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Integrating  security  features 
into  total  facilities  manage- 
ment system  saves  enough 
on  labor  to  pay  for  entire 
system  in  two  years  at 
Hamilton  County  Justice 
Center  in  Cincinnati. 


If  you  know  the  exact  location  of 
danger,  rather  than  the  general 
area,  you  can  save  precious  min- 
utes of  response  time.  Johnson 
Controls  offers  the  IFC-2020,  an 
intelligent  fire  control  system  that 
uses  "smart  heads"  to  pinpoint 
danger  on  your  monitor  as  it 
sounds  an  alarm  in  your  building 
and  alerts  your  fire  department. 

A  single  pair  of  wires  can  accom- 
modate up  to  200  sensors  or  other 
firesafety  devices,  so  the  system  is 
more  economical  to  install  than  a 
hard-wired  system.  Easy  on-line 
programmability  gives  you  the 
ability  to  adjust  to  changing  occu- 
pancy and  use  of  your  building. 

Our  ability  to  integrate  firesafety 
with  other  systems  can  provide 
additional  safety  measures.  For 
example,  you  can  automatically 
return  elevators  to  ground  floors, 
close  fire  doors,  activate  sprinkler 
heads,  even  cycle  fans  and 
dampers  to  purge  smoke  from  an 
endangered  area. 


Johnson  Controls  can  also  help 
you  make  your  building  secure 
with  card  access  technologies  to 
restrict  entry  to  critical  areas  and 
with  detectors  to  maintain  the 
integrity  of  doors  and  windows. 

For  safety  and  security  in  any 
building,  whatever  its  size  or  func- 
tion, call  Johnson  Controls  today 
at  1-800-9/2-8040.  In  Wisconsin, 
call  1-800-472-6533.  Or  write. 
Johnson  Controls.  Systems  and 
Services  Division,  C19,  Milwaukee, 
Wl  53201-0423 


JQHNSON 


CONTROLS 


Performance  Beyond  Your  Expectations 


C  1990  Johnson  Controls.  Inc. 
JC9054 


WEALTH    CREATION    AND    PRESERVATION    WEALTH    CRE 


CO 

LU 
CC 
Q. 


z 

O 


< 

LU 


z 
o 

< 
> 

CC 
LU 
CO 
LU 

or 

Q. 
Q 

z 
< 


< 

LU 


< 
> 

CC 
LU 

to 

LU 
CC 
Q. 

Q 
Z 
< 

z 
O 


Z  m 

O  ni 

> 


< 
> 

DC  

^  ^/     ^/  ■  M      ^^r  I     I   ^^^    I      ^^    III   ■        ■  o 


We  Guarantee 
to  Reduce  Ifour 


Estate  Tax 


Cost  up  to  90%* 


*E//t'(t{i>e  reduction  subject  to  current  assumption  ami  other  requirements.  1/ you 
haiie  a  net  worth  of  oi>er  $3  million  dollars,  ccdl Jor  detaded  iii/onnation  and  our 
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That's  the  role  were 
prepared  to  play  in  the 
1990s.  The  role  Congress 
assigned  us  over  50  years 
ago.  To  help  finance 
decent  housing  for  millions 
of  American  families. 

Playing  that  role  over 
the  next  10  years  will  require 
a  lot  more  than  a  strong 
commitment;  it  will  require 
a  strong  company  So 
we've  spent  the  last  decade 
getting  ready  for  the  next. 

We've  spent  the 
1980s  developing  a  balance 
sheet  that  is  strong  enough 
to  weather  the  stress  of 
uncertain  markets. 

We  revamped  our 
portfolio  and  deepened  our 
management.  And  at  times 
we  have  bypassed  short- 
term  profits  when  it  helped 
improve  our  long-term 
financial  strength.  All  with 
only  one  thought  in  mind-to 
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be  there  in  the  1990s  when 
nnillions  of  new  families 
enter  the  housing  market. 

Fannie  Mae  is  an  ide; 
that  works  as  well  today 
as  it  did  the  day  we  were 
chartered.  Perhaps  it  works 
even  better  Its  the  idea  of 
a  public/private  business 
that  is  dedicated  to  making 
mortgage  money  available 
throughout  the  country  at 
the  lowest  possible  cost. 

An  idea  that  worked 
for  over  7  million  families  in 
the  1980s.  A  valid  idea 
for  the  1990s,  and  for  as 
long  as  housing  remains  a 
national  priority 

Over  the  next  10  years 
millions  of  families  will  be 
looking  for  homes. 

A  financially  strong 
Fknnie  Mae  is  alreadyat  w()[1< 
to  mak(^  suR^  they  find  ttum 
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Malcolm's  last  game 

Malcolm  Forbes'  circle  of  admirers  spread  beyond  the  ranks  of 
the  powerful  and  famous,  beyond  the  not  inconsequential  read- 
ership of  this  magazine  to  ordinary  people  everyw^here.  That's 
clear  from  the  hundfeds  of  letters  of  condolence  pouring  in  to 
the  magazine  and  to  the  Forbes  family;  a  few  of  them  are 
excerpted  starting  on  page  106  of  this  issue. 

His  friends  and  admirers  v^ill  be  charmed  to  learn  that  Mal- 
colm's last  full  day  on  earth  v^^as  one  of  achievement  and  of 
delight  to  him,  for  he  excelled  that  day  in  two  of  the  things  he 
liked  best:  entertaining  and  playing  bridge.  His  fondness  for 
entertaining  was  world-famous.  Less  well  known  was  his  en- 
thusiasm for  playing  bridge.  Just  the  day  before  he  died  he  told 
Katherine  Wei  of  the  American  Contract  Bridge  League:  "Bridge 
is  one  of  the  really  great  pleasures  of  life,  on  a  par  with  motorcy- 
cling, ballooning  and  writing  editorials."  He  added,  with,  I  am 
sure,  his  usual  sly  grin:  "If  heaven  is  heaven,  there  is  certainly 
bridge  there." 

For  an  account  of  "Malcolm's  last  game,"  along  with  some  of 
the  final  photographs  taken  of  him,  turn  to  page  111. 

The  know  nothings  are  still  with  us 

It's  an  old  refrain  in  American  life: 
"We're  being  swamped  by  all  those 
funny  jabbering  immigrants 

from  .  .  .  ."  They  said  it  150  years  ago 
about  the  Germans  who  fled  here 
from  the  political  turmoil  of  the 
1840s,  about  the  Irish  who  fled  the 
potato  famine.  They  said  it  about  the 
Jews  who  fled  the  Cossacks'  whips, 
about  Italians  and  people  from  East- 
ern Europe  who  fled  poverty  and  lack 
of  opportunity.  Before  the  Civil  War 
we  even  had  a  political  party — the 
Know-Nothings — whose  platform 
was  built  on  keeping  out  foreigners, 
especially  Roman  Catholics.  After  the 
Know-Nothings  declined,  the  Ku 
Klux  Klan  took  up  the  refrain,  adding 
Catholic-hating  and  Jew-hating  to  its 
antiblack  agenda.  Sad  to  say,  our  trade 
unions  eventually  joined  the  chorus 
against  immigration,  in  the  erroneous  belief  that  restricting 
immigration  would  protect  U.S.  wage  rates.  The  result  of  all 
this  was  the  infamous  Immigration  Act  of  1924,  which  set 
national  origin  restrictions  on  immigration  to  the  U.S. 

We  hear  the  refrain  again,  but  this  time  it  is  Orientals  an^ 
Latins  who  are  the  alleged  threat  to  the  American  way  of  life. 
Julian  Simon,  the  eminent  political  economist,  says  it's  all 
nonsense.  He  tells  Forbes:  "Look  at  the  experience  of  the 
Vietnamese.  Ten,  15  years  ago,  people  said  they  could  never 
assimilate.  .  .  .  Pure  animals.  Never  able  to  adjust  to  our  ways. 
(Yet|  they  all  adjusted.  They  do  better  than  we  do."  In  an 
interview  with  our  James  Cook,  Simon  refutes  the  notion  that 
massive  immigration  will  drag  down  our  standard  of  living. 
"The  more  the  merrier"  starts  on  page  77.  (For  an  account  of  a 
Vietnamese  refugee  who  made  it  in  computers  and  created  lots 
of  jobs  in  the  process,  see  "The  survivor,"  page  160.) 
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The  1990  TaQuarXj6: 


'Manufacturer's  suggested  retail  pnce.  excludmg  dealer  preparation,  transportation,  license  and  taxes  Actual  retail  prices  are  set  by  tlie  dealer  and  may  vary. 


It  is  said  that  fine  art  rewards  the 
senses  and  moves  the  soul.  The 
beauty  and  power  of  the  1990  Jaguar 
XJ6  will  surely  do  both.  And  at 
$39,700*  it  will  reward  yet  another 
sense.  Your  sense  of  value. 

With  beauty  of  form  and  motion, 
the  XJ6  could  only  have  been  produced 
by  a  company  with  a  fifty-year  history 
of  building  one  classic  automobile  after 
another.  Its  sleek  lines,  wide  powerful 


stance  and  elegantly  sculpted  grille  are 
uniquely  Jaguar. 

Inside,  the  XJ6  entices  you  with 
seating  faced  in  hand-tailored,  supple 
leather.  The  luster  of  figured  walnut 
adds  a  warm  glow  to  the  luxurious 
interior. 

You'll  find  the  XJ6  is  also  quite 
adept  in  the  performing  arts  as  well. 
For  1990,  it  has  a  larger,  more  power- 
ful 4-liter  engine  and  a  new,  electroni- 


cally controlled,  automatic  transmis- 
sion that  features  a  "sport"  mode  for 
more  spirited  response. 

We  suggest  you  test  the  capabilities 
of  the  Jaguar  XJ6  for  yourself.  For  the 
name  of  your  nearest  dealer,  call 
1-800-4-JAGUAR.  At  $39,700,  we 
think  you'll  find  the  XJ6  is  a  work  of  art 
that  will  truly  move  you. 

JAGUAR 
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Follow-Through 


Edited  by  Kerry  Hannon 


Good-bye, 

Blinder, 

Robinson? 

Apr.  20,  1987 
Jan.  9,  1989 
Meyer  Blinder 


TIhe  feds  are  finally  closing  in  on 
Meyer  Blinder,  the  penny  stock 
promoter  behind  Blinder,  Robinson  & 
Co.  Blinder  is  mired  in  lawsuits,  his 
operation  has  dwindled,  and  in  Febru- 
ary he  and  four  associates  were  indict- 
ed on  11  counts  of  securities  and  wire 
fraud,  racketeering  and  money  laun- 
dering. If  convicted  on  all  charges, 
Blinder  faces  60  years  in  jail  and  fines 
and  penalties  of  $9.5  million. 

Forbes  first  uncovered  Blinder's 
promotions  in  early  1987.  Despite  a 
slew  of  lawsuits,  the  firm  was  at  its 
peak,  with  1,700  brokers  in  61  offices 
nationwide,  and. growing  at  a  rate  of 
200  brokers  a  month.  One  extremely 
lucrative  part  of  Blinder's  business 
was  peddling  blind  pool  penny  stocks 
to  customers  at  huge  markups. 
Forbes  later  reported  that  the  blind 
pools  appeared  to  be  part  of  an  inter- 
national money  laundering  scheme 
with  mob  ties.  Blinder  denied  all. 

The  latest  indictment  alleges  al- 
most all  the  activity  we  exposed  in 
our  stories.  Two  of  the  firm's  original 
blind  pool  organizers  have  pled  guilty 
and  are  cooperating  with  the  govern- 
ment. Blinder  characterizes  the  latest 
indictment  as  a  "challenge."  Ques- 
tion: Will  Meyer  Blinder  flee?  We 
don't  know,  but  we  do  know  that 
Blinder  has  squirreled  away  millions 
of  dollars  in  Hong  Kong  banks.  Stay 
tuned.— Matthew  Schifrin 


Lies, 
damned 
lies,  and 
Harrods 

Mar  7,  1988 
Mohamed 
Al  /  ayed 


Grinding  exceeding  :  ..v,  the 
wheels  of  British  I  'eaucracy 
have  at  last  rendered  a  juc  nt  on 
the  1985  takeover  by  Moh;.  J  Al- 
Fayed  and  his  brothers  of  h       r  of 


Fraser,  owner  of  London's  Flarrods  de- 
partment store.  In  its  official  report, 
the  British  government's  Department 
of  Trade  &.  Industry  inspectors  come 
down  as  hard  on  the  Fayeds  as  Forbes 
did  in  1988.  The  752-page  report,  re- 
leased in  March,  says  the  Fayeds  lied 
about  "their  origins,  their  wealth, 
their  business  interest  and  their  re- 
sources" in  the  course  of  the  takeover. 

Despite  the  condemnations,  Brit- 
ain's Serious  Frauds  Office  has  chosen 
not  to  file  criminal  charges.  That  deci- 
sion has  met  with  immediate  and 
blistering  criticism  in  the  British 
press.  Indicative  of  the  news  coverage 
was  one  tabloid's  screeching  headline 
"Horrids."  Uniting  across  party  lines, 
members  of  the  Parliament  joined  to- 
gether in  droves  to  label  the  Fayeds  as 
"crooks  and  fraudsters."  One  irate 
Conservative  Party  member,  David 
Ashby,  raged  that  the  Egyptian  broth- 
ers should  be  deported  from  Britain.  A 
spokesman  for  the  Fayed  brothers  has 
characterized  the  attacks  as  "racism." 

The  Fayeds'  sworn  enemy,  Lonrho 
Pic.  Chairman  R.W.  (Tiny)  Rowland, 
had  hoped  that  the  brothers  would  be 
forced  to  disgorge  House  of  Fraser. 
Inaction  by  the  Fraud  Squad  dashes 
those  hopes.  But  the  Fayeds  could  suf- 
fer all  the  same.  There  are  already 
calls  to  revoke  Harrods'  royal  war- 
rants. Eliminatmg  this  cachet  would 
add  to  the  troubles  brought  on  by  a 
slowdown  in  British  consumer  spend- 
ing, the  departure  of  key  Harrods 
managers — and,  as  the  report  dis- 
closes, a  fourfold  increase  in  House  of 
Eraser's  indebtedness,  to  $575  mil- 
lion, since  falling  mto  the  Fayeds' 
hands. — Peter  Fuhrman 


No  deal 

/y)r  17,  1989 


Said  Forbes:  "The  only  synergy  lies  in 
the  business  and  financial  expertise 
Marx  and  his  aides  can  bring." 

But  now  Marx  is  out  of  the  busi- 
ness. Unlike  Forbes,  the  stock  mar- 
ket never  took  him  or  Prospect  seri- 
ously. Shareholders  grew  frustrated 
by  the  stock's  poor  performance.  Fi- 
nally, in  late  January,  Marx  resigned. 
Prospect's  management  announced 
plans  to  sell  off  its  eclectic  group  of 
holdings.  The  first  to  be  sold  will  like- 
ly be  National  Spirit,  the  company 
that  makes  cheerleaders'  uniforms. 
Dallas-based  bsn  Corp.,  has  offered  to 
buy  National  Spirit  for  $40  million, 
$8  million  less  than  Marx  paid  in  May 
1988.  As  for  Marx,  he's  now  serving  as 
chairman  of  the  investment  commit- 
tee at  the  New  York-based  venture 
capital  firm  Noel  Group,  Inc. 


Alamo 
revisited 

Sept.  18,  1989 


I. onus  Marx  J r 


Iouis  Marx  Jr.,  son  of  toy  mogul  Lou- 
lis  Marx,  seemed  like  a  successful 
leveraged  buyout  artist  in  for  the  long 
haul.  Between  1983  and  1989  Marx, 
operating  through  publicly  traded 
Prospect  Group,  Inc.,  spent  $1.1  bil- 
lion to  buy  firms  making  everything 
from  cheerleader  uniforms  to  Girl 
Scout  cookies  to  Swiss  Army  knives. 


San  Antonio  cops  have  the  best  deal 
among  the  nation's  big-city  police 
forces.  The  reason,  as  Forbes  ex- 
plained last  fall,  is  that  San  Antonio's 
aggressive  police  union  for  years  has 
wooed  politicians  and  spent  like  crazy 
on  local  elections. 

Run  over  by  this  union  juggernaut, 
the  1 1  -member  city  council  in  the  fall 
of  1988  overwhelmingly  approved  a 
cushy  new  four-year  pact  for  the  po- 
lice force.  The  only  hitch,  which  sur- 
faced just  last  summer,  was  that  the 
council  had  to  find  another  $33  mil 
lion  in  the  budget  to  pay  for  it.  Re- 
criminations were  "thicker  than  can 
non  fire  at  the  Alamo,"  said  Forbes. 
Solution:  The  council  last  fall  rai.scd 
property  taxes  12.1% 

San  Antonio  taxpayers  were  indeed 
outraged.  In  February,  despite  inten- 
sive campaigning  by  the  police  union, 
voters  by  a  nearly  2-to-l  margin  or- 
dered the  tax  increase  rolled  back. 
The  lush  police  contract  will  stand, 
but  new  hires  for  the  police  depart- 
ment will  be  put  off  indefinitely.  Says 
Mayor  Lila  Cockrell,  "Message  re- 
ceived."—William  P.  Barrett 
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Other  airlines  not  only  bring  us 

their  planes  for  maintenance, 

they  send  their  pilots  to  us  for  training. 


Pan  Am's  maintenance  schedule  is  so  rigorous  and 


COMPREHENSIVE  THAT  OVER  30  OF  THE  WORLD  S  AIRLINES  TRUST 


THEIR    MAINTENANCE    TO    US.    5o    DOES   THE    U.S.    AlR    FoRCE 


FOR   40   OF   ITS  TRANSPORT   PLANES.    In   FACT,    NO   OTHER   U.S. 


CARRIER    SPENDS    AS    MUCH    ON    MAINTENANCE    PER    AIRCRAFT 


OPERATING    HOUR    AS    WE    DO.    Of    COURSE,    EVEN   THE    BEST- 


MAINTAINED  AIRCRAFT  IS  ONLY  AS  GOOD  AS  ITS  CREW.  WhICH 


IS  WHY  Pan  Am  is  also  providing  flight  training  for  12 


MAJOR  airlines.  As  WELL  AS  FOR  THE  CREWS  OF  AlR  FoRCE  OnE. 


We're    Flying    Better  Than    Ever' 


PUT  YOURSELF  IN  A  MORE  COMPETITIVE  POSITION 


It's  a  tough  new  world,  the  '90s. 
Competition  from  every  corner  of  the 
globe.  Success  will  be  harder  to 
achieve  than  ever  before. 

But  you  have  an  ally.  A  dynamic, 
well-developed  economy  welcomes 
you,  your  business  and  your 
investment. 

Ontario,  Canada.  The  northern 
hub  of  the  North  American  industrial 
complex. 

a  Why  are  we  in  Ontario  ?  Because 
we  can  find  world-class  expertise  in 
almost  any  type  of  technology  within 
25  miles  of  my  office,  ff 

Ronald  Morrison, 
President,  Kodak  Canada  Inc. 

A  place  to  do  business.  For  the 
four  years  ending  1988,  we  estab- 
lished the  fastest  rate  of  industrial 
growth  in  the  world.  In  the  last  five 
years,  we  created  over  700,000  new 
jobs  in  Ontario. 

And  a  place  to  invest.  Foreign 
investment  in  Ontario  has  exploded 
from  %S70  million  in  1980  to  almost 
$12.0  billion  last  year. 


UToronw  is  New  York  run  by  the 
Swiss,  ff 
Peter  Ustinov. 


The  world's  J  irsl  siadiuin  wUh  a  fully 
retractable  roof  Tbronto's  Sky  Dome 
is  the  home  of  the  Blue  Joys. 

YOU'LL  LIKE 
OUR  WAGE  RATES 

Average  hourly  compensation  in 
manufacturing,  including  benefits 

(U.S.$,  1988) 

$18.30 
$16.40 
$15.10 
$14.20 
$14.00 
$13.80 
$12.20 


Ontario's  quarter  of  a  million  sparkling 
lakes  are  within  easy  reach  of  our  cities. 


Michigan 

Ohio 

Illinois 

Ne,A/York 

Ma  ^.sachu  setts 

Ontario 

Tennessee 


.Source:  Onl.irio  Ministiv  ol  Tii'.'isurv  iiml 

Kconomics 

(C(ln$  -  i;.S.$0.H'5) 


ONTARIO  OFFERS. 

•  Well-established,  modern 
industrial  infrastructure 

•  High-tech  environment 

•  Excellent  transportation  anc 
communications 

•  Well-educated,  highly  skillec 
workforce 

•  Easy  access  to  world  marke 

•  Favorable  exchange  rates,  r 
currency  restrictions 

•  Tariff-free  movement  of  mos 
goods  between  Ontario  and 
the  U.S.  under  the  Free  Trad 
Agreement 


THE  REASONS  WHY 

Business  is  profitable  in  Ontario 
1988,  corporate  pre-tax  profits  i 
15.7  per  cent.  After-tax  profits  a 
three  times  higher  than  in  the  U 

We're  accessible.  Ontiirio  is  cl 
to  major  consumer  and  Industrie 
markets,  with  excellent  road,  rai 
and  water  connections.  Not  just 
North  America,  but  with  the  \n\\ 
world. 

You'll  be  made  welcome.  The 
Ontario  government  has  policies 
programs  to  help  you  quickly  be 
a  productive,  profitable  member 
the  communit\'. 

Technology  thrives  in  Ontario 
concentration  of  high-tech  com[ 
nics  difiuses  technology'  impro\' 
ments  quickly  and  elficiently  thri 
the  business  community. 


'  In  1987,  after- tax  profits  wcri\ 
fKT  cent  of  GDP  in  Ontario,  compt 
with  J.  /  per  cent  in  (he  U.S. 


:  TO  SOMEONE 
'  KNOWS 

the  Menasco  Aerospace  Ltd. 
iiary  of  New  York-based  Colt 
Ties  was  looking  for  a  place  to 
d,  there  were  three  good  rea- 
or  choosing  Ontario,  according 
up  President  John  Cybulski. 
cation.  Location.  Location.  This 
:ry  convenient  place,"  he  says, 
isy  to  get  supplies  and  compo- 
in,  and  finished  products  out." 


THE  ONTARIO 
ADVANTAGE 

9:  Ontario  is  as  big  as 
as,  California  and 
V  Mexico  combined. 

ximity:  More  than  half  our 
million  population  lives  within 
I  miles  of  the  US.  tx)rder 

^dal  language:  English.  And 
Ih  of  our  people  speak  at 
It  one  other  language  as  well. 

nate:  >fear-round,  southern 
ario  is  like  Boston  or  New 


^ 


oston 
New  York 


"And  there  are  other 
benefits:  taxes  are  reasonable, 
there  is  a  good  supply  of  skilled 
workers  in  our  industry',  and  the 
business  climate  is  very  favorable." 

Call  1-800-637-4118* 

between  9  am  and  9  pm  EST  to  obtain 
more  information  about  Ontario. 

The  Government  of  Ontario  has  a  network  of 
offices  serving  the  needs  of  American  business 
throughout  the  United  States. 

Atlanta 

1 100  Circle  75  Parkway,  Suite  620, 

Adanta.  Georgia  30339 

Tel:  (404)  956^-1981,  Fax:  (404)  955-5699 

Boston 

800  Boylston  Street,  Suite  4360, 

Boston,  Massachusetts  02199 

Tel:  (617)  266-7172,  Fax:(617)266-0271 

Chicago 

221  North  U  Salle  Street.  Suite  2700, 

Chicago,  Illinois  60601 

Tel:  (312)  782-8688,  Fax:  (312)  782-5381 

Dallas 

1 4901  Quonam  Drive,  Suite  485. 

Dallas,  Texas  75240 

Tel:  (214)386-8071.  Fax:  (214)991-5159 

Los  Angeles 

700  South  Flower  Street,  Suite  1420, 

Los  Angeles,  California  90017 

Tel:  (213)  622-4302.  Fax:  (213)  623-4695 

New  York 

800  Third  Avenue,  Suite  2800. 

New  York,  New  York  10022 

Tel:  (212)  308-1616,  Fax:  (212)  888-3186 


Or  complete  the  coupon  and  mail 
or  fax  it  to: 

Government  of  Ontario,  Canada 
P.O.  Box  50,  Buffalo,  N.Y.,  14226 
Fax:(716)636-9327 

*  For  tourism  information,  please  call 
1-800-ONTARlO  (1-800-668-2746) 
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Send  me  more  information 
about  Ontario. 

I'm  interested  in: 

D  Establishing  operations  in  Ontario. 

D  Sourcing  goods  or  services  from 
Ontario. 

D  Hearing  from  a  representative. 

Name: 

Title: 


Company: 
.Address:  _ 


Cit>': 

Zip:  

Tel:  (  ) 


State: 


U  Ontario 


Forbes  Informer 


Edited  by  Eric  Schmuckler 


Newhotise  vs.  IRS, 
round  two 


r- 


.  ^^- 


Fresh  from  their  $600  million  court 
victory  over  the  irs  in  the  tax  battle 
over  their  father's  estate,  media  mag- 
nates S.I.  and  Donald  Nev^house  now 
face  another  round  with  the  feds.  This 
time  it's  over  the  value  of  stock  in  the 
family  businesses  left  by  founder  S.I. 
Newhouse  to  his  wife,  Mitzi,  who 
died  last  June. 

In  the  first  case,  the  family  contend- 
ed that  S.I.  Sr.'s  stake  in  the  New- 
house  private  media  empire  was 
worth  $247  million  when  he  died  in 
1979;  the  IRS  pegged  his  share  at  $1.3 
billion.  A  tax  court  judge  agreed  with 
the  Newhouses  in  late  February. 

In  late  1988,  just  before  the  father's 
estate  case  went  to  trial,  the  irs  an- 
nounced it  was  disputing  the  values 
Mitzi  had  placed  on  stock  left  her  by 
S.I.  Sr.  and  asked  for  more  than  $300 
million  in  back  taxes,  plus  $15  mil- 
lion in  penalties.  The  Newhouses  dis- 
pute the  entire  claim  and  say  they 
owe  nothing. 

The  judge  rejected  the  govern- 
ment's valuations  in  the  estate  case 
and  many  of  the  same  issues  and  val- 
ues come  into  play  in  the  Mitzi  case. 
Even  Robert  Shilliday,  top  gun  on  the 
IRS  side,  concedes  that  the  estate  rul- 
ing will  cause  "a  lot  of  difficulty"  in 
pressing  the  Mitzi  claim.  But  no  early 
resolution  is  in  sight.  The  govern- 
ment is  still  trying  to  decide  whether 
to  appeal  the  brothers'  victory. 

Cohen  and  Cogan: 
together  again 

Peter  Cohen,  43,  who  was  forced  out 
recently  as  chairman  of  Shearson  Leh- 
man Hutton,  isn't  nursing  his 
wounds.  He's  already  set  up  camp  for 
his  next  move.  He  has  moved  into  the 
59th-floor  aerie  of  Manhattan's  Citi- 
corp Building,  sharing  space  with  his 
old  mentor,  Marshall  Cogan.  Cogan, 
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lllusiracionv  bv  Laura  Cornell 


chairman  of  Knoll  International  and 
owner  of  New  York's  famed  "21,"  was 
Cohen's  immediate  boss  in  the  early 
Seventies  at  Cogan,  Berlind,  Weill  &. 
Levitt,  the  securities  firm  Sanford 
(Sandy)  Weill  built  into  the  Shearson 
colossus. 

Cohen  likes  to  reminisce  about 
those  days,  especially  about  how  he 
wondered  what  would  happen  to  him 
when  Cogan  left  the  old  firm  after 
losing  a  power  struggle  to  Sandy 
Weill.  But  Weill  wound  up  taking  Co- 
hen to  lunch  and  told  him  he  wanted 
the  young  man's  help  in  building  the 
firm  into  a  Wall  Street  powerhouse. 

Will  Cohen  and  Cogan  join  forces 
again?  Neither  could  be  reached  for 
comment.  Word  is  that  for  now  Cogan 
is  just  helping  his  pal  out  with  office 
space.  But  it  woudn't  surprise  us  if 
they  did  a  deal  or  two  together  one  of 
these  days. 

Son  of  Swink 

'Twas  the  Wednesday  after  Christmas 
that  Swink  &.  Co.,  a  junk  municipal 
bond  house  in  Little  Rock,  Ark., 
abruptly  closed  its  doors  last  year. 
Few  folks  wept  over  its  demise:  Swink 
was  a  big  seller  of  high-yielding  mu- 
nicipal bonds  that  had  a  nasty  habit  of 
defaulting  shortly  after  their  issuance. 

But  the  need  to  sell  bonds  apparent- 
ly runs  deep  in  Swink  blood.  In  early 
March,  First  American  Securities,  a 
seller  of — you  guessed  it — high-yield 
municipals,  opened  for  business  in 
the  same  offices  that  housed  Swink  ik 
Co.  Who's  in  charge?  None  other  than 
Jim  Swink  Jr.  Interestingly,  after 
Swink  went  under,  state  regulators 
made  firm  principal  Jim  Swink  Sr. 
sign  a  letter  agreeing  not  to  partici- 
pate m  any  way  with  the  new  firm. 
But,  as  luck  would  have  it,  big  Jim  has 
set  up  shop  just  down  the  hall. 

Guess  Big  Jim's  regulatory  agree- 
ment did  not  prohibit  him  from  giving 
junior  a  few  tips  from  time  to 
time. — Gretchcn  Morgenson 


Meyer's  big  gun 

Who  did  penny  stock  scamster  Meyer 
Blinder  call  when  he  found  himself 
indicted  on  1 1  criminal  counts  of  se- 
curities and  wire  fraud  in  February? 
None  other  than  Washington  lawyer 
Brendan  Sullivan,  the  same  guy  who 
defended  Lieutenant  Colonel  Oliver 
North  in  the  Iran-contra  case.  Blinder, 
who  has  a  nasty  habit  of  doing  wid- 
ows and  orphans  and  other  innocents 
out  of  their  hard-earned  money  in  se- 
curity scams,  is  unlikely  to  attract  the 
popular  support  Ollie  North  got.  But 
neither  is  Meyer  going  to  need  to  ap- 
peal to  his  friends  and  supporters  to 
pay  his  bills. — Claire  Poole 

Take  the  money  and  run 

Thanks  to  various  campaign  finance 
"reform"  bills,  191  current  members 
of  the  House  of  Representatives  can 
just  pocket  their  leftover  campaign 
funds  if  they  stand  down  by  the  1992 
election;  they  forfeit  their  conversion 
rights  if  they  want  to  stay  in  Congress 
after  that.  We  owe  this  insight  to 
Mark  Melcher  of  Prudential-Bache  Se- 
curities, who  keeps  track  of  such 
things.  He  figures  that  because  of  this 
"conversion  window"  we  may  well 
see  a  bigger  than  expected  turnover  in 
Congress  in  the  next  couple  of  years. 
Which  House  members  are  sitting  on 
the  largest  potential  nest  eggs?  Check 
out  the  list  below. 


Congressional 

kitties 

House  members  with  the  largest 
convertible  campaign  funds,  as  of 
Nov.  1988.  These  nest  eggs  have 
likely  swollen  some  since  then. 

Stephen  SolarzlD-NY) 

$1,169,371 

Dan  Rostenkowski  (D-III) 

1,036,513 

Ronnie  Flippo  (D-Ala) 

811,379 

Matthew  Rinaldo  (R-NJ) 

757,226 

[amcs  Quillcn  |R-Tenn) 

714,4.50 

Robert  Matsui  (1>-Cahf) 

651,878 

Bill  Archer  (R-Tcx) 

637,808 

Carlos  Moorhead  (R-Calif) 

619,378' 

Sam  Gibbons  (D-Fla) 

616,950 

Larry  Hopkins  (R-Ky) 

604,822 

Source  (jinf^-i-ssional  {Jiuourly 

Derek  Hudson/Sygma 


A  Soviet  MiG-29 
Priced  to  sell. 

Firepower  sale 

The  global  collapse  of  socialism  isn't 
going  to  put  arms  dealers  out  of  busi- 
ness. In  fact,  it's  opening  up  new  prod- 
uct lines,  and  arms  dealers  old  and 
new  are  jockeying  for  some  action. 

"We've  heard  of  dealers  offering 
MiG-29s  for  sale  at  around  $25  mil- 
lion apiece,"  says  Douglas  Barrie,  dep- 
uty news  editor  at  the  British  arms- 
trade  journal  Jane's  Defence  Weekly. 
Since  January,  /awe's  has  run  ads  from 
an  upstart  firm  named  East  West  En- 
gineering Co.,  Ltd.  of  Malaga,  Spain.  It 
offers  a  complete  menu  of  howitzers, 
battle  tanks,  surface-to-air  missiles 
and  automatic  assault  rifles.  Priced, 
say  experts,  at  producer  cost. 

The  exploding  availability  of  War- 
saw Pact  weapons  has  helped  to  push 
down  prices  on  secondhand  small 
arms,  while  making  available  for  the 
first  time  big-ticket  items  like  Soviet 
T-72  tanks.  With  all  that  military 
merchandise  around,  the  dealers  are 
going  to  have  to  beat  the  bushes  for 
customers. — Joel  Millman 

The  real  gold  card 

An  American  Express  gold  card? 
That's  impressive,  but  how  about  a 
business  card  plated  with  real  24-kar- 
at  gold? 

Gilded  business  cards  are  the  latest 
status  symbol  among  Japanese  execu- 
tives, repotts  American  Metal  Market. 
They're  not  for  everyone,  of  course, 
made  as  they  are  in  very  limited  edi- 
tions to  impress  important  clients. 
Still,  Japan's  giant  Mitsubishi  Metal 
Corp.  has  been  doing  a  brisk  business 
in  the  cards,  which  contain  I  gram  of 
gold  and  sell  for  about  $40  apiece  be- 
fore tax.  The  jewelry-mad  Japanese 
also  go  for  cards  made  of  silver  or 
platinum. 

A  Mitsubishi  Metal  spokesman 
says  that  despite  the  company's  best 
efforts,  it  hasn't  been  able  to  get  U.S. 
businessmen  to  go  for  the  gold.  Yet. 
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Performance 

creates  profits. 

People  create 

performance. 


Management  Recruiters. 

no  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


EJ 


MANAGEMENT 
RECRUITERS' 
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Readers  Say 


Meddling  feds 


Sir:  Re  your  cover  story, "Profits  are 
for  rape  and  pillage"  (Mar.  5).  It  just 
doesn't  make  sense  to,  on  the  one 
hand,  criticize  governmental  regula- 
tion of  prone-to-polluting  industry 
and,  on  the  other,  favor  taxation  pen- 
alties on  diaper-tossing  consumers. 
Either  way,  it's  the  feds  meddling  in 
individual  lives. 

Consumers  aren't  blameless,   but 
companies  must  bear  first-line  eco- 
logical responsibility. 
— William  L  Seavey 
Director 

Relocation  Research 
Sierra  Madre,  Calif. 


Let's  make  a  deal 

Sir:  Re  "Bull  in  Morgan's  china  shop" 
(Feb.  19).  What  is  the  result  of  this 
financial  shuffling  other  than  to  ac- 
crue wealth  to  Mr.  Brcnnan,  a  few 
investors  and  Morgan  Stanley?  Brcn- 
nan, a  former  successful  operating  ex- 
ecutive, should  be  able  to  provide  fur- 
ther comment.  Dcalmaking  is  obvi- 
ously more  fun  and  profitable  than 
manufacturing  a  competitive  product. 
— -John  Dou^all 
Ixifayetle,  Calif 


Financial  seeurity 

Sir:  Rc  Lawrence  Lindsey's  opposi- 
tion to  a  Social  Security  tax  cut  ("It's 
time  for  another  cut  in  tax  rates,"  Mar 
5).  If  we  want  the  traditional  family  to 
survive  in  this  country,  wc  simply 
have  to  stop  government  from  op- 
pressing it  with  this  unfair  and  unnec- 
essary tax.  Today,  74%  of  taxpayers 
pay  more  in  combined  payroll  taxes 
than  they  do  in  income  taxes. 

Wc  are  often  reminded  about  how 
the  ultimate  health  of  the  Social  Secu- 
rity system  depends  on  the  productiv- 
ity   of    tomorrow's    workers.    What 
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could  be  more  foolish  than  to  keep 
boosting  an  already  heavy  tax  burden, 
thus     discouraging     families     from 
bringing  up  bright  and  productive  fu- 
ture citizens? 
— Robert  W.  Kasten  Jr. 
United  States  Senator 
Washington,  DC. 

Sir:  Shame  on  you!  The  individual 
and  Social  Security  tax  to  income  ra- 
tio  rose   under   President   Reagan — 
there  was  no  "supply-side"  experi- 
ment for  most  people.  Savings  and  net 
investment    (relative    to    gnp)    fell 
sharply.  Lawrence  Lindsey's  surplus- 
es will  happen  only  if  Social  Security 
surpluses  are  used  to  finance  govern- 
ment consumption. 
— David  O  Dapice 
Associate  Professor 
Tufts  I'nirersity 
Medford,  Mass. 


For  the  record 

Sir:  In  "Harvard  profs  make  good" 
(Mar.  5)  Forbes  reported  that  Analysis 
Group  and  Professor  John  Pound  had  a 
financial  relationship  with  the  Belz- 
berg  family  when  he  wrote  his  Dec. 
13,   1989  article  attacking  proposed 
antitakeover  legislation  in  Pennsylva- 
nia. In  fact,  at  that  time  neither  he  nor 
Analysis  Group,  to  which  he  is  a  con- 
sultant, had  any  financial  relationship 
with  the  Bclzbergs. 
—John  Pound 
AssL'itant  Professor 
Kennedy  School  oJ'Gorcrnnicnf 
Cam  bridge,  Mass. 

—James  F.  Heard 
Managing  Director 
Analysis  Cronf),  Inc. 
Washington.  DC. 

We    stand    convcted.     The    A^udysi^ 
Group  (for  which  Professor  Pound  cart: 

.suits)  drew  up  its  cotusulthig  retainer  for 
S75,()()()  on  Dec  22.  /')S<).  nine  days 
(ifler  the  article  was  published — En. 


Future  shock 

Sir:  Rc  your  article  on  Rogers  Com- 
munications ("This  will  be  a  very  po- 
litical issue,"  leb  P)].  Your  warning 
of  complacency  among  U.S.  business- 
men should  have  been  directed  at  U.S. 
policymakers  as  well.  Legal  restric- 
tions stemming  from  the  split  of  the 
Bell  system  largely  prevent  regional 
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Bells  from  creating  a  seamless  cellular 
network  like  Rogers  has  in  Canada. 

Absent  some  visionary  decisions  by 
policymakers,  Forbes  soon  may  be 
reporting  that  "thanks  to  Rogers, 
Canada  is  solidly  ahead  of  the  U.S.  in 
the  deployment  of  integrated  video, 
data  and  voice  fiber-optic  networks." 
— William  R.  Drexel 
Southwestern  Bell  Corp. 
St.  Louis,  Mo. 


Half  at  18 

Sir:  Forbes  may  believe  that  "at  4% 
inflation  money  loses  almost  all  of  its 
value  in  less  than  18  years"  ("The 
great  concept  player, "/aw.  8],  but  the 
loss  is  closer  to  50%.  That's  no  bar- 
gain, but  at  least  it's  manageable  by 
investors  and  business  people. 
— Robert  L  Bimbaum 
Boston,  Mass. 


Ckmtingeiicy  fees 

Sir:  Re  your  article  "Are  contingency 
fees  legal?"  (Feb.  19).  Asking  "Where's 
Congress?"  reminds  us  that  a  major- 
ity of  our  members  of  Congress  are 
lawyers  by  education. 
— Donald  K.  Forbes 
Manassas,  Va. 

Sir:  Contingent  fees  "encourage  dubi- 
ous litigation,"  Forbes  contends.  But 
in  which  situation  would  you  be  more 
likely  to  engage  in  dubious  litigation, 
the  one  where  you  are  paid  $200  per 
hour  no  matter  what  the  result,  or  the 
one  where  you  get  nothing  if  you 
don't  win? 

Obviously  there  are  negatives,  such 
as  the  inescapable  fact  that  the  win- 
ners have  to  help  subsidize  the  losers. 
But  that  is  the  price  that  must  be  paid 
so  the  poor  people  of  this  country 
don't  get  the  doors  of  justice  slammed 
in  their  faces. 
— Robert  B.  Carey 
Of  Counsel 

Norton  Frickey  &  Associates 
Colorado  Springs,  Colo. 

Sir:   Our  so-called  litigation  frenzy 
has  not  occurred  in  Europe  or  in  En- 
gland, where  we  ostensibly  obtained 
our   legal    system,    nor   in    Canada. 
That's  particularly  of  interest  when 
you  consider  that  it's  still  considered 
unethical  to<bring  contingent-fee  liti- 
gation in  those  jurisdictions. 
— Vernon  A  Johnson 
Vice  President 
The  Toro  Co. 
Minneapolis,  Minn 
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In  Memory  of  Malcolm  Forbes 

Malcolm's  untimely  death  has  affected  us 
greatly.  We  are  filled  with  sorrow  at  the 
loss  of  this  friend,  one  of  our  country's 
best  goodwill  ambassadors,  an  American 
who  didn't  hesitate  to  champion  capitalism 
and  democratic  ideals  throughout  the 
world. 

We  admired  him  for  his  savvy,  his  zest 
for  living,  his  entrepreneurial  spirit,  his 
"can  do"  attitude.  Malcolm  symbolized 
what  is  best  about  American  business. 
Yes,  we  were  captivated  by  his  flair,  but 
we  also  respected  his  ability  to  be  competi- 
tive and  successful  while  playing  fair 
He  took  risks,  not  liberties ...  a  gentlemain 
of  business. 

We  can  learn  much  from  his  conduct, 
personally  and  professionally.  During 
these  times  of  economic  and  political 
upheaval,  his  leadership  and  his  voice 
will  be  sorely  missed. 


William  Olsten 
Chairman  of  the  Board 


Olsten  Temporary  Services — 40  years  of  service.     1950-1990 
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A  reputation  for  being  a  source  of  strength  in 
troubled  waters  isn't  built  overnight. 

In  fact,  the  conservative,  risk-averse  financial 
principles  that  built  Republic  National  Bank  have 
their  origins  in  the  practices  of  the  Safra  banking 
family,  a  tradition  over  a  century  old. 

Thus  our  sturdy  capital  base  and  strong  asset 
quality  contribute  to  the  security  our  clients  are 
seeking.  Additional  reassurance  is  provided  by 
our  capital-to-deposit  ratio,  which  is  one  of  the 
best  among  all  U.S.  banks. 

Which  helps  explain  why  over  a  five-year 


period,  according  to  American  Banker,  Republic 
has  had  the  highest  non merger-related  growth 
in  deposits  and  assets  among  the  nation's  top 
25  banks. 

A  comforting  thought  for  those  whose 
destination  is  a  secure  financial  harbor. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS -CAYMAN  ISLANUS-LOS  ANGELES-MEXICO  CITY-MIAMI -MONTKEAL-NEW  YORK 

BUENOS  AIRES -CARACAS- MONTEVIDEO -P'UNTA  DEL  ESTE- SANTIAGO -SAO  PAULO -lil'IRUT -GENEVA -GIBRALTAR 

GUERNSEY- LONDON -LUGANO -LUXEMBOURG -MILAN -MONTE  CARLO -PARIS- ZURICH -HONC,  KONCi -SINGAPORi:- lAIPl.l  •  TOKYO 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


WHEN  WILL  WE  EVER  LEARN? 

Central  bankers  are  beating  on  the  dollar  again.  This  dollar  leads  to  inflation;  Latin  America  shows  where  that 

coordinated  move  makes  no  sense.  As  we  should  have  can  lead.  The  excessive  dollar  devaluations  of  1986-87 

learned  after  20  years,  money  manipulation  ends  up  harm-  helped  spur  inflation,  which  is  one  reason  the  U.S.  econo- 

ing  the  economy  more  than  helping  it.  Cheapening  the  my,  especially  manufacturing,  is  becalmed. 

JACKBOOTS  ARE  OUT 


Chancellor  Helmut  Kohl  made  an  unusual  political 
blunder  when  he  refused  to  give  categorical  assurances  to 
Poland  that  a  united  Germany  would  not  seek  to  alter 
the  German-Polish  border.  He  had  no  illu- 
sion that  the  current  demarcation,  set  by 
the  Soviet  Union,  Britain  and  the  U.S.  in 
1944-45,  could  be  changed  short  of  war.  By 
fudging   the   issue,    he   hoped   to   win   the 
support  of  a  small  number  of  far-rightists  in 
December's  elections.  But  by  doing  so,  he 
jeopardized  his  standing  in  the  critical  cen- 
ter, which  will  determine  the  outcome  of 
the  election.  The  one  impression  centrist 
Germans   do  not  want   to  convey  is   that 
revanche  is  alive  and  well  in  their  country. 

What  many  Europeans  and  Americans  haven't  fully 
grasped  is  that  most  Germans  today  are  light-years  away  in 


I)  Hrukm.itk  sijt 


attitude  from  their  forebears  of  the  first  half  of  this  centu- 
ry. As  Kohl  himself  put  it  to  Forbes  five  years  ago,  today's 
young  Germans  "prefer  sneakers  to  jackboots."  A  govern- 
ment move  a  few  years  ago  to  increase  the 
length  of  military  service  by  three  months 
was  highly  unpopular. 

Until  unification  in  1870,  when  its  politi- 
cal and  cultural  life  was  infected  by  Prussian 
militarism,  Germany  had  the  reputation  of 
being  a  land  of  dreamy  poets,  absentminded 
professors  and  first-rate  musicians.  The  in- 
creasingly malignant  nationalism  that  domi- 
Kohl:  rare  mLsjtuif>ment        nated  the  nation  for  three-quarters  of  a  centu- 
spirit  of     ry  was  extirpated  in  the  rubble  of  the  Second  World  War. 
A  reunited  Germany  will  be  about  as  truculent  and 
militaristic  as  Costa  Rica.  An  economic  colossus,  yes.  A 
great  military  power,  no. 


FRANCE  COULD  MAKE  A  MIGHTY  CONTRIBUTION 


to  reducing  lingering  fears  of  a  reunited  Germany.  The 
question  Americans  and  Europeans  are  asking  is:  How  can 
we  strengthen  the  new  Germany's  ties  to  the  West? 

One  package  approach  worth  pursuing  would  have  the 
following  elements:  France's  armed  forces  would  rejoin 
NATO  (de  Gaulle  pulled  out  in  1966).  A  Frenchman, 
rather  than  an  American,  would  become  the  Supreme 
Commander  of  NATO.  U.S.  forces  would  be  stationed  in 
France  instead  of  Germany  (thereby  meeting  Soviet  objec- 
tions), while  non-American  NATO  troops  would  be  based 


in  Germany.  This  would  give  the  alliance  a  pan-European 
flavor.  It  would  keep  Germany  tied  to  the  West  and  would 
keep  the  U.S.  from  pulling  out  of  Europe.  The  end  result:  a 
stable,  democratic  Europe  capable  of  integrating  the  for- 
merly Marxist  states  of  Central  and  Eastern  Europe.  It 
would  help  confound  Soviet  desires  for  a  neutral  Germany 
and  to  have  the  U.S.  pull  out  of  Europe. 

Paris,  at  the  moment,  is  adamantly  opposed  to  reattaching 
its  forces  to  NATO.  That  is  a  shortsighted  view,  given 
France's  historic  worries  about  its  Teutonic  neighbor. 
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PROnLE  IN  COURAGE 


At  a  Senate  hearing  to  consider  the  budget  request  for 
Radio  Free  Europe/Radio  Liberty  (whose  oversight  board  I 
chair),  South  Carohna's  savvy,  straight-shooting  senator, 
Fritz  Hollings,  recounted  a  telling  tale  about  Czechoslova- 
kia's President  Vaclav  Havel,  who  later  that  morning  would 
address  a  joint  session  of  Congress. 

In  the  late  1970s  Hollings  and  a  group 
of  other  senators  visited  Czechoslova- 
kia, hoping  to  meet  with  Havel;  the 
country's  leading  dissident  was  in  hid- 
ing from  the  police.  "Just  before  we 
were  to  leave  the  country,  someone 
came  to  us  and  took  us  to  a  house. 
Havel  literally  bounded  out  of  a  closet," 


to  say  that  this  has  little  to  do  with  our  struggle." 

The  senators  then  gave  Havel  what  they  thought  was 
another  piece  of  good  news:  They  were  going  to  press  for 
congressional  legislation  that  would  put  economic  pres- 
sure on  communist  governments  to  permit  more  dissi- 
R  sadwconschducd  Nc^^s  dents  like  Havel  to  emigrate  to  the 
West.  Havel  replied,  "We're  not  inter- 
ested in  people  who  leave  the  country. 
What  good  would  that  do  us?  I'm 
staying.  Only  by  staying  here  and 
struggling  here  can  we  ever  hope  to 
change  things.  I  realize  I  am  a  marked 
man,  but  if  they  kill  or  arrest  me, 
someone    else    is    ready    to    take    my 


Hollings  recalled. 


Havel  enlightens  Congress 


place.  And  someone  will  be  ready  to 


The  head  of  the  visiting  group  told  Havel  the  good 
news  that  the  U.S.  was  about  to  conclude  a  major 
nuclear  arms  control  agreement  "with  real  teeth  in  it." 
Havel  surprised  the  senators  by  responding  that  he  was 
not  interested  in  arms  control,  and  that  given  the 
Soviets'  negotiating  prowess,  they  would  probably  get 
the  better  of  the  deal,  and  if  it  suited  them,  they  would 
violate  any  inconvenient  provisions  anyway.  "I  am  sorry 

MOSCOW  WANTS  TO 

$33  billion  in  addition  to  keeping  some  of  its  territory  as 
the  price  for  the  Baltic  state's  seceding  from  the  Soviet 
Union.  The  monetary  amount  is  based  on  what  the 
Soviets  supposedly  invested  in  Lithuania,  using  an  artifi- 
cial exchange  rate  of  the  ruble  that  is  many  times  what 
it  should  be.  Obviously,  these  demands  are  simply  the 
beginning  of  negotiations;  the  Kremlin  probably  wants 
to  win  basing  rights  for  its  military  forces  and  retain 
some  property. 

What  is  remarkable  is  that  the  Soviets  are  willing  to 
discuss  the  subject  of  independence  at  all. 


take  his  place,  if  necessary,  and  so  on."  The  senators 
were  struck  by  his  courage  and  by  his  seemingly  utterly 
naive  conviction  and  prediction  that  democracy  would 
be  restored  to  Czechoslovakia.  As  Hollings  put  it,  "All  of 
us  thought,  'Not  in  his  lifetime!'  " 

It  was  people  like  Havel,  who  never  lost  faith,  who 
made  possible  the  political  earthquake  in  Central  and 
Eastern  Europe. 

CHARGE  LITHUANIA 

The  Lithuanians,  of  course,  have  morally  superior  coun- 
terdemands:  reparations  to  the  families  of  tens  of  thou- 
sands of  their  countrymen  murdered  by  Stalin  when  he 
seized  this  small  state  in  1940;  reparations  for  the  hun- 
dreds of  thousands  of  others  who  were  deported  to  Siberian 
labor  camps  where  death  rates  were  appallingly  high;  and, 
finally,  reparations  for  the  economic  growth  Lithuania  lost 
because  of  communism. 

The  Baltic  states  were  once  beehives  of  merchant  activi- 
ty. When  they  rcgam  independence,  they  can  act  again  as 
bridges  between  East  and  West. 


THE  THREAT  TO  DEMOCRACY 

in  Nicaragua  today  is  a  still-bloated  Sandinista  army  (de-  Ortega  and  his  gang  of  thugs  and  was  never  ratified  by 
spite  desertions)  and,  more  particularly,  Ortega's  Roma-     voters  in  a  free  election.  The  U.S.,  which,  after  its  rcmov: 

nian-like  security  police.  President-  i  i..,n..v.(..,„i.utiT.ss      ai  of  Noriega,  has  plenty  of  credibil- 

elect  Violeta  Barrios  de  Chamorro      B^  ^^  ity,  should  give  such  a  "total  disar- 

must  make  it  a  top  priority  for  her  HI^mmK^^^  v^L  L>  ^k  ,  ^^m  marnent"  policy  its  full  and  vigor- 
country  to  go  the  path  of  Costa  Rica,      ^^^H|^HB|r^^^kfiri[^K  ous  backing. 

which  40  years  ago  dissolved  its  ^^^^^^^^^^Ij^^^^BflB^^Hl  ^^^  Nicaraguan  economy  would 
armed  forces.  The  U.S.  should  not  ^^^^B^H^^^^^^^^m^B^V  benefit  enormously,  not  only  from 
move  to  disarm  the  Contras  until  ^^^BitlL^  ^^^^^^^^^^^^^^^^^^^  ^^^  ^°^^  savings  but  from  the  ab- 
the  demobilizing  of  the  regular  ■^^■^HhHUI^^^I^^^^^^^H  scncc  of  the  extortion  these  forces 
army  and  police  is  well  under  way.  SandinLsias prefer  hulleis  to  ballots  routinely  practiced  with  what's  left 

The  current  Nicaraguan  constitution,  which  expressly  of  the  private  sector.  Nicaragua  has  considerable  entre- 
gives  Sandinistas  control  over  more  than  40,000  troops,  prcneurial  verve.  Removing  these  Sandinista  deadweights 
should  be  scrapped  immediately.  It  was  the  handiwork  of     would  let  the  economy  bloom  quickly. 
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Today  they  would  both  be  losers. 


Read  any  good  fairy  tales  lately? 

Like  the  one  about  a  steady, 
unchanging  approach  keeping  a 
company  competitive? 

Then  look  around. 

There  aren't  many  tortoises  left. 
They  have  been  overtaken  by 
swifter,  techriologically  driven 
competitors. 

Of  course,  Andersen  Consulting 

0  1989  Andersen  Consulting,  AA  &  Co.,  S.C. 


isn't  suggesting  that  you  model 
your  business  on  the  hare  either. 
Speed  without  strategy  is  ulti- 
mately a  losing  formula.  Especially 
when  it  comes  to  information 
technology. 

At  Andersen  Consulting,  we 
help  companies  merge  disci- 
plined business  thinking  with 
technological  prowess.  Because 


these  days,  it  takes  both  to  be 
a  winner. 

And  that,  we  believe,  is  the  new 
moral  of  this  old  story. 


Andersen 
Consulting 


ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  herer 


< 


s 


\ 
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The  perfect  accident? 


The  front  left  corner  of  the 
northbound  car  has  abruptly 
met  the  front  left  corner  of 
the  southbound  car  in  an 
offset  frontal  impact. 

If  two  cars  had  to  meet 
this  way,  how  fortunate  that 
they  were  both  Mercedes. 
Because  every  new  Mercedes- 
Benz  has  been  designed  from 
the  drawing  board  up  with 
this  specific  type  of  crash  iji 
mind. 

Mercedes-Benz  studies 
show  that  serious  accidents  far 


more  often  involve  offset  than 
direct  head-on  impacts.  So  the 
forward  chassis  and  body 
structure  of  a  Mercedes-Benz 
is  ingeniously  configured  to 
absorb,  channel  and  distribute 
impact  forces  in  both  offset 
and  head-on  collisions.  Aiming 
to  blunt  the  thrust  of  kinetic 
energy  before  it  reaches  the 
passenger    area.     Aiming    to 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


reduce  the  occupants'  risk  of 
serious  injury. 

Even    with    this    defense 
against   offset    impacts,    the 
absolutely  no-risk,  no-damage, 
no-injury    accident    is,    and 
probably  always  will  be,   un- 
attainable. 

But    that    has    never    dis- 
couraged   the    engineers    of 
Mercedes-Benz    from    trying. 
And  never  will. 

For  further  information 
on  Mercedes-Benz  safety,  call 
1-800-243-9292  anytime. 


Other  Comments 


No  Return 

As  far  as  the  border  with  Poland  is 
concerned,  the  political  question  is 
solved;  nobody's  going  to  change  the 
border.  But  the  juridical  one  can't  be 
solved  until  there's  a  government  of  a 
united  Germany  to  declare  it's  not 
going  to  change  the  border.  The  expel- 
lees who  were  driven  out  of  former 
German  territories  there  don't  want 
any  of  them  back.  I  was  in  Breslau 
(Wroclaw)  last  summer  and  saw  bus- 
loads of  the  expellees  visiting  every 
day,  and  I  asked  them,  do  you  want  to 
come  back  and  live  here?  And  they 
said,  "No,  for  God's  sake,  we  just 
want  to  look  around." 

— Joachim  C.  Fest, 

West  German  newspaper  publisher. 
New  York  Times 


Top  Dog 

At  the  end  of  the  20th  century,  En- 
glish is  more  widely  spoken  and  writ- 
ten than  any  other  language  has  ever 
been.  It  has  become  the  first  truly 
global  language. 

The  statistics  of  English  are  aston- 
ishing. Of  all  the  world's  languages,  it 
is  arguably  the  richest  in  vocabulary. 
The  compendious  Oxford  English 
Dictionary  lists  about  500,000  words. 
According  to  traditional  estimates, 
neighboring  German  has  a  vocabulary 
of  about  185,000  words  and  French 
fewer  than  100,000.  Three-quarters  of 
the  world's  mail,  and  its  telexes  and 
cables,  are  in  English.  So  are  more 
than  half  the  world's  technical  and 
scientific  periodicals:   It  is  the  lan- 


guage of  technology  from  Silicon  Val- 
ley to  Shanghai.  English  is  the  medi- 
um for  80%  of  the  information  stored 
in  the  world's  computers.  Nearly  half 
of  all  business  deals  in  Europe  are 
conducted  in  English. 

— The  Story  of  English, 

by  Robert  McCrum,  William  Cran 

and  Robert  MacNeil 

Warner's  Time 

Time  Wamer  said  that  it  was  mov- 
ing its  corporate  headquarters  to 
Wamer  Communications'  headquar- 
ters at  75  Rockefeller  Center.  Some 
analysts  took  that  as  a  sign  that  War- 
ner's management  dominates  the 
company.  "The  move  says  to  me  that 
Wamer  is  really  running  the  merged 
companies,  and  the  company  should 
have  been  called  Wamer  Time,"  said 
Lee  Isgur,  analyst  at  PaineWebber  Inc. 
— New  York  Times 

Cant  Hiqipen  Here 

Time  Inc.  was  always  more  than 
just  a  commercial  enterprise — our 
journalism  is  what  helps  make  our 
company  unique — and  everyone  m 
Time  Warner  is  committed  to  the 
new  company's  playing  the  same  role 
in  American  life.  If  anything,  Warner 
people  arc  more  zealous  than  those  of 
us  who  are  used  to  the  idea  of  editorial 
independence.  It  makes  them  proud. 
Not  long  ago  it  was  reported  that  GE, 
which  of  course  owns  NBC,  had 
forced  NBC  to  excise  from  a  docu- 
mentary about  shoddy  products  a  ref- 


erence  to   some   GE   products   that 
failed  to  measure  up.  Two  of  our  di- 
rectors sent  me  clips  of  the  story,  say- 
ing, in  effect,  it  is  good  to  know  this 
can't  happen  in  Time  Wamer. 
— Jason  McManus,  Time  Inc.  Maga- 
zine Co.  editor-in-chief,  in  the 
in-house  publication  FYI 


IVs  an  old-fashioned  deal. 
Real  money  has  come  back, 

— investor  Theodore  J.  Forstnuum, 
commenting  on  his  recent  boyont  of 
Goifstream  Aerospace  without  resort- 
ing to  junk  bonds.  New  York  Times 


Big  Mac  Stealth 

By  now,  even  the  Soviets  know  that 
Communism  isn't  a  practical  way  to 
organize  an  economy.  But  they  re- 
main stumped  by  how  to  supplant  it 
with  free-market  mechanisms.  The 
McDonald's  experiment  [in  Moscow] 
offers  them  the  equivalent  intelli- 
gence opportunity  of  capturing  a 
Stealth  bomber.  Not  only  will  they  be 
able  to  take  a  Big  Mac  apart  to  analyze 
its  secrets.  They  will  be  able  to  observe 
McDonald's  can-do  management  as  it 
develops  new  strains  of  potatoes,  hus- 
tles supplies,  processes  Russian  food, 
trains  and  motivates  Soviet  workers, 
establishes  quality  controls,  sets  real- 
istic prices  and,  most  important,  satis- 
fies customers — basic  dynamics  that 
have  eluded  their  central  planners. 

The  ultimate  irony  is  that  after 
years  of  ideological  contortions  and 
cold-war  brinkmanship,  of  billions 
spent  on  nuclear  arms  to  annihilate 
the  human  race  many  times  over,  it 
may  be  that  Big  Macs  have  a  better 
shot  than  Star  Wars  technology  at 
waking  the  Soviets  to  the  virtues  of 
capitalism.  Said  one  50-year-old  Rus- 
sian engineer,  figuring  an  approach  to 
McDonald's  multistoricd  sandwich, 
"Why  can't  we  do  this  sort  of  thing?" 
— Thomas  Moore, 
U.S.  News  €t)  World  Reporr 

D.C.  Loves  Trumps 

The  defense  budget  is  the  closest  we 
come  to  the  sums  being  talked  of  in  the 
divorce  settlement  between  Ivana  and 
Donald.  The  dispute  has  eclipsed  the 
fall  of  Drcxel  Burnham  Lambert,  the 
junk  bond  house.  It  is  excess,  which  is 
New  York's  signature  vice.  Washing- 
ton is  into  greed,  of  course,  but  not  on 
this  grand  scale.  Viewing  Wall  Street 
and  watching  the  Trumps,  Washing- 
ton thinks  of  itself  as  wholesome. 
— Mary  McGrory,  New  York  Post 
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In  An  Earlier  Day  The  Business  Traveler 
Was  Someone  Special. 
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Today  THAT'S  StillTrue. 

Share  the  benefits  of  Corporate  Membership  with  America's  best. 

The  American  Express*  Corporate  Card  is  designed  from  the  ground  up  to  make  doing  business 
easier.  Corporate  Membership  offers  you  efficient  ways  to  organize  and  document  your  expenses,  save 
money,  smooth  your  business  travel,  protect  you,  your  employees  and  your  purchases.  And  more. 

Nearly  two  thirds  of  the  Fortune  500  corporations  have  discovered  how  well  the  Corporate  Card 
succeeds.  So  have  business  people  at  many  of  America's  most  admired  companies.  And  they're  joined 
by  more  than  a  million  dynamic  entrepreneurs. 

The  Corporate  Card  from  American  Express.  Preferential  treatment  for  America's  best. 

For  information  about  Corporate  Membership,  call  1  800-SUCCESS. 


To  Your  Success 
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The  end  of  long  flights  that  don't 
include  the  luxury  of  squirming. 


The  beginningofa  new  world  in  Business  Class. 


United  introduces  "The  Best  of 
All  Worlds"— its  all-new  international 
Business  Class. 

It  soon  will  be  found  on  all  United's 
international  flights  across  the  Pacific. 

Totally  new  seating  design, 
spacious  2-3-2  seating,  offering  utter 
comfort.  Room  to  stretch,  to  the  front 
and  the  sides. 

The  seats  are  wider,  not  squeezed 
together.  The  seats  actually  get  you 
closer  to  being  horizontal 
than  ever  before 


Room  to  eat,  without  locking  arms 
with  the  one  next  to  you. 

On  the  subject  of  food,  you  have 
your  choice  of  three  entrees.  With 
French  champagne  and  both  French 
and  California  wines.  Food  served  on 
exquisite,  newly  designed  china. 

In  short,  we  treat  you  in  the  air  as 
you  are  accustomed  to  being  treated  on 
the  ground. 

United's  international  Business 
Class.  The  Best  of  All 
Worlds. 
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A  dental  plan  snould  be  designed 
to  save  more  tnan  teetn. 


n 


'elta  Dental  brings  more  smiles  to  more  employers  than  any  other  plan.  Not  just  in 
terms  or  how  it  afreets  employee  morale.  But  in  how  it  affects  a  company's  bottom 
line,  n  Unlike  insurers  who  provide  dental  coverage  as  part  of  a  package  of  benefits, 
Delta  Dental  is  the  only  major  company  specializing  in  dental  programs,  tt^  inveniea 
them.  Pioneered  tnem .  Ana  perfected  tnem.  CH  Our  unique  three-point  system  of  cost 
management  features,  plan  design  flexibility  and  106,000  dentists  in  the  nation's 
largest  participating  network  enabled  us,  last  year  alone,  to  save  our  groups  and  sub- 
scribers over  $100  million.  CJ  It's  a  program  only  I^elta  Dental  offers.  That's  why  wc 
now  cover  more  than  20  million  people  in  23,000  groups  and  pay  more  than  $2  billion 
a  year  for  dental  care.  To  learn  more  about  how  your  group  can  benefit  from  IX'lta 
Dental,  call  1-800-441-3434  today.  ^DOltS  DSntdl 

Americas  Lwidcr  In  Denial  Health  Plans. 
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Commentary 

on  Events  at  Home  and  Abroad 

By  Caspar  W.  Weinberger,  Publisher 


THERE  IS  ONE  HIGHLY  SUCCESSFUL  DRUG  PROGRAM 


In  all  the  welter  of  debate  about  illegal  drugs,  with 
disputes  about  more  treatment,  higher  penalties,  lower 
penalties,  testing  and  even  legalization,  we  might  profit 
from  a  consideration  of  the  nation's  most  successful,  but 
least  publicized,  drug  program — that  of  the  armed  forces. 

In  the  1970s  the  services  had  a  serious  drug  problem 
involving  many  thousands  who  had  served  in  Vietnam, 
and  almost  equally  severe  difficulties  with  many  of  those 
coming  into  the  armed  forces  at  the  end  of  the  Seventies. 

In  1981  the  Defense  Department  began  major  efforts, 
coordinated  with  all  the  services,  to  reduce  drug  use. 
Within  four  years  major  gains  were  reported,  and  now  the 
use  of  drugs  has  been  vastly  reduced  in  all  ranks,  to  the 
point  that  there  is  far  less  drug  use  in  the  military  than  in 
counterpart  age  groups  in  the  civilian  sector. 

How  was  this  accomplished?  Many  factors  contributed, 
aided  by  one  overwhelming  advantage  the  military  has 
over  the  civilian  sector. 

Of  course,  the  department  stepped  up  the  education 

THE  WELCOME  RESULTS 

The  best  way  to  judge  the  results  of  Japan's  election  is 
to  ask.  What  would  have  happened  if  it  had  gone  the 
other  way? 

If  the  ruling  Liberal  Democratic  Party  and  its  allies  had 
not  won  a  large  majority,  larger  by  25  seats  than  most 
preelection  estimates,  Japan's  Socialist  Party  would  proba- 
bly have  been  the  strongest  party  in  the  new  Diet,  even 
though  it  did  not  run  enough  candidates  to  gain  an  absolute 
majority.  Nevertheless,  Socialist  ideas  and  policies  would 
have  been  introduced  into  the  Japanese  government. 

On  the  foreign  policy  side,  this  would  have  meant  major 
weakening  of  the  firm  ties  that  have  bound  Japan  and  the 
U.S.  for  over  35  years,  because  Japan's  Socialists  have  long 
opposed  the  basic  treaty  and  alliance  with  the  U.S.  More 
than  likely,  the  Socialists  would  have  attempted  to  form 
political  and  economic  alliances  with  the  discredited  so- 
cialist regime  in  Moscow,  just  when  that  government  and 
its  former  satellites  are  trying  to  slough  off  their  socialist 
economies,  much  as  snakes  shed  their  old  skins. 

On  the  domestic  side,  Japan's  powerful  economic  engine 


programs;  the  military  was  able  to  do,  and  did,  random 
testing  at  unannounced  intervals;  also  treatment  programs 
were  conducted.  But  the  most  effective  deterrent  of  all  was 
the  certain  knowledge  that  all  who  were  caught  using 
drugs  in  any  form  would  be  immediately  discharged.  Mo- 
rale was  so  high,  and  the  desire  to  stay  in  the  service  was, 
and  is,  so  great  that  the  threat  of  automatic  dismissal  was 
the  most  effective  control  the  services  had. 

Admittedly,  we  do  not  have  anything  comparable  to 
that  on  the  civilian  side.  But  this  happy  military  experi- 
ence in  the  1980s  does  demonstrate  that  heavy  emphasis 
on  the  problem  by  the  leadership,  aided  by  unannounced 
testing  and  penalties  that  strike  at  the  heart  of  violators' 
greatest  desires,  can  be  effective.  Also,  this  success  should 
demonstrate  the  utter  folly  of  legalization  as  a  remedy. 

If  the  military  can  very  sharply  reduce  illegal  drug  use, 
then  other  groups  can,  and  we  do  not  need  to  give  up  in 
tired  desperation.  Robbing  banks  is  difficult  to  stop,  too, 
but  that  is  no  reason  to  legalize  bank  robbery. 

FROM  JAPAN'S  ELECTION 

could  only  have  suffered  severe  dislocation,  as  the  long- 
term  stability  secured  by  the  LDP's  long  reign  would 
suddenly  end.  That  dislocation,  in  turn,  could  only  have  a 
very  adverse  effect  on  many  other  countries'  economies:  If 
there  is  fear  now  of  dealing  with  a  strong,  stable  Japan, 
then  imagine  the  problems  of  trying  to  deal  with  a  Japan  in 
the  turmoil  of  competing  parties,  which  have  not  held 
office  for  35  years,  trying  to  form  a  government. 

The  LDP,  with  its  majority  reduced  from  the  landslide  it 
won  under  Prime  Minister  Nakasone,  has  no  doubt  been 
taught  a  valuable  lesson.  But  its  continued  ability  to 
control  the  committees  of  the  new  Diet  and  the  policies  of 
the  government  is  very  good  news  for  the  U.S. 

Undoubtedly,  as  our  economic  competition  with  Japan 
intensifies,  there  will  be  some  growing  strains  and  stress- 
es, and  many  isolationist-minded  people  here  will  demand 
more  protectionist  measures.  It  is  to  be  hoped  that  these 
demands  will  be  resisted,  and  that  we  do  nothing  that  will 
interfere  with  our  military  relationship  with  Japan,  which 
is  essential  for  the  defense  of  both  our  countries. 
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This  is  the  key 

to  the  symbol  that 

welcomes  the  world. 


This  is  the  key 

to  the  bank  where 

the  world  is  welcome. 


The  key  to  the  Statue 
of  Liberty. The  statue, 
a  gift  from  France 
commemorating 
the  1876  U.S.  cen- 
tennial celebration, 
is  a  universally 
accepted  symbol 
of  freedom. 


With  offices  in  the  United  States  for  over  50  years, 
Swiss  Bank  Corporation  can  ensure  you  a  warm 
welcome  righit  here.  When  it  comes  to  knowing  Ameri- 
can business,  we  not  only  understand  your  banking 
needs,  we  possess  the  expertise  and  experience 
necessary  to  satisfy  them  at  home  and  abroad.  Be 
they  asset-backed  financing,  real  estate  and  project 
financing,  cross-border  financing  or  easy  access  to 
European  capital  markets. 

Plus,  Swiss  Bonk  Corporation's  advanced  communi- 
cations and  information  systems  enable  our  skilled 
specialists  to  provide  you  with  personalized  service 
and  expert  advice  on  financial  matters  in  all  the 
major  markets. 

From  a  global  banking  perspective,  we're  the  Swiss 
bonk  with  the  most  international  experience— and 
the  largest  international  network.  We're  at  home  in 
34  countries  around  the  world  and  at  work  as  mem- 
bers of  the  major  stock  exchanges  from  Tokyo  to 
New  York. 

Look  to  the  triple-A  rated  Swiss  Bank  Corporation  for 
any  of  your  banking  requirements— and  along  with  a 
worm  welcome,  you'll  find  your  key  to  success. 

^NH  Swiss  Bank  Corporation 

^0^  Schweizerischer  Bankverein 
WmmM  Societe  de  Banque  Suisse 

The  key  Swiss  bank 

New  York    •    Atlanta   •   Chicago   •    Dallas    •    Houston 
Los  Angeles   •    Miami    •    San  Francisco 
Toronto   •  Calgary   •   Montreal   •   Vancouver 
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What's  Ahead  for  Business 

Edited  by  Howard  Banks 
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The  U.S.  is 

relying  less 

on  foreign  money 


Beware  of 

statistical 

discrepancies 


Look  for  lower 

market  interest 

rates  later 

this  spring 
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WE'LL  SOON  BE  PAYING  OUR  WAY 

The  dollar's  recent  strength  has  taken  many  economists  and 
traders  unawares.  The  powerful  rally  results  mainly  from  the  fact  that 
America  has,  once  again,  become  a  safe  haven  for  foreign  funds. 
Uncertainties  over  Japanese  monetary  policy  and  German  unification 
have  led  to  a  rush  into  dollars  that  even  coordinated  central  bank 
intervention  has  been  unable  to  counter. 

But  the  foreign  currency  markets  may  also  be  in  the  early  stages  of 
detecting  another  trend:  The  U.S.  economy's  thirst  for  foreign  capital 
is  beginning  to  subside. 

In  calendar  1990  the  U.S.  will  need  only  around  $50  billion  in  foreign 
funds  to  fill  the  gap  between  national  savings  and  investment.  That's 
about  half  the  sum  most  often  bandied  about  by  the  pessimists. 

Thanks  to  the  Gramm-Rudman-Hollings  law,  the  federal  budget  defi- 
cit has  been  shrinking,  not  only  in  relation  to  gross  national  product, 
but  absolutely  as  well.  It  will  be  around  $130  billion  this  year,  down 
from  over  $200  biUion  in  1986. 

Personal  savings  are  now  back  up  to  around  $220  billion  a  year,  up  from  a 
low  of  $102  billion  in  1987.  A  large  part  of  that  rebound  is  because 
corporations  are  no  longer  recapturing  surplus  funds  from  their  over- 
funded  pension  plans  (which  counts  against  personal  savings). 

The  net  result  of  the  shrinking  deficit  and  rising  savings  rate  is 
this:  Despite  a  $40  billion  or  so  decline  in  the  surplus  held  by  states 
and  local  governments,  there  has  been  a  striking  $150  billion  improve- 
ment in  national  dissaving  over  the  last  three  years.  On  present  trends, 
providing  there  is  no  recession  and  that  Gramm-Rudman-Hollings 
stays  in  effect,  the  U.S.  will  be  self-financing  before  mid-decade. 

What  of  the  current  account  deficit?  It  is  now  running  at  an  annual  rate 
of  around  $110  billion.  The  current  account  deficit  and  the  U.S.' 
requirement  for  foreign  capital  should  be  equal,  but  aren't.  Economists 
euphemistically  call  the  gap  between  these  two  deficits  a  statistical 
discrepancy,  and  a  wide  and  misleading  discrepancy  it  is.  The  1987 
current  account  deficit,  initially  reported  as  $160  billion,  was  eventu- 
ally reduced  to  $144  billion. 

Likewise,  1988's  current  account  deficit  was  reduced  to  around 
$126  billion,  and  the  net  foreign  investment  requirement  came  to  $1 17 
billion  last  summer,  when  uncounted  items  such  as  payments  from 
foreign  students  for  tuition  and  earnings  from  abroad  from  investment 
banking  services  were  "discovered."  Expect  at  least  another  $35  billion 
or  so  correction  this  year  for  the  1989  accounts,  bringing  the  net 
foreign  capital  requirement  to  around  $75  billion.  Other  technical 
factors  related  to  the  way  the  U.S.'  foreign  debt  is  serviced  should  bring 
the  foreign  capital  requirement  for  1990  down  to  $50  billion. 

This  evidence  of  our  declining  dependence  on  foreign  capital  supports 
the  view  that  there  is  room  for  the  Federal  Reserve  to  ease  interest 
rates.  When?  Our  guess  is  when  the  markets  ease  in  late  spring. 
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The  Forbes  Index 
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The  Forbes  Index  (1967  =  100) 

Current                 197.6 1 
Previous               198.1  t 
Percent  change      -0.2% 
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Tax  reform  and  a  slowing  economy  haven't  yet  convinced 
American  consumers  to  lighten  their  debt  loads.  Although 
personal  income  gained  0.6%  from  December's  revised 
total  to  a  new  high  of  over  $2.7  trillion  (annualized), 
consumer  installment  credit  rose  1.1%  during  the  period. 
That's  the  sharpest  month-to-month  increase  in  consumer 
debt  in  a  year,  if  stiff,  almost  completely  nondeductible 
interest  on  credit  card  debt  isn't  a  motivation  to  pay  cash 
or  go  without,  perhaps  nothing  is.  Final  figures  show  the 
Forbes  hidex  declined  0.5%  in  1989. 


other  key  rates 

Source 

Status 

Prime  rate 

Cliase  Manhattan  Bank 

10.0% 

Auto  sales'  year  to  date  vs.  1989 

Ward's  Automotive 

1.3% 

Index  of  leading  indicators  January  vs.  December 

Dept.  of  Commerce 

00% 

Trade  balance  last  12  months 

Dept.  of  Commerce 

4108  bil 

Producer  price  Index^  January  vs.  1989 

Dept.  of  Labor 

58% 

GNP  4th  quarter  vs.  3rd — annualized  growth 

Dept.  of  Commerce 

0.9%t 

NBER  Experimental  Recession  Index^ 

Natl  Bureau  of  Economic  Research 

30% 

'U.S.  based  manufacturers  only  as  of  2/28/90  ^Finished  goods  ^January  1990.  t  Revised. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  Inventories,  personal 
Income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 
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Industrial  production  index  (1967  =  100) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  average  i  .  mw\u 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 


Services 


Total  index 


Consumer  price  indexes  (1982-84  average  := 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


Retail  sales  i^bniiuii^i 

seasonally  adjusted  (Dept.  of  Commerce) 
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New  orders 


Manufacturers'  new  orders  and  inventories 
(Sbillions)  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  (Sbilhons)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installnienl  credit  i^biiliui.bj  iuidi 
seasonally  adjusted  (Federal  Reserve) 
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::morecars 
'T)uw)iilaritbe 

^)^at  was  it  they  taught  you 
in  driver's  ed?  Don't  panic.  Pump  your 
^      brakes.  Locking  them  up  will  only 
|CTC  make  the  skid  worse.  It  seemed 
0  lOt  simple  enough  at  the  time, 
ergency  however,  Iperson  often  finds  out  that  knowing  what  to  do 
re  two  different  things. 
But  ^ii-lock  brakes  are  designed  to  remember  what  to  do.  Every  time. 
In  effect,  they  do  the  brake  pumping  for  you.  Many  times  a  second.  So  your 
wheels  dorit  lock  up  and  you  can  stop  or  regain  control  of  your  car  more  quickly 
That  prevents  many  acciclents,  and 
makes  many  Ars  less  severe. 


,  __ere^what 
stateisdoimaboutiL 

Wre  so  convinced  of  the  value  of  anti-lock  ^  brakes,  we'll  offer  a  discount 
of  10%*  on  the  collision  and  liabilitv  portions  (rfyour  auto  insurance  if  your  car  is 
quipped  with  four-wheel  anti-lock  brake  systems. 

This  is  just  one  of  the  ways  we're  working  to  lower  insurance  costs.  We're  also 
comniitted  to  makir^  a  real  change  in  the  car  insurance  system  itseff.  And  making 
insurance  more  affordable  for  everyone. 

In  the  meantime,  if  you'd  like  to  receive  alistof  cars  quipped  with  anti-lock 
brakes,  write  to  us  at  Allstate  Consumer  Infomiation 
Center,  Public  Issue  Department  300,  PO.  Box  7( 
Mount  Prospect,  IL  60056-9961. 


A  member  of  the  ij 

Sears  Financial  Network  \M. 


/lllstate 

You're  in  good  hands. 


WET^  CONMTrED  TO  BUILDING  A  CAR  INSLTMCE  SYSmi  EVERYONE  CAN  IM 


Mn  New  York,  discount  is ')%  on  collision  andlffl^qnliabiliu  coverages. 


ll^li^ 


Discount  not  av'iilable  ifi  some  states. 

Allstate  Insurance  Ompany  Ncxtlibiiook.  Illinois 


"/  may  seem  like  a  dour  sort, 

Chynsky,  but  when  we  get  computers  that 

wont  become  obsolete, 

I  will  smile  with  the  best  oj  them!'' 


Howre  you  going  to  do  it? 


It's  a  corinnoii  hiisiiicss  dilcmriia.  V)ii  l)ii\  todays  statr-ol-tlu'-at I 
cornpulcrs,  only  to  watch  lu'l|)l<'ssly  as  toinorrow's  ik'w  t<Mhnolo«;y 
[)ass('sy()u  hy.  So  how  can  you  keep  voursvstctn  current,  ycuir  husine^ 
cornpetitixe.  and  remain  [Mcpared  lor  what  th<'  hituie  holds'.'' 

I  he  St'curitv  Ol  Protcctinji  Voiir  liivestmciil. 
The  arjswer  is  simple.  Invest  in  the  \\\\\  IVr.s()nal  Svstem/l!    lamilx 
ol  <()mputers.  l\S/2*s  run  your  DOS  and  ()S/2    applications,  allow ii 
you  to  ke<'p  all  your  software  atul  liles.  so  evvrythinj:  can  remain 
husiness  as  usual.  Hut  whats  not  s(>  usual  is  the  wa\  the  IK\1  l*S/L^ 
lamily  ol  Computers  helps  you  make  the  most  ol  luture  advance-, 
'lake  our  new  UU)'"  up-rade  lor  the  l\S/2  Model  70-  \2I. 
lor  example.  The  Model  7()-\2l  already  hoasts  the  industrv's  most 


IBM  Personal  Systefn/2  OS/2  and  PS/2  are  regislorod  Iradf^marks  and  Micro  Chanridi  {s  a  Iradiwark  ol  Inlr-rniiiionnl  Du«n«*s  MAChineo  Cu<|KxiitKi«  386  *><d  48A  anr  MWWIMrtwOl  feNM  IT  1869  IBM  Corp 
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ancod  32-l)il  bus.  IBMs  Micro  ('lianncr."  And  \<)u  need  only 
ace  ils  386™  j)lall()rni  with  our  new   18()  Power  riatloriii 
make  il  IBM  s  laslesl  VC  ever. 

The  Solution  Is  IBM.  And  that s  just  the  Ix't^inning. 
cause  IBM  is  connuitted  to  making  sure  your  valuable 
stment  in  the  PS/2  stays  \aluahle  lor  years  to  come.  So  as 
hnoloiiv  continues  to  race  ahead,  as  we  all  know  it  will,  you'll 
well  positioned  to  take  acKantage  of  il.  (Contact  your 
M  \uthorize(|  Dealer  or  IBM  marketing  represent  at  i\« 
^a  dealer  near  you.  call  I  800  1BM-21()8.  ext.  180. 
id  lind  out  why  a  PS/2  on  vour  desk  toda\  will      ^^^ 
I  he  keeping  you  competitive  tomorrow.  •'^  r 


Forbes 


At  a  Mike  Milken  junk  bond  conference,  one  of  Tyler  Corp.  s 
directors  urged  foe  McKinney  to  start  buying.  Instead,  McKinney 
became  a  seller.  His  stockholders  are  smiling. 

A  man  who  thinks 
for  himself 


By  Toni  Hack 


In  April  1985  Joseph  McKinney, 
founder  and  chairman  of  Dallas-based 
Tyler  Corp.,  was  with  one  of  Tyler's 
directors  attending  the  Michael  Mil- 
ken/Drexel  Bumham  Lambert  Preda- 


tors' Ball  in  Beverly  Hills.  The  direc- 
tor was  charged  by  the  financial  en- 
ergy Milken  exuded.  McKinney  was 
scared.  "I  felt,"  he  recalls,  "like  I 
was  scuba  diving  in  a  shark  tank 
without  a  knife." 
McKirmey   had   something   better 


than  a  knife:  an  ability  to  think  for 
himself.  A  Harvard  Business  School 
graduate  who  had  gone  to  work  for 
Ling-Temco-Vought's  Jimmy  Ling  in 
the  early  1960s,  McKinney  had  start- 
ed Tyler  in  1966  by  buying  three  ltv 
companies.   Over  the  years  he  had 


Tyler  Corp.  's  unconventional  founder  and  chairman,  Joseph  McKinney 

"If  you  evaUiate  deals  bttaed  on  what  the  banks  wiil  lend  on,  you're  in  trouble. 
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made  dozens  of  acquisitions,  financed 
mostly  with  conventional  bank  debt 
and  bond  offerings,  and  had  built  Ty- 
ler's sales  to  over  $1  billion. 

McKinney  still  remembers  the  ex- 
cited director  at  the  Beverly  Hills  con- 
ference urging  him  to  jump  on  the 
junk  wagon  and  do  more  deals.  He 
recalls  the  conversation: 

"Joe,"  argued  the  director,  "the 
banks  wouldn't  do  these  deals  if  they 
didn't  hold  water."  Replied  McKin- 
ney: "If  you  evaluate  deals  based  on 
what  the  banks  will  lend  on,  you're  in 
trouble." 

Not  long  after  his  director  tried  to 
get  him  to  buy  more  assets,  McKin- 
ney decided  it  was  time  to  sell.  By  the 
time  his  most  recent  asset  sale  is 
completed  this  spring,  if  all  goes  as 
planned,  he  will  have  sold  off  more 
than  four-fifths  of  Tyler  and  distribut- 
ed to  shareholders  some  $415  million, 
around  $21  in  cash  and  acquirers' 
stock  per  Tyler  share.  Not  a  bad  re- 
turn on  a  stock  that  was  (and  current- 
ly is)  trading  at  9  or  so  before  McKin- 
ney started  unloading  assets. 

His  strategy  was  in  part  defensive. 
In  1987,  when  takeover  fever  had 
become  epidemic,  Tyler  had  opera- 
tions in  electronics  distribution,  spe- 
cialty coatings,  explosives  and  cast- 
iron  pipe  and  fittings  for  the  con- 
struction industry — just  the  kind  of 
collection  of  salable  assets  the  raid- 
ers were  looking  for.  McKinney: 
"Our  stock  was  at  9  to  10  and  was 
worth  22.  The  thought  of  a  raider 
popping  a  deal  on  us  at  15  was  to  me 
very  repugnant." 

Why  not  organize  an  insiders' 
buyout  and  capture  the  value  differ- 
ence for  management?  McKinney, 
who  owns  5%  of  Tyler's  equity,  turns 
up  his  nose.  "From  the  moment  you 
make  that  decision,  you  put  yourself 
on  the  other  side  of  the  table  from  the 
stockholder,  and  he's  the  guy  you're 
working  for." 

Instead,  McKinney  began  selling 
Tyler  Corp.'s  pieces  in  the  junk-bond- 
fueled  asset  market.  First  to  go,  in 
August  1988,  was  Tyler's  electronics 
distributor,  Hall-Mark  Electronics, 
sold  to  its  management.  McKinney 
paid  out  most  of  the  $211  million  net 
cash  proceeds  to  shareholders  as  a  spe- 
cial $10-a-share  dividend. 

Unfortunately,  the  dividend  from 
Hall-Mark  was  taxable  that  year.  Not 
so  the  proceeds  from  McKinney's 
next  sale.  A  year  later  he  sold  Reli- 
ance Universal,  Tyler's  specialty  coat- 
ings maker,  to  Akzo,  the  Dutch  chem- 
ical conglomerate,  in  a  deal  worth 
$268  million.  In  this  so-called  Morris 
Trust  transaction,  McKinney  put  the 
assets  he  wanted  to  keep,  the  explo- 


sives and  pipe  and  fittings  operations, 
into  a  subsidiary  and  spun  that  off  to 
shareholders,  tax-free.  What  was 
left— call  it  "old  Tyler"— was  Reli- 
ance, plus  $165  million  worth  of  Ty- 
ler's debt.  Then  Akzo  swapped  stock 
worth  $103  million  for  old  Tyler;  the 
Akzo  stock,  $4.86  worth  per  Tyler 
share,  was  distributed  to  Tyler  share- 
holders, who  won't  pay  tax  on  the 
Akzo  stock  until  they  sell  it. 

McKinney  is  preparing  another 
Morris  Trust  transaction.  This  in- 
volves selling  Tyler's  Atlas  Powder 
unit,  the  U.S.'  largest  maker  of  explo- 
sives, to  Britain's  Imperial  Chemical 
Industries.  The  deal,  valued  at  $193 
million,  should  close  in  late  spring. 

What  will  be  left?  Tyler,  virtually 
debt-free,  will  be  down  to  Tyler  Pipe, 
the  pipe  and  fittings  maker,  which 
had  $189  million  in  sales  last  year. 

Tyler  stock  currently  trades  at 
about  8%.  Assuming  the  ici  deal 
closes  as  planned,  Tyler  shareholders 
will  get  ICI  stock  worth  $6.16  per  Ty- 
ler share.  That  values  Tyler  Pipe  at 
about  $2.50  a  share,  or  3  times  the 
rump  company's  pro  forma  operating 
cash  flow.  Bradley  Purcell,  an  analyst 
who  works  with  investment  manager 


Mario  Gabelli  (whose  funds  own  9% 
of  Tyler),  figures  that  Tyler  will  trade 
at  about  4.5  times  cash  flow,  or  3 'A, 
after  the  deal.  If  the  ici  deal  falls 
through,  Tyler  will  likely  drop  back  to 
5  or  so  a  share. 

Assuming  the  deal  gets  done,  Mc- 
Kinney will  be  ready  to  start  rebuild- 
ing Tyler  again,  now  that  so  many  of 
the  late  1980s  leveraged  deals  are 
coming  unstuck.  "If  a  company  de- 
faults," he  says,  "then  its  senior  lend- 
ers can  sell  it  for,  say,  the  40  cents  on 
the  dollar  that  would  cover  them  and 
allow  them  to  escape  criticism  from 
the  bank  examiners."  He  says  he's 
looking  for  "the  Tyler  kind  of  compa- 
ny— drab,  nonglamorous,  fairly  low- 
growth,  with  a  dominant  industry  po- 
sition, well  managed,  that  in  return 
for  the  negatives  throws  off  cash  that 
we  can  use  to  improve  its  position  in 
its  industry  and  also  make  additional 
acquisitions." 

McKinney  hopes  to  pay  no  more 
than  five  times  operating  cash  flow. 
The  Tyler  units  McKinney  sold  went 
for  nine  to  ten  times  cash  flow. 
McKinney's  message:  Sell  high,  buy 
low,  get  rich.  But  above  all,  think  for 
yourself.  ■ 


After  Drexel,  no  other  Wall  Street  firm  has 
so  many  of  its  eggs  in  the  junk  bond  basket 
as  Donaldson,  Lufkin  &  fenrette.  Yet  no 
one  expects  DLj  to  go  under. 

It's  nice  to  have 
a  sugar  daddy 


By  Harcia  Berss 


JOE  RoBY,  the  burly  chief  of  in- 
vestment banking  at  Donald- 
son, Lufkin  &  Jenrette,  doesn't 
buy  the  common  wisdom  that  the 
junk  bond  business  is  finished  with 
the  demise  of  Drexel  Bumham  Lam- 
bert. Says  Roby:  "We  would  be  glad  if 
all  our  competitors  got  out  of  the 
high-yield  business." 

Where  others  see  only  blood  on  the 
floor,  Roby  sees  opportunity  for  his 
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Armen  Kachaturtan 


DLfs  head  of  high-yield  operatiorts,  Garrett  Moran 
"Product  that  makes  sense  will  still  get  done.' 


firm  in  junk  bonds — high-yield  secu- 
rities, the  practitioners  prefer  to  call 
them.  "There  has  been  significant 
structural  damage  done  to  the  high- 
yield  marketplace,"  he  says.  "It's  in 
disarray.  But  it's  like  the  over-the- 
counter  stock  market  in  1974-75.  It 
went  through  all  the  same  agonies. 
People  pronounced  it  dead.  Three 
years  later,  folks  couldn't  get  enough 
of  it." 

DLj  is  putting  its  money  where  its 
mouth  is.  As  a  percentage  of  business, 
only  Drexel  among  major  firms  was 
more  committed  to  junk  bonds  than 
this  subsidiary  of  the  $58  billion  (as- 
sets) Equitable  Life  Assurance  Society 
of  the  U.S.  (see  table).  Other  surviving 
firms  may  do  more  junk  underwriting 
measured  in  total  dollars.  In  1989 
First  Boston  had  8%  of  the  high-yield 
new  issue  market,  for  example,  while 
DLJ  took  5%.  But  junk  bonds  were 
29%  of  DLj's  underwriting  business, 
versus  only  5%  at  First  Boston.  And 
DLj's  junk  bond  exposure  doesn't  stop 
at  underwriting.  It  is  one  of  the  top 
three  firms  trading  junk  bonds  in  the 
secondary  market. 

That  DLJ  has  not  been  frightened 
away  from  junk  deals  was  demon- 
strated in  February  when  (with  lo- 
kerage  house  Smith  Barney)  it  took  ou 
the  refinancing  of  $1.7  billion  in  in- 
creasing interest  rate  loans  for  Wil- 
liam Farley's  leveraged  buyout  of  tex- 
tilemaker  West  Point-Pepperell 
(Forbes,  /«w,  H] — a  deal  many  on  Wall 
Street  believe  is  doomed. 


This  at  a  time  when  dlj  is  still 
holding  a  $295  million  bridge  note  out 
to  Vitro  S.A.,  for  example,  part  of  the 
big  Mexican  glassmaker's  purchase  of 
Anchor  Glass  Container  Corp.  last 
year.  Vitro  pays  dlj  5%  over  the 
prime  rate  for  the  loan,  dlj  also  holds 
a  $110  million  bridge  loan  that  fi- 
nanced the  management  buyout  of 


Deep  in junk 


In  the  1980s  Donaldson,  Lufkin  & 
Jenrette's  commitment  to  junk 
debt  trailed  only  Drexel's. 


Firm 


Junk  debt 

underwritings 

1980-89* 


Drexel  Burnham  Lambert 


57.6% 


Donaldson,  Lufkin  &  Jenrette       27.0 


Prudentiai-Baclie 


7.9 


Bear,  Stearns 


7.8 


Morgan  Stanley 


Merrill  Lynch 


6.5 


First  Boston 


6.1 


Shearson  Lehman  Hutton 


5.9 


Smith  Barney,  Harris  Uphara 


5.9 


PaineWebber 


5.7 


Kidder,  Peabody 


4.9 


Salomon  Brothers 


3.9 


GoldmaiT,  Sachs 


3.7 


Dean  Witter 


3.2 


*A.s  a  ponion  of  tiiMis  clomcstn  underwritings. 
Soiini-  iDli  Infomuiiion  Senices 


Rhode  Island-based  GTech  Corp.,  a 
provider  of  computerized  services  to 
government-sponsored  lotteries,  dlj 
points  out  that  GTech's  cash  flow  is  a 
very  healthy  two  times  its  interest 
expense  on  the  loans.  (Prior  to  the 
junk  market's  crash,  many  deals  were 
done  at  I 'A  to  I'/i  times  cash  flow.) 

DLJ  has  no  illusions  that  GTech  and 
the  other  deals  can  be  refloated 
through  public  offerings  of  junk  bonds 
to  the  mutual  funds,  insurers,  s&.ls 
and  other  former  junk  bond  custom- 
ers. It  expects  to  use  instead  private 
offerings,  where  it  will  deal  with  high- 
ly sophisticated  lenders  who  are  not 
worried  about  interim  fluctuations 
because  they  can  hold  the  bonds  to 
maturity.  This  ability  to  hold  to  ma- 
turity is  important  because  many 
junk  bond  holders  like  First  Executive 
Corp.  are  in  trouble  precisely  because 
they  must  constantly  mark  the  bonds 
to  market.  "In  private  placements, 
the  buyer  is  only  relying  on  the  credit 
[worthiness  of  the  issuer],  not  the 
credit  and  the  bond  market,"  notes 
Garrett  Moran,  the  35-year-old  head 
of  high-yield  operations  at  dlj.  He 
adds:  "Product  that  makes  sense  will 
still  get  done." 

Some  Wall  Streeters  question 
whether  Bill  Farley's  West  Point-Pep- 
perell deal  is  product  that  makes 
sense,  dlj,  clearly,  doesn't  share  this 
view.  Farley,  a  former  Drexel  client, 
in  1989  paid  $2.7  billion  to  buy  the 
sheet-  and  towelmaker.  The  deal  is  in 
trouble  because  asset  sales  to  raise 
cash  and  retire  debt  are  yielding  less 
than  expected.  At  the  same  time, 
West  Point's  customers,  big  depart- 
ment stores,  are  reeling  from  lever- 
aged buyout  woes. 

DLJ  got  the  Farley  deal,  beating  out 
American  Express'  Shearson  Lehman 
Hutton.  One  investment  banker  fa- 
miliar with  the  transaction  chalks 
DLj's  win  to  the  sugar-daddy  factor. 
The  rumor  is  that  dlj's  very  rich  par- 
ent, Equitable,  committed  itself  to 
providing  Farley  a  bridge  loan  should 
his  current  bridge  loan  holders — 
Wells  Fargo  Bank  and  Bankers 
Trust — want  to  bail  out.  dlj  strongly 
denies  any  such  side  commitment.  If 
it  was  given,  it  would  have  been  a  real 
plus  for  DLJ  in  landing  the  business  at 
a  time  of  tremendous  uncertainty  in 
deal  financing. 

Maybe  it  is  because  he  knows  that 
Equitable  stands  behind  dlj  that  loe 
Roby  can  say  with  confidence:  "High- 
yield  will  be  back."  He's  almost  cer- 
tainly right,  of  course;  markets  al- 
ways go  to  extremes,  and  the  time  to 
get  in  is  when  everybody  else  is  get- 
ting out.  The  player  with  staying  pow- 
er is  the  t)ne  that  wins  the  game.  ■ 
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For  Dresdner  Bank  and  for  the  man  who 
runs  it,  German  reunion  is  both  a  business 
opportunity  and  a  homecoming. 

Advance  agents 
of  capitalism 


By  Peter  Fuhrman 


Fl  OR  Wolfgang  Roller,  no  less 
than  for  the  bank  he  runs,  the 
pending  unification  of  the  two 
Germanys  means  a  homecoming. 
Roller  was  bom  60  years  ago  near  Hal- 
le in  what  is  now  East  Germany;  his 
Dresdner  Bank  originated  in  the  ba- 
roque Saxon  capital  of  Dresden 
1 1 8  years  ago. 

Like  Roller,  the  bank  moved 
west  after  the  Second  World 
War  and  flourished  there.  Roller 
is  now  chief  of  the  management 
board  of  the  bank,  which,  with 
consolidated  assets  of  $175  bil- 
lion at  year-end  1989,  is  the  sec- 
ond-largest bank  in  West  Ger- 
many and  the  26th  largest 
worldwide. 

Since  the  toppling  of  East 
Germany's  communist  regime, 
Dresdner  Bank  has  wasted  no 
time  rerouting  itself  in  the  East- 
em  half,  where  two-thirds  of  the 
bank's  assets  and  branches  were 
concentrated  prior  to  1945.  Al- 
ready Dresdner  Bank  has 
opened  7  offices  in  East  Germa- 
ny, and  it  plans  to  open  18  more 
in  the  coming  weeks. 

This  is  s.till  more  a  statement 
of  intent  than  a  dash  for  quick 
profits.  Dresdner  Bank,  along 
with  its  West  German  banking 
brethren,  has  been  denied  per- 
mission by  the  East  Germans  to 
operate  full-fledged  branches  in  East 
Germany.  So  Dresdner  offices  func- 
tion more  as  diplomatic  missions  for 
the  free  enterprise  system,  dispensing 
brochures  and  advice  on  joint  ven- 
tures, business  startups  and  personal 
financial  planning. 

Roller,  a  lean  and  energetic  man 
mnning  on  high  voltage,  left  East  Ger- 


many in  1948.  He  recalls,  with  undis- 
guised emotion,  sitting  in  a  Warsaw 
hotel  room  on  Nov.  9  of  last  year, 
transfixed  by  televised  reports  on  the 
breaching  of  the  Berlin  Wall.  "It  was 
immediately  clear  to  mc,"  he  says, 
"that  [East  Germany]  would  be  the 
main  target  for  the  bank  in  years  to 
come." 


Dresdner  Bank's  Wolff>cojf>  Roller 

Seven  East  German  offices,  soon  to  be  25. 


Within  a  week.  Roller  was  in  Dres- 
den, where  he  and  Dresdner  Bank 
were  greeted  like  long  lost  sons.  The 
Dresdner  office  opened  on  Jan.  2,  amid 
much  fanfare  and  a  special  concert  at 
the  city's  opulent  19th-century  Opera 
House.  Pressed  for  time  and  space,  the 
bank  is  converting  shipping  contain- 
ers into  temporary  offices  for  use  in 


other  parts  of  East  Germany. 

The  bank  can  easily  meet  the  cost 
of  establishing  itself  in  East  Germany. 
Under  Roller,  who  took  over  as  man- 
agement board  chairman  five  years 
ago,  Dresdner  has  had  a  reliably 
strong  record  of  growth  in  both  assets 
and  earnings.  From  1984  to  1988  its 
pretax  profits  rose  by  23%,  triple  the 
average  of  all  German  banks  over  that 
period. 

These  days,  Roller  says,  he  is  spend- 
ing nearly  half  his  working  hours  plot- 
ting the  bank's  moves  into  East  Ger- 
many. It  isn't  easy.  "There  is  a  run  on 
bank  accounts,  life  insurance  policies 
are  being  terminated  and  savings 
abandoned,"  reports  Roller.  "The 
economy  there  is  desolate  and  people 
have  stopped  working." 

Roller  looks  first  to  provide  a  safe 
home  for  East  Germans'  savings.  At 
the  moment,  these  are  held  in  East 
German  marks,  and  are  thus,  if  not 
now  worthless,  close  to  it.  But  the 
West  German  government's  plan  to 
convert  a  portion  of  these  East  marks 
to  hard  deutsche  marks  should  create 
a  pool  of  savings  of  roughly  DM80 
billion  ($48  billion)  spread  among  the 
16  million  people  remaining  in 
East  Germany. 

Despite  initial  reports  of  East 
Germans  spending  wildly  in 
West  Berlin,  Roller  insists  that 
East  Germans  will  be  as  thrifty 
as  their  West  German  confreres, 
and  thus  will  be  a  boon  for  the 
retail  banks  that  can  capture 
their  accounts.  By  getting  there 
early  and  by  emphasizing  its 
status  as  a  native  son,  Dresdner 
Bank  thinks  it  is  in  line  to  cap- 
ture the  largest  share  of  the  East 
Germans'  savings. 

Lending  money  will  be  tricki- 
er than  taking  in  deposits.  East 
German  bureaucrats  managed 
corporate  accounts  like  the  pay- 
masters for  an  organized  crime 
family.  No  precise  records  were 
kept  of  money  coming  in  and 
going  out.  "There  are  no  bal- 
ance sheets,  no  profit-and-loss 
accounts  for  any  East  German 
enterprise,"  says  Roller,  i,hak- 
ing  his  head  in  disapproval.  For 
a  banker,   the  whole  place  is 

nightmarish. 

Moreover,  it  is  sadly  clear  that  only 
a  handful  of  East  German  enterprises, 
in  their  current  state,  are  worth  in- 
vesting in.  Sorting  through  the  wreck- 
age, most  either  subsist  on  subsidies 
or  rely  slavishly  on  barter  sales  to  East 
Europe.  Meissen  pottery  and  Zeiss 
lenses  are  two  of  the  lucky  few  with  a 
solid  shot  at  lining  up  bank  credits 
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and  then  moving  on  to  a  stock  ex- 
change listing. 

Roller  sees  one  bright  spot:  the 
thousands  of  potential  small  entrepre- 
neurs who  will  spring  nimbly  into 
action  once  the  last  trappings  of  so- 
cialism are  swept  away.  These,  Roller 
thinks,  will  be  prime  prospects  for 
lending. 


Look  for  Dresdner  and  the  other 
German  banks  to  take  equity  stakes 
in  some  of  these  new  firms — just  as 
they  did  40  and  more  years  ago  in  war- 
shattered  West  Germany. 

By  Roller's  reckoning,  the 
deutsche-marking  of  East  Germany 
should  be  complete  before  July,  with 
political  union  to  follow  thereafter.  It 


all  looks  rather  hasty,  but  any  slower 
pace,  he  says,  will  send  even  more  of 
the  East  German  work  force  fleeing  in 
search  of  better  opportunities  in 
the  West. 

Straw  in  the  wind:  Each  weekday, 
as  many  East  Germans  now  visit 
Dresdner  Bank's  East  German  offices 
as  depart  for  the  West.  ■ 


The  European  Community  seems  to  be 
racing  toward  open  markets  in  1992,  but 
Europe's  airlines  have  other  ideas. 

Parlez-vous 
competition? 


By  John  Marcom  Jr. 


AIR  France  in  January  revealed 
its  strategy  for  coping  with  the 
b  coming  liberalization  of  the 
European  market  for  air  travel.  The 
state-owned  carrier  announced  the 
purchase  of  its  main  private-sector  ri- 
val, L'Union  des  Transports  Aeriens, 
known  as  uta;  the  deal  also  gave  Air 
France  control  of  the  country's  main 
domestic  airline,  Air  Inter,  which  is 
36%  owned  by  uta. 

Voila.  instant  monopoly.  Air  France 
now  controls  up  to  91%  of  France's 
airline  industry. 

A  case,  certainement,  for  Sir  Leon 
Brittan,  the  former  British  govern- 
ment minister  who  now  serves  as  the 
European  Community's  top  antitrust 
policeman.  Sure  enough.  Sir  Leon 
managed  to  persuade  his  fellow  Euro- 
pean Community  commissioners  to 
review  the  deal.  The  Brussels-based 
commission  determined  that  Air 
France  had  indeed  committed — in 
commission  argot — a  prima  facie  vio- 
lation of  the  European  Community's 
competition  rules. 

But  the  way  Brussels  works,  Air 
France  will  probably  get  to  keep  its 
local  monopoly.  Air  France  (1988  rev- 
enue, about  $6  billion)  w  the  French 
government — no  privatization  here. 
The  brother  of  Air  France  Chairman 
Bernard  Attali  is  a  top  adviser  to  Presi- 
dent Frangois  Mitterrand.  Jacques  De- 
lors — the  European  Commission  pres- 
ident, but  obviously  still  a  Frenchman 


at  heart — endorsed  the  deal. 

Thus  do  powerful  national  interests 
often  frustrate  the  commission's 
high-minded  plans.  The  Air  France 
takeover  case  causes  unease  among 
those  who  hope  that  1992  will  bring 
true  free  enterprise  to  the  European 
Community  and  not  simply  the  old 
cartels  writ  larger  (Forbes,  /««  22). 

Air  France  protests  that  it  is  only 
trying  to  even  the  score  with  big 
European  rivals  like  West  Germany's 


F.C  ioililriist  coj).  Sir  Leon  /in/fan 
Trying  to  hang  on  to  hia  credibility. 


Lufthansa  and  British  Airways, 
which  control  (although  not  quite  as 
overwhelmingly  as  Air  France  now 
does)  most  of  their  home  markets' 
domestic  traffic,  as  well  as  interna- 
tional routes  out  of  their  respective 
countries.  The  French  point  out  that 
only  two  years  ago  British  Airways, 
the  now  private  U.K.  airline,  swal- 
lowed its  number  two  rival,  British 
Caledonian. 

That's  all  true,  of  course,  but  hard- 
ly comforting,  since  Air  France's 
brother  European  airlines  have  been 
doing  a  lot  of  swallowing  on  their 
own.  British  Airways,  as  aggressive 
as  ever,  has  teamed  up  with  klm 
Royal  Dutch  Airlines  in  a  joint  ven- 
ture with  Sabena,  Belgium's  national 
airline.  The  aim  appears  to  be  to 
lock  up  access  to  Brussels,  one  of  the 
only  airports  in  northern  Europe 
with  expansion  room.  Lufthansa  re- 
cently signaled  its  interest  in  Inter- 
flug,  the  East  German  carrier — hop- 
ing to  make  a  united  Germany  a 
united  market. 

European  Community  ministers 
late  last  year  voted  through  a  fairly 
liberal  new  scheme  for  running  the 
airline  business  after  1992.  Most  air- 
lines fought  the  plan  tooth  and  nail; 
they  do  not  want  to  see  in  Europe  the 
kind  of  cutthroat  fare  competition 
that  U.S.  airlines  routinely  face.  The 
ministers'  plan,  hardly  a  drastic  one, 
will  give  carriers  more  freedom  to  un- 
dercut official  fares  (the  one-way 
economy  London-Paris  fare — around 
$160 — is  no  bargain  compared  with 
the  Pan  Am  Shuttle's  $119  weekday 
New  York-Boston  fares — hardly  a  bar^ 
gain  there  cither). 

Air  France  has  begun  integrating 
UTA  and  Air  Inter  into  its  operations. 
Ministers  and  bureaucrats  are  whis- 
pering that  Sir  Leon's  credibility  will 
suffer  if  he  docs  not  slow  the  merger 
pace  among  airhnes. 

The  situation  bears  watching.  The 
airline  mergers  by  themselves  arc  not 
inimical  to  free  competition,  but 
could  turn  out  to  be  so  unless  the 
European  Commission  takes  a  strong 
stand.  The  year  1992  could  be  a  land- 
mark on  the  road  to  freer  trade  in  the 
world.  Or  it  could  be  the  birth  of  a 
new  kind  of  cartclism.  ■ 
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There  are  538  banks  in  the  Cayman  Is- 
lands. One  of  the  islands'  most  unusiAul 
operators  may  he  Marion  Gilliam,  U.S.  so- 
cialite, penny  stock  promoter  and  a  bank- 
er to  Coniston  Partners. 

Marion  Gilliam's 
two  faces 


By  Stuart  Flack 


IN  A  BUSINESS  hcavily  populated 
with  hustlers  who  don't  know  foie 
gras  from  chopped  liver,  Marion 
G.H.  Gilliam  has  a  classy  act.  A  dis- 
tinguished 53,  he  runs  Givens  Hall  & 
Associates,  impressively  headquar- 
tered on  the  entire  24th  floor  of  a 
Manhattan  office  building  on  Madi- 
son Avenue  and  56th  Street.  Givens 
Hall  has  a  good-size  Cayman  Islands 
bank  as  well  as  operations  in  Paris  and 
London.    Forbes    estimates   Gilliam 


manages  at  least  $200  million  in  in- 
vestment funds,  most  of  it  from  over- 
seas. His  bank  numbers  among  its 
customers  the  prominent  U.S.  take- 
over house,  Coniston  Partners,  cur- 
rently a  substantial  shareholder  in 
UAL  Corp.,  parent  of  United  Airlines. 
Gilliam  would  impress  any  pro- 
spective client.  A  lawyer,  he  spent  20 
years  at  Schroder's  in  New  York  and 
London  before  leaving  in  1985  to  set 
out  on  his  own.  He  and  his  wife,  Oli- 
via, live  in  Manhattan  in  a  sumptuous 
apartment  at  1  Sutton  Place  South, 


overlooking  the  East  River.  He  can 
converse  in  French  and  German,  hav- 
ing been  educated  partly  in  Zurich 
and  Paris.  Gilliam  is  a  classical  pia- 
nist and  a  fixture  at  many  musical 
events.  Although  a  native  of  Ken- 
tucky, he  speaks  with  a  vaguely  Euro- 
pean accent.  Public-spirited,  Gilliam 
is  chairman  of  the  American  Council 
for  Drug  Education. 

This  sort  of  living  requires  money. 
Apparently  Gilliam  hasn't  always 
been  particular  about  how  he  made  it. 
Since  the  early  1980s  he  has  been  in-, 
volved  in  helping  to  promote  penny 
stocks  in  partnership  with  some 
shady  people.  He  was  a  subject  of  a 
three-year  investigation  by  the  Feder- 
al Bureau  of  Investigation  for  stock 
manipulation  and  wire  fraud,  al- 
though he  was  never  charged  and  de- 
nies any  knowledge  of  the  probe. 

After  the  Shah  of  Iran's  ouster  in 
1979,  Gilliam  began  to  attract  Iranian 
clients  to  Schroder's.  Many  had  es- 
caped with  jewelry  and  art  but  needed 
cash.  Gilliam  established  a  sort  of 
pawn  shop  at  Schroder's,  lending 
money  against  valuables.  According 
to  a  former  Schroder's  employee,  one 
client  was  former  Iranian  Minister  of 
Finance  Hushang  Ansary,  who  in  his 
exile  has  been  involved  in  peddling 
pink  sheet  stocks. 

Another  client  was  Raffie  Aryeh. 


Eddie  Keating 


^      Marion  Gilliam,  walking  to  work  at  Gii>ens  Hall  &  Associates  in  Manhattan 
Why  is  a  blue  blood  dahblUtg  in  pink  sheet  stocks? 
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Aryeh  and  Gilliam  began  to  dabble  in 
the  penny  stock  market  in  1981, 
when  Gilliam  was  still  at  Schroder's. 
Their  first  investment  was  Lucky 
Chance  Mining,  a  Nevada-based  gold- 
and  silver-mining  company.  Gilliam 
and  Aryeh  were  named  to  Lucky's 
board.  Lucky  filed  for  Chapter  1 1  pro- 
tection in  1982.  Then,  Western  Mine 
Management,  a  company  in  which 
Gilliam  owned  stock,  got  $200,000 
and  5  million  Lucky  shares  for  reorga- 
nizing Lucky  Chance.  After  the  re- 
structuring, Lucky's  stock  ran  to  bet- 
ter than  50  cents  a  share.  It  currently 
stands  at  less  than  a  penny  bid. 

Also  on  the  Lucky  Chance  board 
was  one  David  Klausmeyer,  a  Hous- 
ton-based penny  stock  promoter. 
Over  the  next  nine  years,  according  to 
sources  close  to  the  fbi, 
Gilliam  and  Klausmeyer 
joined  forces  to  promote 
many  stocks  of  question- 
able value. 

Asked  about  these  pro- 
motions, Gilliam  be- 
comes vague,  saying  he  re- 
calls only  about  a  half- 
dozen.  Those  he  recalls 
bore  names  like  Scientific 
Engineering  Instruments 
and  Iconics.  They  were 
registered  in  Nevada  or 
Utah  and  most  were  self- 
underwritten — no  broker/ 
dealer  served  as  formal 
underwriter.  Disclosure 
of  information  about  the 

companies    was    scanty.     

The  stocks  are  now  worthless  or  near 
worthless. 

One  near  worthless  stock  that  Gil- 
liam admits  involvement  with  is  Pro- 
file Diagnostic  Sciences.  This  stock 
went  public  in  1986  at  25  cents  a  unit, 
each  consisting  of  one  share  and  one 
warrant.  Gilliam  and  Klausmeyer 
were  involved  as  financial  consul- 
tants. The  stock  got  so  hot  that  it  ran 
up  to  $2.50  a  share  in  1987,  but  has 
since  collapsed.  An  address  for  the 
underwriter  of  Profile's  secondary  of- 
fering last  year:  P.O.  Box  1040,  West 
Wind  Building,  Georgetown,  Cayman 
Islands — the  same  box  used  in  a  1983 
penny  stock  promotion.  Healthcare 
Credit  Corp. 

Gilliam  denies  he  was  involved  in 
Healthcare  Credit,  but  according  to 
sources  close  to  the  fbi,  it  had  all  the 
earmarks  of  a  classic  Gilliam-Klaus- 
meyer  promotion.  Here's  how  it 
worked:  A  company  affiliated  with 
Klausmeyer  bought  a  Utah  shell  cor- 
poration called  Gemini  Invest- 
ments— all  2.5  million  shares — for 
about  a  penny  a  share.  Then  Gemmi 
merged  into  Healthcare  Credit,  keep- 


ing Healthcare  Credit  as  the  name. 
Next  the  combined  entity  issued 
some  12  million  new  shares  to  the 
public  and  to  insiders — at  prices  rang- 
ing from  50  cents  to  $1.  The  company 
was  supposedly  marketing  a  charge 
card  that  could  be  used  to  get  dis- 
counts on  hospital  bills. 

To  snare  investors.  Healthcare  ap- 
proached the  usual  network  of  disrep- 
utable brokers,  including  Blinder,*^ 
Robinson  and  First  Jersey  Securities. 
Healthcare  shares  jumped  as  high  as 
$2  a  share;  now  they're  worthless. 

Healthcare's  shareholder  list  shows 
that  1.5  million  shares  were  bought 
by  three  shell  companies  in  the  Cay- 
man Islands— Gilliam's  area  of  exper- 
tise. Two  of  these  companies,  Meja 
Ltd.  and  Tenadora  Ltd.,  did  business 


Coniston  Partners.  Paul  Tie)tie\\  Keith  Gollust  cnul  Augustus  Olirer 
They  deny  any  knowledge  of  Gilliam's  promotions. 


out  of  Post  Office  Box  1040  in  the 
West  Wind  Building  in  Georgetown, 
Cayman  Islands — the  same  post  office 
box  used  in  the  promotion  of  Profile 
six  years  later.  As  recently  as  last 
summer,  this  same  post  office  box 
was  used  as  the  address  of  World  Se- 
curities, the  underwriter  of  a  penny 
stock  issue  that  listed  both  Klaus- 
meyer and  Gilliam  as  promoters. 

Could  Gilliam  have  been  using  Cay- 
man Islands  accounts  to  hold  shares  of 
penny  stocks?  Gilliam  denies  it.  But 
the  fact  is  Cayman  companies  would 
have  been  ideal  places  to  hold  penny 
stocks  secretly  and  then  sell  them  to 
suckers.  Among  other  advantages, 
there  is  no  requirement  to  report  the 
sale  of  shares  through  these  Cayman 
outfits.  So  far,  the  U.S.govcrnmcnt  has 
been  blocked  by  Cayman  secrecy  laws 
and  unable  to  build  a  solid  case  against 
Gilliam  and  Klausmeyer. 

Last  summer,  Gilliam  and  Klaus- 
meyer filed  registration  statements 
with  the  Securities  &.  Exchange  Com- 
mission for  Nutri-Science,  a  company 
that  suppcvscdly  sells  diet  products. 
But  Nutri-Science  has  as  yet  no  reve- 


nues, and  the  phone  has  been  discon- 
nected at  its  East  Brunswick,  N.J. 
headquarters.  Yet  Gilliam  and  several 
Givens  Hall  employees  took  equity 
positions  in  the  company.  Watch  out 
for  this  one. 

More  recently,  Gilliam's  Givens 
Hall  has  turned  up  in  a  couple  of  big- 
time  deals.  In  13D  filings  made  by 
New  York's  Coniston  Partners,  the 
Givens  Hall  Cayman  bank  appears; 
also,  the  bank's  two  directors  are 
named  as  executives  of  a  firm  partici- 
pating in  Coniston's  takeover  of  tw 
Services  and  in  its  accumulation  of 
shares  in  giant  ual. 

Coniston's  Augustus  Oliver  denies 
that  Givens  Hall  or  anyone  connected 
with  it  has  invested  in  either  deal. 
Why,  then,  is  the  name  in  the  filing? 
nieungcouiimc  Rcplics  Ollvcr:  "We  were 
referred  to  Givens  Hall  by 
our  regular  law  firm, 
Cleary,  Gottlieb,  Steen  & 
Hamilton,  to  assist  us  in 
establishing  an  offshore 
corporation."  Oliver  says 
the  foreign  entity  was 
necessary  to  preserve  the 
tax  status  of  Coniston's 
foreign  investors.  Gilliam 
says  much  the  same 
thing:  "They  (Coniston) 
asked  us  to  set  up  a  com- 
pany to  hold  passthrough 
funds  for  [Coniston's]  for- 
eign clients." 

Coniston    insists    this 
service,  for  which  it  says 

it  paid  Givens  Hall  less 

than  $10,000,  was  its  sole  connection 
with  the  Cayman-based  outfit.  Did 
Coniston  know  about  Givens  Hall's 
somewhat  sleazy  connections?  Conis- 
ton, anxious  to  distance  itself  from 
Gilliam,  says  it  did  not  know. 

David  Klausmeyer  also  seems  to 
want  to  distance  himself  from  his  old 
associate.  Klausmeyer  told  Forbes  he 
spends  most  of  his  time  these  days 
working  with  the  Vatican  in  an  effort 
to  reprint  all  the  books  and  records  in 
the  Holy  See's  library,  going  back  to 
the  1st  century.  Perhaps  Klausmeyer 
is  doing  penance  for  the  cease-and- 
desist  orders  that  have  been  slapped 
on  his  firm  in  six  states  for  violating 
securities  laws  against  peddling  un- 
registered oil  and  gas  partnerships. 

And  what  does  Gilliam  say  of  all 
this?  When  we  asked  for  an  mtervicw, 
he  agreed  but  had  two  lawyers  sit  in. 
The  lawyers  frequently  broke  in  with, 
"He  isn't  going  to  answer  those  ques- 
tions." To  many  other  questions,  he 
sullenly  replied:  "I  don't  remember." 
But  the  questions  won't  go  away, 
and  they  suggest  there's  a  seamy  side 
to  Gilliam's  glamorous  public  face.  ■ 
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Asia      Series 


You  can  do  business  in  Japan 
witiiout  sheliing  out  a  fortune. 


For  many  companies,  the  biggest 
barrier  to  new  markets  has  been  the 
cost  of  business  trips.  Restaurants  can 
be  expensive,  and- even  the  smallest 
accommodations  may  carry  oversized 
bills.  Yet  those  willing  to  be  a  little 
adventurous  will  find  that  traveling 
comfortably  in  Japan  doesn't  require 
packing  a  suitcase  full  of  yen. 

Hop  on  the  bus. 

A  $20  bus  ride  from  Narita  Airport 
may  not  strike  you  as  a  bargain,  but 
compared  to  a  $150  taxi,  it  is.  The 
buses  marked  "Airport  Limousine" 
stop  at  all  the  major  hotels  in  Tokyo. 

Sleep  cheap. 

Business  hotels  are  a  fairly  new  phe- 
nomenon. Catering  primarily  to 


1990  Northwest  Airlines,  inc. 


Japanese  businessmen,  they're  clean, 
functional,  and  conveniently  located. 
Although  vending  machines  replace 
amenities  like  room  service,  at  $40  to 
$50  a  night  these  hotels  are  a  sound 
investment.  TWo  major  chains  are  the 
Tokvu  Inn  (tel.  03/406-0109)  and  the 
Washington  (tel.  03/434-5211). 

Food  for  naught. 

It  should  come  as  no  surprise  that 
you'll  save  money  eating  where  the 
locals  eat.  Good  and  reasonably 
priced  restaurants  can  be  found  in 
department  stores  and  the  basements 
of  office  buildings.  At  lunch,  ask  for 
teisboku.  It  means  special  of  the  day 
and  includes  rice,  miso  soup,  salad, 
meat  or  fish,  and  dessert— all  for 
around  five  dollars.  Ramenya  and 


sobaya  (noodle  shops)  are  perfect 
places  for  a  quick  and  tasty  meal. 

Northwest  notes. 

Since  your  time  is  money  too,  we 
make  it  as  quick  and  easy  as  pos- 
sible for  you  to  get  to  Japan,  by 
offering  daily  nonstops  from  the 
most  U.S.  cities.  So  you  can  count  on 
arriving  when  you  want,  rested  and 
ready  to  do  business.  And  we  give 
you  something  else  no  other  U.S. 
airline  can:  the  knowledge,  under- 
standing and  insight  that  comes  from 
over  40  years  of  helping  people  do 
business  in  Asia.  For  international 
reservations,  call  your  travel  agent 
or  Northwest  at  1-800-447-4747.  To 
find  out  more  about  doing  business 
in  Asia,  call  1-800-553-2215,  ext.  183. 


NORTHWEST  AIRLINES 


Henry  Ford  started  the 

assembly  line. 

Now  Volvo  has  stopped  it. 

For  natural  reasons. 


Vs 


isitors  to  the  small  town 
of  Uddevalla  on  Sweden's 
West  Coast  will  find  Volvo's 
latest  car  plant  situated  right 
by  the  sea. 

Inside  the  plant, 'the  great- 
est step  forward  in  the  history 
of  modern  car  production  has 
been  taken',  according  to 
many  experts. 

The  assembly  line  is  gone. 
Insteac,  cars  stand  in  work- 
shops during  assembly,  a  small 


team  building  a  complete  car. 

The  teams  of  workers  see 
themselves  as  families  and 
that  is  just  what  they  are.  Men 
and  women  of  all  ages  work 
side  by  side,  using  special  er- 
gonomically  designed  ma- 
chines developed  especially 
for  them. 

The  Uddevalla  workers 
have  already  demonslralcd 
that  their  way  of  making  cars 
is  more  natural,  and  often 


more  efficient,  than  the  tradi- 
tional assembly  line.  They've 
confirmed  Volvo's  belief  that 
responsibility,  involvement, 
camaraderie  and  joy  increase 
work  satisfaction  and  raise 
product  quality. 

Volvo's  thinking  is  quite  nat- 
ural: build  a*  car  with  commit- 
ment, pay  attention  to  quality, 
and  the  owner  will  soon  notice 
the  difference. 


VOLVO:  77,000  em- 
ployees worldwide.  Sales 
US  $  16  billion.  Business 
activities  encompass  cars, 
trucks,  buses,  marine  and 
industrial  engines,  aero- 
space, food  and  finance. 
Our  position  as  a  major 
international  group  with 
substantial  operations  in 
Europe  and  North  America 
is  a  result  of  quality,  safety, 
high  ethical  standards  and 
showing  care  for  people 
and  the  environment. 


California  officials  are  asking  a  revolu- 
tionary question:  Why  shouldn't  compa- 
nies operate  and  prof  it  from  the  roads  they 
finance  and  build? 

''We  have  to  keep 

this  growth 

machine  going" 


By  Ralph  King  Jr. 


WACKY  IDEAS  oftcii  emanate 
from  California,  but  here 
comes  one  that  makes  sense: 
privately  financed  and  operated  roads, 
bridges  and  tunnels. 

Early  last  month  representatives 
from  65  engineering,  construction 
and  financial  companies — including 
Bechtel,  Parsons,  Fluor,  Morrison 
Knudsen,  Perot  Group,  Citicorp, 
BankAmerica  and  Kidder,  Peabody — 
crowded  into  a  Sacramento  auditori- 
um. Under  discussion  was  up  to  $4 
billion  worth  of  transportation  proj- 
ects. These  included  a  new  bridge 
over  San  Francisco  Bay,  double-deck- 
ing sections  of  the  chronically  con- 
gested Ventura  and  Santa  Monica 
freeways  in  Los  Angeles,  a  3.5-mile 
tunnel  through  the  Santa  Monica 
Mountains  linking  the  San  Fernando 
Valley  with  West  Hollywood,  an  8.5- 


mile  freeway  extension  through  the 
heart  of  Orange  County,  and  an  11- 
mile  road  tying  San  Diego  with  the 
fast-growing  light  industrial  parks  on 
the  Mexican  border. 

What  was  special  about  these  dis- 
cussions is  this:  Under  four  pilot  proj- 
ects to  be  approved  by  the  end  of  this 
year,  private-sector  consortia  will  fi- 
nance, build  and  operate  each  of  the 
transportation  facilities  with  reve- 
nues generated  by  toils.  The  state  will 
own  the  infrastructure  and  assume 
legal  risks  but  lease  the  facilities  to 
private  parties  for  up  to  35  years.  Op- 
erators may  charge  whatever  the  traf- 
fic will  bear — as  well  as  fees  from  the 
development  of  adjacent  properties — 
to  recover  a  "reasonable"  rate  of  re- 
turn, as  determined  by  the  California 
Department  of  Transportation. 

Assuming  this  first  group  of  toll- 
ways  is  profitable,  predicts  Perot 
Group's  H.  Ross  Perot  Jr.,  developers 


will  descend  on  other  state  capitols 
for  toll  way  concessions.  Says  Perot: 
"Transportation  privatization  is  a 
huge  growth  industry  for  the  1990s." 

No  one  questions  the  need  to  get 
private  capital  involved.  Highway 
building  in  the  U.S.  has  been  at  a 
relative  standstill  for  the  past  15 
years.  Tight  state  and  local  govern- 
ment budgets  are  partly  to  blame.  Gas 
taxes  barely  meet  the  costs  of  main- 
taining and  policing  existing  high- 
ways. Environmental  approvals  have 
further  postponed  or  canceled  out- 
right long  overdue  road  expansion.  In 
fast-growing  regions,  the  economic 
impact  of  slow-moving  traffic  is  im- 
mense. In  Los  Angeles  County,  for 
example,  many  estimates  put  the  cost 
of  congestion  at  more  than  $1  billion 
a  year  in  wasted  time  and  fuel. 

Curiously,  the  U.S.  is  behind  Eu- 
rope in  letting  private  enterprise  loose 
on  the  highways.  That's  largely  be- 
cause the  federal  Interstate  program, 
created  by  President  Eisenhower  in 
1956  and  scheduled  to  officially  end 
in  1991,  stole  the  show.  But  while  tax 
dollars  helped  lay  ribbons  of  concrete 
across  America,  private  concession- 
aires in  France,  Italy  and  Spain  built 
more  than  5,300  miles  of  well-main- 
tained tollways  in  the  last  30  years. 

"What  this  (private  tollways)  has 
going  for  it  is  a  want  and  a  need,"  says 
Paul  Naglc  of  Pasadena-based  Parsons 
Corp.  "There's  a  want  on  the  part  of 
the  government,  which  is  our  basis  to 
work  together,  and  there's  a  need  on 
the  part  of  the  market." 

Dallas-based  Perot  Group  is  part  of 
a  consortium  that  includes  First  Bos- 
ton Corp.  and  Kicwit  Pacific  Co.,  a  big 
contractor.  They  arc  looking  into  a 
plan  to  double-deck  a  portion  of  the 
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Don't  call  it  a  deal 
without  a  letter  of  credit. 


The  24-hour 
container  division 
at  London's 
busy  Port 
of  Tilbury. 


International  trade  wouldn't  be  boom- 
ing the  way  it  is  without  banks  providing 
a  guarantee  that  the  flow  of  goods  will  be 
matched  by  a  flow  of  money. 

The  letter  of  credit  is  one  instrument 
among  many.  That  is  why  innovative  banks 
keep  coming  up  with  new,  ever  more  flexi- 
ble ways  of  financing  international  trade. 

UBS.  The  bank  of  experts. 


A  truly  international  bank  will  respond  to 
your  needs  with  all  its  resources. 

UBS  is  one  of  those  banks.  It  is  Switzer- 
land's leading  universal  bank,  and  one  of 
only  a  handful  of  AAA-rated  banks  in  the 
world.  Don't  call  it  a  deal  without  testing  us. 


UBS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago,  Los  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 
UBS  in  Canada:  Toronto,  Montreal,  Calgary.  Head  Office:  Union  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 


T>iu  annuuncecneni  is  noi  an  offer  to  *cll  or  a  tolicitaiion  of  an  offer  co  buy  any  of  theie  securities.  The  offering  is  made  onJy  by  the  Prospecnis.  copies  of  wKich  nuy  he  obtained  in  any 
State  in  whicfi  rhis  anrKXinameni  u  circulated  only  from  urwlerwriters  qualified  to  aa  as  dealers  in  securities  in  sudi  Scale 


March  12. 1990 


12,500,000  Shares 


The  Future  Germany  Fund,  Inc. 


Common  Stock 


Price  $18.00  Per  Share 


Deutsche  Bank  Capital 

Corporation 


PaineWebber  Incorporated 

Nomura  Securities  International,  Inc. 


Bear,  Stearns  &  Co.  Inc. 


Alex.  Brown  &  Sons 

IntorporiinJ 


Dillon,  Read  &  Co.  Inc. 


Donaldson,  Lufkin  &  Jenrette  A.  G.  Edwards  &  Sons,  Inc.  Goldman,  Sachs  &  Co. 

Sc-cuniii-s  Corporation 


Merrill  Lynch  Capital  Markets 


Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

ln(i)rporatf.>d 

Salomon  Brothers  Inc     Shearson  Lehman  Hutton  Inc.     Smith  Barney,  Harris  Upham  &  Co. 

Iniurpurateil 

Wertheim  Schroder  &  Co. 

IniuriKiratrJ 


Arnhold  and  S.  Bleichroeder,  Inc. 
Advest,  Inc.  Bateman  Eichier,  Hill  Richards  William  Blair  &  Company 

Iniurpuraied 

Ladenburg,  Thalmann  &  Co.  Inc.  C.J.  Lawrence,  Morgan  Grenfell  Inc. 

Neuberger  &  Berman  Oppenheimer  &  Co.,  Inc. 

Prescott,  Ball  &  Turben,  Inc.  The  Robinson-Humphrey  Company,  Inc 


Piper,  Jaffray  &  Hopwood 

IrutirpiiratrtI 


Rotan  Mosie  Inc.  Stephens  Inc.  Tucker  Anthony  Robert  W.  Baird  &  Co. 

lnior|ioratctl  Intorporatnl 


Furman  Selz  Mager  Dietz  &  Birney 

Incur  pijratinJ 


Howard,  Weil,  Labouisse,  Friedrichs 

Inttirptiraml 


Josephthal  &  Co. 

lniorp<iraled 


Rauscher  Pierce  Refsnes,  Inc. 


Roney  &  Co. 


VK 


^     PRLSERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 

Department  PA 

1785  Massachusetts  Ave.,  N.W. 

Washington,  D.C.  20036 
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heavily  clogged  Santa  Monica  Free- 
way that  winds  13  miles  from  the 
Pacific  Ocean  to  downtown  Los  Ange- 
les. Adding  a  5-mile-long  second  deck 
over  the  most  congested  section 
might  cost  as  much  as  $500  million. 
But  Ross  Perot  Jr.,  who's  considering 
such  a  project,  doubts  there  would  be 
much  financial  risk. 

"You've  got  thousands  of  cars  com- 
ing over  that  freeway  every  day,"  says 
Perot.  "That's  a  captive  market,  and 
you're  talking  about  radical  time  sav- 
ings for  those  drivers.  So  it's  not  very 
risky.  It's  a  preleasing  deal,  as  they  say 
in  office  building."  Perot  thinks  com- 
muters will  gladly  pay  a  $2  toll  each 
way — equivalent  to  40  cents  a  mile  in 
today's  money — to  zip  along  the  top 
deck  and  pick  up  maybe  an  extra  half 
hour  per  day.  These  days,  whose  time 
isn't  worth  at  least  $8  an  hour? 

As  envisioned  by  the  contractors, 
these  toUways  would  not  be  wait-in- 
line-to-drop-your-quarter  affairs.  Cal- 

**ThaVs  a  captive  market, 
and  you're  talking  about 
radical  time  savingsfor 
those  drivers.  So  it*s  not 
very  risky,**  says  Perot, 

ifomia's  new  generation  of  private 
tollways  IS  to  be  equipped  with  radio- 
frequency  sensors  that  can  read  a  mi- 
crochip on  a  windshield  at  60mph, 
and  automatically  debit  a  prepaid  ac- 
count or  generate  a  monthly  state- 
ment that  would  look  much  like  a 
phone  bill.  The  technology  exists. 
Also  like  the  phone  company,  charges 
will  vary  according  to  time  of  day, 
which  should  case  congestion.  Driv- 
ers with  daytime  errands,  for  exam- 
ple, could  choose  the  cheapest  off- 
peak  travel  times.  A  slightly  cruder 
system  is  already  at  work  in  Dallas  on 
the  publicly  operated  North  Tollway. 

Thoughtful  bureaucrats  are  all  in 
favor.  California  Department  of 
Transportation's  Carl  Williams,  who 
is  overseeing  the  pilot  projects,  notes 
that  by  paying  tolls,  the  people  who 
use  the  facilities  will  be  paying  for 
their  operation  and  maintenance. 
"Through  tolls,  people  will  begin  to 
pay  what  those  services  are  worth," 
Williams  says. 

Williams  estimates  the  state's  high- 
way needs  for  the  current  decade  at 
$50  billion  to  $80  billion,  only  a  frac- 
tion of  which  will  be  met  by  local, 
state  and  federal  funds.  Sounding  ev- 
ery inch  the  entrepreneur,  Williams 
says,  "We  have  to  figure  out  every 
creative  way  wc  can  to  produce  the 
services  we  need,  to  keep  this  |Cali- 
fornia]  growth  machine  going."  ■ 
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ANOTHER  GREAT  OFFER  FROM 
THE  EMPLOYEE-OWNERS  OF  AVIS,  INC. 

The  employee-owners  of  Avis  want 
you  to  experience  the  elegance  of  a 
Cadillac  Sedan  de  Ville  or  similar 
luxury-group  car  at  a  very  special 
rate.  With  SuperValue  Rates  and  fast 
service,  "We're  trying 
harder  than  ever  "to 
give  you  what  you  want 
in  a  rental  car. 

The  rate  is  available 
at  participating  U.S. 
corporate  and  licensee 
locations  and  is  non- 
discountable  (rate  not 
available  in  Metro 
N.Y).  Cars  and  rate  are 


a  day  Cadillac 
Sedan  de  Ville. 
100  miles/day 
included.  30(^/mile  there- 
after. Optional  Collision 
Damage  Waiver  $12.95/ 
day  or  less.  Rate 
available  at  participating 
locations.  Offer  good 
through  May  21, 1990. 


subject  to  availability  and  must  be 
returned  to  renting  location. 
Blackout  periods  apply  There  is  no 
refueling  charge  if  you  return  your 
tank  full.  Renter  must  meet  Avis  age, 
driver  and  credit  requirements.  There 
is  an  extra  charge  for  additional 
drivers,  local  taxes,  optional 
Collision  Damage  Waiver,  Personal 
Accident  Insurance,  Personal  Effects 
Protection  and  Additional  Liability 
Insurance,  where  available. 

To  drive  this  elegant  bargain,  call 
Avis  at  1-800-331-1212,  or  your  travel 
consultant. 


AViS 


® 


We're  trying  harder  than  ever." 


Avis  features  GM  cars.  Cadillac  Sedan  de  Ville. 

©1990  Wizard  Co.,  Inc. 


Four  decades  ago  Nelson  Poynter 
squeezed  his  older  sister  almost  completely 
out  of  the  family's  newspaper,  the  St.  Peters- 
burg Times.  Now  that  deed  has  come  back 
to  haunt  his  beneficiaries. 

Chink  in 
the  armor 


By  William  P.  Barrett 


Fl  lorida's  St.  Petersburg  Times 
(daily  circulation  340,000)  is 
one  of  the  few  independent  big- 
city  newspapers  left  in  the  U.S.,  most 
of  the  rest  having  been  swallowed  by 
chain  ownership  long  ago.  Financial- 
ly, the  well-regarded  paper  could  easi- 
ly maintain  that  independence;  the 
business  is  growing  and  lucrative.  Its 
debt-free  parent,  Times  Publishing 
Co.,  which  also  owns  Corjgressiorial 
Quarterly  and  several  magazines,  will 
generate  an  estimated  $40  million  in 
pretax  operating  cash  flow  this  year 
on  $200  million  in  revenues. 

But  here's  the  hitch:  Given  the  eco- 
nomic attractiveness  of  the  territory, 
the  paper's  quality,  its  conservative 
accounting  and  its  near-monopoly  po- 
sition, the  company  could  be  sold  for 
$500  million  and  maybe  a  lot  more. 


That  kind  of  money  is  tempting.  That 
kind  of  temptation  has  ended  the  in- 
dependence of  most  family-owned 
large  newspapers. 

The  Times  might  seem  invulnerable 
to  outside  takeover,  since  it  is  con- 
trolled by  a  tax-exempt  organization. 
But  that  hasn't  stopped  Robert  M. 
Bass,  the  secretive  Texas  billionaire 
and  takeover  artist,  from  acquiring  a 
minority  interest.  He  sees  a  chmk  in 
the  armor.  It  is  the  same  chink  that 
has  opened  the  way  into  chain  owner- 
ship for  so  many  other  formerly  fam- 
ily-owned papers:  family  squabblmg. 

The  Times  was  long  run  by  the  late 
Nelson  Poynter.  He  bought  the  then- 
insignificant  paper  in  1947  from  his 
parents.  That  was  before  Florida  be- 
gan the  explosive  growth  that  helped 
make  a  huge  winner  out  of  the  proper- 
ty. At  his  parents'  behest.  Nelson's 
older  sister,  Eleanor  Poynter  Jamison, 


also  got  a  big  stake,  40%  of  Times 
Publishmg  common  stock,  which  has 
voting  power,  and  a  similar  hefty  per- 
centage of  the  far  more  numerous  pre- 
ferred shares,  which  don't.  Each  com- 
mon and  preferred  share  pays  equal 
dividends. 

Tiring  of  his  sister's  alleged  med- 
dling in  company  affairs.  Nelson  cut 
her  holdings  a  few  years  later  by  call- 
ing in  all  her  nonvoting  preferred — 
but  none  of  his  own — as  permitted  in 
corporate  bylaws  for  a  low,  one-time 
payment.  Eleanor  retained  her  40%  of 
the  voting  common,  outvoted,  of 
course,  by  Nelson's  60%.  Without  the 
preferred,  her  diminished  stake  drew 
only  5.7%  of  what  already  was  a  rela- 
tively small  pot  of  dividends. 

Nelson  Poynter  was  obsessed  with 
keeping  the  paper  independent,  away 
from  his  family  and  run  by  a  single 
person.  One  reason:  Although  the 
Times'  strong  brand  of  liberalism  is 
today  closer  to  the  mainstream  of  big- 
city  U.S.  newspapering,  it  was  then 
very  unusual,  especially  in  the  South, 
and  he  wanted  to  keep  it  liberal. 

So  upon  his  death,  in  1978,  he 
willed  almost  his  entire  holdings  to 
what  is  now  the  Poynter  Institute  for 
Media  Studies,  a  tiny  school  he  had 
set  up  to  conduct  short  courses  for 
working  and  would-be  journalists.  Its 
nonprofit  nature  eliminated  estate 
taxes,  while  its  claimed  status  as  an 
"exclusively"  educational  charity 
avoided  tax  laws  barring  most  tax- 
cxempts  from  owning  profitmaking 
companies.  By  all  accounts  the  insti- 
tute's main  purpose  was  to  shield  the 
Times  and  keep  it  intact. 

Poynter  vested  effective  voting  con- 
trol of  Times  Publishing  in  his  hand- 


Andreiv  Barnes,  St.  Petersburg  Times  edit< )r  and  president  (left },  and  Robert  M.  liass 

One  says  he's  fighting  for  Journalistic  integrity,  the  other  for  shareholders'  rights. 
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"The  Glenlivef  is  Scotch  the  way 
it  M^as  originally. 
Indeed,  it  is  the  father  of  ail  Scotch: 


: What  is  a  single  malt  Scotch? 

A  single  malt  is  Scotch  the  way  it  was  originally':  one  single  whisky,  from  one  single 

dis(ille?7.  Not,  like  most  Scotch  today,  a  blend  ojmany  whiskies.  The  Glenlivet 

single  matt  Scotch  whisky  should  therefore  be  compared  to  a  chateau-bottkd  wine. 

Blended  Scotch  is  more  like  a  mixture  of  wines  from  different  vineyards. 

For  a  very  special  offer,  call  1-800-777 -GLEN,  Ext  303. 


—Sandy  Milne, 
Stillman  &  Resident  Sage. 


n 


is  Majesty's  Government 
bestowed  on  The  Glenlivet 
Distillery  the  very  first  license 
under  the  Act  of  1823  to  distill 
single  malt  whisky  in  the  High- 
lands. 

It  was  thus  that  The 
Glenlivet  became  known  as 
the  father  of  all  Scotch. 

In  more  recent  times, 
Derek  Cooper  has  written  in 
Whiskies  of  Scotland:  "The  dis- 
tillery... produces  a  dehcate  and 
full  flavoured  whisky  which  iS' 
unarguably  the  most  famous,  if 
not  the  greatest  in  the  world." 

Says  our  own  Sandy 
Milne,  "Mr  Cooper  knows  his 
onions.  1  couldn't  have  put  it 
better  myself." 


L 


The  Glenlivet. 
The  Father  of  All  Scotch. 


©1990  Imported  by  The  Glenlivet  Distilling  Company.  N  Y.N  Y  12  year-oid  angle  matt  Scotch /(hisky  A)c  43%l3yvo(  (86  proof)  The  Glenlivet  is  a  registered  trademark 


AIG  Issues  Forum 


Whyrefbrmingourria 

America  b  to  succee 


Excessive  iiABiiin  awards  make  it  tough 

FOR  us.  COMPANIES  TO  COMPEH. 

We  are  a  compassionate  society.  We  want  to 
compensate  those  who  have  suffered. 

But  when  our  courts  expand  traditional  con- 
cepts of  liability,  causing  defendants  to  pay 
excessive  compensation,  we're  adding  to  the  costs 
we  all  pay  for  goods  and  services.  We're  encourag- 
ing companies  to  stop  research  and  development 
on  new  products.  And  we're  even  making  it  harder 
for  U.S.  companies  to  compete  overseas. 

Paying  A  HIDDEN  TAX. 

In  reality  the  American  system  of  liability  has 
become  the  source  of  a  hidden  tax  on  our 
economy-a  tax  that  can  account  for  as  much  as 
50%  of  the  price  paid  for  a  product. 

What's  worse,  it  has  been  estimated  that  this 
hidden  tax  amounts  to  $80  billion  a  year-a  sum 
equal  to  the  combined  profits  of  the  nation's  200 
largest  corporations. 

Our  economic  competitors'  legal  systems  do  not 
encourage  litigation  to  the  extent  we  do.  Consider, 
for  example,  that  there  are  30  times  more  lawsuits 
per  capita  in  the  U.S.  than  in  Japan. 

Is  it  any  wonder  that  America  is  having  a  tough 
time  competing  in  overseas  markets? 

Uncert^inh  stifles  enhrprise. 

The  unpredictability  of  our  liability  system  is 
also  enormously  costly  to  American  competitiveness. 
For  example,  in  a  recent  survey  of  CEO's,  the  Con- 
ference Board  found  that  worry  about  potential 
liability  lawsuits  caused  47%  of  firms  surveyed  to 
discontinue  one  or  more  product  lines.  In  addi- 
tion, 25%  stopped  certain  product  research  and 
development,  and  39%  decided  against  introduc- 


ing a  new  product.  Meanwhile,  our  overseas 
competitors  continue  to  research  and  develop  new 
products  at  an  ever- increasing  pace. 

Are  we  controlling  risks 

OR  increasing  THEM? 

When  we  give  a  drunk  driver  the  right  to  sue  an 
automaker  or  highway  engineer  for  a  million  dollars 
after  a  crash,  are  we  controlling  risk? 

Or  just  encouraging  risky  and  careless  behavior? 

If  you  arc  a  manufacturer,  you  can  be  sued  even 
if  your  product  has  state-of-the-art  safety 
features.  Even  if  your  customer  misused  it  against 
your  instructions.  Even  if  the  risks  of  misuse 
were  obvious. 

When  lear  of  lawsuits  causes  physicians  to  limit 
services  to  patients-or  worse,  abandon  their  prac- 
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ty  system  bessential  if 
I  overseas  markets. 


tice  altogether-lack  of  adequate  medical  treatment 
means  greater  risks  for  everyone. 

Is  this  controlling  risk  or  increasing  it? 

Its  an  unhealthy  and  dangerous  situation  that 
needs  correcting. 

We  must  reform  our  "deep  pockets" 

APPROACH  TO  LIABILin. 

Specifically  we  need  to  change  our  approach 
and  base  liability  suits  on  fault. 

Our  current  system  often  encourages  the  frivolous 
suing  of  those  with  the  ability  to  pay-in  other 
words,  those  with  "deep  pockets."  But  does  it  make 
sense  to  hold  such  parties  entirely  liable,  even  if 
they  were  only  minimally  at  fault? 

A  MORE  RATIONAL  APPROACH. 

Those  who  suffer  economic  losses  b^ause 
of  another  party's  negligence  should  be  fairly  reim- 
bursed. No  one  could  argue  with  this  principle. 
There  should  also  be  just  compensation  for  pain 
and  suffering  resulting  from  real  and  severe 
injuries. 

But  can  we  afford  to  continue  a  system  that 
encourages  litigation  and  financial  judgements 
bearing  little  direct  relationship  to  fault  or  to  the 
actual  cost^bf  injuries  suffered? 

Clearly  a  better  approach  is  needed. 

Congress  HAS  A  ROLE. 

Legislation  providing  a  uniform  product  liability 
standard  would  allow  American  companies  to 
compete  without  the  burdens  of  excessive  liability 
risks.  And  this  would  unclog  the  courts  and  put 
American  business  in  a  stronger  position  as 
barriers  to  international  trade  and  investment  fall. 

There  is  proposed  legislation  before  Congress 


dealing  with  these  issues.  A  solution  to  the  liability 
crisis  is  vital  to  American  competitiveness,  and 
Congress  can  play  a  role  in  restoring  the  right 
balance. 

So  DO  THE  COURTS. 

When  all  is  said  and  done,  our  courts  are  the 
interpreters  of  our  laws  and  our  values.  Its 
our  values  as  a  society  that  count,  especially  as 
reflected  in  the  courts  and  individual  jury 
decisions. 

Together  our  legislative  and  judicial  branches 
must  recognize  the  damage  being  done  to 
American  competitiveness  from  the  current  lia- 
bility system.  And  help  America  restore  the 
proper  balance. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Group)  is  the  largest 
underwriter  of  comniercial  arid  industrial  insurance  in 
Ainerica,  and  the  leading  US.-based  international 
insurance  organization. 

Since  we  deal  every  day  with  issues  affecting  the 
future  of  the  world  ecoiwniy  it's  understandable  that  we 
champion  reform  designed  to  strengthen  American 
businesss  cotnpetitive  stance  in  global  mai  hets. 

Perhaps  ym'll  want  to  heep  the  ball  rolling  by  con- 
tacting your  elected  officials-judges  and  legislators- 
with  your  own  views. 

Or  if  you  prefer,  write  M.R.  Greenberg,  Chairman, 
AIG,  70  Pine  Street,  New  York,  NY  10270. 


r^ii^Workl  leaders  in  insurance 
and  financial  services. 
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MARTHA  LIVES  BY  THE 

CREDO  That  The  Outcome 

OF  YOUR  day  may  INDEED 
HANG  BY  ATHREAD. 


L/i* 


Martha,  Scanidrvft 
The  I'ii-rri-,  New  York 
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She  knows  in  ner  heart  that  an  impeccahle  appearance  can  he  one  of  your  strong  suits.  A 
sentiment  shared  hy  those  she  works  with.  From  the  valet  who  launders  your  shirts  and  presses  your  ScdSoilS 

trousers,  to  the  individual  who  collect?  your  shoes  each  nignt  and  returns  them  nl  dawn,  jiolislied  yj^^    ^V^vV  > 

to  perfection.  At  The  Pierre,  we  helieve  that  you,  as  well  as  your  room,  should  he  heautifully  appointed.       NEW  lORK 
I'iftii  Avenue  at  6l8t  Street,  New  York,  N.Y.  10021  PKoiie  (212)  838-8()()()  ..r  (800)  332-3442.        oiicof  Ih&lcaduxftl hnr\s of th^y^kxid* 
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picked  successor  at  the  Times,  Eugene 
Patterson,  who  would  pick  his  own 
successor,  and  so  on. 

Eleanor  died  in  1987.  Her  two 
daughters,  needing  money  for  estate 
taxes,  hired  newspaper  broker  Henry 
Ansbacher  Inc.  to  find  a  buyer  for 
their  small  remaining  stake  in  the 
newspaper.  Asking  a  rather  stiff  $120 
million,  the  broker  first  approached 
the  Times,  which  responded  with  a 
low-ball  offer  of  $2.5  million,  appar- 
ently figuring  no  other  buyers  would 
materialize.  What  was  there,  after  all, 
to  buy?  Voting  stock  that  could  al- 
ways be  outvoted  and  only  about 
$240,000  in  annual  dividends  from 
the  5.7%  holding. 

Hell  hath  no  fury  like  heirs  who  feel 
cheated.  The  daughters'  broker  even- 
tually contacted  Robert  Bass'  office  in 
Fort  Worth.  Bass,  who  specializes  in 
finding  undervalued  assets,  saw  the 
problems  but  also  grasped  the  oppor- 
tunity: Here  was  a  situation  where  he 
couldn't  lose  much  and  could  gain  a 
lot.  After  some  study,  Bass  put  togeth- 
er a  limited  partnership  of  still-un- 
named investors,  including  some  of 
his  advisers  who  sift  through  invest- 
ment opportunities.  In  August  1988 
the  group,  using  some  borrowed  mon- 
ey, bought  the  stock  for  about  $28 
million — slightly  less  than  5.7%  of  a 
$500  million  company — while  agree- 
ing to  give  the  daughters  40%  of  any 
profits  later  realized. 

After  more  than  a  year  of  jawbon- 
ing, the  Bass  group  recently  filed  a 
lawsuit  in  Tampa  federal  court  trying 
to  force  Times  Publishing  and  the 
Poynter  Institute  to  call  in  all  the 
j)utstanding  preferred  stock — just  as 
Nelson  Poynter  did  years  earlier  to 
Eleanor.  Currently,  the  preferred, 
which  far  outnumbers  the  common, 
pays  the  Poynter  Institute  dividends 
of  $2.9  million  a  year.  Times  Publish- 
ing's  corporate  bylaws  set  the  one- 
shot  price  on  calling  that  preferred  at 
a  meager  $280,000.  So  if  all  the  pre- 
ferred got  called,  the  Bass  group  would 
receive  not  5.7%  of  the  dividends 
but  40%. 

If  the  Bass  group  wins  its  lawsuit,  it 
in  effect  will  have  a  stake  worth  $130 
million  for  an  out-of-pocket,  at-risk 
investment  of  less  than  $20  million. 
In  addition,  the  left-out  daughters 
would  have  a  paper  profit  of  around 
$70  million  besides  the  $28  million 
cash  they  already  received  from  the 
Bass  group. 

It's  not  at  all  clear  the  court  will 
buy  Bass'  argument  that  paying  $2.9 
million  in  dividends  on  stock  callable 
for  less  than  10%  of  that  violates 
what  he  calls  a  fiduciary  duty  rurming 
only  to  common  shareholders.  Recent 


court  decisions  and  a  new  Florida  law 
passed  after  Times  lobbying  appear  to 
give  corporate  boards  a  lot  of  discre- 
tion there. 

But,  to  keep  up  the  pressure,  Bass 
recently  offered  $234  million  to  buy 
the  Poynter  Institute's  entire  stake  in 
Times  Publishing,  a  proposal  that  its 
trustees — mainly  Times  Publishing 
executives — rejected  immediately. 
However,  that  puts  the  institute  in  an 
awkward  position,  turning  down  so 
much  money  for  an  investment  that 
now  yields  only  1.4%  annually.  The 
Bass  group  has  also  spent  a  lot  of  mon- 
ey researching  how  to  challenge  the 
institute — in  court  or  before  Congress 
or  the  Internal  Revenue  Service — as  a 
tax  sham,  claiming  the  institute  real- 
ly benefits  the  newspaper,  when  it 
should  be  the  other  way  around. 

The  possibility  also  remains  that 


Si  Petersburg  Times 


The  late  Nelson  Poyntet- 

He  hated  his  sister's  meddling. 

Times  Publishing  sooner  or  later  will 
weary  of  the  threat  and  use  its  fat  cash 
flow  to  buy  out  the  Bass  group  at  a 
juicy  profit  without  using  the  word 
greenmail. 

Directing  the  opposition  to  the 
Texas  marauders  is  Times  Editor  and 
President  Andrew  Barnes,  a  50-year- 
old  Harvard-educated  newsman 
who's  been  on  the  paper  since  1973 
and  assumed  the  top  post  just  after 
Bass  bought  the  stock.  Besides  assert- 
ing that  the  legal  and  tax  structures 
will  pass  muster,  defender  Barnes  is 
wrapping  himself  in  the  mantle  of 
journalistic  integrity.  Challenger  Bass 
presents  himself  as  a  crusader  for 
shareholder  rights  and  justice  for  the 
daughters. 

Nelson  Poynter  pulled  a  fast  one  on 
his  sister  40  years  ago.  From  the  grave, 
she  is  exacting  her  revenge.  ■ 
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The  Up  &  Comers 


Turnaround 


While  many  fast-food  chain  operators  look 
for  healthy  new  entries  to  feed  the  masses, 
Oklahoma  s  Sonic  Industries  sticks  reso- 
lutely to  the  1950s. 

"People  talk  thin 
but  eat  fat" 


By  Seth  Lnbove 


OVERWORKED  PEOPLE  are  hap- 
pier," says  C.  Stephen  Lynn, 
the  head  of  fast-food  franchiser 
Sonic  Industries  Inc.,  who  has  purged 
management  and  slashed  Sonic's  staff 
over  the  last  few  years. 

But  if  that  sounds  heartless,  consid- 
er the  enormity  of  the  task 
that  confronted  Lynn  when 
he  was  called  in  to  resurrect 
Sonic  in  1983.  Says  Lyrm  of 
the  hundreds  of  franchisees 
he  had  to  bend  around  to  his 
way  of  thinking:  "They  were 
small-town,  poor-back- 

ground, red-necked,  stiff- 
necked,  pride-filled  entrepre- 
neurs. They  were  people  who 
take  resistance  to  change, 
and  compound  it  some." 

Sonic  is  based  in  Oklaho- 
ma City.  It  has  1,011  fast- 
food  outlets,  all  but  90  of 
them  franchised,  scattered 
across  21  Sunbelt  states.  In 
an  age  of  automation,  Sonic's 
stores    still    use    energetic 

young   carhops.    Sonic   was    

started  31  years  ago  by  Troy  N.  Smith 
Sr.  from  a  single  roadside  root  beer 
stand  in  Shawnee,  Okb.  Smith  added 
parking  stalls  where  customers  could 
order  via  an  intercom,  a  high-tech 
touch  at  the  time.  Smith  and  a  pa.'-tner 
opened  three  more  of  the  drive-ins, 
then  franchised  the  concept  in  1960, 
christening  it  with  a  futuristic  word 
that  was  just  entering  the  language: 
"Sonic,"  for  the  chain's  fast  service. 

As  many  franchising  concepts  do, 


Sonic  grew  rapidly.  Smith  formed  a 
corporation  to  oversee  the  growing 
chain,  and  took  it  public  in  1974. 

Unfortunately,  Smith  sold  most  of 
the  stock  to  his  franchisees — who 
ended  up  running  Sonic  Industries' 
board — and  they  treated  their  stores 
as  cash  cows  to  be  milked,  refusing  to 
pour  any  money  back  in.  There  was 


Troy  Smith's  first  roadside  stand 

Nostalgia  gets  them  in,  quick  service  gets  them  out 


little  consistency  or  cooperation  in 
purchasing,  advertising  or  restaurant 
design.  By  the  early  1980s,  Sonic  In- 
dustries' rapid  growth  had  turned  to 
rapid  decay. 

In  1983  Smith  hired  Lynn.  Then 
only  35,  Lynn  had  worked  at  Ken- 
tucky Fried  Chicken  and  a  string  of 
West  Coast  theme  restaurants,  and 
knew  something  of  the  inherent  ten- 
sion between  franchisees  and  franchi- 
sors. He  spent  his  first  two  years  out 


stumping  among  the  franchisees,  try- 
ing to  get  them  to  work  together. 

The  franchisees  weren't  as  thick- 
headed as  Lynn  had  feared.  They  re- 
sponded to  his  pleas.  Last  year  the 
franchisees  spent  $5  million  on  tele- 
vision advertising,  up  from  $350,000 
four  years  agO;  a  consistent  Sonic  im- 
age campaign  now  features  beach- 
blanket  movie  idol  Frankie  Avalon,  a 
natural  tie-in  with  Sonic's  I950s-era 
carhops.  Lynn  also  convinced  franchi- 
sees to  upgrade  their  restaurants  with 
neon  and  aluminum  siding. 

When  Lynn  arrived,  the  1 10  compa- 
ny-owned stores  were  losing  $1.5  mil- 
lion a  year.  He  sold  interests  in  some, 
and  closed  others.  The  90  remaining 
stores  now  make  a  $7.7  million  annu- 
al profit.  Sonic  Industries'  system- 
wide  sales — aggregate  sales  for  all  of 
Sonic's  outlets — reached  $409  million 
last  year.  Since  Lynn's  arrival,  average 
per-unit  sales  have  climbed  51%,  to 
over  $400,000;  average  store  profits 
have  climbed  70%,  to  over  $49,000. 

Business  got  so  good,  in  fact,  that  in 
1986  Lynn  took  Sonic  private  in  a  $19 
million  leveraged  buyout.  Last  year 
Sonic  undertook  a  $35  million  recapi- 
talization with  MAST  Resources  Inc.,  a 
New  York  merchant  banking  firm. 
Chairman  Lynn  owns  18%  and 
founder  Troy  Smith  owns  5%,  while 
other  corporate  managers  and  outside 
investors  own  the  rest.  (Art  Linkletter 
was  also  an  early  investor 
in  the  lbo,  but  has  since 
been  bought  out.)  Lynn 
won't  disclose  the  com- 
pany's profits,  but  he  vol- 
unteers that  Sonic  Indus- 
tries is  now  worth  over  $65 
million. 

Lynn  knows  something 
about  valuing  fast-food 
companies.  During  the  last 
four  years,  he  has  launched 
bids  for  Roy  Rogers, 
Church's  Fried  Chicken 
and  A&w  Restaurants, 
among  others.  Why  go  after 
another  chain?  "Steve  is. 
someone  who  wants  re- 
spect," replies  Richard  F. 
Sherman,  a  former  chief  ex- 

ccutive  of  Church's   Fried 

Chicken  who  teamed  up  with  Lynn 
on  one  bid. 

But  in  each  prospective  deal,  Lynn 
was  either  outbid  or  found  the  terms 
too  objectionable.  In  the  a&w  Restau- 
rants case,  for  example.  Sonic  was  of- 
fered the  chain  under  the  condition 
that  A&w's  owner,  Detroit  developer 
Alfred  Taubman,  retain  a  25%  inter- 
est in  the  combined  business.  Lynn, 
not  surprisingly,  declined. 
According   to   J.    Vernon    Stewart, 
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lioug  Milner 


C.  Stephen  Lynn,  Sonic  president  and  chief  execiitiiv  officer 

His  challenge:  "red-necked,  st^QT-necked,  pride-filled,  entrepreneurs. 


Sonic's  former  chief  operating  officer, 
not  winning  a  big  chain  was  the  best 
thing  that  could  have  happened  to 
Sonic.  "But  for  the  grace  of  God  we 
would  have  got  in  some  quicksand 
that  would  have  sunk  Sonic,"  says 
Stewart,  who  left  Sonic  for  a&w  Res- 
taurants last  year. 

Yet  with  Stewart  gone,  Lynn  now 
seems  to  agree  with  him,  asserting 
that  futura  growth  will  come  inter- 
nally. "I  have  come  to  the  conclu- 
sion," he  says,  "that  this  little  compa- 
ny can  become  the  bigger  deal." 

There's  no  question  that  Lynn  runs 
a  tight  ship.  All  those  carhops,  for 
example,  may  appear  to  be  an  expen- 
sive anachronism;  in  fact,  they  make 


good  economic  sense.  Almost  two- 
thirds  of  the  fast-food  business  in 
America  today  is  takeout,  much  of 
that  from  drive-through  windows. 
Most  Sonic  outlets  have  24  drive- 
through  stalls,  instead  of  one  for  the 
typical  fast-food  joint;  the  average 
waiting  time  for  an  order  at  a  Sonic 
outlet  is  less  than  four  minutes. 

Unlike  fast-food  outlets  in  tight  la- 
bor markets  such  as  California  or 
Massachusetts,  Sonic  has  had  few 
problems  finding  workers.  Most  Son- 
ics  arc  in  small  towns,  where  locals 
are  happy  to  take  the  jobs  at  about 
$4.50  an  hour.  The  average  Sonic 
stand  operates  with  about  two-thirds 
the  work  force  needed  to  run  a  typical 


McDonald's.  Remember:  If  the  cus- 
tomers eat  in  their  cars,  cleaning  up  is 
their  problem,  not  Sonic's. 

Another  secret:  Sonic's  store  man- 
agers are  also  investors  in  the  fran- 
chises they  run.  Thus  some  3,000  in- 
dividuals own  the  equity  of  Sonic's 
1,0 11  units;  elsewhere  in  the  fast-food 
industry,  the  typical  ratio  is  one  own- 
er to  six  units.  With  a  piece  of  the 
business,  Sonic's  workers  strive  to 
make  the  franchise  successful.  A 
manager  makes  an  average  of  $50,000 
a  year — good  money  in  the  small 
towns  where  Sonics  are  found. 

Sonic  sticks  to  what  it  knows  sells: 
traditional  fast  fare  like  burgers,  fries, 
onion  rings  and  hot  dogs. 
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Salad  bars?  Pasta?  Forget  it,  Lynn 
says  that  fast  food  and  healthy  eating 
don't  go  together.  "People  talk  thin 
but  eat  fat,"  he  says.  Sonic  is  testing  a 
grilled  chicken  sandwich  on  a  wheat 
bun,  a  grudging  concession  to  dieters. 

Lynn  says  he  anticipates  system- 
wide  sales  will  nearly  quadruple,  to  as 
much  as  $1.5  billion  by  1995,  and 


pledges  to  bump  Burger  King  as  the 
number  two  burger  chain  in  the 
Southwest  (Sonic  says  it  is  now  third). 
While  increasing  sales  fourfold  in  six 
years  is  probably  an  unachievable 
goal,  there  are  those  who  still  see  con- 
siderable potential  in  the  chain.  Sonic 
has  signed  up  as  a  Florida  franchisee 
Charles  Olcott,  a  former  president  gf 


Burger  King  usA.  Olcott  has  commit- 
ted to  build  as  many  as  300  Sonic 
restaurants  in  Florida  by  1996.  "Son- 
ic," says  Olcott,  "executes  the  funda- 
mentals of  fast  food  as  well  as  or  bet- 
ter than  anyone  in  the  mdustry." 

From  one  of  the  worst  in  the  busi- 
ness to  one  of  the  best:  That's  quite  a 
journey  to  make  in  just  seven  years.  ■ 


The  Up  &  Comers 


Opportunities 


KCS  Group's  Jim  Christmas  has  several 
things  going  for  him,  not  least  among  them 
his  very  good  fortune. 

One  lucky 
accountant 


By  Aljrssa  A.  Lqipen 


WHEN  you're  tapped  to  ruu  a 
conglomerate  of  losers,  it 
helps  to  be  lucky.  Consider 
the  case  of  James  Christ- 
mas. A  former  Arthur  An- 
dersen accountant,  Christ- 
mas, now  42,  joined  New 
Jersey  gas  utility  holding 
company  nui  Corp.  12 
years  ago.  He  rose  to  vice 
president  of  planning — that 
was  better  than  auditing 
other  people's  books,  but  it 
was  still  a  lot  less  exciting 
than  running  a  company. 

Then  Christmas  got 
lucky.  A  little  over  two 
years  ago,  nui's  board  de- 
cided to  bundle  up  nui's 
nonutility  holdings,  most 
of  them  moneylosers,  and 
spin  the  grab  bag  off  to 
stockholders  in  the  form  of 
KCS  Group.  The  board 
picked  Christmas  to  run 
the  new  outfit. 

A  big  risk?  Not  at  all.  It 
was  a  no-lose  situation  for 
the  gray-haired,  slightly 
built  young  man.  The  as- 
sets that  KCS  Group  com- 
prised    couldn't     perform 


much  worse  than  they  already  had.  A 
propane  distribution  division  was 
slipping  as  larger  companies  moved 
into  its  western  New  Jersey  market. 
Kcs'  real  estate,   mainly  abandoned 


Thomas  lannu/yi 


KCS  Group's  James  CJyrismuts 

A  no-lose  situation/or  the  young  man. 


railroad  tracks,  threw  off  virtually  no 
income.  Computil,  a  computer  data 
firm  that  sells  hand-held  parking  tick- 
et meters  and  private  credit  card  ser- 
vices, was  losing  as  much  as  $250,000 
a  month. 

Fortunately,  there  was  a  jewel  bur- 
ied in  this  muck:  the  oil  and  gas  drill- 
ing subsidiary,  which  Christmas  had 
been  overseeing  for  a  year,  and  which 
had  returned  to  profitability  just  be- 
fore nui's  board  created  and  spun  off 
KCS  Group. 

Christmas  focused  on  unmucking 
the  jewel.  He  sold  the  computer  data 
firm  to  its  president  for  nearly  $1  mil- 
lion in  cash  plus  notes  convertible 
into  up  to  15%  of  Computil's  stock; 
that  way  kcs  will  benefit  if  Computil 
ever  succeeds.  Last  fall  he  sold  the 
company's  propane  distribution  arm 
for  about  $24  million;  that  added  $9 
per  share  aftertax  in  cash  to  the  com- 
pany's coffers  and  helped  cut  kcs 
Group's  debt  to  less  than  $1 
million  today.  Christmas 
also  sold  a  15-mile  railroad 
right-of-way  to  Columbia 
Gas  Transmission  Corp.  for 
$2.5  million  in  cash  but  re- 
tained the  rights  to  lay  ca- 
ble television  and  fiber-op- 
tic cables  in  the  future. 

While  he  was  selling  as- 
sets he  didn't  want,  Christ- 
mas also  continued  cutting 
costs  at  the  oil  and  gas  pro- 
duction operation,  which 
he  did  want.  After  reducing 
the  subsidiary's  staff  from 
125  to  23,  he  began  looking 
for  small  oil  and  gas  proper- 
ties to  buy.  His  reasoning 
was  that  oil  and  gas  prices 
had  fallen  so  far  that  further 
downside  risk  was  now 
minimal.  He  also  hoped  to 
expand  kcs  Group's  natural 
gas  pipeline  and  marketing 
businesses,  by  both  acquir- 
ing new  pipelines  and  re- 
serves and  adding  other  pro 
ducers  to  the  customer  list. 
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Success  is  more 
than  knowing  how 

it's  knowing  when. 


Football  players  work  years  building  up  their 
size,  strengtn  and  speed,  but  football  games  are 
won  with  timing. 

When  the  defense  is  spread  out  and  the 
linebackers  have  dropped  back,  you  don't  have 
to  be  an  All-Pro  to  gain  big  yardage  from  a 
simple  draw  play. 

Timing  is  the  secret  of  everything  in  life, 
especially  in  treating  hair  loss.  The  sooner 
you  start  using  Rogaine,  the  better  your 
chances  of  success. 

Two  million  men  have  already  tried  Rogaine. 
It's  not  a  conditioner  or  cosmetic.  It's  a  treat- 

IF  YOU'RE  LOSING  YOUR  HAIR, 

DON'T  LOSE  TIME. 

SEE  YOUR  DERMATOLOGIST 

OR  FAMILY  DOCTOR  OR  CALL: 

1-800-558-2500  EXT  627 


ment  for  male  pattern  baldness  of  the  crown 
that's  been  tested  by  dermatologists  and  is 
available  only  with  a  prescription  from  your 
doctor 

So  if  you  always  want  to  look  the  best  you 
can,  see  your  doctor  now  about  Rogaine... 
while  time  is  still  on  your  side. 

For  more  information,  a  list  of  doctors  near 
you,  and  a  certificate  worth  $10  as  an  incentive 
to  visit  your  doctor  (sorry,  this  offer  is  available 
for  men  only),  call  this  toll-free  number  or  send 
us  the  attached  business  reply  card  or  the 
coupon  below. 


Please  send  me  a  $10  certificate  as  an  incentive  to 
see  my  doctor.  Send  coupon  to:  The  Upjohn  Company, 
PO  Box  9040,  Opa  Locka,  FL  33054-9944 
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Ro^aine 

SKn    •-'minoxidil  2^ 


The  only  product  ever 
proven  to  grow  hair. 

What  It  ROCAME? 

ROGAINE  Topical  Soluiion  discovered  and  made  by  The  Upiohn  Company,  is  a  slandardiied  topical  (lor  use  only  on  the  skinl 
prescnplion  medication  proved  ellective  lor  the  long-term  treatment  o(  male  pattern  Ijaldness  of  the  crovin 

ROGAINE  IS  the  only  topical  solution  ol  minoxidil  Minoxidil  m  tablet  lorm  has  been  used  since  1980  to  lower  blood  pressure 
The  use  ot  minoxidil  ablets  is  limited  to  treatment  ol  patients  v»ith  severe  high  blood  pressure  When  a  high  enough  dosage  m 
tablet  (orm  IS  used  to  lower  blood  pressure,  certain  effects  that  merit  your  attention  may  occur  These  effects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  ot  absorption  ol  minoxidil,  much  lower  than  that  ot  persons 
being  treated  with  minoxidil  tablets  lor  high  blood  pressure  Therefore,  the  likelihood  thai  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  effects  associated  with  minoxidil  tablets  is  very  small  In  tact ,  none  of  these  ellecis  has  been  directly 
attributed  to  ROGAINE  m  clinical  studies 
Hm  HM  cm  I  iipKt  rasatti  from  using  ROtAIIE? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  taster  results  than  others  others  may  respond  with  a  slower  rale  ol  hair  grovrth  You 
should  not  expect  visible  growth  m  less  than  tour  months 
II I  rcipond  to  ROGAINE,  what  will  tlia  Kair  look  like? 

If  you  have  very  little  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  soli,  downy,  colorless  hair  that  is  barely 
visible  After  further  treatment  the  new  hair  should  be  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  II  you  start 
with  substantial  hair  the  new  hair  should  be  ol  the  same  color  and  thickness  as  the  rest  ol  your  hair 

Now  long  do  I  nood  to  ato  ROCAINE? 

ROGAINE  IS  a  treatment,  not  a  cure  11  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  alter  a  reasonable  period  ol  time  (at 
least  four  months  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 
What  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  kaIr? 

II  you  stop  using  ROGAINE  you  will  probably  shed  ihe  new  hair  within  a  lew  months  alter  stopping  treatment 

What  is  the  dosage  ol  ROGAINE? 

You  should  apply  a  1  mL  dose  ol  ROGAINE  two  times  a  day,  once  in  the  morning  and  once  at  night,  before  bedtime  Each 
bottle  should  last  about  30  days  lone  month)  The  applicators  m  each  package  ol  ROGAINE  are  designed  lo  apply  the  correct 
amount  ol  ROGAINE  with  each  application  Please  refer  to  the  Instructions  lor  Use 

What  il  I  mitt  a  dote  or  lorget  to  use  ROGAINE? 

It  you  miss  one  or  two  daily  applications  ol  ROGAINE,  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  You  should  not  attempt  to  make  up  tor  missed  applications 
Can  i  use  ROGAINE  more  than  twice  a  da|?  Will  it  work  latter? 

No  Studies  by  The  Upiohn  Company  have  been  carefully  conducted  to  determine  the  correct  amount  ol  ROGAINE  to  use  10 
obtain  the  most  satislactory  results  More  frequent  applications  or  use  of  larger  doses  (more  than  one  mL  twice  a  day)  have  nol 
been  shown  to  speed  up  the  process  ol  hair  growth  and  may  increase  the  possibility  ol  side  etiecis 
What  are  the  most  common  side  ellectt  reported  in  clinical  ttadiet  with  ROGAINE? 

Studies  ol  patients  using  ROGAINE  have  shown  that  the  most  common  adverse  ellecis  directly  attributable  lo  ROGAINE 
Topical  Solution  were  itching  and  other  skin  irritations  ol  Ihe  treated  area  of  the  scalp  About  5%  ol  patients  had  these 
complaints 

Other  side  ellecis,  including  lightheadedness,  diumess  and  headaches  were  reported  by  patients  using  ROGAINE  ot 
placebo  (a  similar  solution  without  the  active  medication) 

What  are  tome  ol  the  side  oHects  people  ha«e  reported? 

The  Irequency  ol  side  ellecis  listed  below  was  similar,  except  for  dermatologic  reactions,  in  the  ROGAINE  and  placebo 
groups  Respiralory  (bronchitis,  upper  respiratory  infection,  sinusitis),  Dermatologic  (irritant  or  allergic  contact  dermatitis, 
eczema,  hypertrichosis,  local  erythema  pruritus,  dry  skin/scalp  llaking,  exacerbation  ol  hair  loss,  alopecia) .  Gastrointestinal 
(diarrhea,  nausea,  vomiting), ^euro/og/ (headache,  dizziness,  taintness,  light-headedness),Musc(/(osA^e/era/(lractures,  back 
pain,  tendinitis).  Cardiovascular  (edema,  chest  pain,  blood  pressure  increases/decreases,  palpitation  pulse  rale  increases/ 
decreases).  Allergy  (nonspecilic  allergic  reactions,  hives,  allergic  rhinitis,  lacial  swelling  and  sensitivity).  Special  Senses 
(conjunctivitis,  ear  infections,  vertigo,  visual  disturbances,  including  decreased  visual  acuity),  Metabolic-Nutritional  {eiema. 
weight  gam).  Urinary  Tract  (urinary  tract  infections,  renal  calculi,  urethritis)  Genital  Tract  (prostatitis  epididymitis,  sexual 
dyslunclion)  Psychiatric  (anxiety  depression,  latigue).  Hematology  (lymphadenopathy  thrombocytopenia)  Endocrine 
Individuals  who  are  hypersensitive  to  minoxidil,  propylene  glycol  or  elhanol  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ol  the  eyes,  mucous  membranes,  or 
sensitive  skin  areas  It  ROGAINE  accidentally  gels  into  these  areas,  bathe  the  area  with  large  amounts  ol  cool  tap  water  Contact 
your  doctor  it  irritation  persists 

What  are  the  pottihie  side  ellectt  that  could  allect  the  heart  and  circulation  when  uting  ROGAINE? 

Although  serious  side  ellecis  have  not  been  attributed  to  ROGAINE  in  clinical  studies,  there  is  a  possibility  thai  they  could 
occur  because  the  active  ingredient  in  ROGAINE  Topical  Solution  is  the  same  as  in  minoxidil  tablets 

Minoxidil  tablets  art  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries,  an 
etiect  called  vasodilation  Vasodilation  leads  to  retention  ot  lluid  and  increased  heart  rale  The  lollowing  ellecis  have  occurred 
in  some  patients  taking  minoxidil  tablets  lor  high  blood  pressure 

Increased  heart  rate— some  patients  have  reported  that  their  resting  heart  rale  increased  by  more  than  20  beals  per  minute. 
Rapid  weight  gain  ol  more  than  5  pounds  or  swelling  (edema)  ol  the  lace,  hands  ankles,  or  stomach  area,  Ditticully  in 
breathing,  especially  when  lying  down,  a  result  ol  an  increase  in  body  lluids  or  lluid  around  the  heart.  Worsening  ol,  or  new 
onset  ol  angina  pecloris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skin,  very  little  minoxidil  is  absorbed  and  Ihe  possible  ellects  attributed 
to  minoxidil  tablets  are  not  expected  wilh  the  use  ol  ROGAINE  II,  however,  you  experience  any  ol  Ihe  possible  side  ellecis 
listed  discontinue  use  of  ROGAINE  and  consult  your  doctor  Presumably,  such  ellecis  would  be  most  likely  il  greater 
absorption  occurred,  e  g  ,  because  ROGAINE  was  used  on  damaged  or  inflamed  skin  or  m  greater  than  recommended 
amounts 

In  animal  studies,  minoxidil  in  doses  higher  than  would  be  obtained  from  topical  use  in  people,  has  caused  important  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  lor  high  blood  pressure  at  ellective 
doses 
What  factors  ma)  increase  the  risk  ol  serious  side  eflacts  with  ROGAINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  ol  or  predisposition  to  heart  failure 
would  be  at  particular  risk  il  systemic  ellects  (that  is,  increased  heart  rate  or  fluid  retention)  ol  minoxidil  were  lo  occur 
Physicians,  and  patients  with  these  kinds  ol  underlying  diseases,  should  be  conscious  ol  the  potential  risk  ol  trealmeni  il  they 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  lo  the  scalp  and  should  not  be  used  on  other  parts  ol  the  body  because  absorption  ol 
minoxidil  may  be  increased  and  the  risk  of  side  ellects  may  become  greater  You  should  nol  use  ROGAINE  il  your  scalp  becomes 
irritated  or  is  sunburned,  and  you  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 
Can  men  with  high  hlood  pressure  use  ROGAINE? 

Individuals  with  hypertension,  including  those  under  treatment  with  antihypenensive  agents,  can  use  ROGAINE  but  should 
be  monitored  closely  by  their  doctor  Patients  taking  guanelhidine  for  high  blood  pressure  should  not  use  ROGAINE 
Should  any  precautions  he  loiiowad? 

Individuals  using  ROGAINE  should  be  monitored  by  Iheir  physician  on  monih  alter  starting  ROGAINE  and  at  least  every  six 
months  afterward  Discontinue  ROGAINE  i1  systemic  ellecis  occur 

Do  not  use  it  in  coniunclion  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  thai 
enhance  percutaneous  absorption  ROGAINE  is  lor  topical  use  only  Each  mL  contain'.  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  systemic  eltects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  nol  be  used  by  pregnant  women  or  by  nursing 
mothers  The  ellects  on  labor  and  delivery  are  nol  known  Pediatric  use  Salety  and  ellecliveness  has  nol  been  established 
under  age  18 

Caution  Federal  law  prohibits  dispensing  without  a  prescription  Vou  must  see  a  doctor  lo  receive  a  prescription 


Upjohn 


)  1990  The  Upjohn  Company 


Tlie  Upiohn  Company 


J'2777    February  1990 


60 


Here  again  Christmas'  luck  held. 
After  looking  at  two  dozen  possible 
deals,  last  March  he  bought  a  package 
of  35  oil  and  gas  wells  in  Victoria 
County,  Tex.  for  nearly  $3  million,  or 
about  30  cents  per  thousand  cubic  feet 
of  proven  gas  reserves  at  the  time. 
Another  $700,000  or  so  invested  in 
still  more  new  wells  and  equipment 
increased  reserves  and  production 
dramatically. 

"When  we  first  evaluated  these 
wells,"  says  Christmas,  "we  expected 
the  reserves  to  be  about  60%  of  what 

**We*re  looking  for  small 
fields  that  have  not 
attracted  much  attention, 
situations  that  need 
work  or  require  more 
capital,  We'll  wait  to 
find  the  right  opportunity,** 

we  can  now  count  on."  In  addition, 
last  November  the  company  bought 
an  18%  interest  in  some  more  gas 
wells  in  Hidalgo,  Tex.,  bringing  kcs 
Group's  overall  oil  and  gas  reserves  to 
480,000  barrels  of  oil  and  16.4  billion 
cubic  feet  of  gas. 

In  spite  of  all  the  acquisitions,  kcs 
Group  still  has  $15  million  in  cash. 
Christmas  can  well  afford  new  prop- 
erties as  opportunities  present  them- 
selves. "We're  looking  for  small  fields 
that  have  not  attracted  much  atten- 
tion, unique  situations  that  need 
work  or  require  more  capital  than  the 
current  owners  are  prepared  to  in- 
vest," Christmas  says.  "We'll  wait  to 
find  the  right  opportunity." 

In  the  fiscal  year  ended  last  Septem- 
ber, operating  profits  from  oil  and  gas 
alone  grew  50%,  to  about  $1.5  mil- 
lion. Overall,  kcs'  sales  grew  to  $73 
million,  and  its  net  income  from  con- 
tinuing operations  came  to  $1.2  mil- 
lion. Judging  by  results  for  the  first 
quarter  of  fiscal  1990,  this  year  will  be 
even  better. 

Christmas  and  his  colleagues  are 
sharing  directly  in  kcs  Group's  suc- 
cess. Company  officers  and  board 
members  own  nearly  19%  of  kcs'  1.75 
million  shares  outstanding  and  have 
options  to  buy  another  2%.  Jim 
Christmas  himself  owns  1%,  with  an 
option  on  another  1%. 

As  KCS  stock  has  climbed  on  the 
over-the-counter  market  from  a 
split-adjusted  6'/2  a  share  to  12'/2  a 
share — ten  times  trailing  earnings — 
the  value  of  Christmas'  own  holding 
has  expanded  to  over  $200,000,  and 
Christmas  hopes  to  build  on  that. 
Looking  back,  quitting  the 
accounting  firm  was  a  smart  and 
lucky  move.  ■ 
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Taxing  Matters 


Arcane  'nondiscrimination'  rules  are 
making  a  mess  of  some  managers'  thrift 
plans — and  their  1989  tax  returns. 


The  401  (k)  morass 


By  Janet  Bkvvack 


RICHARD  Fetter,  general  man- 
ager of  a  Marriott  golf  resort  in 
New  Jersey,  had  his  accoun- 
tant prepare  his  1989  tax  return  in 
February.  Now  he's  going  to  pay  to 
have  the  work  redone.  The  problem? 
In  March  Fetter  learned  that  Marriott 
Corp.  had  allowed  him  to  put  too 
much  last  year  into  his  thrift  plan. 
The  refund  of  earnings  on  the  excess 
contribution  is  1989  income. 

Like  managers  at  hundreds  of  other 
companies,  Fetter  was  tripped  up  this 
year  by  an  arcane  set  of  "nondiscrimi- 
nation" tests  Congress  has  imposed 
on  401  (k)  and  other  company  savings 
plans.  The  rules  punish  people  who 
save  too  much.  "I  don't  want  that 
money  back,  I  want  it  to  stay  there 
and  work  for  me,"  says  Fetter,  56.  "At 
my  age  I've  got  to  save  as  much  as  I 
can  as  fast  as  I  can."  The  thrift  plan  is 
the  only  pension  plan  Marriott  offers 
Fetter. 

Many  employees  know  that  the 
1986  tax.act  put  a  ceiling  of  $7,000  a 
year  on  \vhat  they  can  contribute  to  a 
tax-sheltered  40 1  (k)  savings  plan. 
(With  an  inflation  adjustment,   the 

1989  maximum  was  $7,627  and  the 

1990  will  be  $7,979.)  But  they  are 
caught  unawares  by  the  nondiscrimi- 
nation rules,  which  can  chop  the  max- 
imum way  below  these  figures.  The 
rules  can  hit  anyone  who  earned  more 
than  $54,480  in  1989  or  will  earn 
more  than  $56,990  this  year.  The 
rules  also  put  limits  on  contributions 
to  partly  sheltered  thrift  plans,  which 
are  funded  with  aftertax  dollars  but 
compound  tax  free  until  retirement. 

The  nondiscrimination  tests  work 


on  a  dog-in-the-manger  approach  to 
tax  benefits:  If  the  lower-paid  employ- 
ees at  a  company  can't  or  won't  put 
much  money  in  the  thrift  plan,  then 
the  higher-paid  employees  aren't  per- 
mitted to  do  so  either.  That  means 
trouble  for  middle  managers  at  a  com- 
pany like  Marriott,  which  has  a  lot  of 
low-paid  workers  who  reject  the  thrift 
plan.  In  1989  a  $60,000-a-year  hotel 
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Chas  B  Slackman 


food  and  beverage  director  was  limit- 
ed to  $1,800  in  pretax  401(k)  contribu- 
tions and  $1,950  in  aftertax  savings  in 
the  company  plan.  What's  more,  al- 
though Marriott's  own  matching  for- 
mula calls  for  it  to  contribute  $2,880 
on  behalf  of  a  $60,000-a-year  manager 
saving  the  maximum,  the  rules  won't 
allow  Marriott  to  put  any  of  that  mon- 
ey in  the  regular  company  thrift  plan. 
(Marriott  makes  up  the  difference  by 
contributing  to  a  so-called  nonquali- 
fied plan,  which  is  far  less  attractive 
to  the  employee.) 

Because  employers  were  given  extra 
leeway  in  meeting  the  nondiscrimina- 
tion tests  until  1989,  many  belatedly 


found  themselves  flunking  the  tests 
at  the  end  of  the  year.  Result:  Employ- 
ees are  just  now  being  surprised  with 
unwanted  refunds,  taxable  as  1989  in- 
come. In  fact,  as  of  early  March,  some 
employers  were  still  calculating  1989 
earnings  on  excess  aftertax  contribu- 
tions, so  that  these  earnings  could  be 
refunded  and  included  on  employees' 
1989  tax  returns. 

"It's  a  real  nuisance.  On  roughly 
Mar.  15  we're  going  to  a  group  of  123 
employees,  many  of  whom  have  com- 
pleted their  tax  returns,  and  saying, 
'Here's  another  piece  you're  going  to 
have  to  consider  as  1989  income,'  " 
says  Charles  Stadler,  director  of  em- 
ployee benefits  for  Household  Inter- 
national. He  found  out  the  amount 
Household  would  have  to  refund  only 
in  March. 

The  rules  are  more  than  a  paper- 
work nuisance;  they  are  a  real  damper 
on  thrift.  Karen  Frost  of  Hewitt  Asso- 
ciates, the  benefits  consulting  firm, 
estimates  that  as  a  result  of  the  rules 
some  70%  of  Hewitt  clients,  general- 
ly large  companies,  have  had  to  cut 
contributions  by  the  better  paid. 

What's  more,  the  rules  can  sneak  up 
on  employees  who  think  they're  safe. 
If  the  division  you  work  for  is  sold  to 
another  company,  then  your  contri- 
butions are  compared  with  and  limit- 
ed by  those  of  a  new  pool  of  workers. 
Because  cbs  Records  was  sold  to  Sony, 
the  fraction  of  salary  that  higher-paid 
employees  could  contribute  pretax  to 
a  401(k)  dropped  from  7.5%  in  1987  to 
3%  in  1989.  It  matters  not  a  whit  that 
your  firm  offers  the  same  match  (say, 
50  cents  from  the  company  for  each 
dollar  from  the  employee)  to  all  em- 
ployees of  the  same  length  of  service. 
If  the  low-paid  workers  don't  join,  and 
the  high-paid  workers  do,  then  the 
savings  plan  is  "discriminatory." 

At  Marriott,  all  full-time  workers 
who  have  been  employed  a  year  are 
eligible,  but  fewer  than  40%  of  85,000 
eligible  lower-paid  workers  use  the 
40 1  (k).  "They're  younger  people  who 
are  not  concerned  about  retirement, 
and  many  do  not  intend  to  work  for  us 
very  long.  Also,  they  don't  want  to  set 
that  money  aside  and  not  be  able  to 
get  to  it,"  says  Gary  Grove,  Marriott's 
vice  president  for  corporate  benefits. 
Note  that  Congress  has  also  made  it 
harder  for  workers  to  get  their  money 
out  of  a  savings  plan  before  retire- 
ment— a  disincentive  to  lower-in- 
come workers  with  no  other  savings 
cushion. 

Grove  notes  acidly  that  Congress 
has  a  partial  solution  to  this  mess,  a 
law  exempting  one  employer  from  the 
nondiscrimination  rules.  That  em- 
ployer is  the  federal  government.  ■ 
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A  BUSINESS-MINDED 
REGION  READIES 
FOR  GROWTH  IN 
THE  1990S 

By  Dan  McGowan 


For  decades,  greater  Phoenix 
has  been  so  closely  associated 
with  robust  growth  that  even  a 
slight  slowdown  produces  dismay. 

However,  many  regional  leaders 
believe  the  Phoenix  area,  whose  an- 
nual employment  is  expanding  at  a 
rate  of  2%  to  3%,  is  merely  taking  a 
breath — and  that  a  new  boom  awaits 
in  the  1990s. 

"What  we  have  is  a  sustainable 
growth  rate  to  take  us  into  the  fu- 
ture," says  loanna  Morfessis,  presi- 
dent of  the  Greater  Phoenix  Econom- 
ic Council.  "Except  for  construction 
and  real  estate,  every  one  of  our  ma- 
jor sectors  is  up:  manufacturing,  ser- 
vices, retail  and  regional  hub  activi- 
ties. 

"In  terms  of  population,  we  are 


"The Phoenix  area's 
potential  is  tremendous. 
We  have  a  diversified 
economic  base  that  has 
tourism,  manufactur- 
ing and  services . . .  Peo- 
ple who  come  here  are 
thrilled  with  the  dyna- 
mism of  the  city  and 
the  friendliness  of  the 
residents. " 

Jim  Veil,  General  Manager 
Ritz-Carlton/Phoenix 


growing  at  twice  the  national  aver- 
age, and  for  companies  that  need 
expanding  consumer  markets,  we're 
ideal.  We're  a  major-league  market 
that  has  yet  to  be  fully  tapped  by  U.S. 
companies." 

Major-league  performance  is 
what  greater  Phoenix  is  all  about.  It 
offers  a  well-educated  population  of 
2  million,  a  diversified  economy  sus- 
tained by  services,  trade  and  manu- 


facturing, a  solid  and  mostly  new  in- 
frastructure, and  water  supplies  that 
will  bring  it  into  the  21st  century. 

Greater  Phoenix  is  a  cluster  of 
forward- loc:)king  cities  including 
Buckeye,  Chandler,  Gilbert,  Glen- 
dale,  Goodyear,  Mesa,  Peoria,  Phoe- 
nix, Scottsdale,  Surprise  and  Tempe. 
Together,  they  form  a  community 
that  welcomes  new  ideas,  where  a 
strong  work  ethic  is  balanced  by 
plentiful  leisure  opportunities, 
where  new  ventures  can  blossom 
with  speedy  success  and  newcomers, 
can  call  themselves  natives  after  only 
a  few  years. 

In  short,  greater  Phoenix  is  a  rich- 
ly flavored,  entrepreneurial  mixture 
as  diverse  as  America  itself — and  as 
full  of  strength  and  promise. 

FROM  FARM  TOWN  TO 
MAJOR  METROPOLIS 

Originating  as  a  string  of  farming 
communities  along  the  Salt  River,  tiie 
Phoenix  area  grew  slowly,  ixi.sed  on 
agriculture  and  winter  tourism  dur- 
ing its  first  60  years,  Work!  War  11 
turned  the  community  upside  down 
as  servicemen  poured  in  by  the  thou- 
sands to  train  in  the  region's  excel- 


The  Strength  Of  a  Group  working  together  as  One. 

GREATER«PHOENIX 


Nothing  works  better  than  a  group  with  a 
single  purpose.  And  that's  one  off  the  greatest 
strengths  off  Greater  Phoenix.  Eleven  diverse 
cities  and  towns  worlcing  together  to  help  you 
expand  or  relocate  your  company  in  the 
nation's  ffastest  growing  marlcetplace — the 
Southwest. 

Malce  the  move  to  Greater  Phoenix,  and  you'll 
enjoy  strategic  access  to  vital  West  Coast 
markets.  Conveniently  linked  by  plane,  truck  or 


rail.  What's  more,  you'll  realize  lower  operat- 
ing costs  than  most  major  markets  In  the  U.S. 
And,  you'll  beneffit  ffrom  a  young,  skilled  and 
growing  workfforce. 

Find  out  how  Greater  Phoenix  can  put  its 
strengths  to  work  ffor  your  business.  Call  the  one 
source  that  will  provide  you  wtth  all  the  infforma- 
tion  you  need:  The  Greater  Phoenix    Greater 
Economic  Council.  Contact  Jeffff         ecoTomIc 

Burt  at  1-800-421-GPEC.  Council 
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One  Purpose  •  One  Voice 

PhoerWx  /  Scottsd ale  /  TlMnpe  /  Mesa  /  Chandler  I  Gilbert  /  OlBndailB  I  Goodyear  I  Peoria  I  Buckeye  I  Surprise  I  All  In  Maricopa  County 
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lent  flying  weather. 

By  1950,  greater  Phoenix  had  a 
population  of  300,000  and  stood  76th 
among  U.S.  cities.  An  expanding 
economy  increasingly  fed  by  high 
technology,  transportation  and  con- 
struction raised  the  number  of  resi- 
dents to  1.5  million  by  1980.  The  2 
million  population  milestone  was 
reached  by  the  late  1980s,  providing 
a  critical  mass  for  the  city's  emer- 
gence among  major  metropolitan 
areas. 

Today,  the  Phoenix  area  stretches 
across  hundreds  of  square  miles  and 
includes  more  than  20  incorporated 
cities  and  communities.  Phoenix, 
America's  lOth-largest  city,  domi- 
nates the  area  as  Arizona's  state  capi- 
tal and  the  seat  of  Maricopa  County. 
However,  neighboring  cities  house 
nearly  half  the  metropolitan  popula- 
tion and  offer  an  assortment  of  life- 
styles and  employment  options. 


Overlooking  the  capitol  building  and  downtown 
Phoenix. 


With  40  million  Americans  in 
neighboring  states,  a  top-notch  inter- 
state highway  system  and  agreeable 
weather  for  all  sorts  of  travel,  greater 
Phoenix  has  become  the  transporta- 
tion hub  of  the  Southwest.  The  area 
also  benefits  from  its  proximity  to  Los 
Angeles  and  to  the  Pacific  Rim,  widely 
regarded  as  the  economic  power- 
house of  the  next  century. 

"You're  looking  at  a  market  that  is 
in  the  right  place  at  the  right  time," 
says  Jim  Lowman,  vice  president  of 
the  Central  Arizona  Division  of 
Southwest  Gas  Corp.  "We  have  great 
proximity  to  California  and  many 
other  cities  in  the  Midwest. 

"Phoenix  is  a  stand-alone  market 
with  a  lot  of  opportunities,"  he  adds. 


"A  big  plus  for  many 
businesses  is  Phoenix's 
location — less  than  a 
one  hour  flight  from 
California  A  corporation 
may  need  quick  access  to 
the  huge  Los  Angeles 
market,  for  example,  but 
its  executives  don't  want 
to  live  there.  This  is  true  of 
Doubletree  and  Compri, 
and  an  important  reason 
why  Phoenix  is  an  excel- 
lent place  for  a  hotel  com  - 
pany  to  be  based  and 
grow  internationally. " 

G.  Peter  Bidstrup,  Chairman 
MetHotels  (Doubletree  Hotels  &  Compri 
Hotels) 


Lowman  also  praises  the  quality  of 
the  region's  employees  with  whom 
he  has  established  profitable  local 
operations  for  his  Las  Vegas-based 
company,  which  entered  the  Phoenix 
market  in  1984. 

"We  have  a  degree  of  sophistica- 
tion and  education  in  the  typical  em- 
ployee here  that  is  extraordinary," 
Lowman  says.  "As  a  result,  our  Phoe- 
nix people  represent  probably  the 
finest  talent  pool  in  our  company." 

Similar  sentiments  about  local 
employees  come  from  G.  Peter  Bid- 
strup, chairman  of  MetHotels,  which 
operates  the  area's  Doubletree  Ho- 
tels and  Compri  Hotels. 

"Doubletree  and  Compri  have 
been  able  to  fill  their  staffing  needs 
from  worker  to  executive  levels  in 
the  local  market,"  Bidstrup  notes. 
"And  we've  found  that  they  take  pride 
in  their  work,  and  are  dedicated  and 
reliable." 

Separate  from  the  work  force  but 
significant  in  number  are  the  region's 
winter  visitors,  who  contribute  nearly 
$200  million  annually  to  the  local 
economy  and  are  particularly  active 
consumers  of  recreational  goods  and 
services.  Only  Florida  attracts  more 
winter  residents  than  do  central  and 
southern  Arizona. 

Metropolitan   Phoenix,   between 


now  and  1995,  will  be  the  nation's 
second-fastest-growing  population 
center,  just  behind  California's  River- 
side/San Bernardino  area. 

A  RICHLY  VARIED 
ECONOMY 

More  than  80  national  and  regional 
headquarters — attracted  by  low  cor- 
porate taxes,  excellent  labor  relations 
and  first-rate  employees — have  seen 
fit  to  locate  in  greater  Phoenix.  Cor- 
porate citizens  range  from  major  air- 
lines   such    as   America   West    and 
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The  Central  Business  Corridor  of  Phoenix. 

Southwest  to  high-tech  organizations 
like  Garrett  and  McDonnell  Doughis 
Helicopter  to  consumer-products 
manufacturers  such  as  Penn  Racquet 
Sports  and  Talley  Industries. 

"The  Phoenix  area  is  a  good  place 
to  do  business  because  it  offers  a  very 
good  quality  of  life  for  employees," 
says  Sol  Trujillo,  vice  president  and 
general  manager  of  US  West  Small 
Business  Services,  which  has  relo- 
cated some  70  staffers  to  Phoenix 
since  1988. 

Trujillo  adds,  "Arizona  has  one  of 
the  fastest  growth  rates  in  the  coun- 
try. Over  the  next  ten  years,  it  will  be 
close  to  the  top  (in  growth). " 

Recently,  Greyhound  C>orp.  un- 
derscored its  1973  decision  to  locate 
here  by  building  an  $83  million 
world  headquarters  in  the  heart  of 
the  Phoenix  arts  district. 

"Despite  being  aggre.ssively  pur- 
sued by  a  number  of  other  cities  to 
move  our  worldwide  headquarters, 
we  recommitted  to  Phoenix — a  city 
that  we  feel  is  uni(|uely  positioned 
for  the  coming  ceniuty,'  declares 
John  W.  Teets,  Greyhound's  chair- 
man. 


AKKMCOULDNTEE 
INAEETTERSTKEE. 


And  neither  could  you. 

In  the  past  decade,  Arizona 
has  grown  faster  than  almost 
any  other  state.  Because  more 
businesses  have  moved  here. 
They've  seen  the  advantages,  and 
they've  put  diem  to  good  use. 
The  young,  strong  labor  force  and 
acclaimed  educational  resources. 


AmericaWesi/^dthes 
IS  a  perfect  example 
ofanArizom'hased 
business  thathasreah 
taken  off.  Its  staff  is 
made  up  of  (MT  11,000 
emphyee-owners.  And 
since  its  start-up  in  1985, 
America  West  has  become 
one  of  the  country's  most 
successful  airlines. 


The  vast  transportation  network. 
The  strategic  location.  And  the 
enviable  quality  of  life. 

In  fact,  you  could  hardly 
create  a  better  business  climate. 
Arizona  is  a  right-to-work  state 
rfiat  encourages  entrepreneurship. 
Taxes  are  stmctured  to  support 
new  and  existing  businesses.  And 
with  low-cost,  available  office 
and  industrial  space,  there's  even 
more  room  for  growth. 

Just  look  at  the  state  we're  in. 
By  die  looks  of  things,  it  couldn't 
improve.  But  dien  again,  Arizona 
just  gets  better  and  better.  For 
more  information,  call  or  write 
Arizona  Public  Service,  EQ  Box 
53999,  Economic  Develop' 
ment  Dept.,  Phoenix, 
AZ  85072-3999 
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Teets  adds,  "Our  feelings  about 
the  future  of  Phoenix  have  been  rein- 
forced by  our  off-shore  partner  in 
our  new  building  (the  Deutsch  Bank 
Capital  Corp.,  Frankfurt,  West  Germa- 
ny) that  feels  the  long-term  potential 
in  Phoenix  is  a  worthwhile  invest- 
ment." Quentin  Johnson,  president 
and  chief  executive  officer  of  North- 
ern Trust  Bank  of  Arizona,  N.A., 
agrees.  "This  is  the  right  time  if  a 
company  is  thinking  of  moving  in," 
says  Johnson.  "The  leasing  rates  are 
right,  and  real  estate  values  are  very 
good." 

Lack  of  dependence  on  a  single 
industry  keeps  the  Phoenix-area 
economy  fairly  resilient.  Trade  and 
services  together  account  for  just 
over  half  of  local  employment  (25% 
and  26%,  respectively).  Manufactur- 
ing employs  15%  of  area  workers; 
government  accounts  for  13%,  and 
other  industries  provide  jobs  for  an- 
other 21%. 

Increasingly,  greater  Phoenix  is 
being  recognized  as  a  low-cost  oper- 
ating environment  for  manufacturing 
and  distribution.  Already,  the  area 
hosts  major  distribution  facilities  that 
serve  Southern  California  and  the 
Rocky  Mountain  region. 

Moreover,  a  study  commissioned 
by  Salt  River  Project  (a  large  regional 
utility)  shows  that  business  co.sts  in 
greater  Phoenix  can  be  significantly 
lower  than  those  in  the  Los  Angeles 
area,  its  nearest  big  city  neighbor. 
The  report  compares  the  costs  of  es- 
tablishing and  operating  a  hypotheti- 
cal, 400,000-square-foot  aerospace/ 
manufacturing  facility  in  Chandler, 
Ariz,  or  Long  Beach,  Calif. — two  cities 
noted  for  such  development.  Accord- 
ing to  the  study,  the  Chandler  facility 
would  be  built  in  less  than  half  the 
time  for  40%  less  money  than  its 
Long  Beach  counterpart.  Also,  annual 
labor  costs  in  Chandler  would  be 
about  20%  lower  and  plant  power 
expenses  would  be  about  half  those 
in  the  Los  Angeles  area,"  observes  Jeff 
Eldot,  SW  spokesman,  "and  our  utili- 
ty rates  are  very  favorable  compared 
with  other  areas  of  the  nation.  Also, 
SRP  employs  some  of  the  best  eccj- 
nomic  forecasting  people  in  the  na- 


"The Phoenix  area's 
prospects  for  growth,  the 
availability  of  skilled 
labor,  a  desirable  quality, 
of  life  and  access  to  the 
West  Coast  are  attracting 
national  and  interna- 
tional attention . . . 
Phoenix's  enormous 
opportunities  and  com- 
plementary business 
en  viron  men  tfit 
Greyhound's  needs  as 
we  meet  the  challenges 
of  the  new  decade. " 

John  W.  Teets,  Chairman, 
President  and  (ihief  Executive  Officer 
The  Greyhound  Corp 


tion.  We  have  been  keeping  up  with 
customer  growth  and  enhancing  our 
transmission  and  di.stribution  sys- 
tems." 

The  region  also  is  an  emerging 
center  for  telecommunications  and 
related  enterprises,  with  the  pres- 
ence of  such  firms  as  AG.  Communi- 
cations and  inter-Tel  Inc.  in  equip- 
ment, and  .service  providers  Metro 
Mobile  CTS  hic.  and  US  We.st. 


Hayden  Square,  a  popular  public  gathering  place 
in  Tempe,  one  of  the  many  cities  of  Greater  Phoenix. 

Numerous  companies,  such  as 
American  Express,  Sears  Discover 
Card,  DHL,  Best  Western  Internation- 
al and  Fireman's  Fund  Insurance 
make  heavy  use  of  the  Phoenix  area's 
i^'lecommunications  facilities  for  cus- 
tomer .service  and  reservations  cen- 
ters. 

"Telecommunications  allows  you 
to  cross  the  time  barrier, "  says 
GPEC's  Morfe.ssis.  "With  it,  you  can 


do  business  from  Phoenix  as  well  as 
you  can  from  New  York  City." 

An  abundance  of  developable 
land  makes  greater  Phoenix  an  ideal 
site  for  expansion  or  relocation.  With 
9,200  square  miles,  Maricopa  County 
itself  is  larger  than  some  states.  Not 
surprisingly,  land  prices  are  compar- 
atively low,  and  development  re- 
quirements are  not  burdensome. 

Well-publicized  losses  in  real-es- 
tate values  have  actually  improved 
the  cit)''s  competitive  ability,  notes 
Brian  Gary,  economist  for  First  Inter- 
state Bank  of  Arizona. 

"Lower  land  prices  really  amount 
to  an  opportunity,"  claims  Gary. 
"You'll  never  be  able  to  buy  Phoenix- 
area  properties  more  cheaply  than 
now." 

Especially  affordable  are  greater 
Phoenix's  residential  properties,  now 
averaging  $83,000  a  unit  according  to 
Larry  Br>'son  of  Century  21  of  the 
Southwest. 

"Greater  Phoenix  offers  people 
from  high-priced  housing  markets 
such  as  California  the  opportunit\'  to 
achieve  the  American  dream  of  home 
ownership,"  Bryson  notes.  "It's  also 
time  for  investors  to  look  at  the  resi- 
dential market. " 

Over  the  next  ten  years,  Bryson 
says,  considerable  potential  exi.sts  for 
a  run-up  in  the  region's  housing 
prices.  "In  any  ten-year  period  in  this 
market,  there  has  always  been  signifi- 
cant appreciation.  Now  is  the  time  to 
get  in  and  hold  on." 

SUPPORTIVE  BUSINESS 
CLIMATE 

in  greater  Phoenix,  you'll  find  one  of 
America's  best  environments  for 
busines.ses  of  every  sort.  Inc.  maga- 
zine says  Phoenix  has  the  country's 
fourth-best  climate  for  business,  plus 
a  "business  birthrate  "  of  3. 70  per  100 
enterprises,  one  of  the  nation's  high- 
est ratios. 

"Phoenix  has  an  entrepreneurial 
.spirit  that's  reflected  by  the  growth  ol 
.start-up  busine.s.ses,"  notes  Morfessis 
"There  is  a  can-do  spirit  here  that  s 
nice  to  be  around. " 

Corporate  managers  find  that  re- 
locations happen  easier  in  meiropol 
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"This  is  where  you  will  find  us  in  the  future." 


Newly  emerging  on  the  Phoenix  skyline: 
Greyhound  Corporate  Center  —  soon  to  be 
the  world  headquarters  for  The  Greyhound 
Corporation.  It's  now  under  construction  in 
the  Phoenix  cultural  arts  district  on  Central 
Avenue  at  West  Palm  Lane. 

Twenty-four  stories.  Bronze  granite  walls. 
Copper  glass.  A  flowing  wall  of  water  Marble 


lobby.  Tapestry  rugs.  Arched  vestibules.  Two- 
acre  green  park.  And  a  200-seat  performing 
arts  center  for  the  Phoenix  Little  Theatre.  All 
will  be  a  part  of  the  elegant  setting.  Greyhound 
is  proud  to  reaffirm  its  commitment  to  Phoenix 
and  the  area's  potential  for  growth. 

The  Greyhound  Corporation 
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itan  Phoenix  because  the  area  offers 
lower  executive-living  costs  than  al- 
most any  other  major  U.S.  city.  In  fact, 
a  1989  survey  by  Associates  for  Inter- 
national Research  Inc.  found  that 
only  Seattle  offers  less  expensive  ex- 


ecutive costs  than  greater  Phoenix.  «• 
Also,  Phoenix  ranks  No.  4  among 
cities  in  recent  job  growth:  24.5%  in 
the  five  years  between  1984  and 
1988,  inclusive.  The  area  also  is 
fourth  on  Inc.'s  list  of  major  cities 
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The  bank  you  trust  in 

Arizona  is  the  bank  you  can  trust 

throughout  the  Wfest 

Our  business  customers  know  that  First  Interstate  Bank  offers  a  full 
range  of  complete  and  customized  business  ser\ices  with  the  expertise 
and  capital  to  meet  their  needs. 

('ompanies  with  interstate  offices  know  that  onl\  one  bank  in  the 
country  has  full  service  offices  all  over  the  West.  First  Interstate  Hank. 

Our  v<ist  multi  state  banking?  system  is  one  of  the  larj^est  in  the 
country,  w  ith  more  than  1,000  full  service  bankinjf  off  ices  in  14  Western 
states.  Which  j^ves  corporate  bankinj^ customers  a(l\anta}fes  no  other 
bank  or  combination  of  banks  can  offer:  Stability,  responsiveness  and 
k)cal  expertise  in  Arizona;  the  capability  to  handle  all  your  interstate 
business  in  the  West;  and  access  to  the  most  sophisticated  financial 
services  in  the  industry. 

I'ut  our  strenj^h  and  resources  to  work  for  you.  With  our  S')«  billi(»n 
banking  system,  were  liie  IcR-al  bank  you  can  trust  throughout  the  West. 
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First  Intetstate  Bank 

FIFSrihfTEFrrArRBWK  OF  ARIZONA.  NA. 
Memboi  FO IC.  ■  fedcr::!  fier:erve  SysWm 
Equal  Opportunity  L  eidei 

We  go  the  extra  mile  for  v(»u. 
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with  a  high  percentage  of  fast-growth 
companies  (4.46%). 

State  and  local  governments  in 
greater  Phoenix  have  a  history  of  en- 
couraging business  growth  while  re- 
straining taxes  on  enterprise.  Corpo- 
rate income  taxes  range  from  2.5%  to 
10.5%  of  net  income,  while  sales  and 
use  taxes  amount  to  4%  of  gross  in- 
come. 


Greater  Phoenix  is  the  home  of  some  of  the  best 
resorts  in  the  country. 


Arizona  has  no  state  debt,  no  in- 
ventory tax,  no  corporate  franchise 
tax  and  no  offshore  unitary  tax.  There 
are  no  municipal  income  taxes  or 
levies  on  subsidiaries  based  in  the 
state. 

For  tax  purposes,  business  prop- 
erty is  assessed  at  25%  of  full  value. 
Full  deductions  are  allowed  for  pol- 
lution-control equipment,  and  tax 
credit  is  given  to  businesses  that  con- 
serve energy  and  fuel. 

Local  governments  often  can 
assist  new  or  relocating  businesses 
through  such  means  as  lower-cost 
land  in  redevelopment  areas,  low- 
interest  loan  programs,  fast-track  per-- 
mitting,  reductions  in  permits  and 
fees  and  waiving  standard  city  re- 
quirements for  improvements  in  in- 
frastructure. 

In  the  private  sector,  Arizona  Pub- 
lic Service  Co.  (A1\S)  offers  econom- 
ic-development services  such  as  site 
information  and  tours,  land  and  tax 
data,  demographic  information  and 
confidential  comparisons  of  sites 
around  the  country.  "We'll  even 
make  introductions  to  government 
and  financial  community  leaders  to 
speed  things  along,"  ,says  Mark  DcMi- 
chele,  APS  president  and  chief  execu- 
tive officer. 


Wre  dian^  the  way 
a  lot  rfoKiipanies  see  Calionia. 


Tcike  a  one-hour  flight  from 
L.A.  and  you'll  notice  something 
very  interesting. 

Companies  like  Greyhound, 
AmeFican  Express,  Motorola 
and  Allied  Signal  are  doing  quite 
well  in  Arizona.  Operating 
at  costs  of  about  25%  less  than 
California.  Enjoying  excellent 
prices  on  land  and  office  space. 


and  missing  out  on  the  traffic 
headaches  and  housing  cost 
nightmares. 

Metro  Phoenix  boasts  a 
large  and  experienced  labor  pool, 
and  a  regulatory  environment 
conducive  to  growth. 

To  take  a  closer  look  at 
Phoenix,  contact  Salt  River 
Project.  As  an  integral  part  of  the 


area's  continued  growth,  provid- 
ing water  and  electricity  for 
75  years,  we  know  more  about 
Phoenix  than  anyone.  Call  SRP's 
Jim  Nelson  at  (602)  236-5088. 
Or  write  RO  Box  52025,  Phoenix, 
AZ  85072-2025.  And  find  out 
what  so  many 
companies  see 
in  Phoenix. 
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WHO? 


WHAT? 


HOW? 


The  Number  One  real 
estate  organization, 
with  35  offices  in  the 
greater  Phoenix  area. 

Professional  real  es- 
tate companies  ready 
to  provide  relocation 
information  and 
services  to  families 
and  corporations. 

Whether  you  are  a 
Family  or  Business... 

for  your  greater 
Phoenix  Relocation 
Guide,  call 
(602)  263-1222  or 
contact  a  Phoenix 
area  CENTURY  2T 
office. 


QriuY, 


©1990  Centuty  21  of  the  Southwest. 
Inc ,  as  trustee  (or  the  NAF  '  and  "- 
trademarks  of  Century  21  Real  Estate 
Corporation  Equal  Housing  Opportunity  (it 
EACH  OFFICE  IS  INDEPENDENTLY 
OWNED  AND  OPERATED. 


APS  also  helps  newly  relocated 
companies  with  expansion  plans, 
bidding  for  government  contracts, 
energy  conservation  and  assistance 
with  computer,  telecommunications 
or  human-resources  problems. 

"We  are  committed  to  being  part 
of  the  leadership  that  keeps  Arizona  a 
high  quality  place  to  live  and  do  busi- 
ness," DeMichele  says.  "We  want  to 
do  whatever  we  can  to  keep  our  state 
and  our  customers  competitive." 

ENVIABLE  QUALITY 
OF  LIFE 

Good  jobs  at  good  wages  . . .  afford- 
able homes  with  big  yards  . . .  easy 
commuting  . . .  schools  where  kids 
can  learn  . . .  sunny,  playful  week- 
ends: Greater  Phoenix  comes  closer 
to  this  American  ideal  than  most  oth- 
er U.S.  cities. 

The  Phoenix  area's  productive 
workers  earn  the  kinds  of  salaries 
that  make  them  good  consumers: 
Median  household  income  is  $34,600 
per  year,  with  73%  of  the  area's 
households  earning  between  $25,000 
and  $50,000. 

The  strength  of  greater  Phoenix's 
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"Greater Phoenix  is  the 
major  metropolitan  city 
of  the  southwestern  Sun 
Belt,  and  a  major  trans- 
portation and  distribu- 
tion center.  The  local 
economy  is  alive  and 
effective . . .  Economic 
activity  is  still  positive. " 


Ed  Beauvais,  Chairman 
America  West  Airlines 


middle  class  is  denoted  by  the  re- 
gion's high  proportion  of  home  own- 
ership: 69%  of  adult  residents  own 
houses    with    a    median    value    of 

$80,100. 


Phoenix  Sky  Harbor  International  Airport,  the 
fastest-growing  airport  in  the  country,  serves  the 
many  cities  of  the  Greater  Phoenix  area. 

With  more  than  300  sunny  days  a 
year,  it's  no  surprise  that  Phoenix  is 
one  of  the  world's  best  aviation  mar- 
kets. Fast-growing  America  West  Air- 
lines is  headquartered  here,  while 
Southwest  Airlines  ranks  the  Phoenix 
area  as  its  third-biggest  market. 

Airborne  access  will  be  improved 
later  this  year  with  the  opening  of  Sky 
Harbor's  Terminal  Four — a  state-of- 
the-art  facility  which  will  al.so  bring 
international  air  carriers  to  the  city. 

With  these  improvements,  'Phoe- 
nix can  emerge  as  the  Atlanta  of  the 
Southwest,"  says  Ed  Beauvais,  chair- 
man of  America  West.  "We've  got  an 
even  .stronger  market  opportunity 
than  Atlanta,  because  we're  next  door 
to  the  West  Coa.st  and  within  easy 
reach  of  the  Pacific  Rim." 

On  the  ground,  planners  and 
contractors  are  hard  at  work  on  the 
region's  emerging  230-mile  .system  of 
new  freeways.  The  17  miles  of  new 
freeways  now  in  place  have  already 


improved  commuting  times  between 
central  Phoenix  and  its  neighbors, ' 
and  75  more  miles  of  new  and  im- 
proved expressways  will  emerge  in 
the  next  five  years.  By  2005,  a  beltway 
linked  to  crosstown  expressways  will 
make  metropolitan  Phoenix  one  of 
the  country's  most  easily-traveled 
communities. 

Tlie  Phoenix  area  is  also  served 
by  a  main  line  of  the  Southern  Pacific 
Railroad  and  a  branch  line  of  the 
Santa  Fe  Railroad.  Fifty  transconti- 
nental trucking  companies  do  busi- 
ness here,  speeded  by  all-weather  In- 
terstate 10  and  several  federal  and 
state  highways. 

Education  gets  a  high  priority  in 
the  Phoenix  area:  Arizona  State  Uni- 
versity', with  its  Center  for  Engineer- 
ing Excellence  and  ASU  Research 
Park,  has  become  a  force  in  high- 
technology  education  and  general 
learning.  The  American  Graduate 
School  of  International  Management 
has  a  worldwide  reputation  among 
executive  employers. 

Some  51%  of  Phoenix  employees 
have  attended  college  or  hold  col- 
lege degrees.  Also,  the  Maricopa 
County  Community  College  District 
is  the  .second-large.st  community-col- 
lege .system  in  the  nation,  and  a  well- 
respected  partner  with  the  business 
community  in  training-program  de- 
velopment. In  addition,  more  than  40 
public  and  private  colleges  train  to- 
morrow's local  employees. 


Arizona  State  University  plans  a  leadership  role 
in  higher  education,  research  and  community  in- 
volvement. 


Recreation — especially  the   out 
door    variety — is    one    of    greater 
Phoenix's  .strong  suits.  Well  known 
among  executives  is  the  area's  exlen 


• 


• 


• 


( Left  to  Right)  Captain  Ted  Jackson;  Chairman  of  the  Board/CEO,  Edward  R.  Beauvais;  Captain  Randy  McNerlin;  President/COO,  Michael  J.  Conway;  Captain  Jim  Hensen, 


Over  the  past  6  years,  America  West  Airlines 
las  contributed  more  than  $19  billion  to  the  Phoenix 
economy.  Naturally,  many  vacationers  come  to 
?^oenix  for  the  climate.  But  there's  an  excellent  climate 
bv  business,  as  well.  It's  a  climate  that's  helped  America 
^est  become  the  country's  10th  largest  airline        K 
serving  over  60  cities  coast  to 


our  location  and  timing  were  right  In  fact,  we've 
become  experts  in  timing.  According  to  U.S.  Govemmen 
Department  of  Transportation  statistics,  we're  the  all-tim( 
national  champions  in  on-time  performance.* 

_  Today  we  have  over  11,000  employee 

owners  and  one  of  the  most  modem  fleets  in 
the  sky  America  West  Airlines  and  Phoerm 
Dast,  including  Hawaii.  ^&^\  rT\d^^ir^  ■^Wi^C'f   working  together,  have  proven  the 


.a. 


When  we  started  in  Phoenix, 


s  sky  is  the  limit 


Across  the  US.  and  Pacific,  what  we  serve  is  yoa" 


Source:  "Air  Travel  Consumer  Report"  published  by  the  Department  of  Transponaiion-Office  of  Consumer  Affairs. 


ADVERTISEMENT  11 


GREATER  PHOENIX  READIES  FOR  GROWTH  IN  THE  90s 


sive  golfing  industry,  popularized  by 
the  Phoenix  Open  and  Skins  Game 
and  supported  by  114  public  and  pri- 
vate courses. 

In  fact,  says  America  West  chair- 
man Beauvais,  metropolitan  Phoenix 
may  become  the  world's  golfing  capi- 
tal. "If  it  happens,  it  will  be  led  by  the 
Japanese,"  Beauvais  notes.  "They  are 
avid  golfers  and  they're  just  starting 
to  discover  Arizona." 

Off  the  golf  course  is  a  smorgas- 
bord of  leisure  pursuits:  boating, 
swimming  and  tubing  on  a  dozen 
nearby  lakes  and  rivers,  riding  horse- 
back through  mountain  preserves 
and  chapparal,  skiing  the  slopes  of 
Arizona's  high  country  or  chasing  the 
clouds  in  a  hot-air  balloon. 


The  blue  lakes  of  Arizona  are  just  a  short  drive 
away. 

Indoors,  greater  Phoenix  offers  a 
rich  assortment  of  symphony  music, 
theatre,  opera,  art  and  historical/cul- 
tural museums.  And  all  of  it  can  be 
found  year-round. 

Vic  Heller,  director  of  the  Arizona 
Office  of  Tourism,  says  hospitality 
represents  one  of  the  state's  biggest 
industries,  bringing  in  $5.4  billion  a 
year.  He  says  that  while  visitors  fly  in 
from  points  worldwide,  a  persistently 
growing  source  of  visitors  is  Japan — 
whose  investors  often  tour  the  desert 
"to  confirm  their  investment  deci- 
sions." 

Environmentally,  Phoenix  has  re- 
mained in  control  of  ecological  prob- 
lems that  have  overwhelmed  other 
cities.  Arizona's  Groundwater  Man- 
agement Aa  of  1980  established 
workable  plans  for  successfully  bal- 
ancing water  supplies  with  urban 
population  growth  by  2025. 

Gary,  of  First  Interstate  Bank  of 
Arizona,  points  out  that  decades  of 


"From  a  business  stand- 
point, the  Phoenix 
environment  provides  a 
lot  of  advantages.  The 
weather  allows  you  to 
he  anywhere  on  time.  The 
lifestyle  in  general — 
commuting  to  and  from 
work,  recreational 
activities,  opportunities 
for  children — is  one  of  the 
best  in  the  country. " 

Quentin  Johnson,  President  and  Chief 

Executive  Officer 

Northern  Trust  Bank  of  Arizona,  N.  A. 


planning  have  helped  Phoenix  avoid 
the  water  woes  of  other,  non-desert 
cities.  "We  hear  about  communities 
in  the  Northeast  and  Northwest  that 
are  having  severe  water  resiriaions 
due  to  drought,  and  are  fighting  over 
water  supplies,"  Gary  says.  "Here, 
we're  different  from  other  cities  be- 
cause we  don't  compete  with  any 
major  metropolitan  area  for  our  wa- 
ter. That's  a  big  point  in  Phoenix's 
favor." 

Also,  Phoenix-area  residents  last 
winter  began  using  oxygenated  fuels 
to  improve  air  quality  as  area  cities 
strove  to  promote  mass  transit  and 
higher  vehicle  occupancies. 


The  serenity  of  the  desert  is  only  one  of  the 
region's  many  assets. 


Says  Gary,  "Now  there's  a  com- 
mon belief  that  air  and  water  quality 
are  among  the  things  that  made 
Phoenix  attractive  to  begin  with,  and 
that  they  need  to  be  preserved." 

Weather-wise,  the  Phoenix  area 
offers  one  of  the  world's  most 
sought-after  climates.  Just  ask  the  es- 


timated 200,000  winter  visitors  who 
flock  here  every  year.  While  sum- 
mers are  hot,  they  are  bearable — 
with  summertime  humidity  hovering 
around  20%. 

GREATER  PHOENIX  AND 
THE  FUTURE 

Most  economists  and  observers  ex- 
pect the  Phoenix  area's  greatest 
strengths — climate,  work  force  and 
encouraging  business  climate — to 
bring  the  city  comfortably  through 
the  1990s  and  beyond.  Even  this  year 
will  be  fundamentally  positive,  ac- 
cording to  University  of  Arizona 
economist  Marshall  J.  Vest. 

For  the  rest  of  this  year.  Vest  says 
greater  Phoenix  will  see: 

•  an  employment  growth  rate  of  3% 
to  3.5%  or  35,000  new  jobs; 

•  increased  interest  from  companies 
seeking  to  relocate  to  Arizona; 

•  a  2%  population  growth  rate,  or 
43,000  new  residents — half  new- 
comers and  half  from  natural  in- 
crease. 

Economist  John  Lucking  of  Valley 
National  Bank  (Arizona's  largest  fi- 
nancial institution,  based  in  Phoenix) 
is  similarly  optimistic.  From  now  un- 
til mid-1991,  "when  all  the  strengths 
and  weaknesses  are  netted  out,  Ari- 
zona will  continue  to  grow  at  the 
same  pace  as  (1989),"  Lucking 
says. 

"For  the  long  term,  once  the  ill 
effects  of  the  mid-1980s  construction 
boom  have  been  run  out  of  the  sys- 
tem, Arizona  should  resume  its  place 
as  one  of  the  fastest-growing  states  in 
the  U.S."  Lucking  adds.  "Phoenix 
holds  out  a  promise  for  quality  living 
through  the  1990s." 

Meanwhile,  demographers  at  Ari- 
zona State  University  predict  the 
Phoenix-area  population  will  contin- 
ue growing,  to  reach  an  esiiiiiatcd  2.8 
million  by  the  year  2000,  for  a  gain  of 
700,000  over  the  next  10  years. 

For  a  glimpse  of  the  kind  of  city 
the  populace  will  inhabit,  consider 
these  estimates; 

•  per.sonal  income  will  grow  lO'A)  a 
year  from  now  through  1992; 

•  retail  sales  will  incrcuse  by  67%  (to 
$25.8  million)  by  1993; 


"We  All  Live 
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ButWe  Don't  All 


-Konrad  Adenauer 


You  are  facing  important  investment  decisions 

in  order  to  achieve  growth  and  preserve  capital.  In  spite 

of  all  the  swings  in  the  market,  Northern  Trust  investment 

professionals  frequently  exceed  most  standard  measures 

of  fund  performance.  We  have  successfully  managed 

the  assets  of  four  generations  and  welcome  your  interest. 

Make  the  right  investment  decision.  To  discuss 

managing  your  assets  of  $1  million  or  more,  call 

Bruce  Callow,  Senior  Vice  President,  1-800-962-0375. 

Nor-themThist  Asset  Management 
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The  Northern  Trust  Company,  50  S.  La  Salle,  Chicago,  IL  60675.  Member  FDIC. 

Affiliates  of  the  Bank  are  located  in  Arizona,  California,  Florida,  Illinois  and  Texas.  Rates  and  services  may  vary. 

©  1990,  The  Northern  Trust  Company 
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One  Natural 

Why  lb  Heat 

The  Southwest 
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Natural  gas  is  clearly  the  most 
efficient  and  cost-effective 
energy  for  the  Southwest's 
residential,  commercial,  and 
industrial  needs  in  the  1990s. 

Tremendous  growth  in  the 
Southwest  demands  energy  that 
is  in  abundant  supply,  econom- 
ical, clean  and  provided  by  a 
company  responsive  to  your 
needs. 

From  the  design  stage  forward, 
Southwest  Gas  can  help  make 
your  job  easier.  Start  your 
planning  by  calling  us  first. 


w 


50UTHUIEST  GRS 

THE  ENERGY  SPECIAUSI^ 

Arizona,  California  &.  Nevada 
CaO  toll  free  for  information: 

1'800^654'2765 
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"We  have  a  highly 
educated  and  work 
ethic-driven  labor  force; 
and  a  moderate  cost  of 
living,  particularly  with 
respect  to  land  and  resi- 
dential housing  prices 
And  we  have  a  very  attrac- 
tive lifestyle  which  is 
conducive  to  recruiting 
the  highly  qualified 


employee. " 


C.A.  Hewlett,  Assistant  General 

Manager 

Salt  River  Project 


•  traffic  at  Sk\'  Harbor  International 
Airport  will  more  than  double  by 
the  year  2000,  making  Phoenix  the 
seventii  busiest  hub  in  the  countr\'; 

•  professional  athletics,  headlined 
by  the  Phoenix  Cardinals,  Phoenix 
Suns,  Phoenix  Grand  Prix,  Chicago 
Cubs  .spring  training  and  an  antici- 
pated major-league  ba.seball  club, 
will  usher  the  area  into  major 
sports-cit>-  status. 

America  Wests  Beauvais,  who 
calls  him.self,  "an  optimist  by  nature," 
considers  the  Phoenix  of  the  near 
future  a  prime  corporate  location. 
"We  have  a  great  future  here  and 
everybody  should  be  planning  for  it," 
Beauvais  declares.  'A  lot  of  California 
companies,  for  in.stance,  can  do  busi- 
ness here." 

Morfessis  of  the  Greater  Phoenix 
Economic  Council  adds  that  the 
Phoenix  region — with  its  low  costs, 
productive  labor  force  and  pro-busi- 
ne.ss  tradition — will  provide  resident 
cc^mpanies  with  a  crucial  advantage. 
"Busine,s.ses  with  their  eyes  on  the 
fliture  are  turning  to^^reater  Phoenix 
for  the  competitive  edge  they  will 
need  in  the  1990s,"  Morfe.ssis  .says. 
"They  know  that  in  this  region,  we 
have  what  it  takes  to  win — guts, 
know-how  and  the  willingness  to 
reach  out  to  markets  everywhere. "■ 


7/i/s  supplement  was  written  by  Dan 
McGowan,  a  freelance  writer 


THINKING  OF 
RELOCATING  TO 
GREATER  PHOENIX? 
WE  CAN  HELP! 

If  you're  considering  Greater 
Phoenix  as  a  new  headquarters 
site  or  branch  location,  the 
Greater  Phoenix  Economic 
Council  (GPEC)  should  be 
one  of  your  first  .stops. 

The  Council,  representing 
metropolitan  Phoenix,  opens 
the  doc:)r  to  the  Southwest's 
most  dynamic  cities  and  towns. 
With  our  research  abilities 
and  local  contacts,  we're  ready 
to  assist  any  company  seeking 
new  investment  opportunities 
or  a  new  office,  production  or 
distribution  site. 

GPEC  offers  you  such  pro- 
fessional services  as: 

•  Marketplace  orientation, 
with  coun.seling  on  utilities, 
taxes,  transportation,  hous- 
ing, education  and  cultural 
activities; 

•  Site-.search  a.ssi,stance  for 
appropriate  office  or  facilit>'; 

•  Assistance  with  employee 
recruiting  and  training  pro- 
grams; 

•  Financial  .services  to  link 
you  with  private  lenders 
and  locally  spon.sored  pro- 
grams; 

•  Referral  .service  for  interna- 
tional business  information 
.sources. 


I'or  these  and  other  services, 

just  call  or  write  us  at: 

Greater  Phoenix  Economic 

Council 

Two  North  Central  Ave..  Suiie 

M-210 

Phoenix,  AZ8S00J 

(602)256-7744 
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Out  award- 
winning  chefs 
create  unfor' 
gettable  dining 
experiences. 


With  every  stay,  you'll  earn 
frequent  flyer  miles  on  selected 
airlir\es. 


Unwirui  m  our  high- 
tech,  personal  exercise 
facilities. 


For  the  discrimirmting  guest,  most 
Doubletree  Hotels  offer aluxurious 
concierge  level. 


When¥)u 
Care, 

It  Shows. 


When  you  care,  your  hotels  are 
monuments  to  cx)mfort  and  luxury. 
\bur  rooms  and  all  your  facilities  are 
well-appointed  and  distinctively 
designed. 

And,  when  you  care,  your  cui» 
sine  is  nothing  less  than  memorable. 
Everything  prepared  exceeds  your 
guests  expectations. 

Finally,  when  you  care,  your  ser- 
vice is  exceptional.  Always  attentive. 
\bur  entire  staff  goes  out  of  its  way 
to  make  your  guests  feel  special  and, 
of  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
into  every  Doubletree  Hotel.  And  it 
not  only  shows,  it  shines. 

For  reservations,  call  your  travel 
professional  or  1'800'528'0444. 


DOUBLETREE  HOTELS 

WHEN  YOU  CARE,  IT  SHOWS. 


Doubletree  Hotels  offer 
state-of-the-art  meeting  space. 


On  your  first  night,  you'll 
enjoy  Doubletree's  signature 
of  care — our  rich,  delicious 
chocolate  chip  cookies. 
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Albuquerque  ♦  Atlanta  ♦  Austin  ♦  Colorado  Springs  (Opens  1990)  ♦  Dallas(3)  •  Denver  ♦  Houston(3) 
Kansas  City  ♦  Los  Angeles  ♦  Louisville  (The  Seelbach)  ♦  Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orleans 
Orange  County  ♦  Palm  Springs  ♦  Pasadena  ♦  Phoenix  ♦  St.  Louis  ♦  Salt  Lake  City  ♦  San  Diego  ♦  Santa  Clara 
Seattle(2)  ♦  Tucson  ♦  Tulsa(2)  ♦  Vail  ♦  Ventura 

Or  stay  with  Compri  Hotels  by  Doubletree,  another  fine  MetLife"  Company.  Call  1-800'4-COMPRI. 


We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  21 '^professionals  have  access 
to  properties  in  all  shapes  and  sizes,  as 
members  of  one  of  the  country's  largest 
Commercial-Investment  organizations. 
A  world-renowned  tradition  of  service. 
When  you  work  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 

One  size  doesn't  fit  all. 

Whatever  your  comfort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference.  Find  out  more 
about  what  we  can  do  for  you.  Call 
1-800-321-2579.  (In  California,  call 
1-800-221-0211.) 


OntuQ( 


21 


©1990  Century  21  Real  Estate  Corporation  as  trustee  lor  the  NAF   and™-  trademarlts  ol  Century  ?i  Real  Estate  Corporation  Equal  Housing  Opportunity 


The  Commercial-Investment  Professionals 

A  EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED 


As  I  See  It 


Is  the  U.S.  about  to  be  swamped  by  immi- 
grants from  poor  countries?  Here's  a  dis- 
tinguished economist  who  truly  hopes  so. 

The  more 
the  merrier 

AN  INTERVIEW  WITH  JULIAN  L.  SIMON 


By  James  Cook 


A  POPULATION  BOMB  hangs  over 
the  world,  threatening  human- 
b  ity  with  overcrowding,  hunger 
and  conflict.  So  argue  many  environ- 
mentalists. But  economist  Julian  L. 
Simon  shook  this  conventional  think- 
ing by  arguing  that  so  far  as  people 
were  concerned,  the  more  the  merri- 
er. Besides,  he  demonstrated,  thanks 
to  human  intelligence,  natural  re- 
sources were  growing  more  plentiful 
and  increasingly  low  cost.  These  days, 
Simon  has  tackled  another  controver- 
sial notion:  that  immigration  from 
poor  and  crowded  nations  poses  a  ma- 
jor threat  to  our  economic,  social  and 
cultural  life. 

Simon  has  just  written  a  well-docu- 
mented, if  academically  abstruse,  and 
very  expensive  new  book.  The  Eco- 
nomic   Consequences    of  Immigration 


Ba'lim  l.illlch.ik- 


Fopulalion  economist  Julian  L.  Simon 

la  immigration  the  big  opportunity  for  m.aintaining  industrial  competitiveness? 
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Introducing  Chrysler  N^Pibrker  fifth  Avenue. 


What  gpod  are  soft  leather  seats 

in  aiuxuiy  car  if  you  carit 

stop  straigjit  on  a  wet,  slippery  road? 


Who  would  argue  against  the  option  of 
rich,  soft  Mark  Cross  leather... and  an 
eight-way  power  seat  with  infallible  mem- 
ory? Or  an  inner  quiet  that  shuts  out  the 
distractions  of  the  outer  world? 

No  one.  But  then  again  who  would 
want  to  drive  a  luxury  car  on  a  wet, 
slippery  road  without  the  benefits  of  one 
of  the  world's  most  advanced  braking 
systems?  »  ^ 


Advanced  anti-lock 
braking  system  (ABS) 


ic\ 


Anti-lock  braking. . . 
safer  stopping  power. 

Anti-lock  braking  systems  (ABS)  are 
considered  to  be  one  of  the  most  impor- 
tant safety  advances  in  the  automotive 
industry  today 

One  quick  emergency  stop  can  teach 
you  that. 

Hit  the  advanced  anti-lock  braking 
system  (ABS)  available  in  an  all-new 
Chrysler  Fifth  Avenue  and  your  braking 
skills  increase  noticeably-with  or  with- 
out your  cooperation.  Because  you  shed 
the  limitations  of  conventional  braking 
systems. 

With  ABS,  an  electronic  control  unit 
constantly  senses  the  pressure  that  can 
be  applied  to  each  wheel  without  causing 
lockup... thus,  helping  to  prevent 
skidding. 

Equally  important,  Fifth  Avenue's 
ABS  allows  steering  control  during  brak- 
ing and  can  help  to  shorten  stopping 
distances. 


Crystal  Key . . .  better  protection 
than  Rolls  or  Mercedes. 

Fifth  Avenue's  comprehensive  Crystal 
Key  Owner  Care  provides  coverage  from 
bumper  to  bumper,  for  5  years  or  50,000 
miles.  Not  even  Rolls  or  Mercedes  can 
match  this  protection* 

The  new  Chrysler  New  Yorker  Fifth 
Avenue.  Eloquent  testimony  to 
Chrysler's  credo... There  is  no  luxury 
without  engineering. 

7/70 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler  Plymouth  Dealer 


TherelsNo  Luxiiiy\Xithout  Engineering. 

*See  limited  wananties  at  dealer.  Restrictions  apply.  Excludes  normal  maintenance,  adjustments  and  wear  items.  Based  on  comiH'titive  warraiUy  inlorniation  at  umi  oi  pi  iriinif 


Roger  Sandler/Black  Star 


Immigrant  farm  worker  in  California's  San  Joaquin  Valley 
Talcing  American  Jobs  or  making  them? 


(Basil  Blackwell  &.  Cato  Institute, 
$39.95).  In  it  he  says  the  immigrants, 
legal  and  otherwise,  may  well  be  the 
U.S.'  biggest  asset  in  maintaining  and 
improving  its  competitiveness. 

We  dropped  in  on  Simon  last  month 
in  Chevy  Chase,  Md.,  where  he  teach- 
es business  administration  at  the  Uni- 
versity of  Maryland. 

Simon.  The  claim  that  our  basic  val- 
ues, institutions,  habits  will  be  al- 
tered by  immigrants  from  a  different 
culture,  and  permanently  altered,  is 
pure  hooey.  The  notion  of  wanting  to 
keep  out  immigrants  in  order  to  keep, 
our  institutions  and  our  values  is  pure 
prejudice. 

Forbes:  Even  in  Miami,  which  is  getting 
to  be  about  as  bilingual  if  not  as  bicultur- 
al  as  Montreal  or  Quebec''' 
My  point  isn't  that  there's  no  influ- 
ence at  a  given  moment.  My  point  is 
that,  in  the  long  run,  the  evolution  of 
American  life  is  unaffected  by  this. 
It's  ironic.  At  a  time  when  barriers  are 
falling  down  everywhere,  even  trade 
barriers,  the  only  barrier  that  hasn't 
fallen  is  the  barrier  to  immigration. 

Obviously  you  don 't  feel  this  country  is 
about  to  he  swamped  by  the  poor  and 
unwanted  of  the  earth? 
We  don't  know  how  many  people 
would  w^nt  to  come  here  if  they 
could.  Puerto  Ricans  aren't  breaking 
down  the  doors  to  stay  here,  and  cer- 
tainly lots  more  Mexicans  could  cross 
the  border  if  they  chose  to. 

But  the  ones  who  do  come  do  ex- 
traordinary things.  In  Boston,  13  of  17 
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public  high  school  valedictorians  last 
year  were  immigrants  or  the  children 
of  immigrants. 

Nine  out  of  those  13  would  he  Asians. 
That's  true.  But  they  would  have  been 
Jews  25  years  ago.  They  would  have 
been  Italians. 

So  it's  not  their  cultural  background  that 
makes  them  achiei'ers.  It  happens  with 
every  immigrant  group. 
Look  at  the  experience  of  the  Viet- 
namese. Ten,  15  years  ago,  people  said 
they  could  never  assimilate,  never 
make  it  here,  just  as  they  said  it  about 
the  Poles  in  this  century  and  the  Irish 
in  the  last.  Pure  animals.  Never  able 
to  adjust  to  our  ways.  They  all  adjust- 
ed. They  do  better  than  we  do. 

Because  they're  young,  they're  ready  to 
try  anything. 

That's  the  commonality  of  immigra- 
tion in  all  ages  and  in  all  places.  They 
come  when  they're  young  and  strong 
and  just  beginning  their  working 
lives.  They  don't  already  have  a  mort- 
gage, a  house  and  a  bunch  of  kids. 
They'll  go  anyplace,  do  anything. 

I'm  Just  awed  by  those  Koreans  who  run 
the  fruit  and  vegetable  stands  in  New 
York.  TIjey're  there  18, 24  hours  a  day,  the 
whole  family,  was/jing  the  produce,  pol- 
ishing it,  revolutionizing  the  way  pro- 
duce is  sold  in  New  York.  And  they  didn  't 
move  into  an  existing  business.  They  cre- 
ated a  new  one,  out  of  nothing. 
Some  of  the  stories  about  Italian  and 
Jewish  immigrants  in  an  earlier  day 
came  out  of  the  same  stuff.  Every- 


Chrysie: 

presents  the 

luxury  car 

ease 
without  the 
luxury  car 

price. 


$339 


month. 


Chrysler  New  Yorker  Fifth  Avenue 


Now  you  can  get  a  new  lease  on  lux- 
ury. Chrysler's  Special  Gold  Key 
Lease.  This  exclusive  program  offers 
you  unusually  low  financing  rates.  The 
results  are  exceptionally  affordable 
monthly  payments  on  one  of  the  most 
luxurious  Chryslers  ever  built.  New 
Yorker  Fifth  Avenue. 

It  comes  with  luxury  amenities  stan- 
dard, such  as  climate-controlled  air- 
conditioning,  a  power  driver's  seat  and 
a  multi-speaker  sound  system.  You  also 
get  Chrysler's  Crystal  Key  warranty  t 
The  owner  care  program  so  complete, 
it  even  exceeds  that  of  a  Rolls  Royce  or 
Mercedes. 

There  may  never  be  an  easier  way  to 
enter  the  world  of  Chrysler  luxury  than 
with  this  Special  Gold  Key  Lease  pro- 
gram. Don't  delay  See  your  Chrysler- 
Plymouth  dealer  for  all  the  details. 


'.Monthly  lease  payment  example  based  on  sticker  price  of  this  vehi- 
cle, including  Luxury  Equipment  Package  and  destination  charges. 
All  taxes,  title  and  registration  fees  not  included.  Monthly  payment 
example  based  on  $4,594.60  down  payment,  with  a  refundable 
security  deposit  of  $350  plus  first  month's  payment  of  $339.42  re- 
quired in  advance.  48  monthly  payments  of  .$339.42  to  total 
.$16, 292.16.  You  may  have  the  option  to  purchase  the  vehicle  at  lease 
end  at  a  price  negotiated  with  the  dealer  at  lease  inception.  Lessee 
is  responsible  for  excess  wear  and  tear  and  mileage  over  60,000  at 
8  cents/mile.  Lease  rate/residual  subject  to  change.  tSee  limited 
warranty  at  dealer.  Restrictions  apply.  Excludes  normal 
maintenance,  adjustments,  wear  items. 
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Mexican  illegals  crossing  the  Rio  Grande  border 
They  come  when  they're  young  and  strong. 


Alon  Reininger.  Conuci 


thing  for  the  children — they  sacrifice 
their  hves  entirely.  It's  one  of  the 
wonderful  things  about  writing  about 
immigration — that  it's  so  moving. 

Even  so,  you  can't  readily  dismiss  the 
concern  some  have  that  these  smart,  moti- 
vated immigrants  take  jobs  from  our  na- 
tive poor  and  disadvantaged. 
The  fact  is  that  our  lowest-skilled 
people — blacks,  in  some  instances, 
women — are  not  suffering  from  in- 
creased unemployment  because  of 
immigration.  The  average  immigrant 
has  as  much  or  more  education,  more 
skills,  more  earning  power  than  the 
average  American,  so  that  an  immi- 
grant doctor  comes  and  makes  a  job 
for  more  nurses  and  more  orderlies 
and  more  sweepers  in  a  hospital.  The 
lower-skilled  people  are  not  competi- 
tors with  foreign  physicians.  They're 
complementary.  In  the  same  way  an 
immigrant  engineer  or  contractor  cre- 
ates more  jobs  for  manual  workers 
who  are  already  here. 

The  people  who  are  worst  off  in  our 
society  are  not  being  harmed  cither. 
Yes,  there's  some  wage  effect.  Wages 
are  somewhat  lower  than  they  would 
be  if  there  was  no  immigration  at  all. 
But  it's  physicians'  incomes  that  have 
suffered  from  immigration. 

You  also  hear  of  native  Americans  refus- 
ing to  work  for  wages  immigrants  accept 
gladly. 

That's  entirely  possible.  One  piece  of 
evidence  is  the  proportion  of  taxicab 
drivers  who  are  immigrants.  There's 


no  way  to  explain  that  except  from 
the  willingness  of  the  immigrants  to 
work  harder  at  jobs  where  their  earn- 
ings depend  on  output  and  the  unwill- 
ingness of  native  Americans  to  work 
on  those  terms. 

You  also  argue  that  immigration  is  bene- 
ficial simply  because  it  increases  the  geti- 
eral  population — that  population  in- 
crease in  itself  is  an  economic  good. 
That's  one  of  the  reasons  a  big  econo- 
my like  ours  has  an  advantage  over  a 
small  economy.  There  are  economics 
of  scale.  The  more  people  we  have, 
the  more  business  we  have,  and  the 
more  we  produce,  the  more  efficiently 
we  learn  to  produce.  More  people 
means  more  heads,  more  good  ideas, 
more  sources  of  increase  in  productiv- 
ity. There's  a  commotion  for  a  while, 
and  what  we  wind  up  with  is  better 
everything. 

Population  increase  doesn't  seem  to  gen- 
erate benefits  elsewhere  in  the  world — 
look  at  Haiti,  F.gvpt  or  China.  The  burden 
of  population  growth  in  those  places  is 
actually  dragging  down  the  already  low 
standard  of  living. 

Egypt's  problem  is  a  terribly  regulated 
socialist  economy.  China's  problem  is 
the  same.  Housmg  is  so  crowded  in 
China  because  they  insist  on  having  a 
publicly  subsidized  housing  market. 
They  won't  let  entrepreneurs  build 
houses. 

And  then  there's  Hong  Kong,  a  free 
market  economy  with  the  fastest 
growth     in     immigration     anybody 


knows  of.  There  was  a  High  Commis- 
sioner's report  in  1957  wringing  its 
hands  over  refugees  coming  in  and  the 
impossibility  of  coping.  Hong  Kong's 
population  rebounded  from  600,000 
at  the  end  of  World  War  II  to  1.5 
million  two  years  later.  Clearly,  im- 
migration did  not  prevent  Hong  Kong 
from  being  the  incredible  success  sto- 
ry that  It  is. 

What  you  are  saying  «  tltat  this  constant 
influx  of  new  ideas  and  skills  and  educa- 
tion gives  us  a  competitive  advantage  in 
the  world  economy. 

We  wouldn't  have  the  computer  in- 
dustry that  we  have  if  we  didn't  have 
immigrants  like  Steve  Chen  and  An 
Wang.  We  wouldn't  have  our  physics 
establishment  if  the  German  physi- 
cists hadn't  landed  in  the  1930s. 

Hut  wl.Kii  about  Japan?  They  fxive  dis- 
couraged immigration,  they  f.xive  a  rap- 
idly aging  population,  and  they  seem  to 
do  very  well  without  the  innovation  and 
creativity  you  say  immigration  brings. 
How  Japan  gets  along  I  don't  know. 
But  wc  may  have  to  recognize  that 
some  countries  arc  sui  generis. 

A  lot  (f  the  concern  about  increasing 
immigration  must  rest  on  an  analog}' 
with  the  family,  where  t/x'  more  kids  you 
iMve  the  more  pressure  you  put  on  your 
income. 

An  economy — a  free  economy — is 
very  unlike  a  family.  An  economy  is 
not  a  static  thing.  It  is  a  machinery  for 
adjusting  to  change,  for  rcplenishmg 
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Doomsday  rescheduled 


A  hero  to  many  environmentalists, 
.Paul  Ehrlich  in  1968  predicted 
that  civilization  would  end  in  the 
next  two  decades,  trampled  by  the 
terrible  patter  of  tiny  feet.  Ehrlich 
confidently  wrote,  "The  battle  to  feed 
all  of  humanity  is  over.  In  the  1970s 
the  world  will  undergo  famines — 
hundreds  of  millions  of  people  are  go- 
ing to  starve  to  death  in  spite  of  any 
crash  programs  embarked  on  now.  At 
this  late  date  nothing  can  prevent  a 
substantial  increase  in  the  world 
death  rate." 

The  environmentalist  doomsayers 
applauded.  Just  what  they  wanted  to 
hear.  Nature  smothered  by  humanity. 
Inconveniently  for  the  doomsayers, 
however,  affluence  continued  to 
spread  and  famine  became  rare,  even 
while  the  world's  population  in- 
creased by  well  over  1.6  billion  in  the 
last  20  years. 

Undaunted,  Ehrlich,  now  58,  and 
his  wife,  Anne,  have  written  a  new  book  entitled  The 
Population  Explosion.  They  warn:  "One  thing  seems  safe 
to  predict:  starvation  and  epidemic  disease  will  raise 
death  rates  over  most  of  the  planet." 

Of  course,  the  massive  famines  involving  hundreds  of 
millions  of  people  predicted  for  the  1970s  and  1980s 
failed  to  materialize.  Instead  of  the  death  rate  going  up, 
life  expectancy  increased  worldwide.  Far  too  many  peo- 
ple did  starve  worldwide,  but  nothing  like  the  hundreds 
of  millions  predicted  by  Ehrlich.  But  he  sticks  to  his 
predictions,  while  postponing  doomsday.  And  many  so- 
called  environmentalists  applaud  again. 

Actually,  Ehrlich's  message  is  nothing  new.  Clergy- 
man Thomas  Malthus  espoused  it  in  the  1 8th  century. 
Malthus  said  that  population  grows  at  an  exponential 
rate  while  food  supplies  increase  ooly  at  an  arithmetic 
rate.  Population  growth  would  always  outstrip  food 
supply,  ensuring  that  some  portion  of  mankind  would 
always  be  on  the  verge  of  starvation. 


Author  Paul  EMicb 
Population  poppycock. 


world  food  production  has  nearly  tri- 
pled while  the  world's  population  has 
more  than  doubled. 

The  three  scenarios  Ehrlich  out- 
lined in  The  Population  Bomb  feature 
massive  famines,  ecological  collapses, 
nuclear  wars  and  raging  epidemics. 
His  most  optimistic  scenario  ends  with 
the  death  of  only  half  a  billion  people 
in  a  major  "die-back"  by  1985. 

University  of  Maryland  economist 
Julian  Simon  has  tangled  more  than 
once  with  Ehrlich.  He  comments, 
"Every  prediction  that  Ehrlich  made 
has  been  proved  wrong.  Is  there  any 
reason  to  believe  him  now?" 

Even  trends  in  population  growth 
have  turned  positive  in  the  last  two 
decades.  Demographer  Carl  Haub  at 
the  nonprofit  Population  Reference 
Bureau  says  world  population  will 
probably  level  off  at  10  billion  to  11 
billion  in  the  next  century.  That's  a 
lot  of  people,  but  nothing  like  the 
proportionate  increase  between  1790  and  1990,  during 
which  the  world's  population  grew  sixfold.  Haub  notes 
that  m  the  last  20  years  "most  countries,  including 
those  in  the  Third  World,  are  evidencing  demographic 
transitions  to  slower  population  growth." 

In  nature,  gazelles,  uncontrolled  by  predators,  may 
overrun  their  pasturage  and  starve  when  they  run  out  of 
grass.  However,  man,  unlike  gazelles,  has  proved  profi- 
cient at  expanding  the  "grass"  supply.  "He  [Ehrlich] 
doesn't  understand  that  human  beings  are  not  lem- 
mings," says  demographer  Nick  Eberstadt. 

So  how  could  Ehrlich  be  so  wrong  and  still  find  an 
audience?  The  answer  lies  in  the  quasi-religious  beliefs 
of  the  anti  economic  growth,  pro  big  government  wing 
of  the  environmentalist  movement.  Says  Ehrlich: 
"Most  people  do  not  recognize  that,  at  least  in  rich 
nations,  economic  growth  is  the  disease,  not  the  cure." 
Aha.  Back  to  washboards,  ladies.  Back  to  the  good  old 
days,  everybody,  of  shorter  life  expectancy  and  long 


Yet,  since  World  War  II,  to  take  a  single  example,     hours  at  manual  labor. — Ronald  Bailey 


resources,  and  that  is  something  that 
all  people  in  socialist  countries  and 
most  people  in  our  country  don't  un- 
derstand. Put  it  this  way:  If  one  family 
owns  one  tennis  court  and  you  add 
more  kids,  there's  going  to  be  a  prob- 
lem with  playing  time.  But  if  a  small 
college  owns  one  tennis  court  and 
doubles  or  triples  the  size  of  that  col- 
lege population,  five  or  ten  years  later 
it  has  more  tennis  courts  and  better 
ones.  That's  how  an  economy  works. 
People  bring  their  minds  to  work  on  a 
problem.  You  may  say,  "Where  are  we 
going  to  put  all  those  immigrants?" 
Well,  in  the  short  run  there's  a  prob- 
lem, but  in  the  longer  run  the  eco- 
nomic and  social  responses  leave  us 
better  off  than  before. 
What  happens  if  we  don't  get  immi- 


gration and  the  population  doesn't 
grow?  Just  look  at  any  of  those  com- 
munities that  have  been  losing  popu- 
lation all  over  the  U.S. — the  buildings 
that  aren't  built,  the  new  stores  that 
don't  go  into  business,  the  jobs  that 
don't  open  up. 

I  would  argue  that  things  are  getting 
better  every  year,  including  the  quali- 
ty of  life,  because  the  minds  of  more 
people,  immigrants  included,  are 
working  on  the  problem. 

On  the  quality  of  life  issue,  the  un- 
derlying assumption  is  that  having 
fewer  people  around  is  better.  And 
that's  exactly  the  opposite  of  the  way 
people  behave.  They  move  from  iso- 
lated rural  areas  to  densely  populated 
places  where  there's  more  dancing 
and  music  and  theater. 


In    setting    immigration   policy,     what 
should  we  aim  at? 

My  recommendation  would  be  that 
we  simply  jump  immigration  visas  to 
I  million  a  year.  And  in  three  years,  if 
we  find  no  big  problem  develops, 
jump  it  again.  And  again.  And  keep 
jumping  until  we  run  into  some  prob- 
lems. But  we  have  a  very,  very  long 
way  to  go  before  any  problems  devel- 
op, because  historically  we  have  han- 
dled five  times  as  much  immigration 
in  the  past  as  we  have  right  now,  and 
we  absorbed  that  with  fewer  econom- 
ic and  social  tools  than  we  have  now. 
There  is  no  change  we  could  make 
that  could  have  even  a  fraction  of  the 
economic  benefit  that  we  can  get  sim- 
ply by  increasing  the  number  of  im- 
migrants by  100%.  ■ 
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The  Larger  Context 


Daniel  Ortega's  defeat  in  the Nicaraguan 
election  shattered  many  illusions. 

LIBERATION 

FROM  LIBERATION 

THEOLOGY 


By  Michael  Novak 


The  loud  crash  you  heard  on  Feb. 
26 — the  day  after  Nicaragua's  his- 
toric, hberating  vote — was  the 
sound  of  "progressive"  illusions 
shattering.  Christians  on  the  left 
hate  to  be  called  Marxists;  all  they 


want,  they  say,  is  to  help  the  poor. 
But  if  this  is  true,  why  were  so 
many  of  them  sobbing  uncontrolla- 
bly, tears  streaming  down  their 
faces,  when  the  poor  of  Nicaragua 
overwhelmingly  rejected  the  Sandi- 
nistajuntabya  voteof  55%  to  41%? 
Despite  the  unbroken  record  of 
Marxists  losing  contested  elections, 
Westerners  who  admire  "Marxist 
ideals"  never  catch  on.  Nicaraguans 
contemptuously  describe  these  ad- 
mirers— including  journalists,  art- 
ists, actors  and  religious  activists — 
as  "Sandalistas."  In  the  election, 
the  ordinary  people  of  Nicaragua 
said:  Sandalistas,  go  home. 


When  Daniel  Ortega  gave  his  last 
campaign  speech  at  the  voting 
booth  just  before  casting  his  vote, 
one  eyewitness  reports  that  no  Nic- 
araguan in  line  applauded,  but  the 
international  journalists  did.  Other 
activists  who  flew  to  Managua  for 
the  Sandinista  "victory"  celebra- 
tion" were  seen  the  next  day  in  tears. 

The  poor  of  Nicaragua  voted  over- 
whelmingly against  the  Sandinis- 
tas, whom  they  both  feared  and 
loathed.  The  fear  was  apparent  in 
their  unwillingness  to  confide  their 
intentions  to  international  poll- 
sters. Their  loathing  was  shown  by 
the  fact  that  the  Sandinistas  lost 
every  voting  district  except  one,  in 
the  most  remote  and  heavily  in- 
timidated corner  of  the  country,  rel- 
atively uncovered  by  international 
observers  and  including  only  15,000 
voters.  The  Sandinistas  lost  every- 
where, even  in  Managua,  even 
among  the  young,  and  nowhere 
more  so  than  in  areas  where  the 
contras  had  been  most  active. 

For  years  the  contras  had  roamed 
freely  in  the  northern  provinces  of 
Matagalpa  and  Jinotega  and  the  cen- 
tral provinces  of  Chontales  and 
Boaco.  They  had  been  safe  there; 
their  locations  were  never  revealed, 
while  those  of  Sandinista  troops 
regularly  were.  The  Sandinistas  saw 
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'*But  with  the  kids  in  college, 

I  figured  things  would  be  pretty  tight. 

Was  I  surprised.'* 


to  it  that  a  dozen  voting  precincts  in 
the  north  never  opened  at  all,  and 
that  others  received  fewer  ballots 
than  there  v^ere  registered  voters. 
Nonetheless,  the  Sandinistas  were 
beaten  there  58%  to  37%,  and  in  the 
central  provinces,  68%  to  28%. 

This  election  was  certainly  no 
model  to  be  held  up  for  Eastern  Eu- 
ropean emulation  in  the  important 
elections  later  this  spring.  In  count- 
less ways,  the  Sandinistas  made  the 
campaign  as  unfair  as  they  could 
possibly  get  away  with.  They  used 
all  the  resources  of  the  state — total 
control  over  television;  command 
over  public  transportation  (addi- 
tional service  for  their  own  rallies, 
cutbacks  for  Mrs.  Chamorro's);  the 
vested  interests  of  80,000  soldiers, 
20,000  secret  pohce,  200,000  reserv- 
ists and  local  militia;  unknown 
numbers  of  paid  informers;  and 
scores  of  thousands  of  civilian  no- 
menclatura.  The  Sandinistas  had  to- 
tally swallowed  the  state;  they  al- 
lowed for  no  distinction  between 
the  state  and  the  party.  They  bled 
the  nation's  treasury  for  their  own. 

And  yet  they  lost.  An  honest  ob- 
server would  have  no  trouble  seeing 
why.  The  Sandinistas  behaved  like 
the  Ceausescus  of  Central  America. 
Their  leaders  commandeered  the 
Somoza  mansions.  "All  the  top  peo- 


ple got  themselves  a  house,  a  car, 
shopping  privileges  in  the  dollar 
store,  and  free  electricity  and  wa- 
ter," a  Sandinista  army  officer  told 
the  Neiv  York  Times.  "The  people 
knew  that,  and  they  resented  it."  To 
win  voters,  a  regime  that  could  nev- 
er feed  its  people  sponsored  rock 
concerts  and  spent  millions  to  buy 
banners,  posters,  free  T  shirts  and 
phosphorescent  shoelaces. 

It  took  two  full  days  of  stumbling 
confusion  before  Ortega  could  ex- 
plain his  defeat;  he  blamed  the  U.S. 
Not  a  word  about  the  hatred  and 
contempt  so  many  citizens  feel  for 
his  neighborhood  spies  and  turbas  of 
bullies;  or  their  anger  at  Marxist 
incompetence. 

In  fact,  Mrs.  Chamorro's  identifi- 
cation with  the  U.S.  seemed  to  help, 
and  the  people  gained  strength  not 
only  from  the  presence  of  3,000  neu- 
tral poll  watchers  (even  from  Po- 
land's Solidarity)  but  also  from  the 
thought  that  the  recent  American 
rescue  of  Panama  might  deter  Orte- 
ga from  Noriega's  postelection  vio- 
lence two  years  ago. 

Scorned  at  home,  the  Sandinistas 
have  long  been  loved  by  the  reli- 
gious left.  Just  two  years  ago  the 
Lutheran  bishop  of  El  Salvador,  Me- 
dardo  Gomez,  praised  the  Sandinis- 
tas and  prayed  for  the  day  when  "we 


Salvadorans  are  blessed  by  God 
with  the  same  experience  as  that  of 
our  Nicaraguan  sisters  and  broth- 
ers." The  Reverend  William  Sloane 
Coffin  called  the  Sandinista  revolu- 
tion "the  most  promising  I've  seen 
in  my  lifetime." 

Even  in  defeat,  these  Sandalistas 
show  no  taste  for  reality.  Asked  if 
the  Nicaraguans  had  voted  for  capi- 
talism and  democracy.  Sister  Mau- 
reen Fiedler  said  condescendingly: 
"I  don't  think  the  average  campesi- 
no  understands  those  words."  And 
asked  about  the  shocking  defeat  of 
her  heroes  by  the  Nicaraguan  peo- 
ple, therapist  Monika  Von  Flotow 
told  the  Washington  Post:  "1  didn't 
ask  myself  what  mistakes  I  made.  I 
thought  to  myself  they  [the  Nicara- 
guan people]  made  the  mistake." 

On  Feb.  25,  the  poor  of  Nicaragua 
liberated  themselves  from  libera- 
tion theology  by  an  overwhelming 
vote.  It  would  be  comforting  if  the 
Sandalistas  cared  enough  about  the 
poor  to  hear  their  cry.  Don't  hold 
your  breath.  ■ 

Philosopher,  journalist  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC  Among  his 
recent  hooks  is  Will  It  Liberate?  Questions 
about  Liberation  Theolog\' 
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The  airline  leasiriQ  business  is  built  on  the  sees  and  no  buyers. 

O  Two  types  ot  lease  arrangements 

proposition  that  you  can  never  lose  money  predominate:    15     to   20  year  agree 
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on  a  good  airplane.  Never  say  never. 


Fasten  seat  belts, 
please 


By  John  H.  Ta^or 


1ITTLE  MORE  THAN  a  dccadc  ago, 
_  airplane  leasing  companies 
I  were  ragtag  outfits  with  a  hand- 
ful of  aging  planes  that  they  often 
rented  to  debt-ridden  carriers  in  re- 
mote countries.  But  in  the  early 
1980s,  with  the  airline  industry 
chronically  short  of  capital  and  dereg- 
ulation spawning  a  new  generation  of 
airlines  hell-bent  on  ex- 
pansion, leasing  became 
big  business.  Today  some 
40%  of  all  passenger  jets 
flying  are  leased  by  the 
airlines,  about  half  of 
them  from  operating  lease 
companies.  A  powerful 
trio  dominates  the  operat- 
ing lease  business:  gpa 
Group  in  Ireland,  Interna- 
tional Lease  Finance 
Corp.  in  Beverly  Hills  and 
Ansett  Worldwide  Avia- 
tion Services  in  Australia. 
Two  of  the  three,  gpa 
and  ILFC,  account  for 
roughly  20%  of  all  the 
commercial  jet  aircraft 
currently  on  order,  some 
$28  billion  worth.  Over 
the  next  five  years  gpa 
alone  will  take  delivery  of 
two  planes  a  week,  ilfc 
nearly  one  a  week.  Of  the 
3,200-plus  backlog  for 
commercial  jets,  25%  are 
accounted  for  by  leasing 
companies.  Amazingly, 
the  operating  lease  com- 
panies have  placed  many 
of  these  orders  without  a 
lease  agreement  from  any 
airline  to  actually  take  the 
plane,  gpa,  for  instance, 
has  lease  agreements  on 
only  half  of  the  500  planes 


it  has  ordered. 

The  leasing  companies  borrow 
heavily  to  finance  the  acquisition  of 
new  planes.  To  service  debt  and  bol- 
ster profits,  the  leasing  companies 
rely  on  the  annual  sale  of  10%  to  20% 
of  their  existing  fleet.  With  so  many 
speculative  orders,  they  run  the  risk 
of  having  to  take  delivery  at  a  time 
when  the  leasing  and  resale  markets 
have  gone  dry.  In  other  words,  no  les- 
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Only  ha^ofthe  500  planes  he's  ordered  are  preleased 


ments,  called  finance  leases;  and 
shorter-term,  4-  to  8-year  agreements, 
called  operating  leases. 

The  financially  strong  carriers — 
Delta,  American,  United — are  able  to 
negotiate  the  longer  and  cheaper  fi- 
nance leases.  In  these  deals,  the  air- 
line will  order  a  plane,  then  sell  it  as 
soon  as  it  takes  delivery  to  an  investor 
group  or  financial  intermediary.  The 
airline  makes  a  profit  selling  the  plane 
and  locks  in  an  attractive  lease  rate. 
The  investors  get  the  tax  breaks  and  a 
reliable  income  stream.  There  is  less 
risk  in  these  leases,  but  where  there  is 
little  risk,  there  is  little  profit. 

The  short-term,  operating  leases  are 
far  more  risky — and  hence  more  prof- 
itable. In  these  transactions,  an  air- 
line will  lease  a  plane  for  four  to  eight 
years  but  will  pay  a  much  higher 
monthly  lease  rate.  So  while  a  solid 
airline  might  pay  $  1 70,000  a  month  to 
lease  a  new  Boeing  737-300  (retail 
price:  $30  million)  on  a  finance  lease, 
the  rate  would  be  $275,000  on  an  op- 
erating lease. 

Who  would  pay  the  higher  rate?  An 
airline  that  was  such  a  credit  risk  that 
no  investor  would  chance 
signing  it  to  a  long-term 
lease.  Or  a  carrier  that  was 
short  on  planes  and  need- 
ed one  fast. 

GPA  does  not  so  much 
as  blink  at  its  exposure. 
"The  way  we  see  it,  we'd 
rather  lease  a  plane  to  a 
shaky  credit  for  $300,000 
a  month  for  3  years  than 
lease  one  to  American 
Airlines  for  $200,000  a 
month  for  20  years,"  says 
Colm  Barrington,  gpa's 
chief  commercial  officer. 
"Wc  believe  the  short- 
term  deal  at  the  higher 
margin  is  a  better  credit, 
IS  long  as  we  can  redeploy 
the  plane  |if  the  carrier  dc- . 
taultsj."  He  means,  of 
course,  that  if  the  lessee 
defaults,  another  airline 
will  take  the  plane. 

ILFC  takes  a  more  cau- 
tious approach.  It  limits 
Its  risk  by  leasing  only  a 
small  percentage  of  its 
fleet  to  a  single  carrier  and 
making  fewer  speculative 
orders.  It  charges  less  than 
c;PA  for  its  leases  and 
therefore  gets  better  credit 
risks. 

Even  without  defaults, 
though,  the  shorter-term 
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leases  are  at  the  mercy  of  the  resale  or 
re-lease  market.  On  a  six-year  lease, 
say,  the  owner  recovers  only  about 
65%  of  the  plane's  cost,  including  in- 
terest. The  leasing  company  gets  its 
money  back  only  if  it  can  resell  or  re- 
lease the  plane  for  enough  to  at  least 
cover  the  unamortized  balance. 
Thanks  in  good  part  to  inflation,  air- 
planes have  been  greatly  appreciating 
in  value  over  the  last  decade.  But  v^ith 
the  number  of  planes  expected  to  in- 
crease nearly  50%  over  the  next  five 
years,  and  traffic  growth  slowing,  re- 


pearing.  According  to  John  Walsh,  di- 
rector of  market  planning  for  Rohr 
Industries,  a  major  supplier  of  aircraft 
equipment,  the  growth  in  air  travel 
slowed  from  10%  in  1987  to  6.7%  in 
1988  and  4.8%  last  year.  Other  signs 
of  trouble:  Braniff  filed  for  bankruptcy 
last  autumn,  causing  three  leasing 
companies  to  take  back  nearly  60 
planes,  most  of  which  are  still  urf^ 
leased.  Three  European  charter  carri- 
ers, Hispania,  British  Island  Airways 
and  Paramount,  went  under  in  the 
last  year,  causing  ilfc  and  gpa  to  take 


choice  but  to  work  with  them." 

Privately,  chief  executives  of  some 
of  America's  stronger  airlines  say 
they  are  planning  to  buy  new  planes 
at  a  discount  on  the  theory  that  the 
leasing  companies  and  some  of  the 
ailing  carriers  with  large  orders  will 
never  be  able  to  take  delivery. 

Yet  it's  hard  to  argue  with  suc- 
cess— and  the  leasing  companies  have 
certainly  enjoyed  success,  ilfc  earned 
$61  million,  or  $1.57  a  share,  on  reve- 
nue of  $334  million  last  year.  Its  stock 
was  trading  o-t-c  for  22  recently,  a 
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BraniJI  planes  stranded  in  Orkmdo,  l-'la.  after  last  year  s  haiikruptcy 

Eight  years  of  prosperity  have  created  the  illusion  that  many  cyclical  businesses  aren't  cyclical  anymore. 


sidual  values  could  fall  soon. 

There  are  other  warning  signals. 
Airline  industry  profit  margins  are 
narrowing  as  attempted  fare  increases 
have  failed  to  stick,  fuel  prices  rose 
30%  in  the  last  year,  and  competition 
is  intensifying  with  European  and 
Asian  carriers. 

Eight  years  of  unbroken  prosperity 
have  created  the  illusion  that  many 
cyclical  businesses  aren't  cyclical  any 
longer.  This  is  a  dangerous  illusion  as 
far  as  airlines  are  concerned.  Over  the 
past  three  decades,  the  airline  indus- 
try has  been  haunted  by  four  major 
downturns.  In  the  last  one,  in  the  ear- 
ly 1980s,  traffic  growth  slowed  to  an 
average  of  2%  annually.  Veteran  air- 
line analyst  Anthony  Low-Beer,  now 
a  money  manager  with  M.  Kimelman 
&.  Co.  in  New  York,  has  seen  the 
cycles  wax  and  wane.  He  sees  trouble 
on  the  horizon.  "You  have  a  big  in- 
crease in  capacity,  a  sloppy  economy 
and  big  hikes  in  fuel  prices,"  he  says. 

Already,  ominous  signals  arc  ap- 


back  11  planes. 

With  so  many  speculative  orders 
and  the  prospect  of  declining  traffic 
growth,  the  leasing  companies  might 
be  forced  to  cancel  orders  and  forfeit 
their  25%  deposit.  In  that  event, 
Boeing,  McDonnell  Douglas  and  oth- 
ers would  face  the  prospect  of  having 
their  hangars  clogged  with  dozens  of 
unwanted  planes.  "The  manufactur- 
ers would  be  in  a  position  where 
they'd  have  to  renegotiate,  like  they 
did  in  the  early  1980s,  when  there  was 
a  recession  and  carriers  like  Laker 
could  not  take  delivery,"  says  former 
Pan  Am  vice  chairman  Gerald  Gitncr, 
now  head  of  Tribeca  Aviation,  a  New 
York  aviation  consulting  firm. 

Adds  Gitner:  "What  are  you  going 
to  do  if  you're  a  manufacturer  and  one 
of  these  big  leasing  companies  tells 
you  it  can't  take  a  dozen  planes?  Do 
you  force  them  into  default  and  put 
them  out  of  business?  Of  course  not. 
They  have  billions  of  dollars  of  planes 
on  order.  The  manufacturer  has  no 


57%  increase  over  the  last  15  months. 
The  privately  held  gpa  is  expected  to 
earn  about  $240  million  on  an  esti- 
mated $1.6  billion  in  revenue  for  the 
fiscal  year  that  ended  Mar.  31. 

Impressed  by  figures  like  these  and 
mesmerized  by  projections  of  endless- 
ly growing  air  travel,  the  world's 
banks,  especially  the  Japanese,  have 
poured  money  into  the  leasing  busi- 
ness and  aircraft  financing,  comforted 
by  the  notion  that  the  loans  are  se- 
cured by  the  planes.  But  all  those  Tex- 
as real  estate  loans  were  secured  by 
land  and  bricks  and  mortar. 

Perhaps  the  airlines'  prosperity  will 
go  on  indefinitely,  but  Herb  Kelleher, 
the  highly  respected  chief  executive 
of  Southwest  Airlines,  has  a  message 
for  those  who  think  airlines  are  a  sure 
thing:  "This  is  a  cyclical  business. 
Always  has  been,  always  will  be.  With 
a  small  change  in  load  factor,  the  air- 
lines can  go  from  spilling  cash  to 
bleeding  red  ink  like  the  Mississippi 
River  going  through  the  delta."  ■ 
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WE  FLY  TO 

ABERDEEN,  ABIDJAN, 

ABU  DHABI,  ACCRA, 

ADELAIDE,  AMMAN, 

AMSTERDAM, 

ANCHORAGE. 

ANKARA,  ANTIGUA, 

ATHENS,  ATLANTA 

AND  AUCKLAND 

AND  THAT'S  ONLY 
THE  BEGINNING. 


A  is  for  an  astonishing  array  of  destinations  abroad.  The  most  attentive  service  available  on  any     n  n  ITI C  Ul  A  I RWAYS 


airline.  And  an  abundance  of  additional  amenities— at  the  airport  and  aloft.  British  Airways 
All  the  best  from  Aberdeen  to  Zurich 


The  world's  favourite  airline.* 


A  Different  View. 


How  you  look  at  the  world  often  depends  on  wl 
you  stand.  As  a  global  bank  w  hose  vantage  poi 


The  Golden  Gate  Bridge, 
photographed  by  Alan  Ross. 


he  western  U  S.,  Bank  of  America  offers  a  fresh 
rspective  on  world  markets.  A  distinct  oudook 


that  points  the  way  to  new  solutions.  And  a  view  of 
your  needs  that  extends  beyond  today's  transaction. 


m 


Bank  of  America 


Lacking  an  international  currency,  the 
people  of  the  Soviet  Union  cannot  speak 
the  only  language  the  free,  international 
economy  understands:  money.  So  let  cur- 
rencies compete. 

< 

Free  the  ruble! 


By  Vladimir  Kvint 


Vladimir  Kvint  is  a  member  of  the 
"Siberian  School"  of  Soviet  econo- 
mists and  an  associate  of  economists 
Leonid  Abalkin  and  Abel  Aganbe- 
gyan,  the  godfathers  of  perestroika. 
Below,  he  rejects  the  idea  of  a  gold 
standard  for  his  country  but  urges  that 
the  ruble  soon  be  made  convertible 
into  foreign  currencies.  He  urges  that 
the  ruble  be  allowed  to  float  by  per- 
mitting foreign  currencies  to  circulate 
freely  in  the  Soviet  Union,  thus  set- 
ting a  natural  exchange  rate.  Only 
that  way  can  the  Soviet  Union  be  in- 
tegrated into  the  world  economy. 


Is  the  ruble  nothing  but  rubble,  a 
weak  substitute  for  money  in  the 
crisis-ridden  country?  Definitely, 
no.  It  is  just  a  prisoner  that  is  not 
allowed  to  go  to  the  party  of  the  world 
economy,  for  mostly  political  rea- 
sons. But  it  is  not  worthless. 

The  ruble  is  already  convertible. 
Wise  foreign  businessmen  know  how 
to  convert  their  rubles  into  hard  cur- 
rency, using  not  only  old  methods  of 
barter  and  counter-trade  but  also 
some  new  ones.  In  the  center  of  Vien- 
na, you  can  convert  your  rubles  in  a 
bank  into  hard  currency.  The  rate  is 
funny  and  unfair  to  those  holding  So- 
viet currency:  6  U.S.  cents  for  1  ruble. 


This  is  far  below  what  the  ruble 
should  be  worth,  but  it's  all  foreigners 
will  pay  today  for  a  currency  they 
cannot  easily  use.  The  bank  should 
not  be  blamed  for  this.  The  Soviet 
government  should. 

The  Soviet  Union's  former  leader- 
ship imprisoned  the  ruble  the  same 
way  it  imprisoned  Soviet  citizens. 
Things  are  now  much  better  for  citi- 
zens, but  not  for  the  ruble.  It  is  still 
not  freely  convertible,  not  officially 
free  to  travel  outside  the  homeland. 

Nonconvertibility  of  the  ruble  is  a 
malignant  tumor  that  affects  all  as- 
pects of  the  Soviet  economy.  It  kills 
motivation  of  labor,  it  enlarges  short- 
ages, it  stops  the  flow  of  foreign  in- 
vestment to  the  U.S.S.R. 

Let's  look  at  this  problem.  The  So- 
viet Union  is  not  a  poor  country.  Sta- 
tistics developed  during  Stalin's  time 
still  naively  conceal  Soviet  gold  and 
diamond  reserves,  but  a  simple  corre- 
lation analysis  of  Soviet  data  and  the 
world  gold  and  diamond  markets 
shows  that  the  U.S.S.R.  has  one  of  the 
biggest  gold  reserves  in  the  world. 
And  since  World  War  II,  the  U.S.S.R. 
hasn't  sold  diamonds  bigger  than  10 
carats  and  almost  no  diamonds  bigger 
than  5  carats.  It  is  clear  that,  being 
among  the  biggest  diamond  produc- 
ers, the  Soviet  Union  stores  all  these 
treasures  in  its  diamond  fund. 

The  U.S.S.R.  is  the  owner  of  huge 
natural  resources.  It  is  the  biggest  pro- 
ducer of  oil,  gas,  steel,  timber  and  the 

F  HiN)a  Sx^nia 


Inside  the  Soviet  SlcUv  ■    oik  in  Moscow  today 

Busiiy  exchanging  rvbles  that  aren't  free  to  travel. 
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majority  of  nonferrous  metals:  cop- 
per, nickel,  cobalt  and  platinum.  All 
of  this  is  not  mythical,  but  real  back- 
ing for  the  ruble. 

So  much  for  those  who  say  the  Sovi- 
et Union  lacks  the  reserves  to  back  a 
truly  international  currency. 

The  U.S.S.R.  is  known  in  all  the 
banks  of  the  world  as  one  of  the  most 
reliable  payers  of  interest.  And 
though  the  international  economic 
debt  of  the  U.S.S.R.  has  grown  to 
more  than  $50  billion,  and  its  hard 
currency  debt  today  is  2.2  times  its 
annual  export  revenues,  for  the 
U.S.S.R.  it  is  only  a  matter  of  several 
months'  work  to  repay  all  the  debt.  By 
comparison,  Hungary  needs  about  ten 
years  to  do  it.  Poland,  which  has  more 
than  $40  billion  in  debt,  does  not  even 
lend  itself  to  comparison. 

Yet  the  currency  of  the  Soviet 
Union  is  close  to  worthless  abroad 
because  it  lacks  convertibility.  Call  it 
a  wooden  ruble.  The  wooden  ruble  is 
worsening  the  economic  crisis  under 
way  in  the  U.S.S.R.  People  have  330 
billion  rubles  in  their  savings  ac- 
counts, and  120  billion  rubles  more, 
as  we  say,  "in  the  stockings"  at  home. 
With  inflation  in  the  consumption 
sector  at  15%  in  1989,  the  holders  of 
these  rubles  lose  purchasing  power 
month  by  month.  Meanwhile,  there  is 
little  to  buy.  Where  they  can,  people 
resort  to  simple  barter.  For  example, 
Soviet  collective  farms  exchange  500 
tons  of  grain  for  one  10-ton  Kamaz 
truck,  or  6  tons  of  grain  for  1  ton  of 
cement.  This  shows  not  only  political 
but  also  economic  nearness  of  our  sys- 
tem to  feudalism. 

The  American  economist  Thor-- 
stein  Veblen  (1857-1929) 
wrote  about  the  formation 
of  a  money  civilization  in  a 
negative  sense.  But  I  think 
that  money  civilization  re- 
flects a  healthy  economy. 
The  U.S.S.R.  has  not  yet 
reached  this  level  of  health. 

Not  all  the  steps  of  the 
present  government  are  in- 
correct, 'but  the  govern- 
ment is  ^lagging  behind  the 
real  tempo  of  perestroika. 
The  steps  are  extremely, 
damagingly  slow.  Soviet 
enterprises  are  now  allowed 
to  keep  70%  of  their  hard 
currency  profits;  the  enter- 
prises hold  $3  billion.  A 
hard  currency  auction  has 
been  held.  The  dollar-ruble 
rate  for  nontrade  operations 
has  been  changed — since 
last  November  foreigners 
have  been  able  to  change  Si 
for  6.2  rubles,  or  16  cents  to 


ClopeVSipa 


Latvians  converting  wooden  rubles  into  bread 


the  ruble,  versus  the  silly  official  rate 
of  $1.60  to  the  ruble.  Collective  farms 
are  paid  hard  currency  by  the  state  for 
certain  food  products. 

The  exchange  rate  granted  to  for- 
eigners, 16  cents,  is  barely  one-tenth 
the  official  rate,  but  it  is  still  nearly 
three  times  what  I  can  get  for  my 
rubles  in  Vienna. 

What  we  need,  clearly,  is  a  single 
realistic  rate.  This  can  be  achieved 
only  through  a  ruble  that  is  freely 
convertible  into  other  currencies. 
Based  on  my  analysis  of  the  current 
Soviet  economic  crisis,  I  will  risk  the 
following  forecast:  By  1991  a  limited- 
ly  convertible  ruble  may  already  be 
available  for  joint  ventures  and  in  free 
economic  zones;  two  or  three  such 


Orlj.ia  ^\■>ima 


I-or  less  tlxin  I  cent,  all-day  travel  on  Moscow's  underground. 


zones  will  become  operational.  One 
of  them,  near  the  Far  Eastern  port  of 
Nakhodka  (which  means  "discov- 
ery"), has  already  become  a  discovery 
for  the  Japanese  businessmen  who  for 
over  ten  years  have  been  pouring  in- 
vestments into  this  region. 

The  other  forward  station  of  entre- 
preneurial activity  will  be  the  city  of 
Viborg,  near  the  Soviet-Finnish  bor- 
der. My  opinion  is  that  in  free  eco- 
nomic zones  all  currencies  will  circu- 
late, competing  in  terms  of  their 
"hardness."  Currency  auctions  this 
year  and  especially  in  1991  will  be- 
come an  everyday  practice  and  not,  as 
now,  just  a  fashion  show.  Because  of 
all  this,  the  number  of  joint  ventures 
will  come  up  to  2,800  in  1990.  In 
1991,  I  think,  a  stock  ex- 
change will  be  established. 
A  serious  problem  re- 
mains. Whatever  is  best  in 
the  U.S.S.R.  is  exported, 
sold  for  hard  currency.  But 
the  Soviet  workers  who 
produce  these  goods  suffer 
burglaries  by  their  own  gov- 
ernment worse  than  the 
ones  described  by  Marx  at 
the  hands  of  capitalists. 
They  are  completely  sepa- 
rated from  the  hard  curren- 
cy profits  they  produce.  (In 
a  few  small  cases,  hard  cur- 
rency salaries  do  exist.  In 
1988,  for  example,  I  went  to 
the  Latvian  fishing  collec- 
tive farm  Uzvara.  There  the 
fishermen  get  25%  of  their 
salary  in  hard  currency.) 

In  the  U.S.S.R.  more  than 
15,000  enterprises  export 
their  goods  to  the  West.  All 
the  workers  of  these  enter- 
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prises  and  of  the  enterprises  supplying 
them  should  get  part  of  the  enterpris- 
es' hard  currency  profits  as  some  per- 
centage of  their  salaries. 

Will  that  be  unfair  to  others?  When 
I  am  called  a  proponent  of  capitalism 
in  the  U.S.S.R.,  I  quote  Marx.  He  said 
that  total  equality  is  a  total  inequal- 
ity. Good  labor  should  be  motivated. 

They  should  be  allowed  to  spend 
their  hard  currency  inside  the 
U.S.S.R.  as  well.  This  will  also  create 
a  good  market  for  foreign  producers  of 
consumer  goods.  This  year  the  do- 
mestic hard  currency  consumer  mar- 
ket will  total  about  $2.5  billion.  With 
such  innovations  the  U.S.S.R.  can 
only  benefit:  The  government  will  re- 
ceive taxes  on  profits,  and  customs 


equivalent    sum    of   wooden    rubles 
should  immediately  be  burned. 

I  do  not  think  convertibility  should 
be  brought  about  by  government  fiat 
but  rather  by  the  market  itself.  I  am 
proposing  parallel  circulation  of 
wooden  rubles — the  nonconvertible 
money  we  now  have — and  limitedly 
convertible  rubles.  Hard  currencies — 
dollars,  for  example,  or  deutsche 
marks — should  circulate,  too,  because 
that  will  facilitate  normalization  and 
satisfaction  of  the  market.  We  would 
have  a  system  of  competing  curren- 
cies, with  the  market,  rather  than 
government  fiat,  setting  the  correct 
exchange  rate  among  them.  And  the 
ruble  would  become  real  money  in 
the  international  sense. 


F  Hibon'S\-gma 


III  Moscow,  1  ruble  hii\^  li  hncixihlL'  iioich  in  ti  canteen 


duties  for  repatriation  of  hard  curren- 
cy profits  by  foreign  businessmen. 

It  is  necessary  to  abolish  the  stupid 
restriction  that  prohibits  foreign  com- 
panies from  operating  with  rubles. 
Today,  many  of  these  companies  al- 
ready have  rubles  and  many  more 
would  like  to  have  them,  but  the  for- 
mer are  prohibited  from  selling  them 
to  the  latter.  Last  summer,  walking 
along  Lexington  Avenue  in  New 
York,  I  tried  to  fmd  out  what  I  could 
buy  for  $1 .  Practically  nothing.  Even  a 
hot  dog  is  more  expensive.  In  Mos- 
cow, with  I  ruble  in  your  pocket,  you 
can  have,  on  Gorky  Street,  a  tolerable 
lunch  in  a  canteen.  For  I  kopek  (there 
are  100  kopeks  to  a  ruble)  you  can  buy 
a  glass  of  mineral  water  or  a  box  of 
matches.  For  5  kopeks,  less  than  I 
cent  at  the  ruble/dollar  rate  I  envi- 
sion, you  can  travel  all  day  long  in  the 
underground.  For  20  kopeks  you  can 
buy  a  kilogram  of  good  bread.  So  don't 
tell  me  the  ruble  is  worth  only  6 
cents.  But  6  cents  is  what  it  fetches 
abroad  because  of  the  current  govern- 
ment policy  of  nonconvertibility. 

So  as  not  to  create  great  inflation, 
the  amount  of  convertible  rubles  is- 
sued into  circulation  should  not  ex- 
ceed the  value  of  Soviet  exports  and 
value  of  consumer  goods  and  food 
products  produced  on  the  quality  lev- 
el of  the  world  market.  Moreover,  the 


tpI^'e  stock  s.p'^' 


Speculations  about  putting  the  So- 
viet Union  on  a  gold  standard  seem  to 
me  practically  useless  because,  in 
1971,  the  U.S.  officially  abolished  the 
gold  standard.  And  if  the  dollar  has  no 
gold  standard,  establishment  of  a  gold 
standard  for  the  currency  of  any  other 
country  would  lead  only  to  melting  of 
its  gold  reserve.  One  should  not  vio- 
late the  trend  of  internationalization 
of  national  economies — the  replace- 
ment of  gold  as  a  form  of  money  by 
credit  money. 

Political  risk  is  never  far  from  the 
international  businessman's  mind. 
Yet  political  instability  or  even  crisis 
has  not  always  hampered  convertibil- 
ity. In  Yugoslavia,  in  the  middle  of 
bitter  economic  and  political  crisis 
and  violent  ethnic  conflict,  the  gov- 
ernment has  declared  the  dinar  con-, 
vertible.  What  happened?  Contrary  to 
many  predictions,  Yugoslavia  has  en- 
larged its  hard  currency  reserves  sig- 
nificantly, just  in  one  month. 

In  the  Russia  of  the  1 7th  century, 
all  foreigners  were  called  ncnitsy — 
meaning  "the  dumb" — just  because 
they  didn't  speak  Russian.  Money  is 
the  language  of  an  economy.  If  the 
currency  is  not  convertible,  the  lan- 
guage is  untranslatable.  Strictly 
speaking  we  don't  have  real  money  in 
the  Soviet  Union.  With  a  convertible 
currency  we  would  have.  ■ 
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Light  is  fAie  controlling  force. 
A  corn  sprout  grows  from  this  kernel  of  truth. 


Up  to  twelve  different  messages  can  be  programmed  in  a 
cfiangeable  traffic  signal.  Scfiott,  a  pioneer  in  special  glass, 
developed  complete  optical  systems  to  enable  traffic  to  be 
optimally  controlled  under  all  conditions. 


The  corn  sprout  conducts 
sunligfit  down  to  its  root 
tip.  From  there,  light  con- 
trols the  young  plant's 
growth. 


No  two  ways  about  it  -  we  must 
admit  that  our  light  conducting 
glass  fibers,  known  as  optical 
fibers,  aren't  exactly  the  first  to 
light  the  way.  Take  corn,  for 
example.  The  tender  shoot  of  a 
germinated  kernel  conducts 
daylight  deep  down  to  the  very 
tip  of  its  root.  That's  the  con- 
trolling force  behind  the  growth 
of  a  corn  sprout. 

Optical  fibers  are  ideal 

for  controlling  and  conducting 
light.  Like  in  the  middle  of  traffic. 
Bundles  of  optical  fibers  con- 
duct light  from  halogen  lamps  to 
the  front  plate  of  traffic  signals. 
And  the  free  ends  of  optical 
fibers  are  where  traffic  mes- 


sages are  generated.  This  way, 
up  to  twelve  messages  can  be 
transmitted  by  a  single  traffic 
signal.  And  they  can  be  clearly 
seen  from  a  distance  -  even  in 
bad  weather. 

Optical  fibers  for  traffic 

control,  available  from  Schott 
America,  are  just  one  "shining" 
example  of  their  application. 
Highly  transparent  optical  fibers 
also  control  switching  oper- 
ations in  power  plants  or 
transmit  data  between  com- 
puters. You'll  encounter  our 
fiber  optics  in  medicine,  analyt- 
ical instrumentation  and  in 
measurement  and  control 
technology.    We've    also    dis- 


covered a  new  application  for 
laser  conducting  systems. 

Sclott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F10,  3  Odell  Plaza, 
Yonkers,  NY  10701. 

a  SCHOTT 

Nobody  knows  more  about  glass. 


Hamish  Maxwell  is  an  outgoing,  affable 
man.  So  why  does  he  strike  terror  in  so 
many  corporate  boardrooms? 


Philip  Morris 
is  still  hungry 


By  Subrata  N.  Chakravarty 

ANYONE  WHO  THINKS  the 
takeover  game  is  finished 
hasn't  reckoned  with  chief 
>  executives  hke  Hamish 
I  Maxwell.  He  denies  any 
immediate  intent  to  make  a  big  acqui- 
sition, but  the  Philip  Morris  chairman 
has  his  napkin  tucked  under  his  chin, 
and  Forbes  thinks  he  is  ready  to  sink 
his  teeth  into  the  right  multibillion- 
dollar  deal. 

Okay,  the  Henry  Kravises  can  no 
longer  count  on  junk  bonds  and  liber- 
al bank  financing  to  launch  giant 
takeovers  on  a  shoestring.  But  there 
are  companies  like  Philip  Morris  that 
need  neither  junk  bonds  nor  bridge 
loans  to  finance  strategic  takeovers. 

No  question,  Hamish  Maxwell  is 
hungry.  In  July  1984  he  took  com- 
mand of  Philip  Morris  Cos.  Barely  16 
months  later  he  engineered  what  was 
then  the  company's  largest  acquisi- 
tion: the  $5.7  billion  purchase  of  Gen- 
eral Foods  Corp.  This  put  the  cigarette 
and  beer  company  into  branded  pack- 
aged foods  but  only  whetted  Max- 
well's appetite. 

In  the  fall  of  1988,  at  precisely  the 
time  archrival  rjr  Nabisco's  chief  ex- 
ecutive, Ross  Johnson,  launched  his 
disastrous  attempt  to  take  his  compa- 
ny private.  Maxwell  paid  $13  billion 
for  Kraft  Inc.  This  he  merged  into 
General  Foods  to  form  the  second- 
largest  packaged  foods  company  in 
the  world,  trailing  only  Nestle.  Food 
now  accounts  for  51%  of  Philip  Mor- 
ris' sales  and  30%  of  operating  profits. 
Maxwell's  urge  to  merge  is  easily 
understandable.  Cigarettes  still  gener- 
ate 40%  of  Philip  Morris'  $45  billion 


in  revenues  and  65%  of  its  $7.2  billion 
operating  income. 

But  cigarettes  are  a  risky  affair  these 
days.  The  antismoking  crusaders  are 
fast  closing  in.  Take  away  tobacco, 
and  Philip  Morris  would  have  earned 
only  around  $1.10  a  share  last  year — 
not  enough  to  sustain  the  company's 
dividend  of  $1.38. 

On  Aug.  24  Maxwell  will  celebrate 
his  64th  birthday.  A  year  after  that,  he 
must  retire.  The  betting  is  that  he  will 
strive  to  pull  off  one  more  major 
merger,  so  that  he  leaves  behind  not  a 
cigarette  company  with  a  sideline  in 
food  but  a  food  company  with  a  cash 
cow  in  tobacco.  Unlike  junk-dcbt- 
hobblcd  RJR  Nabisco,  Philip  Morris  is 
in  good  shape  to  take  advantage  of  any 
opportunities  that  come  its  way. 

Potential  targets?  Campbell  Soup, 
whose  controlling  family  members 
are  squabbling?  Borden?  Quaker 
Oats?  Each  is  easily  affordable  for 
Philip  Morris.  Not  so  easily  afford- 
able— but  still  doable  and  a  wonderful 
fit — IS  PepsiCo  (sec  icihlc.  />  ')')). 

What  docs  Maxwell  say  to  all  this? 
A  jovial  man  when  he  wants  to  be,  he 
leans  back  and  roars  with  laughter. 
Then  he  settles  down  and  answers, 
carefully  and  thoughtfully:  "Some- 
where along  the  line,  it  will  probably 
make  sense  to  see  if  we  can  buy  an- 
other major  company.  But  I  don't  have 
any  time  in  mind."  He  adds:  "I'd  like 
to  be  ready  to  react  because  big  com- 
panies don't  come  along  as  often  as 
small  ones." 

Events  have  a  logic  of  their  own, 
and  Philip  Morris  is  being  pushed,  by 
the  sheer  buildup  of  cash,  to  make  a 
big  move.  Its  debt,  while  sizable  at 
$15  billion,  is  falling  fast;  at  about 
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60%  of  total  capital,  that  debt  is  not 
burdensome  for  a  company  with  Phil- 
ip Morris'  predictable  cash  flow.  Cash 
pours  in  at  the  rate  of  $10  million  a 
day — more  than  $3.5  billion  a  year, 
after  annual  interest  payments  of  $1 .7 
billion  and  taxes.  Even  after  capital 
expenditures  and  a  healthy  dividend, 
Philip  Morris  had  $1.3  billion  m  ex- 
cess cash  flow  last  year. 

In  a  speech  in  Fort  Lauderdale,  Fla. 
in  late  February,  Philip  Morris'  chief 
financial  officer,  Hans  Storr,  predicted 
that  between  1990  and  1994  Philip 
Morris  will  generate  excess  cash  flow 
of  "more  than  $15  billion." 

Most  of  the  cash  comes  from  ciga- 
rettes, whose  price  increases  regularly 
outpace  inflation.  Vice  Chairman 
William  Murray,  who  heads  tobacco 
operations,  puts  it  bluntly:  "We've 
done  it  because  we  thought  we  could 
get  away  with  it,  and  we  have.  That's 
what  you're  in  business  to  do." 

So  rapidly  is  the  cash  flow  mount- 
ing that  the  company  is  spending  $1.5 
billion  to  buy  in  about  5%  of  its  928 
million  common  shares  outstanding. 
But  the  flaw  in  a  buy-your-stock  strat- 
egy is  that  it  does  nothing  to  lessen 
the  dangerous  dependence  on  ciga- 
rettes. Thus  the  logic  behind  a  major 
acquisition  is  almost  overwhelming. 

Nor  would  Maxwell  be  loath  to 
launch  a  hostile  bid.  An  urbane,  Cam- 
bridge-educated Scotsman,  Maxwell 


came  to  Philip  Morris  in  1954  as  a 
cigarette  salesman  and  rose  through 
marketing  and  international  tobacco 
operations.  His  affable,  rumpled  ap- 
pearance, however,  is  a  bit  mislead- 
ing. He  is  tough  as  nails.  He  did  not 
wait  for  an  invitation  to  bid  for  either 
Kraft  or  General  Foods.  That  will  like- 
ly be  his  modus  operandi  if  and  when 
he  strikes  again.  He  explains  why:     , 

"By  and  large,  the  best  acquisitions 
are  the  ones  you  pick  yourself,  that 
don't  come  walking  in  to  you  because 
somebody  else  has  decided  to  sell.  It's 
unfortunate  that  those  involve,  as  we 
say  euphemistically,  'unsolicited  of- 
fers.' "  This  last  bit  he  adds  with  a 
chuckle  that  would  cause  heartburn 
in  boardrooms  from  Philadelphia  to 
Minneapolis. 

With  both  General  Foods  and  Kraft, 
Maxwell  points  out,  he  went  after  the 
largest  company  he  could  afford  at  the 
time.  So,  how  much  cash  could  Philip 
Morris  now  muster  for  a  big  meal? 

Philip  Morris'  current  ratio  of  debt 
to  equity  is  1.6-to-l.  According  to 
Hans  Storr,  who's  pretty  conserva- 
tive, the  "outer  limit"  of  investment- 
grade  debt  would  be  a  ratio  of  3-to-l. 
His  "comfort  level,"  Storr  empha- 
sizes, would  be  2'/2-to-l. 

With  $9.6  billion  in  equity,  then, 
and  $15  billion  in  debt,  at  Storr's 
"comfort  level"  Philip  Morris  could 
take  on  an  additional  $9  billion  in 


debt.  If  the  company  wanted  to  push 
things  to  the  3-to-l  level,  it  could 
borrow  perhaps  $14  billion.  (To  put 
these  ratios  in  context,  remember 
that  RjR  Nabisco's  debt-to-equity  ra- 
tio after  Henry  Kravis'  wildly  priced 
buyout  was  I9-to-l.) 

What  could  such  sums  buy?  Camp- 
bell Soup's  current  market  value  is  $6 
billion.  PepsiCo's  is  $15  billion.  Swal- 
lowing Campbell  wouldn't  even 
strain  Storr's  conservative  leverage  ra- 
tio; buying  PepsiCo  would  be  a  reach. 

A  couple  of  decades  ago  Philip  Mor- 
ris would  have  seemed  an  unlikely 
predator.  It  was  then  the  smallest  and 
weakest  of  the  U.S.  tobacco  compa- 
nies, but  it  has  come  a  long  way  and 
has  richly  earned  its  reputation  as  one 
of  the  best-run  companies  in  the  U.S. 
Though  the  domestic  cigarette  trade 
is  in  steady  decline,  Philip  Morris  has 
expanded  unit  sales  and  market  share 
in  the  U.S.  and  abroad — most  recently 
in  the  huge,  newly  opened  Japanese 
market.  In  1989,  according  to  veteran 
analyst  John  Maxwell  (no  relation)  of 
Wheat,  First  Securities,  Inc.  in  Rich- 
mond, Va.,  Philip  Morris  had  41.9%  of 
the  U.S.  cigarette  market,  with  well- 
known  brands  like  Marlboro,  Merit, 
Virginia  Slims  and  Benson  &.  Hedges. 
It  has  11%  of  the  5.3-trillion-unit 
world  market.  Philip  Morris'  domes- 
tic tobacco  operating  profits  grew 
17%   last  year;  international  profits 


Getting  the  guilt  out  of  the  product 


It's  an  article  of  faith  in  many  big  compa- 
nies that  any  divisions  that  aren't  market 
leaders  should  be  dumped.  This  belief  has 
earned  huge  fees  for  investment  bankers 
who  shop  the  unwanted  businesses,  but  Ha- 
mish  Maxwell  thinks  it  is  a  lousy  concept. 
He  says:  "I  disagree  with  the  belief  that  if 
you're  not  in  a  strong  number  one,  two  or 
three  position  in  a  business  you  ought  to  get 
the  h;;ll  out.  I  think  you  pass  up  some  of 
your  best  opportunities  that  way." 

Had  Philip  Morris  followed  the  conven- 
tional wisdom,  it  might  have  thrown  in  the 
towel  in  the  cigarette  business.  In  the  1950s 
it  ranked  at  the  bottom  of  the  tobacco  in- 
dustry, behind  such  dominant  companies  as 
R.J.  Reynolds  nr-d  American  Tobacco.  

Philip  Morris'  Marlboro  had  been  around  for  decades, 
and  so  bad  cigarette  filters.  But  filter  cigarettes  were 
mainly  for  '  ^  ,cn,  and  not  very  popular.  In  1950  filter 
cigarettes  made  up  less  than  1%  of  all  domestic  sales. 

Then,  in  1954,  i)ilip  Morris  launched  its  improved, 
filtered  Marlboros.  iiiey  featured  a  more  flavorful  blend 
of  tobacco  and  came  in  a  red  hard-pack  box  with  an 
innovative  hinge  lid  unheard  of  at  the  time.  Most  im- 
portant, Philip  Morris  introduced  the  "Marlboro  Man," 
bringing  a  powerful  ;v       uhne  image  to  what  had  been 


Making  JilUrs  nuoil) 


thought  of  as  a  feminine  product. 

From  less  than  1%  of  the  market  in  1954, 
Marlboro  grabbed  nearly  4%  by  1956,  and 
today  it  is  the  industry  leader,  with  over 
26%  of  the  U.S.  market.  Riding  Marlboro's 
success,  Philip  Morris  rose  from  last  place 
in  the  American  tobacco  industry  to  first. 

The  second  milestone  was  Miller  Lite. 
Says  Maxwell,  "Miller  Lite  was,  in  its  own 
way,  the  filtered  cigarette  of  the  beer  busi- 
ness." Within  four  years  of  going  national, 
Miller  Lite  boosted  Miller's  share  of  the 
beer  business  from  6%  to  19%.  Yet  had 
Philip  Morris  insisted  on  buying  only 
brands  with  leading  market  shares,  it  would 
never  have  bought  Miller,  which  was  in 
lowly  eighth  place  in  the  beer  market  when 
Philip  Morris  acquired  it  in  1969. 

Low-calorie  beer  was  not  new  when  Miller  Lite  came 
along.  The  marketing  problem  with  low-cal  beers  was 
this:  They  were  seen  as  something  no  real  beer  drinker 
would  touch.  Says  Leonard  Goldstein,  president  of 
Miller  Brewing  Co.,  "There  was  always  the  subliminal 
connotation  that  the  lights  weren't  real  beer."  Indeed,  in 
1973  low-calorie  beers  were  a  paltry  0.4%  of  all  domestic 
beer  shipments. 
As  it  had  done  with  Marlboro,  Philip  Morris  created  a 
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jumped  30% . 

But  no  one  believes  the  tobacco 
business  will  continue  to  grow  indefi- 
nitely. Indeed,  tobacco  companies 
have  been  making  efforts  to  diversify 
since  the  1960s. 

A  case  could  be  made  that  tobacco 
managements  would  do  better  by 
their  shareholders  if  they  treated  the 
business  as  a  dwindling  asset,  paying 
out  all  the  cash  flow  to  shareholders 
rather  than  launching  expensive  take- 
overs. But  this  isn't  the  way  the  world 
works.  There  are  too  many  jobs  in- 
volved, too  many  perks,  the  weight  of 
too  much  tradition.  To  echo  Winston 
Churchill,  Maxwell  didn't  become 
Philip  Morris'  chief  executive  to  pre- 
side over  the  company's  liquidation. 

Says  he:  "If  we  can  go  on  delivering 
superior  returns  to  our  stockholders 
with  an  acquisition  program,  then 
they  really  don't  have  too  much  to 
complain  about.  And  our  returns  to 
stockholders  have  been  superior." 
And  so  they  have.  Storr  points  out 
that,  adjusted  for  stock  splits,  100 
shares  of  stock  bought  in  1966  for 
$8,900  would  now  be  worth  $750,000. 
Since  1984  the  total  return  on  the 
stock  has  averaged  37%  annually, 
compared  with  20%  for  the  s&p  500. 

Philip  Morris  wisely  decided  to  stay 
with  branded  consumable  goods  rath- 
er than  branch  out  into  entirely  new 
industries.    In    1969    Philip    Morris 


On  the  menu? 

Some  appetizing  acquisitions  for  Hamish  Maxwell.  PepsiCo  may  be  too 
expensive,  but  not  for  long.  Of  course.  Maxwell  could  simply  offer  to 
snap  up  food  assets  from  his  overleveraged  rival,  RJR  Nabisco. 

Capital-       Long-term 
ization*             debt 
Company                         (Sbillion)                                       Major  brands 

Borden                  $4.7 

$1.4 

Borden  dairy  products;  Wise  snacks,-  Creamette 
pasta;  Classico  pasta  sauce;  Cracker  Jack;  Elmer's 
glue;  Wall-Tex  wall  coverings 

Campbell  Soup      6.4 

0.7 

Campbell's  soups;  Swanson,  Le  Menu  frozen  din- 
ners; V8;  Franco-American;  Prego  spaghetti  sauce; 
Pepperidge  Farm;  Vlasic  pickles;  Mrs.  Paul's  frozen 
seafood 

General  Mills         5.5 

0.6 

Cheerios,  Total;  Betty  Crocker;  Yoplait  yogurt; 
Gold  Medal  flout;  Bisquick;  Gorton's  frozen  sea- 
food; Red  Lobster  and  Olive  Branch  restaurants 

PepsiCo                 15.2 

5.8 

Pepsi,  Slice;  Fritos,  Doritos,  Lay's;  Kentucky  Fried 
Chicken;  Pizza  Hut;  Taco  Bell 

Quaker  Oats           3.6 

0.8 

Quaker  oatmeal,  Cap'n  Crunch,  Life;  Gatoradc; 
Aunt  Jemima;  Celeste  frozen  pizza;  Rice-A-Roni; 
Ken-L-Ration;  Fisher-Price  toys 

RJR  Nabiscot          - 

Oreos,    Chips    Ahoy;    Ritz,    Premium    crackers; 
Fleischmann's  and  Blue  Bonnet  margarine;  Shred- 
ded Wheat;  Cream  of  Wheat;  Al  steak  sauce;  Grey 
Poupon  mustard;  Milk-Bone  pet  snacks;  Planters; 
Life  Savers 

'Market  value  of  common  shares 

plus  preferred  shares.  fPrivately  held  by  Kohlberg  Kravis  Roberts. 

macho  image  for  the  new  beer  by  using  ex-gridiron 
pitchmen  like  Dick  Butkus  and  Randy  White.  The  more 
rugged  image  took  hold  just  as  consumers  became  more 
conscious  of  fitness.  Drinking  low-calorie  beer  became 
acceptable  to  he-men.  "If  you  can  present  a  product  that 
takes  away  a  consumer's  guilt  about  abusing  his  health 
and  gives  him  the  benefits  of  the  product,  it's  going  to  be 
a  World  Series  success,"  says  Goldstein.  Thus,  Lite's 
now  famous  pitch  line:  "Tastes  great.  Less  filling." 

Will  fat-free  products  become  a  third  milestone  in 

Philip  Morris'  history  of  growth?  Many  Americans  are 

cutting  down  on  cigarettes  and  alcohol,  but 

Mthey  still  love  cookies  and  other  fatty  foods. 
Philip  Morris  wants  to  remove  the  fat — and  the 
guilt — from  cookies.  Kraft  Gen- 
eral Foods  has  brought  out  fat- 
free  versions  of  many  of  its  prod- 
ucts, including  Sealtest  ice 
cream,  Kraft  cheese  and  Enten- 

1f#0  ">•  mann's  baked  goods. 

*U      I^KSy  Philip  Morris'  competitors  are 

developing  fat-free  foods,  too. 
But  many  of  the  rivals'  formulas 
involve  fat  substitutes,  which 
require  approval  from  the  Food 
&.  Drug  Administration.  Includ- 
ed are  Procter  &  Gamble's  oles- 


Light  but  macho 


tra,  a  sucrose  polyester, 
and  NutraSweet's  Sim- 
plesse,  which  recently 
won  FDA  approval  and  is 
made  of  ingredients  found 
in  food,  such  as  protein. 

Although  Kraft  has  a  fat 
substitute,  Trailblazer, 
awaiting  fda  approval,  it  is 
also  going  a  different 
route — requiring  no  regu- 
latory approval.  Rather 
than  use  a  substitute  for 
fat,  Kraft  is  blending  differ- 

, ent  food  ingredients  and 

flavors  to  eliminate  fat  altogether.  For  instance,  Kraft's 
new  baked  goods  use  egg  whites  and  nonfat  milk  instead  of 
whole  eggs,  whole  milk  and  butter.  The  company  says  this 
eliminates  the  fat  and  cholesterol,  but  not  the  flavor. 

The  market  for  fat-free  foods  is  potentially  enormous. 
"The  more  healthy  we  can  make  foods,  the  more  demand 
there  will  be, "  says  First  Boston's  Rebecca  Barf ield.  Philip 
Morris  will  not,  of  course,  have  this  market  to  itself,  but 
what  may  give  this  company  the  edge  is  its  skill  at 
marketing.  After  all,  Philip  Morris  isn't  the  only  purveyor 
of  filtered  cigarettes  or  light  beer — yet  it  has  managed  to 
make  itself  a  market  leader  in  both. — Neal  Santelmann 


Now,  fat-free  cakes 
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bought  Miller  Brewing  Co.  for  $227 
million.  With  Philip  Morris'  market- 
ing expertise  behind  it,  Miller  last 
year  contributed  $226  million  to  Phil- 
ip Morris'  operating  earnings. 

Miller  had  much  in  common  with 
tobacco.  Like  Philip  Morris,  Miller 
made  agriculturally  based,  recession- 
resistant,  consumable  branded  prod- 
ucts, hi  cigarettes  as  in  beer,  as  long  as 
the  quality  is  there,  one  product  is 
much  the  same  as  the  other.  That's 
why  marketing  matters  so  much. 

In  the  1970s,  under  John  Murphy, 
now  Philip  Morris'  president.  Miller 
did  spectacularly,  leaping  from  eighth 
in  the  industry  to  second.  Murphy, 
who  has  been  quoted  as  saying  that 
"every  Irishman  dreams  of  going  to 
heaven  and  running  a  brewery,"  clear- 
ly loved  his  work.  He  brought  innova- 
tive advertising  to  the  staid  beer  in- 
dustry. For  example,  the  "Now  it's 
Miller  time"  campaign,  suggesting  a 
beer  as  a  reward  for  a  job  well  done, 
increased  sales  of  Miller  High  Life 
dramatically  until  Budweiser  bor- 
rowed the  theme. 

More  important.  Murphy  intro- 
duced Miller  Lite  in  1975,  creating  a 
whole  new  market  segment  (see  box, 
p.  98).  Miller's  newest  beer.  Miller 
Genuine  Draft,  is  the  fastest-growing 
premium  beer  on  the  market. 

One  reason  Maxwell  can  think  so 
boldly  about  future  acquisitions  is 
that  he  has  already  succeeded  in 
merging  two  huge  businesses  into  his 
company.  When  Maxwell  bought 
General  Foods,  Philip  Morris  got  con- 
trol over  such  well-known  products 
as  Maxwell  House  coffee,  jell-o.  Post 
cereals,  Birds  Eye  frozen  foods,  Enten- 
mann's  baked  goods,  Oscar  Mayer 
processed   meats,    and   many   more. 

Initially  General  Foods  drifted,  and 
Philip  Morris  took  heat  from  the  Wall 
Street  crowd  for  not  taking  a  forceful 
role  in  the  company  immediately.  But 
that  was  not  Philip  Morns'  style.  As 
with  Miller  Brewing,  the  Philip  Mor- 


ris executives  in  New  York  watched 
General  Foods  closely  for  two  years, 
to  learn  the  industry  and  the  compa- 
ny, before  taking  action. 

What  they  saw  was  a  food  company 
that  did  not  have  a  broad  enough  prod- 
uct line.  "I  didn't  think  General  Foods 
was  a  complete  food  company,"  Max- 
well recalls.  "In  its  time,  I  guess  it 
was.  But  it  didn't  have  enough  in  the 
parts  of  the  food  business  that  looked 
like  they  had  a  lot  of  future  growth." 
He  points  to  the  Post  cereal  business 
as  an  example.  A  weak  number  three 
behind  Kellogg  and  General  Mills, 
Post  wasn't  offering  the  products 
most  desired  by  consumers. 

So  Maxwell  and  company  went  out 
and  bought  themselves  a  complemen- 
tary food  company,  Kraft.  This  acqui- 
sition gave  Philip  Morris  things  Gen- 
eral Foods  lacked:  Kraft  cheeses, 
Breyers  ice  cream,  Parkay  margarine. 
The  combination  will  spread  distribu- 
tion costs  over  a  much  larger  base  and 
give  Kraft  General  Foods  enormous 
clout  with  supermarkets.  The  com- 
bined Kraft  General  Foods  operation 
now  makes  10%  of  all  U.S.  branded 
packaged  foods. 

Under  Kraft  President  Michael 
Miles,  who  became  chairman  of  Kraft 
General  Foods  last  year,  Philip  Morris 
undertook  one  of  the  fastest  consoli- 
dations of  two  huge  companies  ever 
seen.  Says  Miles,  "Nothing  is  more 
unsettling  than  being  in  a  state  of 
flux,  and  we  wanted  to  get  the  feeling 
behmd  us  as  quickly  as  we  could." 

Miles  cut  the  work  force  by  2,500, 
consolidated  operations  and  moved 
the  food  headquarters  from  Rye 
Brook,  N.Y.  to  Kraft's  home  base  in 
Glenview,  111.  In  part  because  of  such 
one-time  savings,  kgf's  operating 
earnings  rose  26%,  to  $2.1  billion, 
even  though  revenues  of  the  com- 
bined food  entity  increased  less  than 
2%,  to  $22.9  billion.  Miles  claims 
that  substantial  productivity  im- 
provements have  also  been  made  that 


Rise  of  a  cash  cow 

Over  a  20-year  period,  Philip 
Morris  has  grown  dramatically 
stronger  financially.  Net 
-income  has  risen  sharply, 
especially  since  the 
mid-1970s.  Cash  flow  from 
operations  has  grown  faster  still. 
Return  on  average  equity, 
meanwhile,  has  almost  doubled. 
Its  big  jumps  came  after 
Maxwell's  savvy  acquisitions: 
General  Foods  in  1985  and 
Kraft  in  1988.  Such  are  the 
benefits  of  debt,  used 
prudently. 


will  pay  off  for  years  and  will  allow 
KGF  to  sustain  earnings  growth  of  15% 
a  year.  Example:  Maxwell  House  cof- 
fees, which  once  dominated  every 
market  segment  and  then  slipped  bad- 
ly, have  begun  to  regain  market  share. 

Largely  because  of  cost-cutting  and 
the  full-year  inclusion  of  Kraft,  Philip 
Morris  recently  reported  net  profits  of 
$2.95  billion,  or  $3.18  a  share,  for 
1989,  up  from  $2.34  billion  in  1988. 

But  the  company's  stock,  at  a  recent 
37'/2,  IS  trading  at  a  pricc-to-earnings 
ratio  of  only  10  times  estimated  1990 
earnings.  The  multiple  on  cash  flow  is 
even  more  modest:  7.  Compare  this 
with  the  17  times  cash  flow  Maxwell 


Left  to  right:  Philip  Morris  President  John  Murphy,  head  of  tobacco  operations  Wil/iani  Murray.  Kraft  (iencral  looda '  Micl.xiel 
Miles,  Miller  Brewing's  Leonard  Goldstein  and  Philip  Morris  Chief  Financial  Officer  Hans  Starr 
Hamish  Maxwell's  Gang  of  Five. 
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Cash  flow  ftom  operations* 


Net  income 


40% 


'69        70        71        72        73        74        75 
■  Excludes  divestitures  and  changes  in  wotking  capital 


paid  for  Kraft.  Every  month  that  goes 
by  without  another  acquisition  in- 
creases tobacco's  share  of  Phihp  Mor- 
ris' earnings  and  takes  Maxwell  fur- 
ther away  from  the  higher  nontobacco 
share  multiples  that  he  craves. 

In  making  future  acquisitions,  Phil- 
ip Morris  is  most  unlikely  to  stray  far 
from  the  food  business.  No  movie* 
companies,  no  cable  tv  or  personal 
care  products.  Says  Maxwell,  "If  we 
were  to  buy  another  business,  but  it 
wasn't  in  the  food  business,  we  would 
not  get  the  same  degree  of  synergies 
and  efficiencies.  So  we  more  or  less 
have  to  think  in  terms  of  food." 

Which  potential  dishes  are  high  on 
Maxwell's  menu?  Two  names  come 
to  mind:  Campbell  Soup  and  PepsiCo. 
Campbell  would  put  Kraft  General 
Foods  into  the  soup  business.  Its  Le 
Menu,  Swanson  and  Mrs.  Paul's  fro- 
zen-food businesses  would  comple- 
ment Philip  Morris'  Budget  Gourmet 
and  Birds  Eye,  if  the  Federal  Trade 
Commission  does  not  object  to  such  a 
combination.  PepsiCo,  meanwhile,  is 
strong  and  well  managed,  with  no 
conflicting  products.  Philip  Morris 
might,  however,  be  forced  to  divest 
Miller  beer  if  it  runs  afoul  of  laws 
regulating  beer  companies  that  also 
run  restaurants. 

If  Campbell  would  be  a  tasty  morsel 
for  Philip  Morris,  PepsiCo  would  be  a 


feast.  Especially  attractive  to  Max- 
well could  be  PepsiCo's  dominant 
presence  in  the  snack-food  business 
with  Frito-Lay,  a  field  where  Philip 
Morris  is  practically  nonexistent. 
Pepsi's  soft  drinks  and  its  restaurant 
operations  are  very  strong  in  the  U.S., 
and  both  have  good  prospects  for  in- 
ternational growth. 

The  drawback:  At  a  price  of,  say,  $18 
billion  to  $20  billion  (excluding  as- 
sumed debt),  PepsiCo  would  be  too 
expensive  for  Maxwell  to  handle — 
right  now.  Allowing  for  a  premium  on 
Pepsi  stock  and  assumption  of  its  debt, 
the  deal  could  top  Kohlberg  Kravis 
Roberts'  rjr  Nabisco  deal.  But  remem- 
ber those  mounting  cash  flows.  Says 
food  analyst  Kurt  Feuerman,  recently 
departed  from  Drexel  Bumham  Lam- 
bert: "By  next  year  [Philip  Morris] 
could  potentially  acquire  PepsiCo." 

Of  course,  megamergers  aren't  the 
only  thing  on  Maxwell's  mind.  "To 
strengthen  our  food  business  interna- 
tionally— and  we  are  concerned  that 
we  should  do  it  sooner  rather  than 
later — we  need  acquisitions,"  Max- 
well concedes.  "We  cannot  do  it  in 
one  big  acquisition.  There  isn't  any- 
thing there.  So  it's  more  a  matter  of 
picking  up  bits  and  pieces. 

Just  last  year,  for  example.  Maxwell 
paid  less  than  $100  million  for  Fini, 
an  Italian  pasta  and  cold  cuts  compa- 


ny that  fits  nicely  into  Kraft  General 
Foods'  distribution  network. 

But  these  small  international  and 
domestic  deals  aren't  likely  to  divert 
Maxwell  from  the  task  of  turning 
Philip  Morris  into  a  food  company, 
and  for  that  he  needs  a  big  deal.  This  is 
an  executive  whose  biggest  fear  is 
complacency.  "One  of  Hamish's  ma- 
jor emotions  is  constructive  dissatis- 
faction," laughs  kgf's  Michael  Miles. 
"At  our  officers'  Christmas  party  last 
year,  he  said  that  he  had  never  seen 
this  company  produce  a  great  year. 
Now,  that's  a  fairly  high  level  of  con- 
structive dissatisfaction!" 

A  manager  who  describes  himself 
as  "hands-on,"  Maxwell  refuses  to  be- 
come mired  in  the  kind  of  organiza- 
tional bureaucracy  ;hat  hamstring  so 
many  chief  executives  of  major  corpo- 
rations. To  get  accurate  intelligence 
from  the  front  lines.  Maxwell  routine- 
ly calls  middle  managers  directly,  by- 
passing their  supervisors  to  get  imme- 
diate answers  to  questions  that  are 
raised  by  weekly  reports,  which  he 
gets  and  reads. 

A  man  like  this  isn't  going  to  be 
diverted  by  relative  details  from  keep- 
ing his  mind  on  the  big  picture,  and 
the  big  picture  isn't  yet  complete. 
Watch  for  Philip  Morris  to  make  big 
news  between  now  and  Hamish  Max- 
well's retirement  in  August  1991.  ■ 
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At  Connecticufs  Citytrust  Bancorp,  an  as- 
tonishing 12%  of  the  loans  are  in  trouble. 
So  whafs  keeping  the  stock  aloft? 

Texas  in  the 
Northeast? 


By  Gretchen  Mcn^ensoii 

Connecticut's       number 
four  bank   posted   an   $85 
million  loss  in  1989,  and  its 
balance    sheet    is    poison. 
But,  for  some  reason.  City- 
trust's  stock  still  has 
spunk,    trading    on 
the  New  York  Stock 
Exchange    at    llVi. 
This  is  a  far  cry  from 
the    47    the    stock      l 
brought    last    year, 
but  it  is  still  close  to 
book  value  and  well  up 
from  the  year's  low  of  9. 
Insiders,     who     already 
own  30%  of  the  bank's 
outstanding        shares, 
have  been  big  buy- 
ers of  the  stock  in 
the  past  six  months. 

Amazing,  consid- 
ering that  the  $2.6 
billion  (assets)  bank 
is  mired  in  the 
messiest  real  estate  debacle 
the  New  England  state  has  encoun- 
tered since  the  mid-1970s.  You 
thought  Bank  of  New  England  was 
extraordinary  with  9.5%  of  its  portfo- 
lio in  the  nonperforming  column? 
Take  a  look  at  Citytrust.  As  of  year- 
end  1989,  the  bank's  nonperforming 
loans  accounted  for  12.5%  of  the 
bank's  total  portfolio.  Although  man- 
agement strenuously  denies  it,  at 
least  one  insider  contends  that  a  fur- 
ther 8%  of  the  portfolio  is  worrisome. 
By  contrast,  bad  loans  at  the  average 
commercial  bank  are  about  1.5%  of 
total  loans. 

Citytrust  officials  have  said  private- 
ly that  the  worst  is  over.  That  may  be 
too  optimistic.  Citytrust's  capital  is 
$67  million,  and  its  reserve  against 
loan  losses  is  $82  million.  That's  $149 


million,  which  is  proba- 
bly   enough     to     cover 
losses  on  the  $257  mil- 
lion in  problem   loans. 
But  it  could  leave   the 
bank's  capital  below  the 
levels    required    by 
regulators.        Also, 
what     happens     if 
more  loans  go  bad? 
The  only  power  behind  City- 
trust's  recent  stock  rise  appears  to 
be  takeover  talk.  A  new 
interstate  banking  bill 
is  now  being  rushed 
through    the    Con- 
necticut  legislature 
that    would    allow 
out-of-state  institu- 
tions  to   buy   local 
banks.  The  theory  is 
that  Citytrust,  with 
its  good  deposit  base 
and     45     branches 
statewide,  would  be  a 
good    acquisition    for    a 
New  York  bank  interested  in 
getting  closer  to  Connecticut's 
wealthy  banking  customers. 

But  the  haste  with  which  the  legis- 
lature is  considering  letting  outside 
banks  into  the  state  recalls  similar 
action  by  the  Texas  legislature  that 
lured  outside  banks  into  the  Lone  Star 
state  just  in  time  to  share  in  the  worst 
banking  debacle  since  the  1930s.  Keep 
in  mind,  too:  Heavy  insider  buying  in 
Bank  of  New  England  shares  came 
just  a  few  months  prior  to  the  an- 
nouncement that  it  would  lose  $1.1 
billion  for  the  year  on  bad  real  estate 
loans.  The  stock  cratercd,  falling 
70%,  to  $4.50  a  share. 

One  look  at  Citytrust's  putrid  bal- 
ance sheet  should  be  enough  to  send 
potential  buyers  packing.  Citytrust's 
loan  portfolio  is  heavily  burdened 
with    just    about    every    real    estate 


nightmare  there  is:  condo  develop- 
ment, shared  appreciation  loans, 
home  equity  lending,  commercial 
mortgages. 

Under  the  direction  of  longtime 
Citytrust  Chairman  George  Taylor, 
57,  the  bank  grew  dramatically  in  the 
1980s.  While  Connecticut  real  estate 
was  hot,  Citytrust  sizzled.  Assets 
grew  from  $1.5  billion  in  1984  to  $2.6 
billion  just  four  years  later;  net  in- 
come increased  60%  during  the  same 
period.  In  1989  the  real  estate  rocket 
stalled;  assets  stopped  growing,  return 
on  assets  slumped,  and  the  bank  re- 
ported its  $85  million  loss. 

One  of  the  worst  trouble  spots  for 
the  bank  is  in  so-called  shared  appre- 
ciation loans.  These  loans  to  home 
builders  don't  require  the  usual  col- 
lateral; instead  the  bank  gets  to  partic- 
ipate in  the  appreciation  the  proper- 
ties were  sure  to  produce  when  sold. 
This  might  have  worked  if  the  entire 
state  of  Connecticut  weren't  glutted 
with  empty  condos.  Although  the 
bank  wrote  off  13%  of  its  shared  ap- 
preciation loans  in  1989,  at  year's  end 
more  than  50%  of  those  loans  remain- 
ing were  nonperforming.  Right  now 
there's  a  three-year  supply  of  condo- 
miniums in  the  state. 

Commercial  mortgages  may  be  the 
next  disaster.  During  1989  the  total 
value  of  Citytrust's  nonperforming 
commercial  mortgage  loans  jumped 
from  $2.4  million  to  $70  million.  But 
the  bank  had  written  off  just  $2.5  mil- 
lion of  these  at  year-end. 

Earnings  aren't  likely  to  rebound  at 
Citytrust  anytime  soon,  either.  Why? 
Because  even  after  Citytrust  writes 
down  Its  bad  loans,  the  loans  continue 
to  cost  the  bank  money.  The  increas- 
ing numbers  of  properties  handed 
over  to  the  bank  in  default  must  be 
maintained  until  they  are  sold — just 
ask  any  Texas  banker.  Through  Sep- 
tember 1989,  expenses  associated 
with  property  held  in  foreclosure 
jumped  to  $3.5  million,  up  from  zero 
in  1988. 

On  top  of  that,  as  defaults  and  non- 
performing  loans  escalate,  so  do  thiJ 
bank's  legal  fees  associated  with  the 
workouts.  Citytrust,  which  employs 
1,200,  now  has  32  folks  working  on 
nothing  but  problem  properties.  Ac 
cording  to  the  bank's  financials, 
through  September  of  last  year,  ex- 
penses for  legal  and  other  professional 
services  increased  16%. 

With  the  Texas  precedent  before 
them  and  Connecticut's  real  estate 
woes  worsening,  Citytrust  may  not  be 
the  tempting  target  the  market  seems 
to  think  It  is.  Time  to  buy  Citytrust 
shares?  You  might  do  better  buying  a 
Connecticut  condo  at  auction.  ■ 
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All  of  the  major  airlines  took  theirs 
out  of  service  years  ago.  And  started 
flying  jets  instead. 

The  reasons  were  numerous. 

Obviously,  jets  are  a  lot  faster  than 
turboprops.  They're  far  more  comfortable, 
too  —  quieter  and  free  of  vibration. 
And  they're  much  more  reliable  and 
cost-effective. 

For  the  same  reasons,  businesses  are 
now  replacing  their  turboprops  with 
Citation  II  jets.  A  very  sensible  decision. 

The  Citation  II  is  100  mph  faster 
than  the  #1  turboprop.  It  flies  two 
miles  higher.  Its  cabin  is  quieter  and 
more  comfortable.  And  it  is  certified  by 
the  FAA  to  much  tougher  transport 
safety  standards,  like  jet  airliners. 


No  turboprop  meets  these  criteria. 
Which  may  be  why  more  Citation  II 
and  V  jets  were  delivered  in  1989  than 
all  competitive  turboprops.  And  why 
there's  only  one  manufacturer  still 
making  turboprops  today  —  compared 
to  seven  in  1980. 

Cessna  even  guarantees  that  the  fuel- 
efficient  Citation  II  will  cost  you  less  to 
operate  than  a  King  Air  B200/300/350 
—  or  we'll  pay  the  difference  for  three 
full  years] 

So  before  you  invest  in  any 
turboprop,  investigate  the  enormous 
benefits  of  a  Citation  II.  We  guarantee 
it'll  be  worth  your  time.  Write  Roy  H. 
Norris,  Senior  Vice  President;  Cessna  #<IVAVM^HI  1 1 
Airaaft  Co.;  Box  7706;  Wichita,  KS  LITATION  1 1 
67277.  Or  caU  1-800-4-CESSNA. 
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In  1 989,  one  out  of  every  two  light  or  midsize 
business  jets  delivered  was  a  Citation. 


a  General  Dynamics 
company 


¥)u  have  to  drit 


Without  doubt,  the  Honda  Accord 
is  a  great  automobile.The  experts  have 
said  that  for  years.  It  has  become  the 
benchmark  for  other  auto  makers.  Its 
record  is  tmly  impressive. 

Incredibly,  then,  this  year  we  have 
redesigned  the  Accord.  And  our  new 
car  will  set  new  standards. 

The  new  Honda  Accord  is  bigger 
and  better  than  ever  before.  There  is 
more  room  inside,  the  ride  is  more 
comfortable  and  the  car  is  much  more 
responsive  under  all  driving  conditions. 

And  there  is  its  unique  beauty. 

Flat  surfaces  and  contours  blend 
harmoniously  while  all  the  lines  flow 
smoothly.  The  front  of  the  car  rounds 
to  the  wind  and  stylish  new  headlights 
mount  flush  to  the  airflow.  While  the 
rear  is  high  and  designed  according  to 
automotive  aerodynamic  principle. 

\bu'll  see  a  substantial  increase  in 
glass  area  which  adds  to  your  comfort 
and  visibility  You'll  find  comfortable 
space  inside  the  car  between  yourself 
and  other  passengers. 

Because  the  new  Honda  Accord 
has  a  longer  wheelbase  and  is  more 
solid,  we  redesigned  the  race -proven, 
4-wheel  double  wishbone  suspension 
system.  The  ride  and  handling  are 
immensely  improved.  There  is  a  new 


speed  sensitive,  variable-assist  power 
steering.  It  progressively  adjusts  the 
amount  of  assistance  for  improved 
road  feel  for  the  driver.  It  does  this  at 
all  speeds. 

The  body  looks  almost  like  it  is 
sculptured  from  a  solid  mass  of  steel. 
Designers  concentrated  on  reducing 
the  number  of  seams,  refining  fit  and 
finish  and  countless  other  details. 


A  new  method  of  body  building 
stiffens  the  car  to  further  improve  and 
quiet  the  ride. 

Once  seated  in  the  Accord,you  are 
greeted  by  a  bright,  airy  environment 
that  immediately  puts  you  at  case.  All 
controls  and  instmments  arc  logically 
placed.  Everything  falls  into  your  line 
of  sight  and  is  within  your  reach,  ^^c 
whole  interior  seems  designed  around 
you.  It  fits.  You  fit. 


Rl  e  IW9  Amencan  Hondi  Mom  rxx.  rnc 
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it  tD  believe  it 


The  front  seats  are  larger  and  offer 
more  support.  Rear  seats  contour  for 
better  comfort.  They  are  made  from 
one  piece  of  moulded  foam. 

Door  panels  and  the  instmment 
panel  are  each  moulded  from  a  single 
piece  so  there  is  nothing  to  rattle.  The 
headliner  is  built  to  absorb  noise  and  is 
recessed  for  the  windshield  visors  and 
passenger- assist  handles.  Everything 


folds  in  nice  and  flush  for  a  more  fitted 
appearance. 

A  new  ventilation  system  that  is 
quiet  and  significantly  more  efficient 
assures  your  comfort.The  controls  are 
large  and  easy  to  use. 

Under  the  aggressive  looking  and 
low  sloping  hood  is  a  new  and  larger 
fuel-injected  engine.  It  now  has  more 
horsepower  and  torque  for  improved 
performance  in  the  ranges  you  most 


often  drive.  Such  as  getting  through 
city  traffic  and  on  the  highway. 

Imaginative  Honda  technology 
makes  the  new  engine  mn  smoothly 
and  quietly.  Balance  shafts  built  in 
the  engine  cancel  the  inertial  forces 
that  cause  other  engines  to  twist  and 
shake.  It's  amazing. 

Other  refinements  additionally 
reduce  vibration  and  noise.  And  help 
to  increase  performance. 

The  durable  Honda  five-speed 
manual  transmission  has  also  been 
redesigned.  It  is  stronger  and  more 
rigid  to  match  the  increased  engine 
power  and  torque.  It's  also  smoother 
and  quieter. 

There's  a  new  Honda  four-speed 
automatic  transmission  available  that 
is  very  compact,  smooth  shifting  and 
efficient.  And  the  transmission  has  a 
driver  selectable  Sport  mode  with 
lockup  torque  converter. 

Everything  about  the  new  Accord 
is  designed  to  increase  the  quality  of 
driving.  It  is  a  car  attuned  to  the  driver. 
It  makes  you  more  pleasantly  aware 
of  the  enjoyment  of  driving. 

In  this  case,  driving  is  believing. 


HONDA. 


The  New  Accord 


The  Forbes  family  has  received 

thousands  of  letters  on  the  death  of  Malcolm  Forbes 

from,  all  over  the  nation  and  the  world. 

Here  is  a  small  sampling: 


Malcolm  Forbes  was  a  giant  of 
American  business.  His  success  in 
publishing  reflected  the  tremendous 
vitality  of  our  nation  and  served  to 
inform  and  inspire  a  generation  of  suc- 
cessful business  leaders.  He  was 
greatly  admired  and  will  be  greatly 
missed. 

— George  Bush 
The  White  House 
Washington,  D.C. 

As  I  read  what  was  probably  your 
Dad's  last  Fact  and  Comment  and 
realize  how  much  I  will  miss  his  wit 
and  insight,  I  thought  you  might  find 
comfort  in  knowing  that  there  are 
probably  hundreds  of  thousands  like 
me,  who  are  sharing  your  loss. 
— Peter  Grimm 
Seattle,  Wash. 

Generosity,  openness,  creativity 

and  boundless  energy  are  rare 

enough  by  themselves,  but  absolutely 

unique  when  found  in  one  man.  I'm 

just  happy  I  got  the  chance  to  know 

him. 

—John  F.  Welch 

Chairman 

General  Electric 

Fairfield,  Conn. 

He  will  be  missed  by  all  of  us  who 
shared  his  pride  in  the  accomplish- 
ments of  the  free  marketplace. 
— Robert  C.  Winters 
Chairman 
The  Prudential  Insurance  Co. 

of  America 
Newark,  N.J. 

American  industry  will  long  be  in 

his  debt. 

—Donald  R.  Beall 

Chairman 

Rockwell  International  Corp. 

El  Segundo,  Calif. 

A  few  weeks  ago  I  had  breakfast 
with  Malcolm  in  Monte  Carlo  and 
then  spent  most  of  the  day  looking 
over  our  new  Lamborghini  Diablo. 
He  ordered  one  on  the  spot.  I  told  him, 


Malcolm,  you'll  have  to  wait  until 
June.  With  his  usual  smile  and  twinkle 
in  his  eye,  he  said,  "Okay,  but  you 
know  you  only  go  around  once  and 
you've  got  to  enjoy  your  toys  sooner 
rather  than  later,  so  try  to  move  me  up 
on  the  waiting  list!" 
— Lee  A.  lacocca 
Chairman 
Chrysler  Corp. 
Highland  Park,  Mich. 

Anyone  who  knew  him  appreci- 
ated his  talent  and  zest  for  squeezing 
all  that  he  could  out  of  life  and  admired 
his  ability  to  give  back  with  equal 
relish  as  much  as  he  received. 
— Lane  Kirkland 
President 
AFL-CIO 
Washington,  D.C. 

My  good  fortune  to  experience 

personally  his  many  marvelous 

qualities. 

— E.S.  Woolard  Jr. 

Chairman 

E.I.  du  Pont  de  Nemours  &.  Co. 

Wilmington,  Del. 

Malcolm  was  truly  a  dear  friend 

and  we  will  miss  him  sorely.  We 

hold  our  memories  of  him  close  to  our 

hearts  and  are  thankful  to  have 

known  him. 

— Ronald  Reagan 

Los  Angeles,  Calif. 

Besides  being  a  fine  publisher,  he 

was  one  of  the  great  joys  to  be  with. 

— Arthur  Ochs  Sulzberger 

Publisher 

New  York  Times 

New  York,  N.Y. 

The  Forbes  clan  can  feel  proud  of 

everything  he  was. 

— Roberto  C.  Goizucta 

Chairman 

The  Coca-Cola  Co. 

Atlanta,  Ga. 


He  understood  the  risks  of  business 
and  enjoyed  its  challenges.  Most  im- 
portantly, though,  he  shared  its  re- 
wards in  a  kind  and  generous  way. 
— Roger  B.  Smith 
Chairman 

General  Motors  Corp. 
Detroit,  Mich. 

I've  read  about  him.  I  don't  think 

it  would  have  made  any  difference 

whether  he  had  money  or  not,  his 

philosophy    would    have    been    the 

same. 

— Richard  R.  Oliphant 

Mayor 

Indian  Wells,  Calif. 

He  was  one  hell  of  a  guy.  I'm 
going  to  miss  him. 
— Kirk  Douglas 
Beverly  Hills,  Calif. 

I  enjoyed  his  company  and  won- 
derful sense  of  life  tremendously. 
— John  F.  Akers 
Chairman 
International  Business  Machines 

Corp. 
Armonk,  N.Y. 

His  life  was  rich  and  filled  by 

both  his  generosity  and  the  wealth  of 

what  was   returned   to  him   by   his 

many  friends  and  colleagues. 

— Jim  Florio 

Governor 

Trenton,  N.J. 

No  one  in  our  lifetime  has  left  a 
more  indelible  imprint  upon  Ameri- 
can business  journalism. 
— Dan  Tellcp 
Chairman 
Lockheed  Corp. 
Calabasas,  Calif. 

There  aren't  any  words  adequate 

enough  to  say  that  wc  arc  going  to 

miss  Malcolm. 

— John  W.  Teets 

Chairman 

The  Greyhound  Corp. 

Phoenix,  Ariz. 
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Malcolm  Forbes  relaxing  on  bis  beloved  Laucala,  Fiji  Islands 


Malcolm  Forbes'  association 
with  Fiji  has  left  an  indelible  impres- 
sion on  the  country  and  on  everyone 
with  whom  he  came  in  contact. 
— Ratu  Sir  Kamisese  Mara 
Prime  Minister 
Fiji 

He  was  a  great  man. 

— Alan  Greenspan 

Chairman 

Federal  Reserve  System 

Washington,  D.C. 

About  a  year  ago,  my  son  Colin 
and  his  classmates  at  P.S.  41   were 
fundraising  for  a  trip  to  England.  Mal- 
colm Forbes  was  the  first  to  contrib- 
ute a  significant  amount  of  money, 
which  gave  their  effort  credibility.  All 
the  children  were  able  to  go  at  no  cost. 
His  generosity  will  be  a  lasting  mem- 
ory for  my  little  boy. 
— Susan  Karnbach-Husson 
New  York,  N.Y. 

A  giant,  a  pioneer  in  publishing.  We 

treasured  his  friendship  and  fairness. 

— Donald  E.  Petersen 

Chairman 

Ford  Motor  Co. 

Dearborn,  Mich. 


We  shall  continue  to  work  togeth- 
er in  the  same  spirit  established  by 
your  father. 
—Dr.  Hubert  Burda 
Publisher 
s^urda  Verlag  GmbH 
Munich,  Germany 

I  admired  him  for  years  and  years. 

— J.  Peter  Grace 

Chairman 

W.R.  Grace  &  Co. 

New  York,  N.Y. 

Malcolm  was  responsible  for  one 
of  the  most  memorable  experiences 
in  my  life,  the  celebration  of  his  70th 
birthday  in  Morocco.  I  shall  always 
remember  him  as  proof  that  joie  de 
vivre  is  not  a  function  of  age. 
— Thomas  J.  Judge 
President 
The  Austin  Co. 
Cleveland,  Ohio 

He  was  one  of  a  kind. 
—George  L.  Ball 
Chairman 

Prudential-Bache  Securities 
New  York,  N.Y. 


He  wrung  more  life  out  of  his  too 

brief  one  than  most  would  achieve  in 

ten  lifetimes. 

— Vaughn  L.  Beals  Jr. 

Chairman 

Harley-Davidson,  Inc. 

Milwaukee,  Wis. 

His  legacy  and  values  live  on  in  both 
his  children  and  in  his  lasting  contribu- 
tion to  democratic  capitalism. 
— Jack  Kemp 
Secretary  of  Housing 

&  Urban  Development 
Washington,  D.C. 

Heartfelt  sympathy. 
— Ryuzaburo  Kaku 
Chairman 
Canon  Inc. 
Tokyo,  Japan 

He  didn't  leave  us  .  .  .  not  really. 
He  taught  us  all  how  to  live  more 
joyful  lives,  and  that  is  a  gift  that  will 
live  forever  among  those  of  us  who 
were  so  privileged  to  know  him. 
— Walter  Cronkite 
New  York,  N.Y. 


FORBES,  APRIL  2,  1990 


107 


Chuck  Dixson 


On  the  Highlander:  President  Bush  with  Robert  Forbes,  Malcolm  Jr.  and  Malcolm 


His  outstanding  life  and  career 

will  stand  as  lasting  monuments  to 

his  memory. 

— T.  Marshall  Hahn  Jr. 

Chairman 

Georgia-Pacific  Corp. 

Atlanta,  Ga. 

What  I  will  always  remember 
most  about  him  was  how  much  fun 
it  was  to  be  with  him,  how  infectious 
was  his  enjoyment  of  the  event  he 
had  organized.  And  no  one  could  do  it 
better  than  he! 
— Henry  A.  Kissinger 
New  York,  N.Y. 

While  I  never  met  Mr.  Forbes  per- 
sonally we  were  on  a  "neighborly 
wave"  basis  from  across  the  street. 
My  office  window  faces  your  town 
house.  The  neighborhood  doesn't 
seem  the  same. 
— Sister  Virginia  Marie 
The  Human  Services  Workshops 
New  York,  N.Y. 

I  feel  honored  by  his  friendship. 
— Alecko  Papamarkou 
Papamarkou  &.  Co.,  Inc. 
New  York,  N.Y. 

A  dozen  years  ago  it  seemed  "capi- 
talism" was  a  term  of  opprobrium.  It 
thrilled  me  then  to  have  him  shout  the 
term  in  celebration,  adopting  "Capi- 
talist Tool"  as  the  magazine's  banner. 
How  fitting  that  he  would  live  to  see 
"the  end  of  history, "  the  final  capitula- 
tion of  the  communist  experiment, 


and  that,  as  if  having  seen  it  all,  it  was 

time  for  him  to  move  on. 

— Jude  Wanniski 

President 

Polyconomics,  Inc. 

Morristown,  N.J. 

His  ability  to  energize  those 

around  him  will  be  long 

remembered. 

—Carl  T.  Mottek 

President 

Hilton  Hotels 

Beverly  Hills,  Calif. 

A  remarkable  man. 
— William  C.  Ferguson 
Chairman 
Nynex  Corp. 
White  Plains,  N.Y. 

The  world  will  miss  him  and  his 
life-enhancing  spirit. 
— Katharine  Graham 
Chairman 

Washington  Post  Co. 
Washington,  D.C. 

Malcolm  was  the  steadfast  leader 
of  the  free  enterprise  system  during  a 
period  when  it  was  almost  dangerous 
to  promote  the  term  profit. 
— Harry  A.  Merlo 
Chairman  and  President 
Louisiana-Pacific  Corp. 
Portland,  Ore. 

He  was  a  great  man  in  every  sense 

of  the  word. 

— R.B.  Horton 

Deputy  Chairman 

BP 

London,  England 


Malcolm's  energy  and  commitment 

on  behalf  of  others  were  without 

limit. 

— John  Brademas 

President 

New  York  University 

New  York,  N.Y. 

My  deepest  sympathy. 

— Masaharu  Matsushita 

Chairman 

Matsushita  Electric  Industrial  Co. 

Tokyo,  Japan 

People  looked  to  him  for  leader- 
ship, guidance,  vision  and  direction. 
— Joseph  L.  Dionne 
Chairman 
McGraw-Hill,  Inc. 
New  York,  N.Y. 

He  will  be  sadly  missed. 
—CM.  Winter 
Group  Chief  Executive 
The  Royal  Bank  of 

Scotland  Group  pic 
Edinburgh,  Scotland 

He  was  a  role  model  for  the  entire 
Pritzker  clan. 
— Jay  A.  Pritzker 
Chicago,  111. 

As  a  footnote  to  history,  Malcolm 
in  1974  talked  me  into  changing  the 
rules  on  the  Garden  State  Parkway  so 
that  motorcycles  could  ride  it.  I  had 
to  fire  three  Commissioners  to  get  the 
rules  changed  but  I  think  over  the 
years  it  has  saved  a  lot  of  lives.  There 
are  probably  a  million  of  these  little 
things  which  nobody  even  counts. 
— Brendan  T.  Byrne 
former  Governor  of  New  Jersey 
Princeton,  N.J. 

I  would  like  to  tell  you  how  happy 
I  had  been  to  meet  him  and  how 
much  his  personality  and  his  success- 
ful career  had  impressed  me. 
— Pierre  Suard 

Le  President  Directeur  General 
Compagnie  Generale  D'Electricite 
Paris,  France 

He  was  an  inspiration  to  mc  and  to 

journalists  around  the  world  who  arc 

in  the  business  for  love. 

— Larry  Kramer 

Executive  Editor 

San  Francisco  Examiner 

San  Francisco,  Calif. 

For  me,  personally,  I  have  lost  a 

friend  and  riding  buddy.  The  world, 

however,  has  lost  a  generous,  warm 

and  charismatic  man. 

— Jay  Lcno 

Los  Angeles,  Calif. 
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Ji  managing  iocai  anairs 

from  a&r  worfed,tbere  m^t 

still  be  a  British  Empire. 


King  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  applies  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


The  last  thing  you  need  is  to  put  down  an 

employee  revolt  over  a  provider  network  that's 

here  today  but  gone  tomorrow. 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  experdy  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care. 

We  know,  because  ^: 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider 
networks  than  anyone 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
without  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  million  people  who 
currendy 


what's  customary  in  New  York 

isn't  necessarily  their  cup  of  tea 

in  Kansas  City 


receive  care 
under  our 
national 
managed 
care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships.  That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 
All  of  which  adds  up  to 
a  program  that  delivers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

With  our  managed  care  programs,your 
employees  get  efficient  delivery  ojhealth 
care  coverage,  no  matter  where  they  live. 

So  if  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  call  1-800- 
426-2583.  After  aU,  if  man- 
agement from  a  distance 
was  such  a  goojd  idea,  we 
might  all  be  taking  tea  in  the 
after- 


noon. 


DTA"!. 


BlueCross, 
Blue  Shield. 


Rrgi^irrcd  marh>  Blue  Ctms&i  Blue  Shield  A3KKia 


He  endures  as  a  true  original. 
— Ronald  O.  Perelman 
Chairman 
Revlon,  Inc. 
New  York,  N.Y. 

He  was  a  gifted  man. 

—Edward  H.  Budd 

Chairman 

The  Travelers  Corp. 

Hartford,  Conn. 

A  great  personal  friend  and  a  true 
believer  of  strong  Turkish-Ameri- 
can ties  and  friendship. 
— Turgut  Ozal 
President 
Republic  of  Turkey 

He  enhanced  my  life.  He  was  indeed 

unique  and  wonderful.  We  will  never 

forget  him. 

— Barbara  Walters 

New  York,  N.Y. 

I  admire  the  inspiration  he  gave  to 

so  many. 

— Edgar  Bronfman  Jr. 

President 

Joseph  E.  Seagram  &  Sons,  Inc. 

New  York,  N.Y. 

He  certainly  leaves  a  great  void 
here,  but  surely  he'll  be  whooping  it 
up  soon  in  some  other  place. 
— Paula  Curran 
Brooklyn,  N.Y. 

I  immensely  enjoyed  his  company. 

Few  of  our  generation  have  matched 

his  genius. 

— William  A.  Brown 

U.S.  Ambassador  to  Israel 

Tel  Aviv,  Israel 

He  made  a  great  mark. 
— J.L.  Clendenin 
Chairman 
BellSouth  Corp. 
Atlanta,  Ga. 

I  admired  the  energy  he  put  into 

Forbes  Magazine  and  the  philosophy 

he  expressed  in  its  pages. 

— Frank  Shrontz 

Chairman 

The  Boeing  Co. 

Seattle,  Wash. 

It  was  a  pleasure  for  me  to  be  with 
him.  .  .  .  Truly  a  great  loss  to  us. 
— H.R.H.  Prince  Sidi  Mohamed 
Crown  Prince  of  Morocco 
Rabat,  Morocco 


Sorry,  so  sorry.  He  was  one  of  my 

favorites,  too. 

— H.T.  McKinnon  Jr. 

Troy,  Ala. 

He  set  a  standard  for  all  of  us. 
— John  A.  Georges 
Chairman 
International  Paper 
Purchase,  N.Y. 

People  all  over  the  globe  held  him  in 

esteem  as  a  businessman. 

— John  C.  Marous 

Chairman 

Westinghouse  Electric  Corp. 

Pittsburgh,  Pa. 


It  is  difficult  to  comprehend  that 
Malcolm's  enthusiasm  and  energy 
have  been  dimmed. 
— Frank  Sinatra 
Hollywood,  Calif. 

I  only  knew  him  from  the  newspaper 
and  media  and  I  feel  like  I  know  him  a 
long  time  as  a  friend. 
— Mrs.  Maria  Vecchione 
Brooklyn,  N.Y. 

I'll  miss  his  enthusiasm  for  every- 
thing worthwhile  in  life. 
— Robert  J.  Sinclair 
President 

Saab-Scania  of  America,  Inc. 
Orange,  Conn. 

Would  there  were  more  like  him. 
— Mike  Miuisfield 
former  U.S.     mbassador  to  Japan 
Washington,  J.C. 


Our  memory  of  him:  A  true  champi- 
on, warming  us  all  with  his  great  style 
at  the  Corporate  America-Parlia- 
ment Bridge  Tournament.  . 
— Laurence  A.  Tisch 
President 
CBS  Inc. 
New  York,  N.Y. 

I  can't  think  of  anyone  quite  like 

him,  let  alone  anyone  who  can  fit  in 

his  shoes. 

— William  F.  Buckley  Jr. 

Editor-in-Chief 

The  National  Review 

New  York,  N.Y. 

He  epitomized  what  a  good  friend 

could  actually  be. 

—David  W.  Burgh 

President 

General  Cigar  Co.,  Inc. 

New  York,  N.Y. 

A  great  loss  to  the  world. 
— Akio  Morita 
Chairman 
Sony  Corp. 
Tokyo,  Japan 

His  many  contributions  and  unself- 
ish deeds  on  behalf  of  others  and 
those  less  fortunate  will  long  be 
remembered. 
— Carroll  A.  Campbell  Jr. 
Governor 
Columbia,  S.C. 

Over  several  centuries  our  wee 
country's  greatest  export  has  been  peo- 
ple, and  Malcolm  Forbes  will  un- 
doubtedly always  be  held  up  as  an  ex- 
ample of  Scottish  enterprise  at  its 
finest  on  the  global  stage. 
— Alan  L.  Montgomery 
Finance  Director 
Scottish  Television  pic 
Glasgow,  Scotland 

A  man  of  legendary  impact  on  his 
friends,  community,  the  entire  pub- 
lishing industry  and  the  country. 
Most  of  all,  a  good  friend. 
— William  A.  Schreyer 
Chairman 

Merrill  Lynch  &  Co.,  Inc. 
New  York,  N.Y. 

He  lived  a  full  life  and  was  vitally 
active  to  the  very  end. 
— Walter  H.  Anncnbcrg 
Rancho  Mirage,  Calif. 

There  was  not  a  snobbish  bone  in 
his  body.  One  day,  he  had  mc  driving 
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Halccrim's  last  game: 

"A  glorious, 
glorious  moment" 


/ 


By  Caitriyn  Torcellini 


SCARCELY  24  hours  before  he  died 
on  Feb.  24  at  the  age  of  70,  Mal- 
colm Forbes  added  a  final  accomplish- 
ment to  his  long  list  of  them:  He 
played  a  game  of  bridge  that  brought 
cheers  from  the  gallery  and  kudos 
from  his  teammates. 


Malcolm  loved  the  game,  but  peo- 
ple who  played  with  him  frequently 
say  he  was  a  good  and  enthusiastic 
player,  not  a  world-class  one.  Mal- 
colm agreed  with  that  assessment. 
But  this  time  it  was  different. 

Here's  the  story: 

Malcolm  was  a  member  of  the  Cor- 
porate America  bridge  team,  a  group 


of  high-profile  business  types  who 
came  together  last  year  to  promote 
the  game.  The  other  members  of  the 
team  are  Laurence  Tisch,  president  of 
CBS;  Alan  Greenberg  and  James 
Cayne,  chairman  and  president,  re-, 
spectively,  of  Bear,  Steams;  George 
Gillespie,  senior  partner,  Cravath, 
Swaine  &.  Moore;  investment  whiz 


Hhoiograph  by  Nora  Feller,  Counesy  of  Town  &  Countr\' 


Playing  the  hand,  Sir  Peter  Emery,  MSF,  Laurence  Tisch  (far  right):  looking  on,  Jo  Morse,  Albert  Dortner 
Holding  the  ace  and  qiieen  of  spades,  Forbes  played  a  club. 
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Photograph  by  Nora  Feller,  Counes\'  of  T<jRn  &  Country 


**The  commentator 
announced  that  the  defense 
put  up  by  Forbes  and  Tisch 
was  absolutely  staggering^ 
and  it  was,  and  Malcolm 
was  beaming/* 


Warren  Buffett;  and  Milton  Petrie, 
chairman  of  Petrie  Stores. 

Malcolm  didn't  play  bridge  on  a  reg- 
ular basis  with  these  people,  but  they 
had  agreed  that  their  getting  together 
for  the  occasional  match  would  help 
publicize  and  popularize  the  intellec- 
tual challenge  of  the  game  they  all 
adored. 

Last  May  the  team  journeyed  to 
Washington,  D.C.  to  take  on  con- 
gressmen at  the  Capitol  Hill  Club. 
Playing  for  Congress  were  Senator 
Rudy  Boschwitz  (R-Minn.),  Senator 
Bob  Kerrey  (D-Neb.),  Representative 
Lynn  Martin  (R-Ill.)  and  Representa- 
tive Robert  Kastcnmeier  (D-Wis.), 
among  others. 

The  business  group  won. 

Having  had  great  fun  playing  the 
U.S.  politicians,  Warren  Buffett  sug- 
gest 1  the  group  challenge  a  bunch  of 
British  pols,  members  of  Parliament. 


And  Malcolm  offered  his  17th-centu- 
ry London  home,  Old  Battersea,  for 
the  event. 

The  tournament  was  held  the  day 
before  Malcolm  died.  The  American 
team  played  16  hands  against  the 
House  of  Commons  in  the  morning, 
broke  for  lunch,  and  played  16  hands 
against  the  House  of  Lords  in  the  af- 
ternoon. Tisch  was  Forbes'  partner; 
Gillespie,  Buffett's.  When  all  the 
pomts  were  totaled.  Parliament 
emerged  victorious.  But  in  the  hotly 
contested  match,  Malcolm  Forbes 
rose  to  the  challenge. 

Says  James  Cayne,  the  only  world- 
class  bridge  player  on  the  Corporate 
America  team: 

"Malcolm  played  a  great  game.  I 
told  him  that  he  did,  and  he  felt  really 
good  about  how  he  played." 

At  one  point  Malcolm  made  a  par- 
ticularly good  play  that  drew  praise 
from  the  announcer  and  applause 
from  the  spectators — and  nobody  ever 
applauds  during  bridge;  it  just  isn't 
done.  It  was  one  of  the  final  hands  of 
the  morning.  Malcolm  and  Tisch 
were  playing  Sir  Peter  Emery  and  Dr. 
J.  Marek  of  the  House  of  Commons. 
With  a  fine  bit  of  maneuvering,  the 
Malcolm/Tisch  team  kept  Sir  Peter 
and  Marek  from  winning  the  8  out  of 
13  tricks  needed  to  take  the  hand. 

Here's  how  they  did  it: 

Sir  Peter's  team  had  five  tricks, 
Malcolm's  team  four.  Malcolm  and 
Tisch  needed  two  more  tricks  to  lock 
Sir  Peter  and  Marek  out  of  winning 
the  hand.  The  players  were  down  to 
four  cards  each.  Malcolm  was  holding 
the  ace  and  queen  of  spades  and  two 
clubs.  It  was  his  play.  He  had  to  make 
a  decision.  He  chose  to  hold  on  to  his 
spades  and  play  a  club. 

This  drew  applause  because,  al- 
though Sir  Peter  was  able  to  win  the 
next  two  tricks,  he  was  then  forced  to 
play  his  last  two  remaining  cards — 
both  spades — to  Malcolm.  Malcolm 
was  left  holding  the  higher  cards,  and 
thus  picked  up  two  tricks  for  his 
team.  Had  Malcolm  chosen  to  play  a 
spade  first  instead  of  a  club,  he  would 
have  won  a  fifth  trick  and  no  more. 

Recalls  Jim  Cayne,  "The  commen- 
tator announced  that  the  defense  put 
up  by  Forbes  and  Tisch  was  absolutely 
staggering,  and  it  was,  and  Malcolm 
was  beaming." 

That  last  evening  of  his  life,  Mal- 
colm Forbes  hosted  a  dinner  for  about 
60  people — the  two  bridge  teams, 
friends,  members  of  the  press — after 
which  he  flew  home  to  New  Jersey. 
He  died  the  next  day. 

Says  Cayne  of  Malcolm's  last  game: 
"This  was  a  glorious,  glorious  mo- 
ment for  him,  absolutely  glorious."  ■ 
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When  it  comes  to  innovation   ^ 

in  freight  transportation, 
everybody  follows  our  lead 
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The  CF  Company's  reputaaon  as  a  leader 

is  based  on  the  simple  faa  that  we've  opened  up  a  lot  of 

new  highways  in  the  world  of  freight  transportation. 

It  all  started  years  ago  when  Consolidated 

Freightways,  our  long-haul  motor  freight  division 

became  the  first  truly  nationwide  trucking  company 

Later,  we  were  the  first  to  aeate  a  comprehensive 

freight  transportation  network  that  included  Canada, 

Alaska,  Hawaii,  Mexico,  Puerto  Rico  and  the  Caribbean. 

Closer  to  home  we  pioneered  the  use  of  doubles. 

We  were  also  the  first  to  pre-assign  pro  numbers  to 

simplify  tracing.  While  today,  our  computer  center 

in  Portland  is  the  most  extensive  in  the  industry  As  you 

can  see,  the  CF  Company  is  a  hard  aa  to  follow. 

But  our  competitors  will  just  have  to  get  used  to  it. 


COnSOLIDRTED 
FREIGHTUJnVSjnC. 


The 
Compani/ 


Miles  AHEAD 


While  some  big  cigarette  companies  have  l^Tr:^t^^r^il^^s'^^^^^^ 
branched  into  packaged  foods,  South  Afri-  ^  jpss  he  jomed  the  family  empire 

,  J  1        T^  r  -11  r  1     Ji   •         ^^"  began  a  reorganization.  "We  must 

ca  s  wealthy  Rupert  jamily  basjunnetea  its  get  decisions  made  as  dose  as  possible 
tobacco  money  into  Itvcury  goods.  sayl ''Xe'^youha^e^a'Toun^ 

er-manager  like  my  father,  having 
built  up  the  business  he  knows  the 
*  whole  business.  I  couldn't  see  how  we 
could  carry  on  with  that  management 
style." 

With  responsibility  for  Richemont, 
Rupert  now  spends  most  of  his  time 
in  London  or  Zug.  His  is  a  deter- 
minedly hands-off  style,  but  hardly  an 
indifferent  one.  He  travels  widely, 
taking  the  pulse  of  his  far-flung  mar- 
kets. "In  order  to  judge  the  mood  and 
judge  the  future,  you've  got  to  go  to 
the  East.  You've  got  to  go  to  South 
America.  You've  got  to  walk  the 
streets  of  New  York." 

Rothmans  International  is  a  group 
of  disparate  national  operations  that 
spew  forth  a  steady  stream  of  cash.  By 
March  1989  (the  latest  fiscal  year  for 
which  figures  are  available),  Roth- 
mans' cash  pile  was  $750  million, 
with  the  annual  flow  estimated  at 
nearly  $500  million  a  year  and  rising. 

Is  Rupert  planning  a  major  acquisi- 
tion? Rupert  says  only  that  he  and 
Rothmans'  senior  managers  are  cur- 


The  quiet 

Afrikaner 

behind  Cartier 


By  John  Blarcom  Jr. 


AN  EXHIBITION  Called  "L'Art  de 
Cartier"  stunned  the  crowds 
b  over  the  last  few  months  at  the 
Petit  Palais,  one  of  Paris'  grander 
small  museums.  On  display  were 
hundreds  of  aah-inspiring  items:  glit- 
tering diamond  tiaras,  ornate  clocks, 
elaborately  enameled  cigarette  boxes, 
and  brooches  commissioned  by  the 
likes  of  the  Duchess  of  Windsor.  The 
show  demonstrated  again  the  hardi- 
ness of  Cartier  Monde  S.A.  The  jew- 
eler's sales  last  year  surpassed  the  $1 
billion  mark,  up  from  a  mere  $8  mil- 
lion in  1971. 

Oddly — or  perhaps  not  so  oddly  in 
this  world  of  international  capital 
flows — the  ultimate  force  behind  this 
most  Gallic  of  companies  is  not  a 
Frenchman  but  a  tall  and  imposing 
South  African  named  Johann  Rupert, 
who  at  times  seems  older  than  his  39 
years.  Rupert's  family  controls  the 
company  that  owns  Cartier:  Cie.  Fi- 
nancicre  Richemont  A.G. 

Headquartered  in  Zug,  Switzerland, 
and  publicly  traded  on  Swiss  ex- 
changes (market  value  about  $3  bil- 
lion), Richemont  combines  a  highly 
profitable  tobacco  business — London- 
based  Rothmans  International  Pic, 
the  world's  fifth-largest  tobacco  com- 
pany- with  the  glamour  of  luxury- 
goods  brand  names:  Cartier,  Piaget, 
Dunhill,  Chloe,  Baume  &.  Mercier. 
The  group's  sales  total  over  $4  billion 
a  year.  For  the  fiscal  year  ending  Mar. 
31,  Richemont  is  expected  to  report 
net  income  of  around  $250  million; 
80%  comes  from  tobacco  and  luxury 
goods,  the  balance  from  investments 
in  insurance,  natural  resources  and 
real  estate.  Rupert's  family  publicly 
declares   a    10%    interest   in   Riche- 


mont's  shares  but  it  controls  50%  of 
the  votes. 

Richemont  was  formed  two  years 
ago  by  spinning  off  the  overseas  assets 
of  the  Rupert  family's  core  South  Afri- 
can company,  Rembrandt  Group  Ltd. 
Rembrandt  was  founded  as  a  cigarette 
maker  by  Johann  Rupert's  father,  An- 
ton, now  73,  more  than  40  years  ago. 
Rembrandt's  market  value  is  nearly 
$3  billion;  the  family's  holdings  aren't 
disclosed,  but  there's  no 
doubt  that  the  Ruperts 
run  the  group. 

Anton  Rupert  is  promi- 
nent among  a  generation 
of  Afrikaner  businessmen 
who  broke  the  English- 
speaking  community's 
dominance  of  South  Afri- 
ca's economy.  Shortly  af- 
ter World  War  II,  he  li- 
censed brands  from  Roth- 
mans, a  long-established 
London  tobacconist.  In 
the  1950s  he  began  invest- 
ing in  Europe,  primarily  in 
Rothmans. 

Through  separate  li- 
censing deals  for  new  cig- 
arette brands,  Rothmans 
in  more  recent  years  took 
stakes  in  Dunhill  and 
then  in  Cartier.  Through 
Richemont's  recent  pur- 
chase of  a  24%  Rothmans 
stake  held  since  1981  by 
Philip  Morris  Cos.,  the 
Ruperts  now  directly  con- 
trol Rothmans. 

Johann  Rupert  has  been 
a  strong  critic  of  apartheid 
since  his  college  days  at 
StcDcnbosch  University. 
Young  Rupert  did  stints  in 
New  York  at  Chase  Man- 


Johatin  RiilK'tl.  Richcnioni  nunuii^ini>  dinxtor 
You  can't  manage  things  long  distance. 
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rently  developing  a  five-year  strategic 
plan.  "We  have  to  address  some  is- 
sues," he  says  cryptically.  "Time  will 
tell."  He  adds:  "In  the  end  the  name  of 
the  game  is  cash  flow.  With  that  you 
can  support  the  creative  people.  Our 
advantage  is  we  can  take  a  brand 
name,  back  the  manager  and  build  it 
slowly." 

Among  the  group's  most  creative 
managers  is  Alain  Perrin.  A  dynamic 
47-year-old  Frenchman,  Perrin  was 
named  president  of  Cartier  Monde  in 
1981.  With  Rothmans'  cash  flow,  Ru- 
pert and  Perrin  are  backing  Piaget,  a 
well-known  Geneva  watchmaker  ac- 
quired by  Cartier  in  1988.  The  pres- 
tige watch  business  grew  dramatical- 
ly in  the  1980s,  as  affluent  consumers 
became  disenchanted  with  mass-pro- 
duced quartz  watches,  and  auction 
prices  for  old  wristwatches  climbed 
into  the  hundreds  of  thousands  of  dol- 
lars. Cartier  has  revived  classic  de- 
signs like  the  "American  tank," 
which  honored  the  Yankee  troops  af- 
ter World  War  I. 

Rupert   and   Perrin   liked   Piaget 's 
reputation,  but  they  found  it  needed 
marketing  help.  It  offered  3,000  mod- 
els and  hundreds  of  movements,  far 
too  cumbersome  and  costly  a  range 
considering  that  production  totaled 
only  about  15,000  watches  a  year.  The 
incoming      Cartier     team 
didn't  tamper  with  Piaget's 
workshops.  But  it  stream- 
lined the  product  range  to 
about     600     designs     and 
strengthened      advertising 
and  distribution. 

This  year  Perrin  expects 
Piaget  to  make  25,000* 
watches.  He  is  encouraging 
the  development  of  ever 
glitzier  diamond-and-gold 
products,  like  a  $500,000 
ladies'  watch,  of  which  he 
says  Piaget  has  so  far  sold 
35.  He  is  also  planning  a 
new  line  of  jewelry  under 
the  Piaget  label. 

Piaget  controls  Baume  &. 
Mercier,  another  old  Gene- 
f  •  j  ^'  va  name  that  offers  a  com- 
U^  i  plementary  line  of  less 
1^^^'  i  i  glitzy,  but  still  prestigious, 
^^^^J  watches.  Cartier  also  pro- 
^^^^|H  duces  watches  and  other  ac- 
^^^^^H  cessories  under  licenses 
HQ^^^I  from  Yves  Saint  Laurent 
^^^^^H  (Cartier  owns  7%  of  Saint 
^^^^^H  'Laurent's  company)  and 
^^^^^H  Ferrari,  the  sports  car  de- 
^^^^^H  signer.  In  all,  Perrin  says 
^^^^^^1  Cartier  produced  over 
500,000  watches  last  year, 
more  even  than  Rolex.  Fur- 
ther  augmenting  the  busi- 
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The  Rothmans  shop  on  London's  Pall  Mall 

Providing  the  cash  to  support  the  creative  types. 


ness  is  a  hugely  successful  line  of  per- 
fumes, scarves,  leather  goods  and  oth- 
er accessories  sold  under  the  name 
Les  Must  de  Cartier. 

But  there  are  limits.  "The  thing  is 
not  to  fall  into  the  trap  of  trying  to  be 
too  popular,"  Rupert  says. 

Business  is  also  humming  at  Dun- 
hill  Holdings  Pic.  Rothmans  has  grad- 
ually raised  its  holding  in  Dunhill — it 
reached  55%  only  last  year — treating 
the  company  as  a  distant,  veddy  Brit- 
ish, cousin  to  Cartier.  Originally  a 
tobacco  shop  in  London's  elegant  St. 
James's  district,  Dunhill  in  recent 
years  has  invested  its  name  and  gen- 
tlemen's club  image  in  clothing  and 
accessories,  opening  stores  in  Beverly 
Hills,  Tokyo  and  other  wealthy  cities. 

Dunhill  managed  to  buy  Germany's 
Montblanc  Simplo  GmbH  in  1977, 
before  Montblanc's  black-and-gold 
Meisterstuck  fountain  pens  became 
the  favorite  power  instruments  for 
bankers  signing  Eurobond  deals.  Dun- 
hill has  funded  a  new  factory  in  Ham- 
burg for  Montblanc,  but  otherwise  in- 
terfered little.  "I've  never  met  the 
Montblanc  people,"  Rupert  says. 
"They  run  the  business  and  run  it 
well." 

Dunhill  in  1985  acquired  Chloe,  a 
Paris  fashion  house.  So  far,  the  name 
lacks  the  global  power  of  Dunhill's 
own,  and  building  it  will  take  time. 
That's  the  sort  of  task  where  the  ciga- 
rette cash  flow  helps.  "What  we  can 
afford  our  managers  is  long-term  plan- 
ning," Rupert  says.  "We  can  afford 
our  managers  time." 

South  Africa's  business  elite  gener- 
ally assumes  that  Rupert  will  some- 
day return  home  to  run  Rembrandt, 


Nora  Feller/Sipa 


Cartier 's  Alain  Perrin 

Trying  not  to  be  too  popular. 

now  chaired  by  his  uncle.  The  pros- 
pect of  returning,  Rupert  says,  is  defi- 
nitely more  pleasing  now  than  ever. 
He  believes  that  South  African  Presi- 
dent F.W.  de  Klerk's  recent  moves  to 
release  Nelson  Mandela  and  lift  re- 
pressive measures  is  an  "irreversible" 
process.  De  Klerk  faced  a  choice  be- 
tween danger  and  disaster,  Rupert 
says.  "He  chose  danger.  It's  not  an 
easy  route,  but  it's  a  brave  one."  ■ 
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BY  JOE  BRANCATELU 


Going  strictly  by  the  numbers,  the 
1980s  turned  out  to  be  an  abso- 
lutely miserable  decade  for  busi- 
ness travel. 

The  average  cost  of  an  overnight 
business  trip  today  is  $892,  according 
to  Runzheimer  International,  a  respect- 
ed travel  research  firm.  The  same  trip 
cost  just  $460  in  1980.  During  the 
1980s,  business  travel  airfares  rose 
96%,  lodging  costs  increased  107% 
and  car  rental  prices  jumped  104%. 

Was  the  business  travel  experi- 
ence during  the  1980s  worth  a  price 
that  was  rising  at  more  than  double  the 
overall  inflation  rate  during  the  de- 
cade? 

Of  course  not.  But,  more  impor- 
tantly, is  there  hope  that  the  traveler's 
lot  will  improve  in  the  1990s?  It  may  be 
jijsf  wishful  thinking  at  the  dawn  of  an 


unsullied  decade,  but  many  experts 
think  the  1990s  will  herald  better  times 
for  business  travelers. 

"I  think  the  travel  industry  has  got- 
ten the  message,"  says  the  travel  man- 
ager at  one  large  industrial  firm.  "They 
hear  the  grumbling  both  from  the  indi- 
vidual traveler,  who  feels  he's  being 
taken  for  granted,  and  from  the  corpo- 
ration, which  feels  it  is  being  fleeced. 
You  can  see  the  industry  taking  the  first 
steps  in  the  right  direction:  recognition 
programs  for  the  individual  traveler, 
more  reasonable  pricing  structures  for 
large  corporate  customers,  and  an 
overall  commitment  to  getting  back  to 
the  basics  of  good  service." 

On  the  pages  that  follow,  then, 
some  indications  that  life  on  the  road 
can  and  should  improve  in  the  years  to 
come. 
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Calling  home  from  overseas  can  be  a  lot  less 
expensive  when  you  use  AT&TUSADirect®  Service. 
Just  dial  the  USADirect  number  for  the  country  you're 
calling  from,  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  US.  within  seconds.  It's  fast.  It's  easy 
It's  available  in  over  50  countries.  And  it  helps  you 
minimize  hotel  surcharges.  You  save  with  AT&T's 
economical  international  rates,  whether  you  use  your 
AT&T  Card 01  call  collect.  For  your  information  card, 
call  1-800-874-4000,  Ext.  301. 
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Courting  the  Traveler 
with  Service 

f  you're  a  fitness  fanatic,  head  for 

Embassy  Suites.  Twenty  of  its  99 

hotels  offer  two-room  "Cycle  Suites" 

aturing  a  computerized  exercise  bicy- 

3  as  a  standard  room  amenity. 

But  if  your  life  is  not  complete  with- 
t  fresh  baked  goods,  you'll  probably 
!  more  comfortable  at  a  Sofitel.  Most 
its  U.S.  hotels  have  a  retail  bakery  on 
3  premises  and  every  guest  receives 
oaguette  at  check  out. 

And  what  if  you  love  to  exercise 
It  can't  live  without  bread?  You're 
jarly  a  candidate  for  Sheraton  hotels, 
e  chain's  Club  International  frequent- 
lest  program  awards  points  which 
n  be  redeemed  for  free  hotel  stays — 
merchandise  like  a  home  bread  bak- 
and  Tunturi  exercise  gear. 

And  so  it  goes  in  the  hotel  world 
ca  1990.  A  ferocious  war  for  the 
:arts,  minds  and  patronage  of  execu- 
e  travelers  has  led  the  hotel  industry 
upgrade  its  products,  broaden  its 
ray  of  business  services,  and  sweet- 

I  its  frequent-guest  programs.  Just  a 
N  years  ago  hotels  battled  with  trifles 
e  good-night  mints  on  the  pillows, 
•mplimentary  morning  newspapers 
id  fancier  shampoo  in  the  bathroom 
lenity  basket.  Now  they  fight  for  mar- 
t  share  with  free  room  upgrades,  sav- 
3S  bonds  and  corporate  rates  tied  to 
laranteed  delivery  of  services. 

"Want  to  know  how  I  know  it's  ser- 
js?"  asks  Linda  Travers,  a  Denver 
imputer  sales  executive.  "A  hotel 
lain  I  stopped  using  three  years  ago 

II  sends  me  a  bottle  of  champagne 
I  every  birthday," 

The  competition  between  hotels  is 
ading  to  an  orgy  of  free  perks  for  the 
isiness  traveler  and  a  myriad  of  mar- 
ting  strategies  from  hotel  operators. 

Take  Sofitel,  for  example.  The  on- 
emise  retail  bakeries  and  the  compli- 
9ntary  baguette  are  part  of  a  specific 
age  the  chain  labors  to  project.  Al- 
Dugh  it  is  a  subsidiary  of  a  huge 
doch  lodging  company,  Sofitel  has 
;t  six  hotels  in  the  U.S.  Dwarfed  by 
3  larger  chains,  Sofitel  concentrates 
stead  on  promoting  its  French  heri- 
3e  and  style. 

"We  try  to  be  different  than  the  big 
ain  down  the  street  by  doing  what  we 
I  best.  And  what  we  do  best  is  be 
9nch,"  explains  Leo  Bernard!,  vice 
3Sident  of  sales  and  marketing  for 


Hotels  are  turning  to 
unique  and  memora- 
ble amenities  in  or- 
der to  lure  upscale 
travelers.  Some  Em- 
bassy Suites  hotels 
now  have  "Cycle 
Suites"  (left)  that  offer 
in-room  exercise 
bikes.  And  Sofitel  ho- 
tels (below)  stress 
superlative  food  and 
beverage  service, 
including  on-property 
retail  bakeries. 


Sofitel  North  America.  "It  means  we 
operate  smaller,  more  intimate  hotels 
tfiat  offer  more  personal  service  and 
excellent  value.  We  also  pay  particular 
attention  to  food  and  beverage  ser- 
vices; all  our  hotels  have  at  least  two 
excellent  restaurants.  And  we  strive  for 
a  genuinely  unique  ambiance.  We're 
committed  to  having  something  going 
on  in  our  hotels  at  all  times:  Bastille  Day 
celebrations  in  July,  champagne  festi- 
vals in  December  and,  of  course,  April 
in  Paris." 

Sofitel  even  operates  a  modest  fre- 
quent-guest program.  The  grand 
prize?  A  triD  to  Paris. 

The  larger  Stouffer  Hotels  &  Re- 
sorts group  pursues  several  different 


strategies  simultaneously.  It  works  hard 
to  satisfy  frequent  travelers  through  its 
"Club  Express"  program.  Members 
checking  in  to  a  Stouffer  property  im- 
mediately receive  an  automatic  up- 
grade to  the  "Club  Floor."  Stouffer's 
executive  level,  or  the  best  available 
room  in  the  hotel.  Members  also  re- 
ceive fitness  center  privileges.  More- 
over, Club  Express  members  earn  re- 
wards based  on  dollars  spent.  Among 
the  prizes  are  US  savings  bonds,  mer- 
chandise certificates  and  free  stays  at 
Stouffer  Resorts  in  Hawaii,  the  Virgin 
Islands  and  other  desirable  destina- 
tions. 

However,  each  guest  who  checks 
into  a  Stouffer  property  in  the  continen- 
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tal  U.S.  receives  a  reward:  certificates 
that  can  be  redeemed  for  U.S.  savings 
bonds  after  just  three  hotel  stays.  Club 
Express  members  receive  Club  points 
as  well  as  the  savings  bond  certifi- 
cates. Stouffer  has  also  been  sensitive 
to  the  needs  of  business  travelers.  Un- 
like most  hotels,  Stouffer  does  not 
charge  guests  when  they  receive  a  fac- 
simile through  the  hotel.  And  guests 
can  send  faxes  from  the  hotel  for  a  flat 
rate  of  $5  (domestic)  or  $10  (interna- 
tional). 

"We  see  the  boom  in  fax  use  as  a 
way  to  further  please  our  guests,  not 
make  money,"  says  Stouffer  president 
William  Hulett.  "This  simple  policy 
should  keep  our  guest  from  being  sur- 


prised by  unexpected  charges  upon 
checkout,  something  they  understand- 
ably perceive  as  nickel-and-diming." 

At  Westin  Hotels  &  Resorts,  the 
emphasis  is  on  a  philoscnhy  called 
"service  distinctiveness."  "rie  basic 
premise,"  explains  a  Westin  spokes- 
man, "is  that  Westin  has  empowered 
employees  to  do  whatever  it  takes  to 
satisfy  the  guest  and  his  or  her  needs." 
Westin's  service  distinctiveness  policy, 
says  president  and  chief  executive  offi- 
cer Larry  B.  Magnan,  "provides  a  level 
of  service  far  beyond  smiling,  opening 
doors  and  thanking  our  guests  for  stay- 
ing with  us."  It  means  "taking  specific 
actions  to  make  sure  our  guests'  needs 
are  met.  It  means  listening  to  our 
quests  and  using  good  judgment  in 
esponding  to  their  needs." 


Hotels  rely  on  "fre- 
quent-guest pro- 
grams" to  build  loy- 
alty among  business 
travelers.  Members 
of  Stouffer  Hotels' 
"Club  Express"  pro- 
gram receive  room  up- 
grades and  win  mer- 
chandise and  U.S. 
Savings  Bonds.  At 
left  and  above:  the 
Club  Room  in  the 
renovated  Stouffer 
Tower  City  Plaza  in 
Cleveland.  Sheraton's 
"Club  International" 
(right)  offers  room  up- 
grades, late  check- 
out privileges,  mer 
chandise  prizes  and 
travel  awards. 


Among  the  key  commitments  in 
the  service  distinctiveness  policy  are: 

•  Making  Westin  customers  aware 
"that  all  Westin  employees  are  to- 
tally committed  to  their  satisfac- 
tion." 

•  Making  Westin  employees  "know 
that  they  have  the  responsibility 
and  authority  to  satisfy  the  custo- 
mer." 

•  Understanding  that  every  Westin 
employee  is  "either  serving  a 
guest  '>r  serving  a  Westin  employ- 
ee who  ;s  " 

Service  is  also  on  the  mind  of  ITT 
Sheraton  Corp  So  much  so  that  the 
company  created  the  Sheraton  Guest 
Satisfaction  System  (SGSS)  in  1987. 
Roger  Senter,  senior  vice  president 
and    director    of    administration,    de- 


scribes the  system  as  "an  ongoing, 
measurable  employee  attitude  devel- 
opment system  that  is  a  permanent  part 
of  Sheraton's  corporate  culture."  Each 
month  the  system  rates  the  quality  of 
every  Sheraton  hotel  or  resort  based  on 
regular  interviews  with  hotel  guests. 

The  Guest  Satisfaction  System  is 
used  to  negotiate  room  rates  for  Shera- 
ton corporate  customers.  According  to 
Bill  Watson,  Sheraton  vice  president 
and  director  of  strategic  marketing,  the 
company's  corporate  rates  are  pegged 
to  a  pledge  that  each  Sheraton  hotel 
will  maintain  a  specific  Guest  Satisfac- 
tion score. 

"While  companies  are  eager  to  cut 
costs,  they  don't  want  to  go  below  a 
certain  baseline  of  services,  either," 
Watson  explains.  "The  Guest  Satisfac- 
tion Index  helps  us  go  out  of  our  way  to 
insure  corporate  clients  that  we  are 
keeping  our  services  up  to  the  level  of 
our  promises." 


Sheraton's  Club  International  fre- 
quent-guest program  is  especially  ef- 
fective when  it  comes  to  satisfying  the 
individual  guest,  Watson  adds. 

"We  really  do  run  it  as  a  club  rather 
than  a  reward  program,"  he  says. 
"We're  the  only  hotel  chain  that  charges 
for  membership  Guests  tell  us  they  join 
not  so  much  for  the  rewards,  but  for  the 
recognition.  In  fact,  they  say  the  recog- 
nition is  twice  as  important  as  the  re- 
wards. They  appreciate  the  late  check- 
out privileges  and  the  room  upgrades 
you  receive  as  a  Club  member." 
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April  in  Paris  . 
Beyond 


and 


It's  April,  so  most  any  traveler's  fan- 
cy is  likely  to  turn  to  Paris.  And 
that's  as  good  a  place  as  any  to 
begin  a  discussion  of  where  America's 
jet-set  is  going  in  1990. 

Of  course,  Paris  and  all  of  France 
have  been  somewhat  out  of  favor  with 
Americans  In  recent  years.  It's  not  so 
much  that  we  were  turned  off  by  the 
City  of  Light  and  the  French  country- 
side. It  was  more  that  we  were  enrap- 
tured by  the  charms  and  passion — and 
the  pasta  and  promotion — of  Italy.  We 
seemed  obsessed  with  anything  Italian 
during  the  1980s:  the  cuisine,  the  fash- 
Ion,  the  furnishings,  the  style,  the  rela- 
tively unknown  Adriatic  coast,  and  the 
prices  that  made  Italy  a  bargain  com- 
pared to  France.  But  we  were  also  sold 
a  bill  of  goods  about  Italy.  Travel  writ- 
ers, travel  magazines  and  the  Sunday 
newspaper  travel  sections  promoted 
Italy  shamelessly,  often  ignobly,  ex- 
cluding much  of  the  rest  of  continental 
Europe. 

Now  that  Italy  is  no  longer  undis- 
covered— in  other  words,  even  humble 
trattorias  in  dusty,  dreary  hillside  towns 
have  learned  how  to  gouge  gullible 
American  visitors — France  is  sure  to 
regain  some  of  its  lost  luster.  Travel  to 
France  will  also  be  a  bit  cheaper  and 
much  easier  this  year  because  there's 
been  a  massive  increase  in  air  service 
to  Paris  and  the  French  countryside. 
TWA,  for  example,  recently  announced 
a  huge  increase  in  nonstop  flights  from 
Los  Angeles  to  Paris.  American  Airlines 
aggressively  promotes  its  service  to 
Lyon.  And  the  two  French  airlines,  Air 
France  and  UTA,  take  American  travel- 
ers directly  to  less-traveled  provincial 
destinations  such  as  Nantes,  Toulouse, 
Lille,  Bordeaux  and  Mulhouse, 

Across  the  English  Charirei,  Lon- 
don is  always  in  fashion.  And  there's  so 
much  new  air  service  between  US. 
gateways  and  London's  two  major  air- 
ports that  airfares  dipped  as  low  as 
$100  each  way  last  month.  Summer 
fares  will  be  higher,  of  course,  but  look 
for  a  ferocious  fare  war  in  the  fall.  On 
the  ground,  however,  London  has  be- 
come almost  prohibitively  expensive 
for  American  visitors;  hotels  rooms  aro 
particularly  pricey.  One  example:  the 
glitzy  new  Conrad  International  hotel  in 
the     renascent     Docklands     district 


What's  hot  on  the 
continent  in  1990? 
Paris  and  French 
provincial  destina- 
tions are  likely  to 
benefit  from  a  massive 
increase  in  sched- 
uled flights  between 
the  U.S.  and  France. 
And  more  direct 
flights  to  Scotland 
should  mean  an  in- 
crease of  American 
visitors  to  Scottish  at 
tractions  lil(e  the  Ei 
lean  Donan  Castle.  But 
Italian  cities  lilte 
Venice  are  sure  to  re- 
tain their  appeal,  too. 

so  it's  no  surprise  to  learn  the  overnight 
disappearance  of  the  Iron  Curtain  has 
piqued  our  interest  in  several  once 
foreboding  and  occasionally  forbidden 
destinations. 


opened  earlier  this  year  with  room  rates 
in  the  $300  range. 

But  the  big  news  in  travel  to  the 
United  Kingdom  isn't  England.  It's 
Scotland.  The  moody,  misty  Scottish 
highlands  and  the  surprisingly  urbane 
cities  of  Edinburgh  and  Glasgow  have 
long  been  favorites  of  the  discerning 
American  visitor.  But  now  that  several 
airlines,  including  British  Airways  and 
American  Airlines,  are  launching  new 
service  to  Scotland,  more  and  more  of 
us  are  likely  to  be  tramping  through  the 
heather  without  making  a  preliminary 
stop  in  London. 

And  then  there's  the  matter  of  East- 
ern Europe  and  the  Soviet  Union.  Amer- 
ican travelers  are  nothing  if  not  trendy. 


Truthfully,  however,  Eastern  Euro- 
pe's tourist  infrastructure  is  more  fragile 
and  overburdened  than  the  rest  of  the 
region's  economy.  Unless  your  ethnic 
roots  call  you  home,  avoid  Bulgaria  and 
Rumania  in  1990.  And  while  Prague  is 
irresistible  and  the  twin  cities  of  Buda 
and  Pest  are  undeniably  charming — 
Budapest  is  known  as  "Dirty  Paris" 
among  the  travel  cognoscenti— East- 
ern Europe  won't  satisfy  those  who  ex- 
pect to  travel  in  the  lap  of  luxury. 

East  Germany,  for  example,  isn't 
just  short  on  the  amenities.  Because  of 
the  massive  migration  west,  it's  also 
desperately  short  of  the  labor  neces- 
sary to  provide  routine,  day-to-day  ser- 
vices. The  barrage  of  publicity  that  ac- 


A  freshly-baked  loaf 

of  French  bread  when 

you  leave.  That's  Sofitel, 

in  six  U.S.  cities 

where  your  business 

takes  you.  Comfortable. 

Stylish.  Modeiji.  Superb 

cuisine.  With  a  welcome 

touch  of  France.  And 

moderate  in  size, 

for  personal  attention, 

including  concierge 

service.  Sofitel.  Just 

ask  your  travel  agent 

or  call  ResinTer, 

1-800-221-4542. 
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companied  the  opening  of  a  McDon- 
ald's in  Moscow  obscured  one  dreary 
fact  tfiat  may  be  of  interest  to  travelers: 
The  Golden  Arches  is  usually  the  only 
place  in  Russia  that  has  meat  on  a 
regular  basis.  And  the  newly  opened 
Marriott  in  Warsaw  doesn't  stockpile  a 
three-month  supply  of  light  bulbs  by 
accident.  Basic  consumer  goods  are 
so  scarce  in  Poland  that  the  hotel  has 
suffered  a  rash  of  toilet-seat  thefts. 

Those  of  us  who  travel  for  adven- 
ture or  discovery  or  for  the  simple  plea- 
sure of  watching  history  in  the  making 
won't  be  deterred  by  the  admittedly 
bleak  economic  realities  in  Eastern  Eu- 
rope. But  book  far  in  advance,  aban- 
don any  gilt-edged  fantasies  and  rely 
on  familiar  names  like  Hilton  Interna- 
tional and  Inter-Continental  wherever 
possible. 

Closer  to  home,  Mexico  remains 
the  American  traveler's  most  popular 
foreign  destination.  A  costly  upgrading 
and  refurbishing  of  existing  properties 
and  an  even  larger  infusion  of  capital 
for  new  construction  leads  Mexican 
tourist  officials  to  believe  Mexico  can 
lure  wealthier  and  more  discriminating 
American  visitors.  Toward  that  end, 
public  and  private  interests  in  Mexico 
have  budgeted  $75  million  to  promote 
travel  south  of  the  border  in  1990. 
That's  three  times  last  year's  budget. 

"We  are  going  into  the  new  decade 
with  an  entirely  fresh  approach,"  says 
Eduardo  F.  Saenz,  general  director  of 
promotion  at  the  Mexican  Touhsm  Min- 
istry. "This  is  more  than  just  tourism 
promotion.  Our  goal  is  to  establish  a 
position  for  Mexico  in  the  21st  Century." 


Mexico's  abundant 
supply  of  beaches, 
like  this  stretch  of 
sand  In  San  Jose, 
lured  a  record  num 
ber  of  American  tour- 
ists last  year. 


Las  Hadas  is  a  Medi- 
terranean-Style beach 
resort  operated  by 
Westin  Hotels  in  Man- 
zanillo,  Mexico.  All 
of  Las  Hadas's  220 
rooms  have  baico 
nies  and  an  exquisite 
ocean  view. 


One  of  Mexico's  most  compelling 
draws  for  American  travelers  is  the 
abundance  of  luxury  resorts  operated 
by  top-flight  Amehcan  resort  operators. 
Sheraton,  for  example,  manages  re- 
sorts in  Cancun,  Puerto  Vallarta,  Ixtapa 
and  Acapuico  and  Huatulco.  Westin 
manages  lavish  Camino  Real  resorts  in 
Cancun,  Ixtapa,  Puerto  Vallarta,  Gua- 
dalajara, Saltillo  and  Mazatlan,  the 
famed  Las  Brisas  resort  in  Acapuico, 
and  hotels  in  Mexico  City,  Manzanillo 
and  Monterrey.  Stouffer  Hotels  man- 
ages the  Presidente  resorts  in  Cancun, 
Cozumel,  Ixtapa,  Loreto  and  Los  Ca- 
bos  and  the  Presidente  Hotels  in  Mexi- 
co City  and  Oaxaca. 

"That's  one  of  Mexico's  strongest 


appeals,"  says  a  California  travel  agent 
who  books  many  upscale  travelers  into 
Mexico.  "My  clients  like  the  fact  that  it's 
close,  but  exotic.  They  also  adore  the 
beaches.  And  they  seem  to  enjoy  visit- 
ing a  foreign  country  but  staying  with 
an  American  hotel  company  with  a  rec- 
ognizable name." 

On  the  other  hand,  there  are  also 
exceptional  properties  throughout 
Mexico  that  do  not  have  a  recognizable 
American  hotel  name.  One  example  is 
the  Punta  Iguana  Resort  in  Puerto  Va- 
llarta. The  Punta  Iguana's  luxurious  vil- 
las are  located  at  Manna  Vallarta  and 
feature  individual  yacht  slips  and 
pools.  The  resort  also  offers  excellent 
golf,  tennis  and  beach  facilities. 


At  Renaissance,  we'd  like  you 
to  see  Europe  once  again  with 
feeling.  To  have  that  excitement. 
That  discovery.  Those  memories 
that  stay  with  you  forever. 

This  is  why  we've  created 
three  Mediterranean  itineraries, 
launching  this  spring.  On  your 
cruise,  you^night  spend  the  day 
visiting  the  charming  villages 
of  Cinque  Terre,  then  return  to 
watch  a  spectacular  sunset  on 
deck.  Or  bask  on  the  warm  black 
sands  of  Santorini,  then  relax 
with  friends  in  our  intimate  piano 
bar.  Or  wake*to  fresh  croissants 


Isn't  it  time  you 
saw  Europe  from 
an  entirely  new 
perspective? 


on  the  balcony  of  your  suite,  then 
explore  ruins  dating  back  to  the 
beginning  of  Western  civilization 
near  Kusadasi. 

With  fine  cuisine  instead  of 
feasts  and  queen-sized  beds 
instead  of  bunks.  Renaissance 
can  take  you  in  style  and  comfort 
to  some  of  the  most  exciting. 


most  exotic  destinations  in 
Southern  Europe.  From  Port 
St.  Louis  to  Monte  Carlo.  The 
Amalfi  coast  to  Taormina. 
Dikili  to  Istanbul. 

And,  you  can  experience  the 
worlds  of  Renaissance  for  less 
than  you  would  expect.  Our 
7-night  Mediterranean  cruises 
are  packaged  as  13-,  20-  and 
27-day  RenaissanceToursT  with 
airfare  and  land  accommodations 
included,  beginning  at  $4,205 
per  person  in  a  Superior  Suite. 

For  a  free  52-page  brochure, 
call  1-800-525-2450.  Or,  com- 


plete and  mail  the  coupon  below. 

Indeed,  you  will  never  see 
Europe,  or  yourself,  in  quite  the 
same  way  again. 

Renaissance  Cruises  FBS4-90 

1800  Eller  Drive— Suite  300 

P.O.  Box  350307 

Ft.  Lauderdale,  FL  33335-0307 

Name ^^_ 

Address _^_ 

City 


State 

Travel  Agent- 


Zip. 


I  am  interested  in  the  following  cruises: 
n  Far  East  O  Mediterranean  D  Europe 
D  Scandinavia  D  Black  Sea/Red  Sea 
n  Africa  D  South  America  D  Caribbean 


RENAISSANCE   CRUISE  S' 


Pri«  of  S4,20S  IS  ptr  person,  based  on  13-Djy  Mediterranean  RenaissanceTour"  in  Superior  Caiegorv,  double  occupanc),  including  airfare  from  designated  gateways  only.  All  rates  are  per  person,  double  occupancy. 
Other  rates  are  based  on  Superior  Category  and  are  as  shown  in  Renaissance  Cruises,  Inc.  brochure  effective  October  1,  1989.  Rates  do  not  include  embarkation  and  port  charges  and  may  vary  as  to  category  selected 
and  suite  availability.  C  199U  Renaissance  Cruises,  Inc   Italian  ReKisirv 
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The  elegant,  upcountry 

Lodge  at  Koele, 

managed  by  Rockresorts, 

is  the  first  major  resort 

on  tiie  tiny,  unspoiled 

Hawaiian  Island  of  Lanai. 


The  most  dramatic  development  in 
domestic  travel  this  year  is  likely  to  be 
the  debut  of  the  Hawaiian  Island  of 
Lanai  as  a  tourist  destination.  Known  as 
the  "Pineapple  Isle,"  Lanai  is  98% 
owned  by  Castle  &  Cooke  and  very 
much  the  tropical  paradise.  There  are 
only  30  miles  of  paved  roads,  just  2,500 
residents,  a  plethora  of  pristine,  se- 
cluded beaches  and  a  parade  of  cool, 
green  mountains. 

Until  this  month  there  was  only  one 
hotel  and  10  guest  rooms  on  Lanai.  But 
April  brings  the  grand  opening  of  Rock- 
resorts'  Lodge  at  Koele.  With  just  102 
rooms,  the  Lodge  successfully  affects 
the  charm,  style  and  refined  atmo- 
sphere of  a  traditional  English  manor 
house.  Tucked  away  in  Lanai's  central 
highlands,  the  lavish  Lodge  quickly 
may  become  the  ultimate  hideaway  for 
the  rich  and  famous.  The  hotel  offers 
croquet  and  lawn  bowling,  hunting, 
shooting  and  riding,  golf  on  an  18-hole 
course  designed  by  Greg  Norman  and, 
naturally,  afternoon  tea  served  on  a 
porch  overlooking  the  gardens.  Stone 
fireplaces,  grand  pianos  and  priceless 
pieces  of  Pacific  art  and  artifacts  are 
scattered  throughout  the  hotel. 

"Were  providing  all  of  the  ameni- 
ties and  refinement  of  a  Rockresorts 
property  and  offering  it  all  in  a  gracious 
Hawaiian  setting  many  people  thought 
was  lost  forever,"  explains  Lodge  gen- 
eral manager  Thad  Hyland 

To  appeal  to  sophisticated  travel- 
ers who  must  be  on  the  beaci,  Rockre- 
sorts will  open  a  second  resort  on  Lanai 
later  this  year.  The  250-room  Munele 
Bay  Hotel  is  located  on  the  island';^ 
leeward  shore.  Estimated  cost  for  trie 
two  resorts  and  its  350  rooms:  about 
$260  million. 

For  Hawaii-bound  travelers  who 
prefer  Maui,  the  action  will  be  at  the 
elegant  Wailea  Beach  Resort.  The  jew- 
el of  Wailea,  the  chic,  5-diamond 
Stouffer  Wailea  Beach,  will  be  joined  by 
two  new  hotels  this  year;  the  787-room 
Grand  Hyatt  Wailea  and  the  374-room 
Four  Seasons-  Resort  Wailea. 


Air  Travel  Card:  New  Look,  New  Features 


The  Air  Travel  Card  unveils  a  new 
look  and  new  features  as  it  en- 
ters its  seventh  decade  as  the 
world's  sole  airfare-only  charge 
card.  The  most  impressive  new  ser- 
vice is  "Leadership  Loss  Protec- 
tion," which  covers  traveling  em- 
ployees with  $100,000  of  corporate 
air-travel  insurance.  Available  at  no 
extra  charge  to  corporations  who 
purchase  the  Card's  "Executive"  or 
"Enhanced"  travel  coverage,  the 
plan  is  in  addition  to  the  personal 
air-travel  insurance  which  covers 
employees  whenever  airline  tickets 
are  charged  to  the  Card.  The  Lead- 
ership Loss  Protection  plan  pays 
$100,000  directly  to  the  employee's 
corporation  as  well  as  the  full  dollar 
amount  of  the  personal  air-travel  in- 
surance payable  to  the  employee's 
beneficiary. 

"After  years  of  leading  the  way 
in  individual  employee  business 
travel  protection.  Air  Travel  Card 
[now]  provides  business  travel  in- 
surance benefits  directly  to  corpora- 
tions," explains  Charles  Fischer,  ex- 
ecutive secretary  of  Air  Travel  Card. 
"Leadership  Loss  Protection  will 
help  defray  the  cost  to  business  for 
the  unanticipated  and  time-consum- 
ing aspects  of  rehiring  or  re- 
structuring." 

Another  new  feature  allows 
cardholders  to  charge  international 
direct-  dial  telephone  calls  between 
60  countries  to  their  Air  Travel 
Cards.  Unlike  other  telephone 
charge  systems,  the  Card's  plan  al- 
lows cardholders  to  charge  calls  be- 
tween foreign  countries  as  well  as 
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calls  placed  to  the  United  States 
from  overseas  phones. 

The  Air  Travel  Card's  new  look 
allows  each  of  the  airlines  that  issue 
the  card  to  offer  their  own  design. 
However,  the  Air  Travel  Card's  famil- 
iar logo  and  identifying  colors — red 
for  North  American  travel  and  green 
for  worldwide  travel — appear  as  a 
"patch"  on  each  new  card  issued. 

Accepted  by  more  than  200  air- 
lines worldwide  and  carried  by  more 
than  1.5  million  business  travelers, 
the  Air  Travel  Card  is  used  by  more 
than  half  the  Fortune  500  compa- 
nies. 

To  obtain  an  application  for  the 
Air  Travel  Card,  call  1-800-222- 
4688.  For  more  information  about 
the  Card's  variety  of  air-travel  insur- 
ance options,  call  1-800-854-9600 
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We  Didnt  Invent  I 

The  Word  Satisfaction.    ! 

—I 

-H 

We  Simply  Defined  It       I 


Sat-is^faC'tion.  ( 1 )  To  ITT  Sheraton,  in 
sixty  five  countries  throughout  the  world,  it 
means  a  commitment  to  making  sure  all 
of  your  business  needs  are  satisfied.  (2)  To 
surround  you  with  a  spirit  of  service  and 
a  sense  of  caring  and  concern. 
Choice''S.  (1)  Sheraton  Hotete  offer  you  a 
complete  selection  of  exceptional  services 
and  fine  amenities.  (2)  Sheraton  Inns  are 
conveniently  located  near  highways  and 
airports,  in  a  less  formal  setting. 

(3)  Sheraton  Resorts  let  you  con- 
duct business  while  enjoying  a 
variety  of  vacation  activities. 

(4)  Sheraton  All-Suites  feature  a 
more  spacious  atmosphere  for 
added  comfort. 
Dai-ly  news^pa-per.  (1)  It's 
important  to  start  your  day 
fully  informed.  (2)  We 
deliver  the  morning  paper 
right  to  your  door 
Ex-pcess  check-out. 
( 1 )  With  Express  Check- 
out, we'll  have  your  bill 
waiting  for  you  at  the  front 
desk.  (2)  Many  of  our  loca- 


tions also  feature  video  check- 
out right  from  your  room. 
Meet-ing  serv-ice-s.  (1)  Our 
experienced  meeting  profes- 
sionals will  help  make  your 
meeting  a  success.  (2)  Sheraton 
features  state-of-the-art  facili- 
ties for  large  or  small  groups. 
Sher-a-ton  Club-In-ter-'na' 
tion-al.  (1)  It's  the  most  re- 
warding worldwide  frequent 
guest  program.  (2)  We  upgrade 
your  room  whenever  possible. 
(3)  A  guaranteed  4:00  p.m. 

check-out. 

(4)  The  more 

times  you  stay 

the  more 

points  you 

earn  towards 

unlimited  free 

travel  and  high 

quality  mer- 
chandise. 

Call  for  res- 

er-va-tions. 

(1)  Experience  Sheraton  Satisfaction  for 

yourself.  (2)  Call  our  toll  free  number  for 

reservations  worldwide.  (3)  Or  have  your 
travel  agent  call. 

800-325-3535 


>''  ^*. 


ITT  Sheraton 

HOTELS •  INNS  •  RESORTS  ALL-SUITES 
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Business  Travel 
Made  Easy 

On  a  recent  Saturday  nnorning  in  an 
airline  lounge  at  Los  Angeles  In- 
ternational Airport  a  veteran  trav- 
eler waited  out  another  delay.  While  his 
flight's  departure  time  periodically 
changed — from  8  a.m.  to  9:45  a.m., 
then  11:15  a.m.  and,  finally,  12:30 
p.m. — the  executive  sipped  coffee, 
wolfed  sweet  rolls  and  read  memos. 
Eventually  he  sat  back,  swung  his  legs 
onto  a  coffee  table  and  surrendered. 

"Business  travel  didn't  used  to  be 
difficult,"  he  said  to  a  nearby  stranger. 
"It  used  to  be  so  easy."  The  stranger 
just  shrugged  his  shoulders.  "I  remem- 
ber easy,"  the  stranger  said.  "Easy  was 
nice." 

Similar  exchanges  between  dis- 
heartened frequent  flyers  are  repeated 
thousands  of  times  every  day  in  hun- 
dreds of  airports  around  the  world.  But 
bleak  as  tfie  business  travel  honzon 
often  appears,  there  are  several  inven- 
tive products  and  services  specifically 
designed  to  make  life  on  the  road  easi- 
er— and  much  less  irksome. 

Consider,  for  example,  TWA  Meet- 
ing Services,  a  comprehensive  meet- 
ing planner's  aid.  Established  in  Au- 
gust 1988,  it  offers  corporate  meeting 
planners  everything  from  airplane  res- 
ervations to  turnkey  meeting  coordina- 
tion. It  can  arrange  airfare  discounts, 
offer  destination  advice  and  site-selec- 
tion assistance,  negotiate  with  hotels 
for  discounted  room  rates  and  food  and 
beverage  services,  handle  car  rentals 
and  leisure  activities,  coordinate  cargo, 
and  even  register  attendees. 

"We  try  and  look  at  all  the  pieces  of 
the  pie  for  a  corporation  planning  a 
meeting,"  explains  Shannon  Jeter, 
TWA's  manager  of  meeting  and  plan- 
ning services.  "We'll  work  with  a  corpo- 
ration to  choose  dates  and  help  bal- 


ance their  needs  with  available  loca- 
tions. We  give  a  company's  meeting 
planner  all  the  options.  And  because 
we're  TWA  we  have  the  clout  to  negoti- 
ate for  prices  and  services  a  company 
could  never  get  on  its  own." 

TWA  Meeting  Services  can  help 
plan  meetings  in  any  city  TWA  serves. 
"We're  the  liaison  between  the  meeting 
and  the  planner,"  Jeter  says.  "We  han- 
dle the  details  and  that  lets  the  planner 
concentrate  on  the  content  of  the  meet- 
ing." For  more  details  on  the  TWA 
Meeting  Services,  call  1-800-TWA- 
MEET. 

Another  timesaver  is  "Incentiva- 
tions"  from  Stouffer  Hotels  &  Resorts. 
With  travel  playing  an  increasing  role  in 
corporate  incentive  programs,  Stouffer 
has  packaged  its  hotels  and  resorts  as 
incentive  gifts.  Each  Incentivation  is 
wrapped  in  a  gift  box  and  contains  a 
certificate  for  a  stay  at  a  specified 
Stouffer  hotel  or  resort,  instructions  on 
making  room  reservations  and  a  gift 
card. 

Incentivations  are  grouped  into 
three  categories:  4-  or  5-day  stays  at 
U.S.  Stouffer  resortsr  4-day  stays  at 
Stouffer  Presidente  resorts  in  Mexico, 
and  weekend  Incentivations  at  Stouffer 
hotels  in  U.S.  cities. 

The  Incentivation  package  for  the 
Stouffer  Waiohai  Beach  Resort  in  Ha- 
waii, for  example,  costs  $790  for  two 
and  includes  a  4-day  stay  in  a  deluxe 
oceanside  room  and  use  of  a  luxury  or 
convertible  car 

"Travel  is  the  single  hottest  incen- 
tive program  there  is,"  explains  Ronald 
A.  Nykiel,  Stouffer  senior  vice  president 


■^ 
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The  Stouffer  Waiohai 
Beach  Resort  on 
Kauai  in  Hawaii  par- 
ticipates in  the 
Stouffer  "Incentiva- 
tion" program. 

of  marketing.  "We  knew  the  market 
would  respond  to  a  pre-packaged  pro- 
gram like  Incentivations  because  they 
are  ideal  awards  for  top-performing 
employees." 

For  more  information  on  Incentiva- 
tions, call  1-800-HOTELS-1  between 
9am  and  6pm  Eastern  Standard  Time. 

Two  car-rental  firms  also  have  in- 
troduced time-saving  services  and 
both  allow  travelers  to  bypass  airport 
rental  counters. 

For  a  $60  yearly  fee,  National  en- 
rolls travelers  in  the  Emerald  Club  and 
signs  them  to  a  master  rental  agree- 
ment for  "Emerald  Aisle"  service.  At  the 
airport,  renters  proceed  directly  to  a 
National  shuttle  bus  which  drops  them 
at  the  Emerald  Aisle  parking  lot.  The 
renter  can  choose  any  car  on  the  lot- 
it's  usually  stocked  with  Cadillacs — but 
National  charges  only  the  mid-size 
rate.  When  a  renter  reaches  the  lot's' 
exit,  he  need  only  show  his  Emerald 
Club  card  and  the  form  that  hangs  from 
the  car's  rearview  mirror.  The  whole 
procedure  takes  about  45  seconds 
Best  of  all,  the  Emerald  Club  doubles 
as  a  lucrative  frequent  travel  program. 
For  more  information,  call  National  at  1  - 
800-962-7070 

The  Hertz  plan,  #1  Club  Gold  Ser- 
vice, costs  $50  annually.  When  the 
Hertz  shuttle  bus  deposits  a  renter  at 
the  #1  Gold  lot,  he  finds  his  name  and 
his  car's  parking  stall  is  listed  on  a 
computerized  signboard.  The  car's  en- 
gine is  running  and  the  trunk  is  already 
open  and  waiting  for  luggage.  For  more 
information  on  Hertz  #1  Club  Gold,  call 
1-800-654-3131 
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Air  travel.  It's  fast.  It's  efficient.  And  it's 


be  coded,  restricted  or  simply  not  issued  at  all. 

What's  more,  the  Air  Travel  Card  Payment 
System  provides  your  people  with  automatic 
air  travel  insurance  and  your  business  with 
consolidated  monthly  statements  for  all  air 
travel  on  all  airUnes.  You  may  even  qualify  for 
customized  billing  that  can  save  you  costly 
reconciliation  time. 

So  take  control  of  your  air  travel  expenses. 
With  the  Air  Travel  Card  Payment  System.  No  mat- 
ter where  your  business  takes  you  or  your  people, 
_i_  __  ^  _  _  -  m^immm^  a^^^a  i^wsm   it's  the  smartest  route  there.  To  find  out 

THE  SMARTEST  ROUTE    "^^^>  ^^^  1-800-2224688.  (in  the  dis- 

CALL 1-800-222-4688.  trict  of  Columbia,  call  626-4224.)  Your 

corporate  control  tower  is  standing  by 


become  one  of  today's  biggest  business  expenses, 
An  expense  that's  not  easily  controlled. 

That  is,  not  without  the  Air  Travel  Card. 
It's  the  corporate  air  travel  payment  system 
that  puts  the  corporation  in  control.  Over  costs. 
Over  usage.  Over  and  above  any  other  system. 
Period. 

Issued  by  30  domestic  and  international 
airlines  and  accepted  by  more  than  200  carriers 
worldwide,  the  Air  Travel  Card  is  the  airUne's 
charge  card.  So  it  gives  your  people 
instant  access  to  virtually  any  flight. 
There  are  no  annual  fees,  no  credit 
limits  and  the  cards  themselves  can     OR  SEE  YOUR  travel  agent  OR  AlRUNE  REPRESENTATIVE 


AIRTRAVEL 
CARD 
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A  Renaissance 
in  Cruises 

A  startling  and  refreshingly  new  con- 
cept   in    luxury    cruising,    aptly 
named  Renaissance  Cruises,  has 
just  set  sail. 


For  experienced  travelers  who  ex- 
pect cruise  ships  to  be  aging  and  Over- 
crowded, Renaissance  Cruises  offers 
an  elegant  alternative.  The  company  is 
building  a  fleet  of  eight  state-of-the-art 
cruise  ships  of  exquisite  Italian  design. 
Each    ship    is   designed    to   accom- 


PUNTA    IGUAm  MARINA  VILLAS 

TJie  New  Ingredient  To  Your 

LIFESTYLE 


w. 


ithin  the  warm  and 
fascinating  atmosphere 
of  Puerto  Vallarta,  Punta 
Iguana  Resort  has  emer- 
ged. There  the  rainbow 
and  the  sun  play  during  the 
entire  year  in  the  presence  of  a 
lukewarm  ocean  and  golden 
sandy  beaches. 

Punta  Iguana:  An  oasis  contain- 
ing exclusive  and  luxurious 
villas  at  Marina  Vallarta,  with 
private  individual  slips  and 
pools... 
¥^ 


...Worldclass  Yacht,  Golf,  Ten- 
nis and  Beach  Club  facilities.  A 
perfect  and  well  balanced 
ambience  with  a  blending  of 
the  best  of  man  with  the  best  of 
nature. 

Punta  Iguana,  reserved  for 
those  who  want  only  the  best 
for  their  lifestyle. 


Pijiita  iguana  offers 

Marina  resort  living  in  a 

world  of  kixiirioiis  comfort 

and  exclusivity. 


Punta  Iguana  Marina  Villas. 

Call  us  for  a  brochure  and  information 

Houston  TX  (713)  448-5672 

Puerto  Vallarta,  Jal.  Mex.  (322)  261-33  and  267-77 

Mexico  City  (5)  533-2192  and  514-2527 

Guadalajara,  Jal.  Mex.  (36)  52-11-26  and  52-38-25 
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PuNia  luuaNa 


MARINA  villas: 


modate  just  100  guests.  The  first  two  of 
the  virtually  identical  luxury  cruise 
ships  are  already  sailing. 

For  those  who  know  cruise  ship 
accommodations  are  often  uncomfort- 
able akin  to  those  closet-sized  rooms 
spoofed  in  old  Marx  Brothers'  movies, 
Renaissance  has  designed  a  sophisti- 
cated cruiser's  fantasy.  Every  state- 
room is  an  outside  suite  with  picture 
windows  or  portholes.  Each  suite  offers 
remote-control  TVs  and  VCRs,  tele- 
phones, seating  areas,  in-room  bar, 
and  queen-size  beds. 

For  those  who  shun  cruises  be- 
cause of  their  inexcusably  banal  ports 
of  call.  Renaissance  offers  an  exotic, 
adventurous  roster  of  destinations.  The 
cruise  line's  25  mostly  one-week  itiner- 
aries will  call  at  180  ports  in  50  coun- 
tries on  four  continents. 

"While  an  extravagant  onboard 
lifestyle  is  the  focus  of  most  upscale 
cruises,  there  is  a  growing  market  of 
seasoned  travelers  who  expect  the  lux- 
ury but  are  primarily  seeking  new  desti- 
nation experiences,"  says  David  Ge- 
vanthor,  Renaissance's  vice  president 
of  marketing. 

Gevanthor  believes  most  experi- 
enced travelers  want  attentive  service 
and  gourmet  meals,  but  also  want  a 
more  challenging  kind  of  cruising.  He 
feels  they  want  to  learn  more,  see  more 
parts  of  the  world  and  experience  a 
new  kind  of  travel. 

"Renaissance  is  the  first  and  only 
line  to  identify  this  demand  which  was 
not  being  tapped  by  either  the  cham- 
pagne-and-caviar-focused  cruise  op- 
erations or  those  that  emphasize  explo- 
ration at  the  expense  of  a  high-end 
shipboard  lifestyle." 

Renaissance  has  published  a  lav- 
ish, entertaining  52-page  brochure  out- 
lining its  itineraries,  programs  and  ser- 
vices. It's  available  by  calling  toll-free  at 
1-800-525-2450. 


©  1989  Mexico  Tourism 
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Fresh  seafood  is  my  one  big  weakness.  So  naturally  our  hotel  had 

^^    a  chef  who  made  miracles  with  snapper,  bass,  shrimp  and  lobster.    %% 

And,  Mexican  people  are  all  so  friendly,  I  just  couldn't  say  no.        ^^ 

Oh  well,  I  worked  off  the  calories  doing  lots  of  shopping.  But  now 

I'm  hungry  again ...  for  more  Mexico.  Good  thing  it's  right  next  door. 

ComQ.  FQGLTHQ  lUflRmTH  OFniQKICQ. 
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For  more  informatiori;''caU  your  travel  agent  or  write  to: 

Mexico  Tourism  Office.  P.Q;Box9013-B.  East  SetaQ^^NY  11733. 
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Business  Travelers 
Phone  Home 

Once  upon  a  time,  :n  the  blissful 
days  before  global  free-market 
telecommunications,  the  tele- 
phone was  a  business  traveler's  most 
trusted  ally.  Anxious  to  keep  in  touch, 
an  American  traveler  anywhere  in  the 
world  never  thought  twice  about  pick- 
ing up  the  receiver  and  phoning  home. 

But  these  days  business  travelers 
do  think  twice — and  sometimes  three 
times — before  reaching  for  a  phone. 
The  reluctance  is  understandable.  Now 
that  AT&T  is  no  longer  the  exclusive 
carrier  of  long-distance  calls  placed 
from  public  phones,  business  travelers 
are  often  confronted  with  "alternate-op- 
erator services"  that  may  charge  seven 
or  eight  times  AT&T's  rate.  Now  that 
many  domestic  hotels  own  their  own 
telephone  systems,  travelers  calling 
from  their  rooms  often  face  phone  fees 
that  make  huge  dents  in  even  the  most 
lavish  expense  accounts.  And  placing 
a  call  from  a  foreign  hotel,  always  a 
dicey  proposition,  is  now  a  nightmare 
thanks  to  onerous  "surcharges"  as 
high  as  700%. 

Yet  savvy  executives  know  the 
telephone  can  still  be  an  invaluable  and 
affordable  ally.  There  are  several 
unique  services  available  to  keep  busi- 
ness travelers  and  phones  on  intimate 
terms. 

AT&T  is  the  pioneer,  making  tele- 
phones and  telecommunications  ser- 
vices safe  and  affordable  for  travelers. 
It's  the  largest,  most  innovative  and 
most  value-oriented  phone  company 
available  to  business  travelers. 

Americans  place  an  estimated  850 
million  calls  from  public  phones  each 
year,  so  AT&T  is  making  sure  travelers 
know  which  public  phones  route  long- 
distance calls  over  AT&T's  reliable, 
cost-effective  network.  For  starters, 
AT&T  has  placed  thousands  of  its  pro- 
prietary coinless  public  telephones  In 
airports,  hotel  lobbies  and  other  places 
frequented  by  travelers.  These  clearly 
marked  phones,  often  equipped  with  a 
video  screen,  allow  travelers  to  charge 
calls  directly  to  the  AT&T  Card.  The 
company  also  has  placed  distinctive 
blue-and-white  labels  with  the  AT&T 
logo  on  coin-operated  pay  phones  that 
route  long-distance  calls  over  the  AT&T 
network. 

If  you're  not  sure  whether  a  call 
from  a  public  phone  or  hotel  room  tele- 


phone is  going  to  be  handled  by  AT&T, 
there's  a  simple  way  to  find  out.  Dial 
0-1- area  code -i- number,  then  hang  up 
if  you  don't  hear  a  musical  tone  and  a 
voice  that  chirps  "AT&T."  If  the  phone 
is  public,  dial  10-i-ATT-i-0-(-area 
code  +  number  to  place  an  AT&T  call.  If 
a  hotel  phone  doesn't  automatically 
connect  to  AT&T,  call  the  hotel  operator 
and  request  a  connection  to  the  AT&T 
network. 

AT&T  has  also  introduced  a  way  to 
reach  any  number  in  the  United  States 
while  traveling  in  many  foreign  coun- 
tries. The  service,  called  "USADirect," 
is  fast,  simple  and  offers  huge  cost 
savings. 

In  many  countries  around  the 
world  where  USADirect  operates,  call- 
ers can  pick  up  any  telephone,  dial  a 
special  access  code  and  be  connect- 
ed to  a  domestic  AT&T  operator.  The 
operator  will  place  the  call  and  the  trav- 
eler can  charge  it  to  the  AT&T  Card  or 
call  collect.  In  most  cases,  the  connec- 
tion to  USADirect  is  toll-free  or  costs  no 
more  than  a  local  call. 

The  advantage  of  USADirect  is  ob- 
vious to  any  traveler  who's  ever  been 
flummoxi'd  by  the  intricacies  of  a  for- 
eign teleptione  system  or  the  local  lan- 
guage spoken  by  operators.  And  then 
there's  the  savings:  AT&T  bills  USADir- 


ect calls  at  its  prevailing  rates  and 
that's  always  substantially  less  than  the 
rates  charged  by  foreign  telephone 
companies.  And  using  USADirect 
when  calling  from  a  hotel  room  helps 
travelers  avoid  the  huge  surcharges 
foreign  hotels  often  slap  on  overseas 
calls. 

Access  codes  for  many  countries 
where  USADirect  operates  appear  on 
this  page.  To  obtain  the  complete  list  of 
USADirect  access  codes — and  to  learn 
about  countries  where  AT&T  has 
placed  distinctive  USADirect  public 
phones— contact  AT&T  at  1-800-874- 
4000,  extension  301 . 


Selected  USADirect 
Access  Numbers 

AUSTRALIA 

0014-881-011 

AUSTRIA* 

022-903-011 

BELGIUM* 

11-0010 

BRAZIL 

000-8010 

CZECHOSLOVAKIA 

00-420-0010 

FINLAND* 

9800-100-10 

FRANCE* 

19-1-  0011 

GERMANY.  WEST* 

0130-0010 

GREECE* 

00-800-1311 

HONG  KONG* 

008-1111 

HUNGARY* 

00+  36-0111 

INDONESIA 

00-801-10 

ITALY* 

172-1011 

JAPAN* 

0039-111 

KOREA,  SOUTH 

009-11 

NETHERLANDS* 

06+  022-9111 

NEW  ZEALAND 

000-911 

NORWAY* 

050-12-011 

SINGAPORE* 

800-0011 

SWEDEN* 

020-795-611 

SWITZERLAND* 

046-05-0011 

UNITED  KINGDOM 

0800-89-0011 

*  Public  phones  require  deposit  of  coin. 
+  Wait  for  second  dial  tone. 

Here  are  6  places 
you  can  hold  your  next  meeting. 

We  have  over  100  more. 


Where  you  have  your  meeting  can  be  crucial  to  its 
success.  Let  TWA  guide  you  to  a  site  that  is  appro- 
priate and  cost-effective  — and  provides  a  little  fun. 

Broad  choice  of  destinations. 

TWA  flies  to  more  than  100  cities  in  the  continen- 
tal U.S.,  plus  Hawaii;  23  cities  in  Europe  and  the 
Middle  East;  as  well  as  the  Bahamas  and  the  Carib- 
bean. This  extensive  domestic  and  international  net- 
work—which includes  Trans  World  Express  regional 
airlines — gives  you  an  exceptional  array  of  choices. 

A  complete  meeting  planning  service. 

When  you  choose  TWA  as  your  official  carrier, 
you  have  your  own  TWA  Meeting  Specialist  to  han- 
dle the  details  from  start  to  finish. 

Site  selection  to  transportation,  registration  to 
recreation,  accommodations  to  administration.  We 
can  do  it  all.  Or  just  a  little.  It's  up  to  you. 

We'll  work  with  you  or  your  travel  agent.  Either 
way  we  help  you  get  the  most  out  of  your  budget. 
For  example,  your  meeting  attendees  can  enjoy 


special  airfares  on  TWA.  Even  if  they  all  come  from 
different  locations. 

What's  more,  when  attendees  fly  TWA  to  the  meet- 
ing, they  will  receive  2,000  Frequent  Flight  Bonus  Miles, 
in  addition  to  the  actual  miles  flown.  And  if  they're 
not  FFB*  members,  they'll  be  enrolled  automatically 

Call  1  800  TWA-MEET 

Talk  to  a  TWA  professional  meeting  planner 
before  your  next  meeting.  We'll  find  the  right  place 
and  help  you  come  through  with  flying  colors. 


Meeting  Services 
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UPFRONT  NEWS  FROM  ZURICH  ... 

Even  cynical  road  warriors  gush  over 
Swissair's  in-flight  services  and  anneni- 
ties,  but  that's  not  stopping  the  Zurich- 
based  airline  from  upgrading  and  refin- 
ing its  offerings.  The  airline  has  just 
refurbished  the  business-class  cabins 
on  its  747  wide-body  jets  with  new, 
oversized  seats  that  offer  a  more  com- 
fortable reclining  position  and  more 
legroom.  The  new  cabins  now  seat  just 
seven  abreast  ...  The  business-class 
cabins  on  Swissair's  MD-11  widebod- 
ies,  which  go  into  service  next  year,  will 
seat  just  six  across  ...  Swissair's  first- 
and  business-class  passengers  also 
have  access  to  several  business  tools 
while  traveling.  They  can  use  the  fax 
machines  at  all  Swissair  stations  and 
are  offered  modems  for  their  laptop 
computers  in  Swissair's  first-  and  busi- 
ness-class lounges.  They  can  also  re- 
serve mobile  phones  for  use  during 
their  stay  in  Switzerland. 


Swissair  mobile  phones 

MAKING  ITS  MARK  New  York  is 
notorious  for  overpriced  hotels  with 
bloated  reputations  and  undersized 
rooms.  That's  why  it's  a  pleasure  to 
note  the  arrival  of  The  Mark,  an  under- 
stated, elegant  and  intimate  hotel  on 
Madison  Avenue  at  East  77th  Street.  If 
you  crave  European  service,  unobtru- 
sive luxury  and  personalized  attention, 
the  180-room  Mark  is  your  kind  of 
place.  Rates  start  at  about  $200;  tele- 
;:,ro-;  212-744-4300. 


WE'RE  NUMBER  TWO!  WE'RE  NUM- 
BER TWO!  ...  Anyone  who's  traveled 
overseas  lately  knows  American  travel- 
ers now  take  a  back  seat  to  nouveau 
riche  Japanese  vacationers  with  lots  of 
disposable  yen.  After  decades  of  de- 
manding— and  receiving — the  best 
service  and  the  best  seats  in  the  house, 
American  travelers  now  find  the  "best" 
of  everything  is  reserved  for  the  Japa- 
nese ...  And  Japanese  travelers  are 
redefining  the  term  "big  spenders." 
The  average  Japanese  spends  about 
$2,800  on  a  6-day  trip  abroad;  that's 
about  four  times  what  the  average 
American  spends. 

BIG  CITY  BEAT  ...  It's  hard  to  keep  up 
with  all  the  new  hotel  openings  without 
a  scorecard,  but  here  are  three  nota- 
bles ...  Hyatt  opens  its  first  all-suite 
hotel  in  its  hometown  of  Chicago.  The 
Hyatt  Regency  Suites  on  swanky  Michi- 
gan Avenue  premieres  this  month  and 
comes  complete  with  a  health  club  and 
a  restaurant  ...  Hilton  International  is 
restoring  and  opening  the  historic 
Langham  in  London  this  summer.  The 
$90  million  remake  will  retain  the  135- 
year-old  building's  Victorian  touches  ... 
The  Taj  Mahal,  Donald  Trump's  $1  bil- 
lion gambling  gamble  in  Atlantic  City, 
finally  opens  this  month  after  many  de- 
lays and  even  more  cost  overruns. 


The  Langham  Hotel  In  London 


CLASS  CONSCIOUS  Leave  it  to  the 
British,  in  this  case  British  Airways,  to 
invent  another  class.  This  one  is  called 
"Select,"  which  is  a  separate  cabin  for 
passengers  who  pay  the  full  economy 
fare.  Now  being  tested  on  Houston- 
London  flights,  select  class  passen- 
gers sit  in  seats  with  more  legroom, 
check  in  at  a  separate  counter  and 
receive  special  luggage  tags  and  ticket 
jackets  ...  Select  class  meals  are  identi- 
cal to  economy  class  meals,  but  select 
passengeres  are  served  first. 

BEYOND  THE  SECOND  CITY       For 

years  travelers  heading  to  or  from  Chi- 
cago gleefully  avoided  O'Hare  Airport 
by  flying  Midway  Airlines  to  Midway 
Airport.  But  have  you  noticed  Midway 
Airlines  isn't  just  a  Chicago  airline  any- 
more? ...  Now,  it  serves  more  than  50 
cities  in  the  U.S.,  Canada  and  the  Ca- 
ribbean. There's  a  posh  new  first  class 
cabin,  an  East  Coast  hub  in  Philadel- 
phia, an  upgraded  frequent-flyer  pro- 
gram, fresh  and  tasty  in-flight  meals, 
and  friendly,  courteous  service  ...  Fly- 
ing Midway  is  pleasant,  and  isn't  that  a 
nice  change  of  pace? 

GREAT     IDEA     DEPARTMENT 

AT&T's  new  "Voicemark"  is  sure  to  ap- 
peal to  time-strapped  travelers  who  al- 
ways seem  to  be  in  the  wrong  time 
zone  whenever  they  have  time  to  make 
a  telephone  call.  Voicemark  is  a  "voice 
mail"  system  that  allows  callers  to  re-, 
cord  a  one-minute  message,  then 
schedule  the  message  for  delivery  to 
any  telephone  number  anytime  during 
the  next  week.  Callers  need  only  dial 
800-562-6275;  AT&T's  automated  sys- 
tem then  helps  you  record  the  message 
and  schedule  the  delivery  time  and 
date.  If  you  can  use  a  touch-tone 
phone,  you  can  handle  Voicemark.  The 
cost  is  $1.75  per  message  delivered 
within  the  U.S.  and  the  call  is  billed  to 
your  MasterCard  or  Visa. 

Joe  Brancatelli,  a  freelance  writer  based  in 
New  York,  has  covered  travel  for  Frequent 
Flyer,  Travel  &  Leisure  and  many  other  na- 
tional publications. 
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1990  StouHer  Hotel  Company 


V\^ke  up  with  a  smfle, 
StDuffer  Style. 

When  you  stay  at  a  Stouffer  Hotel  or  Resort,  we  give  you 
complimentary  coffee  and  the  morning  newspaper  with  your  wake-up 
call.  It's  just  one  example  of  what  we  call  Stouffer  Style. 

Stouffer  Style.  It's  24-hour  room  service,  a  complimentary 
overnight  shoeshine,  a  helpful  Concierge,  and  Express  Check- In 
and  Check- Out.  It's  our  way  of  doing  things  to  give  you  the  individual 
service  you  appreciate. 

Stouffer  Style  is  your  style.  Call  your  travel  agent  or 
1- 800- HOTELS  1. 

STOUFFER  HOTELS  *^ 


A  Nesil6  Company 


DENVER,        LOS        ANGELES,        ST.        LOUIS 


Make  it  easy 
onyourselL 


Easy  access  to  Aisar. 

Most  public  phones  automatically 
give  you  AT&T.  But  sometimes 
you'll  find  a  phone  where  the  loca- 
tion owner  has  chosen  another 
long  distance  carrier.  Even  then 
it's  still  easy  to  reach  AT&T  in  most 
cases.  Simply  dial  our  easy  access 
code,  10  +  ATT+  0,  before  dialing 
the  area  code  and  number 
you're  calling.* 

Calls  more  places. 

whether  you're  calling  across  the 
country  or  across  the  world,  the 
AT&T  Card  makes  it  easy  AT&T 
connects  you  to  over  250  countries 
and  areas  worldwide— more  than 
any  other  long  distance  card. 
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RON    GRAHAGLIA 
SlSr^  IH    311    555    4742    6 


Most  reliable. 

You  can  count  on  the  ATeT  Worldwide 
Intelligent  Network  to  get  your  call 
where  it  needs  to  go.  So  you  have  less 
to  worry  about.  And  when  calling  from 
overseas, you  can  rely  on  this  network 
to  access  AT&T  USA  Direct'^  Service 
—the  only  service  that  connects  you 
to  an  operator  back  in  the  States  from 
over  60  countries.That's  worldwide 
service  no  one  even  comes  close  to. 

So  make  it  easy  on  yourself. 

Use  the  AT&TCard,  the  only  calling  card 
you'll  ever  need-and  it's  free.To  order  an 
additional  card  or  a  new  one,  call  toll-free 
1 800  222-0300,  Ext.  500. You'll  also  receive 
the  latest  information  on  how  best  to  use 
yow^AT^JCard. 


Fast  connections. 

With  the  AT&T  network  you  get 
fast  connections  for  all  your  long 
distance  calls.  And  since  all  local 
telephone  companies  honor  the 
AT€rTCard,  it's  convenient  for  all 
your  calls. 

Best  service. 
Best  value. 

This  card  delivers  the  quality 
service  you've  come  to  expect 
from  AT&T  With  more  operators, 
consistent  low  prices  and  inno- 
vative calling  plans,  AT&Tgives 
you  the  best  value. 


•For  intfrnatjonalcall.s. please- ()i:il  lO+ATT+OI  +  ilH-aniiiiryfode  +  ihclocal  numhtr 
©ATsT  1990 


AT&T 

The  right  choice. 
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A  little-known  Canadian  investment  letter 
has  used  a  classic  method  to  compile  an 
impressive  record. 


Ben  Graham 
with  a  twist 


By  Peter  Brimelow 


A  Canadian  investment  tortoise 
has  beaten  a  lot  of  glamorous 
b  American  hares — with  a  pur- 
poseful plod  it's  perfected  over  almost 
five  decades. 

The  Investment  Reporter  (week- 
ly, C$235  per  year)  has  been  pub- 
lished in  Toronto  since  1941. 
Over  the  five  turbulent  market 
years  between  January  1985  and 
December  1989,  its  five  recom- 
mended portfolios  appreciated  an 
average  145%  with  dividends  re- 
invested, as  monitored  by  Forbes 
columnist  Mark  Hulbert  in  his 
Hulbert  Financial  Digest.  Hulbert 
says  it  ranked  seventh  of  the  60- 
odd  letters  he  followed  over  the 
period. 

This  despite  the  fact  that  the 
Investment  Reporter  was  focused 
exclusively  on  the  lagging  Cana- 
dian market — the  Toronto  Stock 
Exchange  300  Composite  Index 
gained  only  63.8%  without  divi- 
dends from  1985  to  1989.  But  the 
Investment  Reporter  was  still  able 
to  outpace  the  broader-based  Wil- 
shire  5000  Index  (up  139.8%  with 
dividends  reinvested).  And  while 
its  portfolios'  average  gain  was 
just  less^'than  that  of  the  total- 
retum  s&p  500  (up  152%),  three 
them  significantly  outperformed  it. 

Nor  does  Investment  Reporter  fit  the 
stereotype  of  the  typical  Canadian 
tip-sheet  as  known  and  loved  by  gen- 
erations of  American  investors.  Its 
list  of  some  60  "key  stocks,"  from 
which  its  pbrtfolios  are  made  up,  con- 
sists entirely  of  large,  seasoned  Cana- 
dian corporations,  selected  on  funda- 
mental grounds — assets,  earnings, 
business  franchise.  It  very  rarely 
trades  or  attempts  to  time  the  market. 

Inspected  in  its  well-worn  Toronto 


offices,  the  tortoise  seems  a  bit  friski- 
er. Parent  company  mpl  Communica- 
tions is  a  newsletter  mini-empire  list- 
ed on  the  Alberta  Stock  Exchange. 
(Market  capitalization  C$4  million, 
recent  price  25  cents).  Titles  include 
Secretar\''s  Update  as  well  as  invest- 


Investment  Reporter's  Patrick  McKeougb 
Canadian  fundamentalist. 


of 


ment  services  like  the  more  aggres- 
sive Personal  Wealth  Reporter  and  Ca- 
nadian PennyMines  Analyst  (which, 
however,  stresses  geological  value). 

mpl's  amiable  executive  editor,  Pat- 
rick McKeough,  is  directly  in  charge 
of  the  letters.  But  he  stresses  that  In- 
vestment Reporter's  stock  selection  is 
done  collectively,  by  a  committee  of 
employees  including  himself  but 
chaired  by  a  former  part-owner  of  the 
business  acting  as  a  consultant,  and 
according  to  a  disciplined  fundamen- 
tal system  inherited  from  its  long- 


retired  founder  George  Armstrong. 

Which  is  not  at  all  where 
McKeough,  42,  started.  An  American, 
he  worked  part-time  for  Canadian  tip- 
sheets  during  the  1960s  bull  market, 
while  studying  psychology  at  the  Uni- 
versity of  Buffalo.  He  was  hired  by  a 
Canadian  broker  as  a  technical  ana- 
lyst in  his  early  20s.  ("That's  the  val- 
ue of  a  receding  hairline.")  Editing  the 
Investment  Reporter  since  1974  seems 
to  have  cured  him,  although  he  says 
he  still  keeps  an  eye  on  charts. 
McKeough  is  obviously  adaptable: 
He's  married,  with  two  children,  to  a 
French  Canadian  woman  he  met  on  a 
Quebec  ski  trip  when  neither  spoke 
much  of  the  other's  language. 

McKeough  says  the  Investment  Re- 
porter stock-selection  system  consists 
basically  of  the  sorts  of  criteria  laid 
down  by  the  late  Benjamin  Graham, 
author  of  the  fundamentalist  bible  Se- 
curity Analysis.  But  the  extremes  of  un- 
dervaluation, such  as  stocks  selling 
below  net  working  capital,  are  rarely 
met  in  Canada.  The  system  also 
places  less  emphasis  on  earnings  esti- 
mates and  more  on  underlying 
assets.  And  it  is  tempered  by 
rules  of  thumb — for  example, 
McKeough  says  his  group  stayed 
away  from  Robert  Campeau  be- 
cause of  his  squeeze-out  of  mi- 
nority shareholders  in  the  1970s. 
The  Investment  Reporter  carries 
enough  reportage  to  qualify  as  a 
reference  service:  McKeough 
likes  to  compare  it  to  Value  Line. 
And  like  Value  Line  it  has  its  own 
rating  system:  the  Marpep  Risk 
Index,  simply  calculated  by  divid- 
ing a  stock's  price/earnings  ratio 
by  its  dividend  yield.  According 
to  McKeough,  experience  has 
shown  that  an  mri  above  2.0  is  a 
surprisingly  effective  sign  of  trou- 
ble brewing. 

Despite  eschewing  market 
forecasts,  McKeough  in  fact  is  op- 
timistic about  the  1990s,  particu- 
larly in  Canada  after  the  recent 
bilateral  free  trade  agreement 
with  the  U.S.  McKeough  is  inter- 

ested    in    the    major    Canadian 

banks,  such  as  Bank  of  Montreal  and 
Bank  of  Nova  Scotia,  and  Potash 
Corp.,  newly  privatized  by  the  Sas- 
katchewan government  and  traded  on 
the  New  York  Stock  Exchange.  The 
profitability  of  privatizations  is  an- 
other rule  of  thumb. 

For  a  tortoise,  the  Investment  Report- 
er is  quite  well-known  in  Canada, 
with  a  circulation  of  9,000.  And  more 
Americans  will  be  hearing  its  tread: 
An  American  Investment  Reporter,  ap- 
plying the  same  methods  south  of  the 
border,  is  currently  being  planned.  ■ 
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On  the  Docket 


Heard  any  lamyer  horror  stories  lately? 
Charles  Lazarus,  chairman  of  Toys  '!/?''  Us, 
has  a  beauty  to  tell. 

''h  frustrating 
experience" 


By  Edward  F.  Giltenan 


SHOULD  Charles  Lazarus, 
chairman  of  Toys  "R"  Us,  be 
held  responsible  for  the  inde- 
pendent stock  dealings  of  his  psychia- 
trist wife,  Helen  Kaplan?  Under  the 
Securities  &l  Exchange  Commission's 
"short  swing"  rule,  the  answer  was 
murky,  and  that  cost  Lazarus  $50,000 
in  legal  fees. 

About  three  years  ago  Kaplan  sold 
19,000  shares  of  her  Toys  "R"  Us 
stock  at  $35  a  share  to  finance  the 
purchase  of  her  Manhattan  office.  To- 
tal profit:  $665,000.  Four  months  later 
Lazarus  had  to  exercise  a  ten-year-old 
stock  option  that  was  about  to  expire. 
He  got  1.4  million  shares  of  Toys 
stock — then  trading  at  $39 — for  96 
cents  each. 

Harmless  enough.  Or  so  the  Lazar- 
uses  thought.  Within 
weeks  Toys  "R"  Us  re- 
ceived a  letter  from  a 
"shareholder,"  West  Palm 
Beach,  Fla. -based  Jammys 
International.  Jammys  is 
the  shell  company  used  by 
Morris  Levy,  a  lawyer 
who  makes  a  handsome 
living  off  the  so-called 
short  swing  rule — section 
16(b)  of  the  1934  Ex- 
change Act.  This  section 
prohibits  insiders  from 
buying  and  then  selling 
company  stock  (or  vice 
versa)  within  a  six-month 
period. 

Levy's  letter  demanded 
that  Lazarus  return  to  the 
company  $646,000  in 
gains,   the  difference  be- 


tween the  19,000  shares  sold  by  his 
wife  at  $35  and  19,000  of  the  shares  he 
acquired  at  96  cents.  Understandably 
indignant,  Lazarus  went  to  court. 

"It  did  not  occur  to  me  that  this 
could  be  considered  a  short  swing  vio- 
lation," he  recalls.  "My  wife  earns  her 
own  money  and  owns  her  own  stock. 
Then  here  comes  a  lawsuit  that  was 
time-consuming  and  ridiculous." 

Lazarus  submitted  to  the  court  a 
prenuptial  agreement  in  which  he 
waived  any  right  to  Kaplan's  separate- 
ly owned  property,  including  her  of- 
fice. Lazarus  was  thus  able  to  prove  he 
had  no  claim  on  the  shares  sold  by 
Kaplan.  Lawyer  Levy  failed  to  get  any 
money  out  of  Lazarus.  But  Lazarus 
lost,  too.  He  had  to  dole  out  over 
$50,000  in  legal  fees.  Says  he:  "It  was 
a  truly  frustrating  experience." 

Frustrating,  but  not  isolated.  Says 


Jesse  Brill,  who  publishes  a  newsletter 
on  short  swing  issues,  "It's  hard  to 
find  a  company  that  hasn't  had  the 
misfortune  of  having  to  deal  with  a 
plaintiff's  lawyer  on  this."  The  sec 
rule  sounds  simple.  But  the  recent 
proliferation  of  stock  options  and  em- 
ployee benefit  plans  has  made  it  hard- 
er for  insiders  to  know  when  they're 
in  violation.  Lawyers  estimate  that 
there  are  as  many  as  200  short  swing 
violations  a  year.  "In  most  cases,  the 
insider  is  never  aware  that  what  he  is 
doing  is  a  short  swing,"  says  lawyer 
Peter  Romeo,  an  expert  on  16(b). 
About  half  of  the  violations  involve 
stock  options,  he  says. 

Typical  case:  An  executive  needs 
cash  to  pay  his  child's  tuition,  so  he 
exercises  an  option  at  a  discount  to 
the  current  market  value  of  the  stock, 
and  then  sells  the  shares,  collecting 
the  spread.  Hardly  insider  trading,  but 
a  short  swing  nonetheless. 

Insiders  who  do  not  stay  on  their 
toes  risk  becoming  victims  of  Levy  or 
his  fellow  sharks,  like  David  Lopez  of 
New  York  City  and  Jerrold  Shapiro  of 
Chicago.  Working  separately,  these 
"shareholders'  "  lawyers  have  raked 
in  hundreds  of  thousands  of  dollars 
over  the  years  by  suing  alleged  viola- 
tors of  the  law. 

They  generally  sniff  out  their  prey 
by  scrutinizing  sec  Form  4,  on  which 
insiders  must  report  transactions  in 
company  stock.  When  a  lawyer  spots 
a  possible  violation,  he  can  buy  a  few 
shares  in  the  company  and  fire  off  a 
letter  to  the  company  demanding  the 
profit  be  recovered.  To  avoid  an  em- 
barrassing and  costly  lawsuit,  the 
company  usually  settles  out  of  court, 
paying  the  lawyer  what  amounts  to  a 
finder's  fee — as  much  as  one-third  of 
the  insider's  profit.  The  rest  goes  back 
to  the  company.  If  more  than  one  law- 
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The  Power  Of  The  Pacific. 


Performance.  Consistency.  Stability. 

Our  principal  com- 
mitment is  to  the 
financial  success  of 
our  customers. 
With  innovati\^ 
products  and  in- 
sightful strategies. 
Delivering  superior 
performance  in 
Personal  Financial 
Services,  Employee 
Benefits,  and  Asset 
Management. 

This  successful 
philosophy  ranks 
us  among  the  top 
financial  institu- 
tions in  America. 
With  $27  bilUon  of 
assets  under  man- 
agement and  more 
than  $25  billion  of 
life  insurance  in 
force.  Standard  & 


Poor's  AAA  rated. 
A.M.  Best  A  +  rated. 

Providing  stability 
for  our  customers 
since  1868. 

Performance. 
Consistency. 
Stability.  Demand 
it.  And  get  it  from 
Pacific  Financial 
Companies.  The 
Power  of  the  Pacific. 


Pacific  Mutual 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 
1  800  544-3600 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 
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The  odds  of  maki 
to  the  pros  are  500,00 
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Better  have  something 
"^  o  fall  back  on.) 


As  America's  largest  manufacturer  of  athletic  uniforms, 
we've  seen  a  lot  of  kids  fall  short  of  their  dreams  because 
they  missed  their  chance  for  an  education.  So  we're  making 

posters  like  this  ad  available  to  coaches     

and  teachers  to  help  remind  athletes        HS       "vsr* 
that  if  they  want  to  make  it  to  the  pros,    SS^    -- — %-», 
they  have  to  make  it  past  high  school. 
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For  more  information  about  our  "Stay  In  School'"  campaign,  write:  Russell  Corporation,  Dept.  M,  P.O.  Box  272,  Alexander  City,  AL  35010. 


yer  goes  after  the  same  prey,  the  one 
whose  letter  arrives  first  wins. 

There  is  some  rehef  in  sight.  Later 
this  year  the  sec  will  reduce  the  num- 
ber of  executives  subject  to  short 
swing  violations.  Under  the  current 
rule  the  term  "insider"  refers  to  any 
officer  or  director,  or  anyone  owning 
10%  or  more  of  the  company's  stock. 
By  focusing  on  title,  the  rule  snares  a 
lot  of  executives  who  are  not  really  on 
the  inside  track.  The  new  rule  will 
define  insiders  as  those  in  policy- 
making positions.  Fewer  executives 
will  have  to  disclose  trades. 

Those  who  feed  on  the  law  are 
growling  over  the  potential  loss  of  all 
that  red  meat.  Levy,  who  has  been 
dogging  insiders  since  the  1940s, 
complains:  "Frankly,  those  proposed 
rules  really  stink.  They're  not  for  the 

While  curtailing  the 
activities  of  legal  predators , 
the  revised  rule  will  put 
some  teeth  into  short  swing 
reporting  regulations. 

protection  of  the  shareholder;  they're 
for  the  insiders.  Middle  managers 
have  the  same  access  [to  vital  inside 
information]  as  executive  officers." 

Under  prolonged  pressure  from 
groups  like  the  American  Bar  Associa- 
tion, the  SEC  will  also  exempt  the 
exercise  of  stock  options  from  short 
swing  liability.  With  this  change,  the 
purchase — for  16(b)  purposes — will 
occur  when  the  insider  acquires  the 
option,  not  when  he  exercises  it. 

While  curtailing  the  activities  of  le- 
gal predators,  the  new  regulations 
will  also  help  put  some  teeth  into 
insider  trading  rules.  They  will  im- 
pose tough  penalties  on  executives 
who  report  trades  late.  The  require- 
ment calls  for  trading  to  be  reported 
by  the  tenth  day  of  the  calendar 
month  following  the  trade.  Today  this 
provision  is  violated  by  at  least  a  third 
of  insider  traders.  To  improve  compli- 
ance, the  SEC  will  demand  that  the 
names  of -all  late  filers  be  published  in 
the  company's  annual  proxy,  along 
with  guidelines  for  helping  executives 
comply  with  the  rule.  The  sec  is  seek- 
ing legislation  that  would  allow  fines 
up  to  $100,000  for  each  late  filing. 

What  about  securities  held  by  an 
insider's  spouse  or  other  relative? 
They  will  be  treated  as  if  they  belong 
to  the  insider  if  the  relative  is  part  of 
the  insider's  immediate  family  and 
shares  the  same  household,  unless  the 
insider  can  prove  he  has  no  claim  on 
the  shares,  as  Lazarus  did. 

We  suspect  that  Levy  and  his  pals 
won't  run  out  of  opportunities.  ■ 
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INTRODUCTORY  TRIAL 

Value  Line 
for  $60 

If  no  member  of  yo;ir  household  has  had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  full-page  analyses  of  about  1 30  stocks  each 
week  for  the  next  10  weeks  for  $60. 

As  a  double  bonus  at  no  additional  charge  you  will  also  receive  the  2000- 
page  Investors  Reference  Service  (covering  1700  stocks)  and  the  72-page 
Dooklet,  "A  Subscriber's  Guide". 


We  make  this  special  offer  because  we 
have  found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  shortperiod  stay 
with  it  on  a  long-term  basis.  The  resulting 
increase  in  circulation  enables  us  to  provide 
the  service  tc  ovu"  long-term  subscribers  for  a 
lower  aimual  rate  than  would  otherwise  be 
possible. 


SPECIAL 
— Video  Cassette — 


With  yotir  Value  Line  trial  subscription  as  a 
bonus,  "A  Tested  Way  To  Win  At  Stocks  Year 
After  Year  After  Year"  (sold  separately  for 
$19.95).  Limited  Time  Offer,  while  supplies  last. 


ATESTEOWAVTO 


WIN 

AT 

STOCKS 


reMt/VTBiYtMjtnBirtM 


Money-Back  Guarantee 

You  take  no  risk  accepting  this  special  offer.  If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return  the  materials  you  have  received  within  30- 
days  for  a  full  refund  of  your  fee.  Your  subscription  to  Value  Line  may  be  tax- 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order  along  with  name, 
address  and  zip  code  together  with  this  ad  or  Credit  Card  Orders: 


"Performance  Not  Promises^''" 
S  CALL  TOLL-FREE  1-800-633-2252 

(Ext.  2655-Dept.  416M02)  For  Credit  Card  Orders  Only.  American  Express, 
MasterCard  or  Visa.  24  hrs.  a  day,  7  days  a  week. 

The  Value  Line  Investment  Survey*  •711  Third  Avenue,  n.  y.,  n.y.  10017 
Allow  4  weeks  for  delivery.  NY  residents  add  sales  tax.  Foreign  rates  upon  request. 


Source:  Don  Bowdren  Associates,  1987 
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Marketing 


Edited  by  Joshua  Levine 


The  camera  loves  Cher,  Joan  Collins  and 
Catherine  Deneuve.  The  nose,  however,  iS' 
more  particular. 

Doesn't  everyone 

want  to  smell 

like  Cher? 


CHER,  FIGURED  perfumemaker 
Michael  Stem,  had  it  all.  In 
early  1988  Cher  was  riding 
high  on  rave  reviews  for  her  role  in 
the  hit  movie  Moonstruck.  She  had  a 
chart-busting  record  album  out.  She 
displayed  her  chain-mail-clad,  well- 
sculpted  body  regularly  in  television 
commercials  for  Rally's  Health  & 
Tennis  clubs. 

In  Stem's  suite  at  the  Beverly  Hills 
Hotel,  the  brainstorm  struck.  "I  said 
to  myself,  'I  can't  believe  no  one's 
done  a  Cher  fragrance!' "  recalls 
Stem,  then  president  of  Avon's  Par- 
fums  Stem  subsidiary. 

The  night  before  the  Oscars,  Stem 
and  Cher  signed  a  deal  to  market  a 


<  nihrrinr  O'tfuv.  h-u   uuulii 
:  fletrnltr  a  grr*U  fra^tanttf 

\n  invi*iblr  rualume.  m  lymbnl 
■rUntmrni  and  kopti t«ti cation ..- 

hn'l  thai  uhat  you'll  rtptrl 
m  any  ffgranrr  *' 

Yr«.  But  at  ibc  »amr  tifflr  a 
at  fra|;ranc4>  i>  r<-voalin|t. 
onjurr*  up  ft^ntatiun*  of  nudity, 
xalu  Ihi' *kin.  Thai'*  llir 
ivirrativr  *idc  of  it. 
ffhy  a  fra^ranrr  thai  carrifM 


Rrrt 


drU- 
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Hfi»M\e  ii  »pcaka  for  me... 
rit|t«ri4'l\  when  I  rhoo«« 


NOTHlN<,    S 

More  Deneuve 
Than 


ROBINSONS 


Deneuve  hawking  her  s^ent 

An  icy  beauty  that  ctilled  buyers. 


Cher's  print  ads  were  effective 

But  her  store  promotions  dwindled. 

fragrance.  Its  name:  Uninhibited  by 
Cher.  Not  only  did  Cher  win  the  Os- 
car, but  Avon's  initial  market  re- 
search into  her  image  proved  "ex- 
traordinary," says  Stern.  Instead  of 
provoking  disapproving  clucks, 
Cher's  gossip-charged  romantic  life 
and  revealing  metallic  wardrobe  came 
across  to  consumers  as  emblems  of 
fierce  independence,  even  integrity. 
Women  admired  Cher's  pluck,  and 
men  were  turned  on  by  the  chain-mail 
look.  Hence  the  ad  slogan  when  Unin- 
hibited hit  store  shelves  in  November 
1988:  "Bottled,  but  not  contained." 

Unfortunately,  sales  for  Uninhibit- 
ed since  then  have  been  quite  con- 
tained. Parfums  Stem  sold  an  impres- 


sive $15  million  worth  of  Uninhibited 
to  retailers  in  1988,  but  1989  sales  are 
estimated  to  have  dropped  to  as  low  as 
$10  million,  and  the  fragrance  is  fad- 
ing fast.  In  early  March  Sanofi  Beauty 
Products,  which  bought  Parfums 
Stem  from  Avon  this  past  January, 
announced  it  had  put  Uninhibited  up 
for  sale. 

Why  the  big  disappointment?  First, 
Stem  and  Cher  disagreed  on  how  to 
sell  Uninhibited.  Cher  insisted  that 
the  fragrance  be  marketed  only  as  a 
"prestige  scent"  through  department 
stores.  Stem  felt  Cher's  image  had 
broader  appeal  and  argued  for  less  ex- 
clusive distribution.  Cher  won. 

Too,  Cher  traveled  tirelessly  from 
store  to  store  making  promotional  ap- 
pearances for  Uninhibited  during 
1988,  but  she  slackened  her  pace 
markedly  last  year.  In  her  case,  pro- 
motional appearances  were  clearly 
crucial.  They  created  instant  theater 
in  department  stores,  and  theater  cre- 
ated sales.  At  the  same  time,  these 
appearances  fired  up  store  employees 
to  push  Uninhibited  to  the  front  of  a 
perfume  counter  crowded  with  as 
many  as  60  or  70  other  brands. 

But  when  the  celebrity  herself  is 
absent,  only  the  image  remains,  and 
in  most  cases  image  alone  is  not 
enough  to  sell  the  product.  Stern  says 
he  explained  all  this  to  Cher.  But  stars 
are,  well,  stars.  Sighs  Stem:  "You  nev- 
er know  when  a  celebrity  is  going  to 
say,  'I've  had  enough.'  " 

In  the  $150  million  (wholesale) 
business  of  celebrity  perfumes  and  co- 
lognes, Uninhibited  by  Cher  is  the 
rule,  not  the  exception.  Joan  Collins' 
Spectacular  is  doing  poorly.  So  are 
Julio  Iglesias'  Only,  Mikhail  Barysh- 


liary'shnikor's  ML^ha  campaign 
No  pirouettes  yet. 
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Yc-Yo  Ma.  Cardmember  since  1978. 


Membership 
Has  Its  Privileges?' 


Don't  leave  home  without  it! 

Call  1-800-THE  CARD  to  apply. 


Debbie  Gibson's  record  helped  spark  Region's  Electric  Youth 

Dut^uifans  snapped  up  $15  million  worth  of  the  scent  in  hot-pink  bottles. 

nikov's  Misha  and  Herb  Alport's  Lis- 
ten— all  of  them  introduced  within 
the  past  two  years.  All  had  factory 
sales  of  less  than  $5  million  last  year, 
estimates  Kline  &  Co.'s  Carey  Ahsler. 
For  a  major  fragrance,  sales  of  $10 
million  is  considered  the  threshold 
for  success.  Perfumemakers  are  pain- 
fully learning  that  a  star  can  do  boffo 
business  at  the  box  office  and  still 
bomb  at  the  cosmetics  counter. 

The  flops  notwithstanding,  fra- 
grance companies  will  continue  to  try 
to  translate  celebrity  images  into 
pleasing  aromas.  Doing  so,  after  all,  is 
not  a  bad  business  gamble.  Develop- 
ing and  launching  the  scent  itself  may 
cost  as  much  as  $10  million,  but  pre- 
tax margins  on  a  successful  line  like 
Passion  can  run  as  high  as  20%,  even 
when  the  associated  celebrity  is  tak- 
ing the  customary  3%  to  5%  of 
wholesale  revenues  as  royalty. 

The  risky  part,  of  course,  is  that  a 
fragrance  usually  needs  at  least  two 
years  of  strong  sales  to  become  profit- 
able because  of  heavy,  upfront  mar- 
keting expenses.  "You've  got  to  make 
all  your  noise  up  front,  because  with  a 
celebrity  fragrance,  you  don't  get  a 
second  chance,"  says  Barbara  Gyde, 
executive  vice  president  'or  market- 
ing at  Sanofi  Beauty  Produc;,; 

The  point  of  hooking  up  with  a  ce- 
lebrity is  to  get  instant  recognition  in 
a  market  where  hundreds  of  brands 
are  clamoring  for  attention.  "I  could 
never  have  afforded  the  millions  of 
dollars'  worth  of  press  we  got  from 
Baryshnikov,"  says  Richard  Barrie, 
whose  Richard  Barrie  Fragrances  mar- 
kets Misha. 

Beyond  simple  awareness,  a  clebri- 


I.iz  Taylor's  smcLsh  hit  I'cLssion 

She  evokes  both  awe  and.  empathy. 

ty  fragrance  gets  a  built-in  image 
based  on  a  star's  perceived  personal- 
ity, saving  a  marketer  the  trouble  of 
creating  an  image  from  scratch. 

That's  great  when  it  works,  as  in 
the  case  of  Elizabeth  Taylor's  Passion 
perfume.  Passion  and  a  spinoff,  Pas- 
sion for  Men,  generated  factory  sales 
of  some  $65  million  last  year. 

Why  has  Liz  Taylor  been  able  to  sell 
perfume  so  well,  while  Cher,  Joan, 
Julio  and  Catherine  have  not?  Per- 
fume is  an  intimate  purchase,  much 
m  >re  so  than  salad  dressing,  say,  or 
even  golf  clubs.  In  marketing  such  an 
intimate  item,  image  is  critical. 

According  to  Michael  Horowitz, 
who    oversaw     Passion    at     Chcsc- 


brough-Pond's  and  is  now  an  industry 
consultant,  research  showed  that 
Elizabeth  Taylor  somehow  manages 
to  evoke  both  awe  and  empathy  in  an 
audience  unbounded  by  age,  sex  or 
income.  Taylor's  struggles  with 
weight  control,  substance  abuse  and 
men,  says  Horowitz,  "made  Liz  more 
approachable.  Women  figured,  if  Liz 
<  can  get  control  of  her  life,  why  can't  I? 
That  forged  a  very  strong  bond." 

But  the  converse  is  also  true.  Hand- 
cuff a  perfume  to  the  wrong — for 
whatever  complex,  subliminal  rea- 
sons— image,  and  the  whole  cam- 
paign stalls.  Not  every  woman  wants 
to  associate  the  way  that  she  smells 
with  a  chain-mailed  actress  or  a  male 
ballet  star. 

Or  even  with  a  beautiful  blond. 
Avon  Products  licensed  French  ac- 
tress Catherine  Deneuve's  name  for 
the  scent  and  introduced  it  in  stores 
in  1987.  The  product  hasn't  taken  off. 
Avon  should  have  known  better. 
Chesebrough-Pond's  tested  the  idea  of 
a  Deneuve  fragrance  several  years  ago 
and  rejected  it,  on  the  grounds  that 
Deneuve's  icy  beauty  came  across  to 
many  women  as  just  plain  chilly. 
Avon  has  never  made  a  dime  on  Den- 
euve, proving  Chesebrough's  market 
researchers  right.  Despite  her  stun- 
ning beauty  and  acting  abilities,  Den- 
euve's image  apparently  was  not  right 
for  a  perfume. 

When  the  image  works,  an  audi- 
ence for  a  celebrity  fragrance  can  be 
found  in  surprising  places.  Consider 
Revlon's  Electric  Youth.  It  trades  on 
the  platinum-record-selling  populari- 
ty of  pretty,  squeaky-clean  teenage 
pop  singer  Debbie  Gibson.  Revlon 
aimed  Electric  Youth  at  the  same 
teenage  girls  who  bought  some  4  mil- 
lion copies  of  Gibson's  album  Hlcctric 
Youth  last  year.  Her  giggly  fans,  identi- 
fying strongly  with  Debbie,  dutifully 
snapped  up  $15  million  worth  of  the 
cheap  scent,  which  sells  for  $8.50  in 
hot-pink  half-ounce  bottles  and 
smells  a  lot  like  strawberry  jell-o. 

Debbie  Gibson's  fame  doesn't  ap- 
proach Cher's,  but  that  doesn't  bother 
Revlon  one  bit.  "If  everyone  who 
bought  the  album  bought  the  per- 
fume, we'd  be  in  pretty  good  shape," 
says  Arnold  Zimmerman,  president  of 
Revlon  Classic  Cosmetics  &.  Fra- 
grances Group. 

Who's  next?  Elvis  Presley  may  be 
one  of  the  few  celebrities  who  inspires 
as  much  devotion  as  Liz  Taylor.  Sure, 
he's  dead,  but  that  won't  stop  Frances 
Dcnncy  Inc.  from  bringing  out  an  El- 
vis scent  in  1991.  The  product  is  as 
yet  unnamed,  and  the  company  wel- 
comes suggestions.  Blue  suede,  per- 
haps? Hound  dog?— |.L. 
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Seatbelts  save  lives.  Don't  drink  and  drive. 


©1990  Volkswagen. 


If  YOU'RE  Ever  In 
An  Accident  Which  Car 
Would  You  Rather  Be  In? 


Fatality  rate  per  1 0,  OOO  registered  passenger  cars. 


TOP  5  CARS 

^-Door  Models  —  Small 

Volksv\/agen  Jet:t;a  1.1 

Mazda  B2B 1.5 

Toyota  Corolla 1 .  B 

Honda  Civic 1 .  "7 

Fond  Escort 1 .  B 

Worst  rated  car ■4. 1 


Jetta  vs.  Selected 
Larger  Cars 

Volksv\/agen  Jet:t:a  1.1 

Volvo  2-40 1.2 

Cadillac  Brougham 1.4 

Honda  Accord 1.5 

Nissan  Maxima 2. 0 

Worst  rated  car  overall 5.  i 


Source:  Insurance  Institute  for  Highway  Safety  Status  Report,  November  25,  1989,  Study  conducted  on  1985- 1987  model  year  vefiicles. 


IT'S  No  Accident 


In  a  recent  report,  the  Insurance 
Institute  for  Highway  Safety  revealed 
that  among  small  four-door  cars,  the 
Volkswagen  Jetta  had  the  lowest 
fatality  rate  per  10,000  cars 
registered. 

Of  the  103  cars  in  the  report,  only 
three  rated  lower  than  the 
Volkswagen  Jetta.  In  fact,  the  Jetta 
ranked  even  better  than  larger  family 
cars  such  as  the  Volvo  240,  the 
Cadillac  Brougham,  the  Honda 


Accord,  and  the  Nissan  Maxima, 
as  well  as  the  Chevrolet  Astro  Van 
and  Caprice  Wagon.  And  the  list 
goes  on. 

The  reason  is  simple.  Engineering. 
Before  you  ever  hit  the  road,  your 
Volkswagen  is  designed  with 
hundreds  of  engineering  details  such 
as  front  and  rear  crumple  zones, 
one-piece  front-door  windows,  and  a 
special  safety  cell  construction. 

Once  you're  on  the  road,  you'll 


find  your  Volkswagen's  suspension, 
steering  and  responsive  handling  not 
only  enhance  your  driving  pleasure, 
they  help  keep  you  in  control. 

It's  this  security,  engineered  into  the 
car,  that  adds  to  the  gratifying 
experience  of  driving  a  Volkswagen. 
An  experience  we  call  Fahrvergnugen. 

For  more  information  write  to  the 
Insurance  Institute  for  Highway  Safety 
and  ask  for  Status  Report,  Vol.  24. 
No.  11. 


Fahrvergnugen.  Irs  What  Makes  A  Car  A  Volkswagen. 


Peter  Munk  flopped  in  bis  very  first  deal,  '^tJ^.^^l^L"^^^^^^ 
but  he  went  on  to  become,  first,  a  hotel  p^pj  now  has  20  million  ounces  of 

,  11'.  1    gold  reserves,  giving  it  one  of  the  larg- 

mapnate  and,  now,  a  gold  mining  and  est  holdings  in  North  America. 

.,  r-      •  j_-        'jr-  •  TT    ^  The  great  bulk  of  Barrick's  gold  lies 

Oil  refining  centimillionaire.   Hes  your  m  the  coidstnke  property  us  miiuon 

ounces)  in  Elko  and  Eureka  counties, 
Nev.  American  Barrick  bought  the 
Goldstrike  mine  in  1987,  paying  a 
seemingly  rich  $70  million  for  a  prop- 
erty with  only  a  half-million  ounces 
or  so  of  proven  reserves.  Today,  after  a 
major  gold  find,  the  property  is  worth 
between  $2  billion  and  $3  billion.  By 
1992  Goldstrike  plans  to  quintuple  its 
output  to  1  million  ounces,  making  it 
North  America's  second-largest  pro- 
ducer after  Newmont  Mining. 

Munk  controls  Barrick  through 
NYSE-traded  Horsham,  which  owns  a 
22.4%  stake  in  American  Barrick. 
Horsham  shares  were  recently  trading 
at  9^A.  But  analysts  say  Horsham 
could  be  worth  far  more. 

Horsham  is  not  a  pure  gold  play, 


quintessential  entrepreneur. 

If  at  first  you 
don't  succeed 


•  •  • 


By  Howard  Rudnitsky 


AUDIENCES  AT  gold  confcrcnces 
are  held  spellbound  when  Peter 
b  Munk  speaks  on  the  future  of 
gold  and  gold  mining.  Last  month 
Munk  told  a  group  of  institutional 
investors  he  had  been  rather  bearish 
on  gold  until  quite  recently.  Now  he 
is  bullish.  Why?  Well,  the  overthrow 
of  communism  in  Eastern  Europe  is 
likely  to  trigger  financial  instability 
and  higher  consumer  demand  there 
and  elsewhere,  he  opined,  and  this 
will  eventually  lead  to  higher  infla- 
tion— gold  being  the  ultimate  infla- 
tion hedge. 

Munk  turned  next  to  South  Africa. 
Black  leader  Nelson  Mandela  has 
called  for  the  nationalization  of  his 
country's  mining  industry.  Whether 
or  not  South  African  mines  are  na- 
tionalized, with  black  power  increas- 
ing, Munk  sees  the  mines  possibly 
encountering  higher  labor  costs  over 
the  next  few  years,  and  perhaps  work 
stoppages.  That  could  add  to  gold's 
already  high  mining  cost  and  reduce 
the  supply  of  gold  coming  to  market: 
"The  political  upheavals  and  changes 
in  the  past  few  months  have  been 
breathtaking  and  largely  unanticipat- 
ed. That's  why  gold  prices  have  re- 
bounded from  a  low  of  about  $355  an 
ounce  in  1989  to  about  $400  today." 

As  a  speaker,  the  urbane,  62-year- 
old  Hungarian-born  Munk  is  brilliant, 
but  that's  not  the  only  reason  inves- 
tors listen  to  him  so  intently.  Moving 
into  gold  mining  in  the  mid-1980s, 
Munk  caught  the  yellow  metal  when 
it  was  rebounding  and,  with  luck, 
timing  and  an  almost  incredible  abili- 
ty to  raise  money,  made  himself  one 
of  the  world's  leading  independent 
gold  miners. 

Among  other  things,  he  is  chairman 
of  and,  through  Horsham  Corp.,  con- 


trols American  Barrick  Resources 
(1989  revenues,  $206  million),  whose 
New  York  Stock  Exchange-traded 
shares  have  doubled  in  price  to  18 
since  early  last  year.  American  Bar- 


[lorsbam  Corp.  Chairman  I'ctcr  Munk 

His  forte:  buying  valuable  assets  on  the  cheap. 
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TTie  unique  properties  of  a  Masterpiece  replacement  insurance  policy  from  Chubb  are 
perhaps  best  appreciated  by  those  who  own  unique  properties.  When  a  Chubb  appraiser  provides 
your  home  with  a  complimentary  inspection,  fine  architectural  and  construction  details  are 
carefully  noted,  creating  a  valuable  record.  You're  advised  on  how  to  minimize  the  chance  of  a 
loss.  And  you  get  an  expert,  detailed  estimate  of  your  true  insurance  needs.  i ^ — ^ 

After  all,  the  essence  of  a  replacement  policy  from  Chubb  is  the  promise         f       ^ 

to  replace  your  home  with  your  home,  even  if  it  really  is  a  castle.  Ask  your  agent  or  I         ^ 

broker  about  Chubb,  or  call  800-922-0533.  ~  I ^^^=Z\ 

OHUBB 

t.luihh  Ciroiip  ol  Insurance  (  Aunpantcs  is  pruuJ  tn  participiUc  in  "American  riayhouse'.'  Watch  tor  It  on  PBS. 
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and  that  is  part  of  Munk's  shrewd- 
ness. Knowing  gold  share  prices  can 
go  dovt^n  as  well  as  up,  Munk  a  few 
years  ago  decided  to  diversify  and 
build  a  sizable  source  of  income.  He 
was  looking  for  an  established  compa- 
ny in  an  out-of-favor  industry,  one 
that  would  throw  off  cash. 

In  1988  he  found  a  winner:  Clark 
Oil  &  Refining,  a  unit  of  St.  Louis- 
based  Apex  Oil  Co.  Clark  had  two  oil 
refineries  and  950  gas  stations  in  the 
Midwest;  its  1988  revenues  were  $1.5 
billion. 

Why  was  Clark  available  at  a  bar- 
gain price?  Oil  refining  margins  were 
depressed  and  Apex  Oil  was  mired  in 
acrimonious  bankruptcy  proceedings. 
Apex  founder  Paul  (Tony)  Novelly 
lost  a  bundle  speculating  in  oil  futures 
(see  box,  p.  150). 

Munk  teamed  up  with  Chicago  real 
estate  investor  Sam  Zell  to  pry  Clark 
loose  from  Apex.  After  months  of  dif- 
ficult negotiations,  Horsham  acquired 
a  60%  stake  in  Clark  Oil  for  $18  mil- 
lion in  cash.  For  his  efforts  Zell  later 
acquired  a  6%  Horsham  stake  for 
about  $20  million. 

Munk's  timing  in  oil  refining  was 
as  good  as  his  timing  in  gold.  As  Hor- 
sham took  control  of  Clark  Oil  in  late 
1988,  refinery  margins  had  rebounded 
from  break-even  to  about  $3.50  a  bar- 
rel. Also,  Horsham  put  an  experi- 
enced chief  executive  officer  in  place, 
and  Clark's  net  income  more  than 
doubled  last  year,  to  $55  million.  This 
year  analysts  think  Clark's  earnings 
could  hit  $75  million.  What's  more, 
Clark  has  built  up  a  $1 10  million  cash 
hoard,  expected  to  grow  to  $160  mil- 
lion this  year.  The  company  has  man- 
aged to  whittle  long-term  debt  down 
by  10%,  to  $300  million. 

Gold  and  oil.  From  this  one  might 
be  tempted  to  think  that  Peter  Munk 
is  a  geologist.  Not  at  all.  Munk  is  an 
electrical  engineer  by  training  but  an 
entrepreneur  by  nature.  He  came  to 
Canada  in  his  mid-teens,  the  son  of 
Hungarian  refugees  from  Hitler  who 
fled  to  Switzerland  during  the  war. 

Back  in  1956,  just  a  few  years  out  of 
the  University  of  Toronto,  he  and  a 
classmate,  David  Gilmour,  were  cast- 
ing around  for  a  business  to  start.  Ste- 
reo sound  was  hot  at  the  time  and 
Munk  knew  electrical  engineering. 
Why  not  manufacture  stereo  sets? 

Munk  and  Gilmour  started  a  con- 
sumer stereo  equipment  maker — 
Clairtone  Sound.  The  silver-tongued 
Munk  put  his  money  raising  ability  to 
work  getting  venture  capital.  Munk 
and  Gilmour  showed  a  real  flair  for 
promotion,  boasting  in  advertise- 
menrs,  for  example,  that  Frank  Sina- 
tra owned  a  $700  Clairtone  stereo. 


They  heard  from  a  government  rep- 
resentative that  Nova  Scotia  was  of- 
fering cheap  financing  for  anyone  able 
to  bring  jobs  to  that  depressed  prov- 
ince. They  jumped  at  the  chance  to 
build  a  large  $9  million  plant. 

Then  they  decided  to  build  color 
TVS  and  ran  into  production  problems. 
Dependent  on  the  local  government 
"^  for  financing,  Munk  found  it  difficult 
to  deal  with  unions  and  to  fire  people 
since  the  government  was  involved. 
The  company  started  to  lose  millions 
of  dollars.  In  1968  the  government 
converted  its  bond  holdings  into  a  ma- 
jority stock  position  and  forced  Munk 
and  Gilmour  aside. 

But  they  were  lucky.  Upon  leaving 


Clark  Oil  ,i>cL'i  stcHion 
High-octane  profits. 


they  sold  their  own  and  their  backers' 
shares  for  under  $500,000,  far  more 
than  they  had  invested.  By  1972  the 
company  was  out  of  business,  and 
some  shareholders  lost  money. 

That  Munk  and  Gilmour  got  out 
with  their  skins  resulted  in  some  bit- 
terness and  bad  publicity. 

The  two  partners  moved  abroad. 
What  to  do?  They  figured  that  travel 
would  boom  in  the  South  Pacific,  so 
there  would  be  a  growing  demand  for 
hotel  rooms.  They  formed  Southern 
Pacific  Properties  and  later  acquired 
Travel  Lodge  of  Australia,  Ltd.  In 
1974  rising  oil  prices  led  to  a  drop  in 
travel.  Concerned  that  the  falloff  in 
Pacific  travel  would  persist,  Munk 
and  Gilmour  decided  to  go  where  oil 
was:  the  Middle  East.  They  formed  a 
partnership  with  Egypt  to  build  a  lux- 
ury resort  close  by  the  Pyramids.  Sub- 
sequently    the     government     asked 
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Michael  Abramson/VC'cxxlfin  Camp 


Chicago  investor  Sam  Zell 
He  helped,  clinch  the  deal. 


them  to  put  up  $20  million.  That's 
when  they  found  arms  dealer  Adnan 
Khashoggi,  then  riding  high,  who  put 
$12  million  into  the  hotel  company. 
A  few  years  later,  under  intense  politi- 
cal pressure,  the  Egyptians  canceled 
the  controversial  project  after  $9  mil- 
lion had  been  spent. 

Fortunately,  by  1980  the  South  Pa- 
cific hotels  prospered  again.  In-  1981*^ 
Munk  and  his  fellow  investors  sold 
the  chain  of  over  50  hotels  for  $100 
million  profit,  with  Khashoggi  net- 
ting $50  million. 

Did  Munk  sell  too  early?  Perhaps. 
The  travel  and  hotel  business  contin- 
ues to  boom  in  the  South  Pacific.  But 
Munk  says  he  was  already  spread  thin 
operating  over  so  vast  a  territory,  and 
he  was  getting  tired  of  seeing  the  in- 


sides  of  airports.  Besides,  he  and  Gil- 
mour  wanted  to  go  home. 

It  was  1981  and  the  oil  business  was 
still  booming.  Back  in  Toronto  with  a 
multimillion-dollar  nest  egg,  Munk 
and  Gilmour  began  dabbling  in  oil 
exploration  when  the  market  was 
close  to  cresting.  Luck  saved  them 
this  time.  The  market  crashed  before 
they  had  gotten  in  too  deep.  Then,  in 
1983,  Munk  discovered  gold. 

Two  flops — stereo  and  oil  explora- 
tion. Three  big  successes — hotels, 
gold  and  now  oil  refining.  That's  what 
being  an  entrepreneur  is  all  about: 
Keep  trying,  and  when  you  hit  big,  go 
with  it.  Adding  it  all  up,  Peter  Munk 
comes  out  with  a  net  worth  approach- 
ing $100  million.  If  he's  right  about 
gold,  there  will  be  a  lot  more.  ■ 


"ril  break  your  ankle" 


It's  apparent  that  oil  trader  Tony  Novelly,  46,  never 
read  How  to  Win  Friends  and  Influence  People.  At  a 
critical  meeting  with  his  bank  creditors,  Novelly 
jumped  up,  made  an  obscene  gesture  and  walked  out. 
Not  a  tactful  way  to  treat  creditors  when  you  owe  them 
nearly  $600  million.  Soon  after,  the  banks  started  fore- 
closure proceedings  against  his  company.  Apex  Oil. 
Novelly  beat  them  to  the  punch,  filing  for  bankruptcy  a 
day  before  Christmas. 

In  the  end,  Novelly  outfoxed  the  banks.  In  the  1970s 
and  early  1980s  he  would  borrow  heavily  from  the 
banks  and  take  long  positions  on  oil  futures.  He  earned 
huge  profits  while  oil  prices  were  skyrocketing,  and  the 
banks  got  a  pretty  good  interest  rate. 

But  when  oil  prices  started  their  long  plunge  after 
1983,  profits  turned  to  big  losses.  The  banks  pressed 
him  to  sell  assets.  By  late  1987  they  had  lost  their 
patience  and  called  his  oil  trading  loans.  That  resulted 
in  a  $100  million  loss  for  Apex,  and  the  company  lost 
another  $100  million  on  the  shrinking  value  of  its  oil 
inventories. 

Yet  Novelly,  a  tough  St.  Louis  native  who  started 
with  virtually  nothing,  now  has  the  last  laugh. 

Some  Apex  assets  were  sold  off  in  bankruptcy  court 
in  1988,  but  Novelly  and  his  partner,  Sam  Goldstein, 
walked  away  with  40%  of  Apex'  valuable  Clark  Oil 
refining  operation.  How  did  they  manage  it? 

Novelly  set  tough  conditions  for  creditors  and  would- 
be  buyers  like  Getty  Petroleum,  Marc  Rich  and  oilman 
Marvin  Davis.  When  the  banks  urged  him  to  sell  assets, 
Novelly  would  spin  yams  about  Middle  East  investors 
coming  to  his  rescue.  The  bankers  came  to  call  this  ruse 
"Tony's  Sheik  of  the  Week." 

Apex  might  still  be  mired  in  bankruptcy  if  it  weren't 
for  Chicago  bargain  hunter  Sam  Zell.  Zell  had  credibil- 
ity with  the  banks.  For  getting  personally  involved  in 
the  negotiations  and  reassuring  the  banks  that  Novelly 
would  not  wind  up  controlling  Clark,  Zell  obtained  the 
right  to  buy  a  6%  stake  in  Horsham  (see  story,  p.  146)  for 
some  $20  million.  With  Horsham's  equity  thus  in- 
creased and  with  Zell  on  the  scene,  the  banks  okayed 
the  deal.  They  took  a  haircut  on  their  loans,  and  Novel- 


Si  Louis  F»im  Dispalch 


Apex  Oil  founder  Paul  (Tony)  Novelly 
Reaping  the  fruits  of  bankruptcy. 


ly  kept  an  equity  interest. 

Zell  made  out  well:  He's  already  doubled  his  money. 

But  the  big  winners  were  Novelly  and  Goldstein. 
Besides  getting  40%  of  Clark,  they  ended  up  with  a 
piece  of  the  other  60%,  too.  They  own  about  8%  of 
Horsham,  a  stake  now  worth  over  $60  million. 

Getting  Novelly  to  mind  his  manners  in  creditor 
negotiations  was  no  easy  task.  Before  a  particularly 
important  session  Zell  and  Horsham  chief  Peter  Munk 
told  Novelly  to  say  only  one  word  when  asked:  Yes. 
Says  a  participant:  "Zell  wrapped  his  leg  around  Novcl- 
ly's  at  the  appropriate  time  and  whispered,  'If  you  say 
anything  but  yes,  I'll  break  your  ankle.'  "  Novelly, 
uncharacteristically,  kept  quiet. 

Apex  itself,  with  Novelly  and  Goldstein  the  majority 
owners,  will  emerge  from  bankruptcy  court  this  month. 
It  will  own  a  sizable  trading  operation,  plus  oil  tankers, 
oil  storage  facilities  and  river  barges.  Apex  will  also 
have  at  least  $35  million  in  cash  for  operations  and  loan 
repayments,  not  to  mention  estimated  annual  revenues 
of  about  $500  million. 

What  about  the  creditors?  The  secured  group  got  back 
72  cents  on  the  dollar,  and  the  unsecured  group  may  get 
up  to  80  cents — but  it  could  take  ten  years.— H.R. 
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Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 

our  over  5  million  copiers  produced  worldwide  prove  it. 


THE  CHOICE  IS  CANON 


For  more  information  call  toll  free1-800-OK  CANON.  Or  write  Canon  USA,  Inc..  PO  Box  3900.  Peoria.  IL  61614 


1989  "Manufacturer  of  the  YIear 

■  1  Dv  National  Oflice  Machine  Dealers  Association 
■"on  USA  Inc  for  outstanding  dealer  support 
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Tiny  Singapore,  population  2.6  million,  is 
home  to  one  of  the  world's  biggest  and  best 
airlines.  Whafs  the  carrier's  secret? 

The  prime  minister 

is  a  demanding 

sharehcrider 


By  Andrew  Tanzer 


TJravelers  love  Singapore  Air- 
lines Ltd.,  the  city-state's  flag 
carrier.  For  more  than  a  decade  it 
has  ranked  near  the  top  of  nearly  ev- 
ery survey  of  passengers'  and  travel 
agents'  favorite  airlines,  "sia  is  doing 
everything  an  airline  should  be  do- 
ing— providing  high  service  levels  at 
low  cost/'  comments  John  Fleming, 
an  aviation  consultant  at  sri  Interna- 
tional, the  consulting  firm. 

The  combination  is  immensely 
profitable.  In  the  fiscal  year  ending  in 
March,  Merrill  Lynch  estimates  sia 
will  net  $675  million  on  sales  of  $2.8 
billion,  an  incredible  24%  aftertax 
margin.  This  compares  with  a  3.5% 
margin  at  ual,  5.2%  at  amr  and  5.9% 
at  Delta. 

Singapore  Airlines'  balance  sheet  is 
as  pretty  as  its  planes:  It  has  a  long- 
term  debt  of  just  $350  million  and  an 
annual  operating  cash  flow  of  over  $1 
billion,  sufficient  to  finance  an  ambi- 
tious expansion  program. 

sia  is  superbly  placed  to  benefit 
from  the  travel  boom  in  the  Asia- 
Pacific  region,  where  both  passenger 
and  air  cargo  traffic  are  expanding  by 
over  10%  a  year.  A  growing  middle 
class,  strong  economies  and  curren- 
cies and  an  expanding  tourism  indus- 
try have  made  the  rcpion  the  fastest- 
growing  aviation  market  in  the  world. 

SIA  flies  to  57  cities  in  37  countries 
in  North  America  (out  of  Los  Angeles, 
San  Francisco,  Honolulu  and  Vancou- 
ver) and  Europe,  Asia  and  Australia.  It 
captures  the  passenger  by  offering  su- 
perb in-flight  scivice,  brilliantly  mar- 
keted. The  message  is  indelibly  con- 
veyed by  the  airline's  worldwide  Sin- 
gapore Girl  advertising  campaign. 
Conceived  in  1972,  the  year  the  air- 
line was  bom,  the  ads,  richly  photo- 
graphed in  soft  focus,  invariably  show 


beautiful,  gently  smiling  steward- 
esses in  figure-hugging  sarongs,  with 
voice-overs  like  "You  have  that  touch 
of  magic."  The  stewardesses  are  re- 
nowned for  their  beauty,  gracefulness 
and  grooming  (the  airline  faces  no 
union  or  legal  problems  in  keeping  its 
stewardesses  young  and  beautiful). 
Sexist?  Maybe,  but  it  works. 

It  helps  that  sia  keeps  its  promise  of 
superior  service  with  a  feminine 
touch.  "People  in  the  East  do  not  find 
it  demeaning  to  provide  good  ser- 
vice," says  Cheong  Choong  Kong,  the 
airline's  managing  director. 

Since  airlines  offer  basically  the 
same  planes,  fares  and  routes,  sia  fo- 
cused on  passenger  service  from  its 
early  days  to  differentiate  itself.  The 
service  comes  at  relatively  low  cost: 
sia's  cabin  crew  wages  are  half  those 
for  U.S.  and  European  international 
carriers.  The  airline  uses  cabin  crews 
of  19  on  long-haul  flights,  compared 
with  16  by  U.S.  carriers. 

Because  of  its  size  and  status  in 
Singapore — sia  generates  4.5%  of  the 
newly  mdustrializing  country's  gross 


Looking  for  more  synergy. 


Singapore  Air  tail  insiiinia 

The  balance  sheet  is  pretty,  too. 

domestic  profit — the  airline  is  able  to 
pick  from  a  large  pool  of  quality  job 
applicants.  Employees  arc  rewarded 
with  an  extensive  profit-sharing  pro- 
gram and,  by  local  standards,  attrac- 
tive wages  and  benefits. 

Cabin  crew  (40%  are  male,  though 
you  wouldn't  know  it  from  the  ads) 
are  sent  through  a  rigorous  three- 
month  training  program  and  retrained 
every  two  years.  They  arc  taught 
skills  like  speech,  reading  body  lan- 
guage and  appreciating  cultural  differ- 
ences among  passengers.  The  cabin 
crew  are  taught  tricks  such  as  memo- 
rizing passengers'  names,  in  both  first 
and  business  class,  and  discerning 
which  passengers  want  to  be  talked  to 
and  which  left  alone.  "We  want  our 
crew  to  anticipate  what  passengers 
want  before  they  ask  for  it,"  explains 
Michael  Tan,  sia's  deputy  managing 
director.  "The  girls  arc  extremely 
well  trained;  they  smile  a  lot  and  are 
very  helpful,"  comments  Wayne  Lau, 
director  of  regional  special  products  at 
Peregrine  Securities  and  a  frequent  fli- 
er on  SIA. 

For  first-class  passengers,  there's  al- 
ways a  choice  of  four  entrees  (three  for 
business  class)  and  not  ordinary 
champagne  but  Horn  Pcrignon. 
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Stewardess  candidates  at  the  airline's  training  school 

No  union  or  legal  problems  keep  themfrotn  being  young  and  beautiful. 


With  the  cash  flow  gushing  in,  sia 
spends  freely  on  equipment.  It  main- 
tains a  technologically  advanced  fleet 
of  aircraft.  With  an  average  aircraft 
age  of  4.6  years,  the  airline  maintains 
the  youngest  fleet  in  the  world.  New 
aircraft  reduce  maintenance  and  fuel 
costs  and  are  seen  by  passengers  as 
safer,  more  punctual  and  more  com- 
fortable. SIA  was,  for  example,  the 
first  Asian  carrier  to  fly  Boeing's  new 
long-range,  410-passenger,  747-400 
aircraft.  The  plane  makes  possible 
long-haul,  nonstop  flights  from  Singa- 
pore to  LondoT^  riiid  San  Francisco  to 
Hong  Kong,  which  attract  high-yield 
business 'passengers.  In  January  the 
airline  ahnounced  a  jumbo  $8.6  bil- 
hon  order  for  30  of  the  747-400s  and 
20  of  McDonnell  Douglas'  new  long- 
haul  MD-lls,  to  be  delivered  from 
1994  to  1999;  SIA  will  take  delivery  of 
20  of  the  $165-million-a-copy  (includ- 
ing spare  parts)  747-400s  before  then. 

The  airline  will  need  the  capacity. 
Last  year  the  average  passenger  load 
factor  reached  an  industry-high  79% . 
This  figure  is  a  bit  above  the  75% 
level  considered  optimum,  but  that's 
a  problem  other  airlines  wouldn't 
mind  having. 

Now  the  airline  is  spreading  its 


wings  further  with  a  global  alliance 
formed  late  last  year  with  Delta  and 
Swissair,  which  share  sia's  conserva- 
tive management  and  attention  to 
service  and  quality.  The  three  airlines 
'will  mesh  routes  and  schedules  and 
share  ground  facilities.  The  tie-up, 
which  is  cemented  by  cross-share- 
holding among  the  three  carriers,  will 
mean  sia  can  feed  Asian  passengers 
into  Delta's  massive  U.S.  domestic 
network,  or  bring  passengers  to  Swiss- 
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Singapore's  Changi  Airport 
Asian  travel  is  booming. 


air's  transatlantic  flights.  "Three 
times  one  is  more  than  three,"  says 
Cheong.  "That's  synergy  for  you." 

Who  owns  this  well-functioning 
money  machine?  The  Singapore  gov- 
ernment is  the  majority  shareholder, 
with  54%  (foreign  shareholding  is 
currently  restricted  to  27%,  with  Del- 
ta the  largest  outside  institutional 
holder  at  2.8%).  A  triumph  of  social- 
ism? Hardly.  The  Singapore  govern- 
ment had  the  good  sense  to  let  the 
company  be  run  like  a  profit-oriented 
private  firm,  rather  than  a  state-run 
bureaucracy.  The  government  staffed 
it  with  top  talent  from  the  beginning: 
J.Y.  Pillay,  one  of  Pri  ne  Minister  Lee 
Kuan  Yew's  favorite  technocrats,  has 
been  chairman  since  1972,  but 
Cheong,  the  managing  director,  runs 
it  on  a  daily  basis. 

But  SIA  is  far  more  than  just  the 
biggest  company  in  the  island  repub- 
lic, accounting  for  12%  of  the  local 
stock  market's  capitalization.  Prime 
Minister  Lee  grasped  very  early  on 
that  the  airline  could  serve  as  a  mar- 
keting surrogate  for  the  entire  coun- 
try, projecting  an  image  of  a  modem, 
efficient,  financially  sound,  quality- 
oriented  country — in  short,  a  Switzer- 
land of  Asia.  It  works.  ■ 
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Compfiters/ 
Comniiinications 


The  'massively  parallel  computer  was  an, 
ivory  tower  dream  for  almost  two  decades. 
Now  companies  like  little  NCube  have 
commeixial  versions. 

Chain  gang 
computing 


By  Kathleen  K.  Winner 

RECENTLY  the  President's  Office 
of  Science  &.  Technology  Poli- 
cy listed  20  problems  it  called 
"the  grand  challenges  of  science." 
Among  them:  climate  prediction,  un- 
locking the  human  genetic  code,  pro- 
jecting changes  in  the  ocean,  and  us- 
ing computer  simulations  to  create 
breakthrough  drugs.  What  these  prob- 
lems have  in  common  is  a  need  for 
computers  a  thousand  times  more 
powerful  than  anything  built  today — 
that  is,  computers  that  could  perform 
1  trillion  operations  per  second. " 

The  commercial  world  has  its  chal- 
lenges, too.  An  integrated  circuit  with 
millions  of  transistors  is  unimagin- 
ably complicated.  Designing  one  de- 
mands a  supercomputer.  Image  pro- 
cessing and  object  recognition,  speech 
recognition,  content-sensitive  text  re- 
trieval— all  these  problems  require 
massive  amounts  of  computer  power 
at  a  reasonable  price.  It  won't  do  to 
create  a  program  to  recognize  speech 
and  take  dictation  if  it  calls  for  a  $20 
million  Cray  supercomputer;  the  de- 
vice would  not  be  competitive  with  a 
secretary. 

The  requisite  leaps  in  cost-effective 
computer  power  can  only  be 
achieved,  say  a  group  of  esteemed 
computer  scientists,  by  changing  the 
way  in  which  computers  have  worked 
for  the  last  40  years.  The  old  way, 
called  the  von  Neumann  architecture 
(after  a  famous  mathematician),  has 
the  computer  executing  one  instruc- 
tion at  a  time.  Cray,  and  the  pack  of 


Japanese  companies  chasing  Cray's 
supercomputer  market,  still  rely 
largely  on  this  traditional  computer 
design. 

There  are  variations  on  this  theme. 
Crays,  for  instance,  can  apply  one  in- 
struction— say,  to  double  a  number — 
to  an  entire  column  of  numbers  at 
once.  Also,  the  most  recent  Cray  su- 
percomputers have  up  to  eight  proces- 
sors working  in  tandem.  But  they  are, 
at  heart,  von  Neumann  machines. 
The  "fastest  computer  in  the  world" 
that  NEC  announced  a  year  ago  has 
four  processors — allowing  it  to  handle 
four  tasks  simultaneously — that  are 
very  fast.  But  it  is  still  pretty  close  to  a 
von  Neumann  machine. 

The  other  way  to  build  a  computer 
is  called  massive  parallelism.  Instead 
of  one  or  two  or  eight  processors  to 
tackle  problems,  you  have  hundreds, 
thousands,  or  tens  of  thousands.  After 
all,  the  way  much  of  the  world  works 
is  in  parallel.  In  an  office,  problems 
are  divided  up  among  many  workers 
and  then  their  work  is  brought  togeth- 
er in  a  final  report.  The  brain  works 
this  way  as  well.  Parallelism  explains 
why,  even  though  neurons  in  the 
brain  are  many  times  slower  than  a 
computer's  transistors,  the  brain  is  so 
much  faster  than  a  computer  at  such 
tasks  as  image  processing.  At  the  task 
of  recognizing  a  face,  a  baby  can  run 
circles  around  any  Cray  supercom- 
puter. Wishful  scientists  have  for 
years  been  saying  that  computers, 
which,  after  all,  were  once  called 
"electronic  brains,"  should  become 
more  brainlike. 


But  for  years  the  builders  of  parallel 
computers  failed.  The  University  of 
Illinois'  Illiac  IV,  which  was  installed 
at  a  National  Aeronautics  &  Space 
Administration  research  lab  in  the 
early  1970s,  had  64  processors  wired 
together.  It  was  immensely  compli- 
cated, with  a  million  components, 
any  one  of  which  could  fail  and  bring 
the  entire  machine  down  with  it.  Il- 
liac IV's  mean  time  between  break- 
downs was  less  than  two  hours,  mak- 
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Stephen  Cblley,  chief  executive  of  NCuhe 

"We  are  trying  to  be  a  supercomputer  for  business.' 


Robbie  McClaran 


ing  it  ill-suited  to  running  long  com- 
puter problems.  Floating  Point 
Systems  in  Beaverton,  Ore.  intro- 
duced a  massively  parallel  machine  in 
1986,  but  the  system  relied  on  an  ob- 
scure programming  language  and  nev- 
er caught  on. 

The  parallelists,  however,  never 
gave  up.  As  integrated  circuits  got 
more  dense,  pov^rerful  and  reliable, 
massive  parallelism  became  achiev- 
able without  massive  tangles  of  wire. 


A  present-day  equivalent  of  Illiac  IV 
could  be  assembled  from  a  mere  11 
components. 

Now  massively  parallel  computing 
is  catching  on,  and  three  small  U.S. 
companies  are  on  the  leading  edge. 
One  is  Beaverton-based  NCube, 
which  makes  supercomputers  out  of 
up  to  8,192  custom-designed  micro- 
processors. NCube's  price  list  starts 
at  $350,000  for  a  64-processor  ma- 
chine and  runs  all  the  way  up  to  $25 


million.  In  Cambridge,  Mass.,  Think- 
ing Machines  makes  a  computer  with 
65,536  processors;  its  50  installations 
include  one  at  Mobil  and  one  at  Dow 
Jones  News  Retrieval  that  can  paw 
through  news  articles  at  170  million 
words  a  second.  MasPar,  a  new  Sun- 
nyvale, Calif,  company,  started  sell- 
ing its  MP- 1  parallel  machine  in  Janu- 
ary. The  MP-1  ranges  up  to  16,384 
processors. 

These  three  startups  aim  to  serve 
not  just  the  small  group  of  scientists 
and  engineers  who  use  Crays.  "Two 
to  three  years  ago  we  decided  to  try 
the  commercial  market,"  says  Ste- 
phen CoUey,  chief  executive  of 
NCube.  "We  are  trying  to  be  a  super- 
computer for  business." 

For  Colley,  36,  the  inspiration  to 
make  a  parallel  machine  goes  back  to 
his  days  as  a  graduate  student  at  Cali- 
fornia Institute  of  Technology,  where 
silicon  visionary  Carver  Mead 
(Forbes,  Apr.  4,  1988]  was  his  adviser. 
"Carver  very  much  supports  the  con- 
cept of  parallelism,"  says  Colley. 
"The  neural  network  project  he  is 
working  on  now  is  really  one  form  of 
parallelism."  (And  yet  another 
scheme  for  imitating  the  brain  with 
electronics.) 

After  six  years  of  working  at  chip- 
makers  Intel  Corp.  and  Silicon  Com- 
pilers, Colley  approached  some 
friends  with  a  pitch  for  funding  a  par- 
allel computer  venture.  The  friends, 
who  had  made  their  money  when 
they  sold  off  an  imaging  systems  com- 
pany that  Colley  had  helped  by  offer- 
ing technical  advice,  owed  him  a  fa- 
vor. With  their  help,  Colley  and  two 
other  chip  industry  veterans  cofound- 
ed  NCube  in  1983.  They  delivered 
their  first  machine  in  1986. 

Although  the  radical  computer  de- 
sign first  turned  into  commercial 
products  at  small  companies  like 
CoUey's,  it  hasn't  escaped  the  atten- 
tion of  bigger  ones  like  Intel.  "Mas- 
sive parallelism  is  the  only  path  to 
higher-performance  computing," 
says  Justin  Rattner,  director  of  tech- 
nology for  Intel  Sci-  ntific  Comput- 
ers, a  subsidiary  that  is  using  Intel's 
powerful  position  in  chip  design  to 
break  into  the  workstation  market. 
Intel's  iPSC/860  parallel  computer  is 
built  around  as  many  as  128  of  In- 
tel's new  i860  chips. 

Even  computer  makers  whose  ma- 
chines are  not  currently  using  mas- 
sive parallelism  believe  it  is  the 
wave  of  the  future.  Take  Richardson, 
Tex. -based  minisupercomputer  mak- 
er Convex.  Says  Convex  founder 
Steve  Wallach,  who  designed  the 
Data  General  computer  featured  in 
Tracy  Kidder's  Soul  of  a  New  Machine: 
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Every  500  years  or  sd 

comei 


Johannes  Gutenberg,  1454. 


Introducing  the  new  IBM  LaserPrinter: 
25%  faster  printing,  advanced  features 
and  a  revolutionary  streamlined  design, 

A  printer  that  can  raise  your  productivity  as 
much  as  the  new  IBM  LaserfVint(*r  doesn't  come 
along  every  day. 

Not  only  does  its  advanced  design  mak(^  it 
outperform  the  HP  LaserJet  Sef  ies  II,  which  up 
till  now  has  heen  the  benchmark  in  las(T  printing. 
But  also,  its  advanced  design  gives  the  IBM 
I^aserPrinter  a  dramatically  new,  more  space- 
efficient  shape. 

IBM  IS  a  registered  tfademark  of  International  Business  Machines  Corporation  HP  LaserJet  Series  II  is  u    oouct  of  Hewlett 


Yet  with  all  this,  theres  one  area  in  which  tht 
competition  rises  above  us:  their  price. 

Wi>just  advanced  the  art  of  laser  printing  \ 
a  full  25%,  The  new  IBM  LaserPrinter  gives 
you  state-of-the-art  print  (juality  a  lull  2S%  lasU; 
than  its  main  competitor. 

WTiy  other  printers  can^t  follow  in  our 
footsteps,  lUr  a(lvanc<'d  design  and  ciiginecrinj 
ol  the  IBM  LaserPrinter  give  it  a  footprint  that's 
33%  smaller  than  its  main  competitor's.  And  tlia 
33%  gives  you  more  usable  workspace*. 

Packard  Corporation  Canon  it  a  reglttarvd  trademark  ot  Canon  Inc  ©  IS69  BM  Corp 


n  exceptional  printer 
ilong. 


The  new  IBM  LaserPrinter,  1989, 


IBM  LaserPr inter 

HP  LaserJet  Series  II 

eed 

• 

uptolOppm 

up  to  8  ppm 

otprint 

• 

291  sq.  in. 

432  sq.  in. 

oer-handlJng  options- 

/ 

500  sheets,  75  envelopes 

15  envelopes* 

Hates  letters/envelopes 

/ 

yes** 

no 

itter  emulation 

• 

standard 

optional 

sident  fonts 

• 

10 

6 

nt  card  size*** 

• 

credit  card 

"8-track"  cassette 

indard  weight 

• 

33  lbs. 

50  lbs. 

rts  — 

/ 

400 

1000 

ts  per  inch 

300  X  300 

300  X  300 

rtter  emulation 

/ 

IBM,  HP  compatible 

HP  compatible 

nter  engine 

IBM 

Canon 

it  price                             * 

• 

$2,595 

$2,695 

envelope  tray  replaces  standard  papertray    **With  paper-handling  options    *** Approximate 

It  also  takes  the  lead  in  paper- handling 
lions  by  offering  automatic  collating  of  letter- 
ads,  second  sheets  and  envelopes!'  Plus  more 


ample  storage  capacity. 

See  history  in  the  maldng  by  having  your 
IBM  Authorized  Dealer  or  IBM  marketing  repre- 
sentative demonstrate  the  exceptional  new  IBM 
LaserPrinter.  Locate  your  nearest  dealer  by  calling 
1  800  IBM-2468,  ext.  194. 

The  new  IBM  LaserPrinter. 
Suddenly,  nothing  else  measures  up. 
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Comimter  hyperspace 

Sixteen  microprocessors  are  put 
to  work  on  one  problem.  How  do 
they  stay  in  touch  wfh  om  an- 
other without  their  Un<ci  ok  com- 
munication becoiiing  faopeiessly 
tangled?  The  tdck  Js  to  arrange 
them  in  a  hypercubc.  In  this  geo- 
metric abstraction,  each  proces- 
sor talks  to  its  four  "neighbors" 
in  4-dimeiisioaal  space.  The 
hardware,  of  course,  exists  in  a  3- 
dimensionai  reality,  but  the  high- 
er mathematical  dimensions  tell 
the  designer  which  processors  to 
connect  to  which.  In  the 
bottom  drawing,  proces- 
sor A  sends  a  message  to 
processor  E  via  three  in- 
termediates. Coimecting 
16  processors  is  not,  in 
any  event,  a  big  chore,  but 
for  wiring  a  supercom- 
puter of  8,192  processors, 
such  abstractions  are  im- 
perative. An  8,192-proces- 
sor  machine  calls  for  a 
mathematical  box  of  13 
dimensions.  Each  comer 
of  the  box  has  13  immedi- 
ate neighbors. 


On*-;  dimension 
2  '--2  processors 
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Four  dimensions 
2 '=16  processors 
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"Massive  parallelism  is  the  only  way 
for  us  to  get  to  the  next  level  of 
computer  performance  in  a  cost-ef- 
fective way." 

How  does  a  machine  using  parallel- 
ism work?  It  connects  a  large  group  of 
microprocessors,  each  one  of  them  a 
powerful  computer-on-a-chip  capable 
of  handling  3.5  million  to  8  million 
mathematical  operations  per  second. 
Most  massively  parallel  machines  use 
some  variation  of  the  Boolean  N-cube 
architecture  developed  at  the  Califor- 
nia Institute  of  Technology.  An  N- 
cube  is  a  group  of  processors  wired 
together  as  if  they  were  situated  on 
the  comers  of  a  box.  Picture  a  sugar 
cube  with  a  tiny  chip  on  each  comer. 
Every  chip  would  communicate  with 
three  neighbors  (see  illustration).  An 
N-cube  is  like  this,  except  that  in- 
stead of  three  dimensions  it  has,  con- 
ceptually, N  dimensions.  To  wire  to- 
gether 8,192  processors,  you  work  in 
the  mathematical  abstraction  of  13- 
dimensional  space.  Each  chip  talks  to 
13  neighbors. 

There  are  two  reasons  it  took  par- 
allelism so  long  to  catch  on.  For  a 
long  while  conventional  computers, 
driven  by  rapid  increases  in  chip  per- 
formance, got  faster  and  faster  at  an 
affordable  price,  and  so  there  was 
little  incentive  to  move  to  massive 
parallelism.  Lately,  however,  it  has 
become  clear  that  conventional,  sili- 
con-based chips  are  reaching  their 
physical  limits  in  processing  speed, 
constrained  as  they  arc  by  the  speed 
of  electricity  and  certain  thermody- 
namic laws.  Necessity  is  the  mother 
of  parallelism. 

The  other  problem  for  parallel  com- 
puters was  software.  Creating  pro- 
grams that  divided  up  a  problem  effi- 
ciently and  permitted  hundreds  of 
processors  to  exchange  data  rapidly — 
without  tripping  over  one  another^ 
was  a  daunting  task.  In  the  almost 
two  decades  since  Illiac  IV  made  its 
debut,  computer  scientists  have  made 
a  great  deal  of  headway  on  this  score. 
Also,  they  arc  not  likely  to  again 
make  Floating  Point  System's  mis- 
take of  counting  on  customers  to 
learn  an  obscure  programming  dia- 
lect. NCube's  system  runs  on  Unix, 
the  closest  thing  to  a  lingua  franca  in 
operating  systems. 

"This  is  a  revolutionary,  not  an  evo- 
lutionary step.  It  takes  a  long  time  to 
sell  a  new  technology,  because  you 
need  new  software  and  training  to  use 
the   technology,"  says   CoUey,   who 
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Introducing  the  new  Toshiba  2230  Turbo.  The  first  turbocharged 
copier  in  history.  Beneath  its  sleek  exterior  is  a  copying  system  so  remarkable 
it's  actually  patented. 

With  it,  you  can  produce  22  copies  a  minute.Or  hit  the  turbo  button 
and  turn  out  30  copies  a  minute.  So  now  you  have  the  power  to  work  40% 
more  efficiently.  While  using  33%  less  toner.  And  \^^at's  even  more  revolution- 
ary, we]ve  managed  to  do  it  all  without  turbocharging  the  price. 

To  arrange  for  a  free  demonstration,  just  call  1-800-GO-TOSHIBA. 
Then  hang  on. Tight. 

In  Touch  with  Tomorrow 


The  worlds  first 
2-speed  copier 


TOSHIBA 


Eyes  only 


They  can  steal  your  high- 
security  card  key,  but 
they  can't  steal  your  retina. 
Also,  retinal  blood  vessel 
patterns  are  unique — not 
even  identical  twins  have 
identical  patterns.  And,  the 
James  Bond  movie  Nei'er  Say 
Never  Again  to  the  contrary,  a 
corneal  transplant  will  not 
fool  a  retinal  seamier.  There- 
in lies  the  promise  of  the  reti- 
na as  an  almost  foolproof 
means  of  identification. 

EyeDentify  Inc.,  a  14-year- 
old  private  company  in  Bea- 
verton,  Ore.,  is  trying  to  capi- 
talize on  this  technology.  Its 
retinal  identification  sys- 
tems (costing  $5,000  to  $7,000  each)  are  already  in  use 
at  the  Pentagon,  national  laboratories  like  Sandia  and 
Argonne,  and  companies  with  large  computer  rooms, 
including  American  Airlines  and  First  National  Bank  of 
Chicago.  Ultimately,  though,  retinal  identification  sys- 
tems will  be  most  useful  when  coupled  to  large  data- 
bases that  will  be  searched  by  computers  for  matches. 
That's  why  EyeDentify  has  teamed  up  with  a  Beaverton 
neighbor,  supercomputer  maker  NCube,  to  bid  on  the 
federally  mandated  Commercial  Driver's  License  Infor- 
mation System.  This  system,  to  be  in  place  by  late 
1993,  is  intended  to  prevent  truck  drivers  from  holding 


Robbie  McClanin 


EyeDentify's  retitial  scanner 

A  foolproof  ident^xcation  scheme? 


licenses  in  several  states  to 
conceal  bad  driving  records. 
NCube,  as  it  happens,  makes 
a  type  of  computer — the 
massively  parallel  comput- 
er— ideally  suited  to  searches 
of  image  databases  for 
matchups. 

Here's  how  it   works.   A 
scanner  sends  a  beam  of  low- 
intensity  near-infrared  light 
through  the  pupil,  illuminat- 
ing the  retina.  Since  blood 
vessels    absorb    more    light 
than  the  surrounding  tissue, 
the  scanner  can  measure  in- 
tensity variations  at  points 
on  the  retina.  These  intensi- 
ty values  are  digitized  and 
matched  against  the  "eyeprints"  stored  in  the  database. 
EyeDentify  contemplates  a  system  with  a  top-of-the- 
line  NCube  computer  in  a  central  location  and  retinal 
scanners  in  every  state  motor  vehicle  office. 

"NCube's  parallel  processing  is  the  perfect  match  for 
our  technology,"  says  Robert  Fuller,  business  support 
manager  at  EyeDentify.  "We  project  that  we  can  search 
a  database  of  7  million  pairs  of  retinal  patterns  and  get  a 
response  time  of  about  three  seconds."  An  automated 
fingerprint  system  using  a  computer  and  scanners 
would  need  a  turnaround  time  of  several  hours,  he 
says.— K.K.W. 


shipped  his  first  product  to  Shell  Oil. 
Shell  needed  something  about  as  pow- 
erful as  a  supercomputer,  but  a  lot 
cheaper,  to  do  seismic  research.  Shell, 
which  had  tried  and  failed  to  assemble 
its  own  parallel  computer,  was  such 
an  avid  customer  that  it  later  bought  a 
4%  stake  in  the  company.  Today  pri- 
vately held  NCube,  with  revenues 
last  year  of  around  $15  million,  has 
shipped  213  systems  to  such  custom- 
ers as  Nippon  Telephone  &l  Tele- 
graph, Sandia  National  Laboratories 
and  Hoechst. 

Recently  Oracle,  the  leading  rela- 
tional database  company,  announced 
it  was  going  to  create  a  version  of  its 
software  to  run  on  the  NCube  ma- 
chine. Oracle  Chief  Executive  Law- 
rence Ellison  envisions  that  initially 
the  NCube  computer  running  his 
software  will  be  used  as  a  data  server 
for  large  host  computers.  "But  even- 
tually, for  graphics,  it  could  replace 
workstations,"  Ellison  says.  'A  Cray 
can't  do  that.  You  can't  give  a  thou- 
sand engineers  a  Cray  on  their  desk." 

Ellison  was,  at  first,  skeptical  that 


"a  little  company  in  Oregon"  could 
come  up  with  such  a  machine.  But 
now  he's  sold.  The  venture  communi- 
ty, too,  is  sold  on  parallelism.  While 
NCube  funded  much  of  its  growth 
internally,  MasPar  has  raised  close  to 
$18  million  from  such  blue-chip  firms 


as  Kleiner,  Perkins,  Caufield  &.  Byers, 
Sequoia  Capital  and  Mayfield  Fund 
since  its  founding  in  1988. 

And  what  about  the  Japanese?  nec 
evidently  thinks  it  is  winning  the  race 
in  supercomputers.  But  it  may  be  the 
wrong  race. 


Sigma  Designs  was  heavily  dependent  on 
one  customer.  The  customer  departed,  but 
the  blow  wont  be  fatal;  Sigma  always  pre- 
pares for  hard  times. 

The  survivor 


By  Julie  Pitta 


One  of  Thinh  Q.  Tran's  la^  recollec- 
tions of  Saigon  is  the  sound  of  gun- 
shots frcjm  the  outlying  countryside 
echoing  within  the  city.  Tran's  family 
narrowly  escaped  the  North  Vietnam- 
esf,  and  Tran  arrived  in  the  U.S.  at  the 


age  of  18,  in  1971.  "We  were  lucky," 
he  says.  After  that  narrow  escape, 
Tran  finds  his  current  travails  rela- 
tively mild. 

From  refugee,  Tran  became  a  highly 
successful  computer  entrepreneur.  He 
heads  Sigma  Designs  Inc.,  a  computer 
peripherals    company    in    Fremont, 
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Reaching  new  heights. 

How  Macintosh 

helps  turn  a  quiet  ski  resort 

into  a  booming  business. 


^ 


ff^ 


At  Jackson  Hole,  you'll  find  4,139  vertical  feet 
of  skiable  mountain,  70  Apple*  Macintosh* 
computers  and  one  enterprising  MIS  Director 
who  uses  Macintosh  "for  everything'.'  From  word 
processing  to  weather  forecasting,  "they  save  us 
time  and  money  all  over  the  place'.' 

Tom  Stecki  bought  his  first  Macintosh  from 
<I!omputerLand*  41/2  years  ago.  "I  haven't  found 
^'anyone  else  I'd  rather  deal  with','  lie  says.  "Marilyn 
Long  (ComputerLand)  always  comes  through.  If 
I  need  equipment  and  she  says  it  will  be  here 
Thursday,  it  will  be  here  Thursday." 

As  Jackson  Hole  continues  to  grow,  so  does 
Tom's  relationship  with  ComputerLand.  "The 
potential  here  is  tremendous.  With  continued 
good  snow  and  support  from  ComputerLand,  the 
sky's  the  limit'.' 


"It's  hard  to  keep  up  with  hundreds 

of  thousands  of  skiers. 

But  ComputerLand  makes  it  easy" 

Tom  Stecki 
MIS  Director. 
Jacl(^onHole 
Sl(i  Corpcration 


Authonzed  Dealer 


ComputerUincI 

Business  to  business.  Person  to  person. 

©1990  CompulerLand  Corporation.  Apple,  the  Apple  Loso  and  Macintosh  are  registered  trademarks  of  Apple  Computer.  Inc. 


Thinh  Q.  Tran,  chief  executive  arid  cofounder  of  Sigma  Designs 

"We  knew  all  along  that  depending  on  one  customer  was  dangerous/ 


Comp/Comm 


Calif.  Things  aren't  going  terribly 
well  for  Sigma  these  days.  Its  stock 
has  slumped  from  21  to  9  over  the 
past  year,  shrinking  its  market  capi- 
talization to  $56  million.  For  the  year 
ended  Jan.  31,  Sigma  reported  a 
healthy  $9.2  milhon  net— $1.50  per 
share — on  sales  of  $76.2  million,  but 
the  fourth  quarter  was  weak,  with 
profits  off  39%,  to  $1.6  milhon,  or  27 
cents  a  share.  What  happened?  Sigma 
lost  its  largest  customer. 

For  three  years,  beginning  in  1986, 
Sigma  rode  on  the  coattails  of  Zenith 
Data  Systems'  lucrative  contract  with 
the  Air  Force  for  personal  computers. 
Zenith  subcontracted  with  Sigma  to 
supply  the  graphics  circuit  boards.  At 
its  peak,  the  Zenith  business  repre- 
sented 48%  of  Sigma's  revenues. 
When  the  Air  Force  contract  came  up 
for  renewal  a  year  ago.  Zenith  lost  out 
to  Unisys,  which  went  elsewhere  for 
the  graphics  boards. 

"It  was  hard  business  to  turn 
down/'  Tran  says.  "We  knew  all  along 
that  depending  on  one  customer  was 
dangerous,  but  there's  a  tendency  to 
become  complacent  when  you're  get- 
ting that  kind  of  business." 

Such  complacency  can  be  deadly. 
Witness  Computer  Memories  Inc., 
the  wirmer  of  a  lucrative  contract  to 
supply  disk  drives  for  early  ibm  per- 
sonal computers.  Management  spent 
lavishly,  on  a  factory  in  Singapore, 


new  staff  and  buildings  in  the  U.S. 
and  big  parties  at  computer  trade 
shows.  One  day  ibm,  then  accounting 
for  80%  of  Computer  Memories'  reve- 
nues, decided  it  no  longer  needed  cmi. 
CMi  is  defunct. 

Tran  is  determined  to  put  a  differ- 
ent ending  on  Sigma's  story.  His  com- 
pany has  $30  million  in  cash  and  no 
long-term  debt.  Maybe  because  his 
experience  as  a  refugee  made  him  dis- 
trust prosperity,  Tran  never  let  go  of 
the  lean  operating  style  he  adopted 
when  he  and  three  fellow  engineers 
from  Amdahl  Corp.  started  Sigma  in 
1982.  Life  would  have  been  easier  for 
them  had  they  accepted  venture  capi- 
talists' money,  but  that  would  have 
meant  tremendous  dilution  of  their 
equity.  "The  terms  were  very  dear," 
Tran  explains.  "They  want  70%  of  the 
company;  they  want  to  bring  in  their 
own  people,  and  they  want  control." 

Operating  on  a  shoestring,  Sigma 
established  its  first  headquarters, 
quite  literally,  in  a  garage.  Now  the 
firm  rents  space  in  frumpy  Fremont 
for  $8  a  foot,  half  what  the  rent  would 
be  in  the  better  spots  in  Silicon  Val- 
ley, 45  minutes  to  the  west. 

Perks  are  stingy  and  executive  sala- 
ries low,  although  stock  options  arc 
liberal.  Tran  himself  makes  $100,000 
a  year.  There  are  only  three  secretar- 
ies for  Sigma's  180  employees.  The 
company  cafeteria  consists  of  three 
vending  machines  and  a  coffeepot. 

Factory  overhead?  There  is  none. 
Sigma  has  all  its  manufacturing  done 
by  others.  The  high-resolution  moni- 
tors it  sells  (principally  for  desktop 


publishing)  are  made  in  the  U.S.  The 
graphics  boards — the  electronic  cir- 
cuits that  drive  the  monitors — are 
wired  together  in  the  Far  East.  Re- 
search and  development  costs  are 
low,  at  4.4%  of  revenues,  and  market- 
ing costs  are  very  low,  since  Sigma 
sells  most  of  its  products  to  other 
manufacturers.  "Our  customers  do 
the  market  research,  and  we  provide 
what  they  tell  us  to,"  Tran  says. 

Where,  then,  is  the  value  added?  In 
two  places.  One  is  circuit  design. 
Tran,  after  all,  is  a  circuit  designer  by 
trade,  having  gotten  a  master's  degree 
in  electrical  engineering  at  Stanford. 
The  other  is  in  subcontracting  skills. 
Sigma  knows  where  to  find  the  right 
boardmaker  in  Hong  Kong  and  how  to 
get  the  products  into  the  U.S. 

Sigma,  in  short,  is  filling  the  same 
role  in  computers  that  a  firm  like  Liz 
Claiborne  fills  in  apparel.  You  can 
make  a  good  spread  designing  and  dis- 
tributing without  tying  up  very  much  • 
capital.  Liz  Claiborne's  pretax  profit 
margin  runs  around  15%.  Sigma's  was 
19%  until  the  Air  Force  deal  fell 
through. 

One  thing  Liz  Claiborne  has  that 
Sigma  doesn't  is  retailing  channels. 
Sigma  is  trying  to  get  them,  and  it  will 
cost  money  for  a  new  sales  force  and 
advertising.  So  far  one  big  chain  of 
Apple  retailers,  MacAmerica,  has 
agreed  to  carry  the  Sigma  brand. 

A  company  in  crisis?  "It's  more  of  a 
crisis  for  the  shareholders  who  aren't 
happy  with  the  price  of  the  stock.  The 
company  will  be  fine,"  says  Tran. 
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Canon  Introduces  Laser  Class™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  Laser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
that  can  make  reading 
text  difficult. 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 
Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  Laser  Class  FAX-L770.  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
calll-800-OK  CANON. 


The  only  thing 
not  built  into  our 
laser  facsimile  is 

obsolescence. 
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LASER  CLASS 
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1989  "Manufacturer  of  the  YIear'' 


f  emended  imvtiwxs  w*ih  trio  Canon  Crodd 
k  loi  Octarts  M  part<(pat<ng  Canon  dealers  and  r  ' 
i.iabio  on^  tf>  U  S       ^    1990  Caoon  U  S  A  .  Inc 


Random  Access 


Commentary  by  Esther  Dyson 


OPEN?  CLOSED?  OR  EMPTY? 


Once  a  week,  it  seems,  some  com- 
puter vendor  comes  to  my  office  and 
announces,  full  of  excitement, 
"We're  going  to  sell  open  systems!" 

"What's  an  open  system?"  I  ask. 

"You  know — Unix,  Motif,  the 
works!  Everything  open!"  The  as- 
sumption is  that  this  will  solve  all 
the  vendor's  problems,  give  it  an 
unassailable  competitive  edge,  and 
launch  it  to  leadership.  But  the  dis- 
tinction between  open  and  closed  is 
not  an  open-and-shut  affair. 

How  all  these  companies — in- 
cluding Wang,  Motorola,  Hewlett- 
Packard,  Data  General,  Unisys  and, 
of  course,  Sun — can  assume  leader- 
ship by  doing  the  same  thing  taxes 
the  imagination.  They  should  be 
wary  of  capitulating  to  this  most 
recent  fashion  trend,  and  consider 
what  has  made  ibm  so  profitable — 
developing  and  promoting  propri- 
etary technology.  Unix  won't  go 
away,  but  the  fascination  with 
openness  probably  will,  as  people 
realize  that  advances  in  technology, 
not  openness,  are  what  move  the 
industry  and  its  customers  ahead. 

Yes,  customers  want  open  sys- 
tems— that  is,  software  and  hard- 
ware built  on  interchangeable  parts 
meeting  publicly  declared  stan- 
dards. But  they  also  want  some- 
thing to  give  them  a  competitive 
advantage  over  their  competition. 
They  want  full  support,  multiven- 
dor  systems,  instant  productivity 
improvement  and  free  products. 
You  could  go  broke  giving  custom- 
ers all  they  want. 

Most  visible  in  this  openness 
trend  is  ibm.  Its  new  RS/6000  work- 
station is  a  price-to-performance 
winner,  capable  of  competing  re- 
spectably against  the  likes  of  Sun 
Microsystems,  Digital  Equipment 
Corp.  and  Hewlett-Packard's  Apollo 
operation.  But  -i though  ibm  can 
build  a  fast  box  ^nd  benefit  from 
economies  of  scale  in  manufactur- 
ing, its  overall  cost  structure  and 
culture  make  this  a  risky  move. 
Like  the  Japanese,  ibm  can  compete 
effectively  at  the  box  level,  but  how 
is  it  going  to  support  its  $50  billion 


Esther  IJyson  is  editor  and  publisljer  of  the 
newsletter  Release  1 .0. 


a  year  in  expenses? 

There's  an  interesting  parallel 
here:  In  Japan  the  costs  of  a  cumber- 
some distribution  system  are  ab- 
sorbed by  a  lower  standard  of  living 
among  the  people  at  large.  At  ibm 
the  costs  of  corporate  overhead  will 
be  borne  by  shareholders,  if  they  are 
not  offset  by  higher  margins  than 
are  available  in  a  commodity  busi- 
ness. So  far,  IBM  has  maintained  bet- 
ter operating  margins  than  its  com- 
petitors, but  it  is  going  to  be  hard- 
pressed  to  continue  doing  so. 

I'm  not  suggesting  that  ibm 
should  revert  to  selling  proprietary, 
incompatible  systems,  but  rather 
that  it  should  consider  what  made  it 
successful  in  the  past — setting  new 
standards,  not  adopting  other  peo- 
ple's. You  get  a  return  not  just  for 
developing  new  technology,  but 
also  for  explaining  how  to  use  it  and 
persuading  customers  to  do  so. 
IBM's  response  to  the  openness 
threat  should  be  to  license  its  own 
technology,  not  to  follow  other  peo- 
ple's lead.  The  trick  is  to  be  both 
proprietary  and  open — to  own 
something  and  to  sell  rights  to  oth- 
ers to  copy  it. 

This  doesn't  mean  that  ibm 
should  try  to  launch  another  new 
operating  system  (OS/2  is  enough  of 
a  challenge  now),  but  that  it  should 
look  at  where  the  next  set  of  stan- 
dards will  emerge,  and  move  there 
preemptively.  Since  it's  too  late  to 
force  a  new  operating  system  on  the 
public  (in  a  zero-sum  game  of  one 
system  against  an  equivalent  other), 
how  about  selling  something  valu- 
able on  top  of  OS/2?  Along  with 
Microsoft,  Intel  and  a  few  others, 
IBM  still  has  the  marketplace  clout 
that  may  enable  it  to  promote  new 
technologies  and  set  new  standards, 
which  is  how  you  make  real  money 
in  thi:,  business. 

Take  NcxtStep,  licensed  by  Next 


to  IBM  in  hopes  that  ibm  would  help 
to  promote  it.  ibm,  however,  has 
moved  too  slowly.  Rather  than  sim- 
ply make  NextStep  available  "if 
customers  want  it,"  ibm  should  go 
out  and  push  it.  Of  course,  ibm 
doesn't  own  NextStep;  but  it  could 
earn  a  return  on  its  market  power 
just  by  being  first  to  establish  a  new 
technology.  (And  it  could  try  for 
relicensing  rights  from  Next.)  Next 
may  or  may  not  succeed  with  its 
strategy,  because  it  lacks  ibm's 
clout  and  resources. 

But  IBM  probably  could  succeed 
promoting  and  licensing  something 
it  owns  itself.  Among  the  items  ibm 
could  profitably  share  is  its  database 
technology.  It  originated  Structured 
Query  Language,  and  it  owns  a 
number  of  SQL-based  database  prod- 
ucts for  personal  computers  and 
mainframes.  It  also  has  a  protocol 
for  enabling  databases  on  different 
computers  in  different  cities  to 
work  together  to  maintain  integri- 
ty. Any  vendor  can  solve  this  prob- 
lem for  its  own  products,  but  it 
takes  a  standard — from  a  market 
leader  such  as  ibm — to  solve  it 
across  vendors.  This  is  hot  stuff,  and 
spreading  it  around  would  make  life 
a  lot  easier  for  customers  who  have 
assembled  multivendor  systems. 

There  are  lots  of  other  treasures 
within  IBM  that  it  could  profitably 
license  to  others  as  well  as  sell  it- 
self. How  about  the  reduced-in- 
struction-set-computing technol- 
ogy underlying  the  new  worksta- 
tion line  (which  ibm  led  the 
industry  in  developing  in  the  Seven- 
ties)? IBM  has  just  said  it  is  consider- 
ing the  idea.  Other  people  would 
make  money  too,  but  that  is  the 
point.  More  productive  customers 
will  be  happy  to  share  a  bit  of  their 
surplus  with  IBM  and  others. 

IBM's  great  hope  of  success  lies  in 
pioneering  new  technologies  and 
markets,  rather  than  simply  sharing 
in  the  price-competitive  market  for 
least-common-denominator  open 
systems.  Everything  will  run  on 
Unix  or  will  be  able  to  talk  to  Unix, 
but  things  still  won't  fit  together 
easily.  Customers  want  something 
extra,  and  ibm  has  the  opportunity 
to  deliver  it.  ■ 
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Tbm  bought  Hewlett-Packand 
long  before  he  bought  PCs. 


When  he  got  his  first  job  on  Wall 
Street,  Tom's  HP  calculator  was  his 
most  valued  possession.  It  was 
the  combination  of  innovation  and 
reliability  that  gave  him  an  edge. 
So  when.his  Information  Systems 
Manager  recommended  they  go 
with  Hewlett-Packard  personal  com- 
puters,Tom  needed  no  convincing. 

With  hitel  286, 386,  and  486""-based 
models,  HP's  line  of  Vectra  personal 


computers  suits  a  range  of  business 
needs.  Expansion  is  easily  accom- 
modated with  up  to  8  accessory 
slots,  1.3  gigabytes  of  hard  disk 
storage,  and  64  Mbytes  of  RAM. 

Beyond  this,  HP's  adherence  to 
industry  standards  ensures  com- 
patibili^  Now,  and  into  the  future. 

But  the  most  important  feature  is 
Hewlett-Packard  quality  This,  along 


with  HP's  network  of  authorized 
dealers,  gives  you  all  the  assurance 
you  need.  Fbr  tiie  dealer  nearest  you, 
call  1-800-752-0900,  Ext  687G. 

There  is  a  better  way. 


M^ 


HEWLETT 
PACKARD 
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Edited  by  Gary  Slutsker 

We  bioluddites  are  at  it  again.  Now  they 
want  to  ban  new  animal  drugs  that  might 
threaten  the  economics  of  the  family  farm. 


The  fourth  hurdle 


By  Ronald  Bail^ 


AN  OMINOUS  new  regulatory 
specter  is  haunting  Europe.  It's 
\  called  "the  fourth  hurdle/'  and 
it  threatens  to  keep  a  lot  of  promising 
new  technologies  out  of  the  European 
Community.  Multinational  compa- 
nies such  as  Monsanto,  Eli  Lilly, 
American  Cyanamid,  Du  Pont, 
Rhone-Poulenc  are  worried.  If  the  reg- 
ulation catches  on  over  there,  it  could 
be  readily  exported  to  the  U.S.,  where 
a  band  of  like-minded  economic  pres- 
sure groups  will  push  for  its  adoption. 

Most  regulatory  agencies  around 
the  world  require  manufacturers  of 
drugs  and  food  additives  to  prove  that 
their  products  are  safe,  effective  and 
produced  under  strict  quality  stan- 
dards. The  Europeans  aim  to  add  a 
fourth  requirement,  that  of  "social 
need."  In  short,  established  groups — 
farmers,  for  instance — could  block 
new  technologies  that  threaten  their 
economic  interests. 

The  U.S.  has  already  witnessed  the 
first  wave  of  the  economic  attack  on 
drugs.  It's  the  movement  to  prevent 
the  sale  of  a  cow  hormone  that  boosts 
milk  production  and  thereby,  it  is  ar- 
gued, threatens  "the  family  farm."  So 
far  that  movement  has  been  remark- 
ably successful:  Several  states  have 
bills  pending  to  outlaw  the  hormone, 
and  five  big  grocery  chains  have  said 
they  will  not  sell  hormone-treated 
milk,  notwithstanding  the  fact  that 
the  U.S.  Food  &.  Drug  Administration 
has  ruled  it  perfectly  safe  for  human 
consumption. 


The  hormone  antagonists  are  now 
moving  to  broaden  their  victory. 
Leading  the  charge  is  Kenneth  Col- 
lins, a  socialist  member  of  the  Europe- 
an Parliament  from  Scotland  and 
chairman  of  the  Parliament's  Com- 
mittee on  Environment,  Public 
Health  &  Consumer  Protection.  The 
European  Parliament  is  expected 
shortly  to  approve  Collins'  plan  to 
impose  a  social  needs  test  on  new 
technology,  and  start  drafting  rules. 
That  means  that  bureaucrats  in  the 
Commission  of  the  European  Com- 
munities would  weigh,  among  other 
things,  the  impact  that  any  new  tech- 
nology will  have  on  jobs,  industries 
and  local  communities. 

The  first  technologies  to  be  affected 
by  Collins'  fourth  hurdle  are  "veteri- 
nary productivity  aids."  These  are  ge- 
netic engineering  techniques,  food  ad- 
ditives and  drugs  that  make  farm  ani- 
mals grow  faster,  bigger,  more 
efficiently.  Why  is  Collins  worried 
about  these  products?  Because  they 
potentially  threaten  European  small 
farmers  and  other  job-holders  in  agri- 
culture. He  argues  that  more  efficient 
farm  animals  could  mean  fewer  ani- 
mals, which  in  turn  require  fewer 
farmers  to  raise  them.  Collins  says 
rural  British  villages  might  die  out  as 
farmers  flee  them,  leaving  shopkeep- 
ers and  suppliers  without  customers. 

The  fourth  hurdle,  often  also  called 
the  fourth  criterion,  has  provoked 
outrage  from  chemical,  agricultural, 
pharmaceutical  and  biotechnology 
companies  in  the  U.S.  and  elsewhere. 
Last  year  U.S.  Trade  Representative 
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Carla  Hills  wrote  to  the  European 
Commission:  "I  am  troubled  by  a 
growing  attitude  in  Europe  and  else- 
where that  technological  develop- 
ments which  encourage  greater  effi- 
ciency in  agricultural  production — 
even  when  they  present  no  health  or 
environmental  risk — are  socially  un- 
desirable." 

Transgenic  Sciences  of  Worcester, 
Mass.  is  developing  transgenic  pigs 
that  grow  faster  and  produce  leaner, 
lower-cholesterol  meat.  Currently, 
the  first  generation  of  pigs  to  be  pro- 
duced using  genetically  modified 
growth  genes  is  being  evaluated  by 
the  U.S.  Department  of  Agriculture  in 
Beltsville,  Md.  But  James  Sherblom, 
chief  executive  of  Transgenic,  has  lit- 
tle hope  that  his  pigs,  once  sold  com- 
mercially, will  be  able  to  surmount 
the  European  fourth  hurdle.  Says 
Sherblom:  "The  fourth  criterion 
would  legitimize  fearmongering  by 
those  who  dislike  or  feel  threatened 
by  new  technologies." 

The  fourth  hurdle  would  institu- 
tionalize the  reasoning  used  by  the 
European  Community  when  it . 
banned  animal  growth  stimulants, 
outright  in  1985  and  imported  meats 
containing  them  last  year.  "The 
growth  stimulants  weren't  banned  for 
health  reasons  but  for  marketing  rea- 
sons," explains  Floyd  Bycrs,  a  profes- 
sor of  animal  nutrition  and  growth  at 
Texas  a&m  University.  The  Europe- 
ans were  already  producing  too  much 
beef,  and  growth  stimulants  would 
have  permitted  fewer  farmers  to  pro- 
duce the  same  quantity.  "That's  like 
going  into  an  automobile  plant  and 
saying,  'We  won't  use  an  assembly 
line  anymore  because  wc  produce  cars 
too  efficiently.  Now  we're  going  to  do 
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it  piecemeal.'  " 

The  banned  stimulants,  approved 
by  the  fda  as  perfectly  safe,  save  U.S. 
beef  consumers  as  much  as  $4  billion 
annually.  The  European  ban  has  de- 
prived companies  like  Eli  Lilly,  Syn- 
tex.  International  Mineral  &.  Chemi- 
cal and  France's  Roussel  Uclaf  of  po- 
tential sales  of  growth  stimulants 
amounting  to  $25  million  annually. 
In  addition,  U.S.  cattle  producers, 
who  administer  stimulants  widely, 
lost  well  over  $100  million  in  beef 
export  sales. 

Ironically,  the  ban  created  a  thriv- 
ing black  market  for  growth  stimu- 
lants among  clever  European  produc- 
ers. To  escape  detection,  farmers  no 
longer  use  ear  implants,  but  instead 
inject  illegal  stimulants  directly  into 
the  animals'  muscles.  These  muscles, 
now  laced  with  stimulants,  pose  a 
significant  health  risk  when  they  lat- 
er end  up  on  European  tables  as  roasts 
and  steaks.  "So  much  for  consumer 
protection,"  says  Byers. 

Why  is  a  regulation  applicable  to  a 
few  veterinary  products  provoking  a 
strong  reaction  from  industry?  Be- 
cause they  are  just  the  beginning.  "If 
such  a  pfoposal  were  adopted  for  the 
agricultural  sector,  it  could  be  regard- 
ed as  a  precedent  for  other  areas  of 
economic  importance,  and  would  cer- 
tainly have  a  negative  effect  on  in- 
vestment in  R&.D,"  explained  Peter 
Doyle,  director  of  research  for  the 
British  chemical  giant  ici,  last  year  in 
a  letter  to  Jacques  Delors,  president  of 
the  European  Commission. 

The  really  funny  thing  about  Col- 
lins, the  architect  of  the  fourth  hur- 
dle, is  that  he  swears  he  is  trying  to 
protect  companies  from  themselves — 
despite  the  screams  from  corporate 


executives.  Collins  insists  his  plan 
would  save  companies  from  making 
embarrassing  marketing  blunders  like 
trying  to  foist  on  consumers  things 
they  don't  want,  for  example,  hor- 
mones in  their  meat.  "How  in  the 
world  you  ever  get  to  be  chairman  of  a 


company  when  you're  as  thick  as 
some  of  the  people  I've  come  across,  I 
just  do  not  know,"  says  Collins  in  his 
heavy  Scottish  burr.  It  must  be  that 
all  the  really  smart  people  are  drawing 
up  antitechnology  regulations  for  the 
European  Parliament. 


A  little  research  can  go  a  long  way  in  some 
businesses.  Tbafs  why  an  immigrant  scien- 
tist at  one  small  starch  company  is  likely  to 
get  a  giant  bonus  one  day. 

A  sharper  image 


COMMERCIAL  printing  is  a  lot 
like  a  Georges  Seurat  painting. 
The  photographs  and  illustra- 
tions that  are  reproduced  in  maga- 
zines, annual  reports  and  advertising 
brochures  are  simply  optical  illusions 
made  up  of  millions  of  colored  dots. 
Up  close,  all  you  see  is  dots.  From  a 
distance,  you  see  photographs  and 
drawings. 

This  is  not  just  a  fun  fact  for  the 
people  who  run  Penwest  Ltd.,  a  highly 
successful  little  starch  company 
based  in  Bellevue,  Wash.  Penwest 
makes  cornstarch  coatings  that  make 
it  easier  to  print  nice  dots  on  paper  for 
magazines,  annual  reports  and  adver- 


tising brochures.  By  keeping  focused 
on  this  narrow  nich?,  the  company 
has  become  very  profitable.  Last  year, 
when  a  drought  caused  high  com 
prices,  Penwest  still  earned  $5.6  mil- 
lion on  sales  of  $80  million.  Return  on 
equity  over  the  last  five  years  has  av- 
eraged better  than  16%. 

Penwest's  starches  are  used  by  pa- 
permakers  in  three  main  ways.  First, 
they  are  used  as  a  binder  in  the  wet 
papermaking  process  to  strengthen 
the  bond  between  fillers  like  clay  and 
paper's  cellulose  fibers.  After  the  pa- 
per dries,  starch  is  applied  to  improve 
its  surface.  Starch  is  also  used  as  a 
binder  of  coatings  that  help  improve 
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The  pointillism  of  the  printiiig  plate 


Commercial  printers  reproduce  photographs  by  depos- 
iting tiny  dots  of  color  on  paper.  Seen  from  a  few 
inches  away,  the  dots  bk  «td  to  create  a  smooth  image, 
much  like  a  Seurat  painrfng.  The  sharper  the  dots,  the 


sharper  the  image.  The  dots  at  left  were  printed  on 
paper  coated  with  a  conventional  starch-latex  mix- 
ture; those  at  right  used  paper  coated  with  Penwest 
Ltd.'s  Pengloss.  The  dots  are  enlarged  15  times. 
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the  quality  of  paper  sheets  like  the 
page  you  are  reading.  Advertisers  and 
readers  like  coated  paper  not  just  be- 
cause it  is  slick,  but  also  because  it 
takes  ink  better  than  uncoated  paper. 

Even  though  starch  and  latex  coat- 
ings have  been  used  in  various  combi- 
nations since  the  1950s,  they  can  still 
lead  to  printing  imperfections.  A  seri- 
ous problem  for  printers  is  blotchy 
dots  known  in  the  trade  as  mottle. 
This  comes  from  minute  changes  in 
the  surface  of  a  sheet  of  paper  during 
its  journey  through  a  six-color  press  as 
it  is  wet  and  dried  six  times.  As  the 
water  evaporates,  it  sometimes  takes 
microscopic  pieces  oi  hinder  with  it, 
creating  inconsistencies  in  the  sur- 
face of  the  sheet. 

Penwest  thinks  it  has  solved  the 
mottle  problem  with  a  new  coating 
binder  that  promises  to  do  to  com- 
mercial printing  quality  what  hdtv 
does  to  the  video  screen.  Called  Pen- 
gloss,  the  coating  is  the  first  to  suc- 
cessfully combine  starch  and  latex  at 
the  molecular  level.  Penwest  won't 
say  exactly  how  the  process  works 


until  its  patent  application  is  granted. 
However,  in  printing  tests  on  a  web 
offset  press  at  the  respected  Rochester 
Institute  of  Technology,  Pengloss  pro- 
duced significantly  finer  dots  than  did 
paper  coated  with  a  standard  starch 
and  latex  mixture  (see  enlarged  dot 
patterns  above).  "It's  in  the  pilot 
stage,  but  it  is  exciting  because  it 
prints  very  well  and  gives  you  good 
gloss,"  says  William  Eisner,  a  director 
of  the  institute's  technical  and  educa- 
tion center. 

The  company  has  come  a  long  way 
since  the  late  1970s,  when  losses 
forced  the  research  staff  to  be  largely 
dismantled.  "We  had  to  start  really 
from  scratch,"  says  Tod  Hamachek, 
44,  Penwest's  chief  executive.  A  grad- 
uate of  Harvard  Business  School,  Ha- 
machek went  to  work  in  his  father's 
beer  malting  business,  becoming  the 
fifth  generation  of  his  family  to  join 
the  industry.  When  the  malt  opera- 
tion was  spun  out  of  miniconglomer- 
ate  Univar  Corp.  in  1984  and  com- 
bined with  starchmakcr  Pcnnican 
Ford,  the  younger  Hamachek  became 
president  of  what  became  known  as 
Penwest  Ltd. 

By  the  mid-19H0s,  the  beer  market 
was  shrinking  while  the  paper  market 
was  booming.  Hamachek  decided  to 
focus  on  new  opportunities  in  the  pa- 
pei   business.  Penwest's  starch  busi- 
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ness,  called  Penford  Products  Co., 
started  hiring  a  real  research  and  de- 
velopment staff,  which  now  includes 
20  degreed  chemists,  of  whom  5  are 
Ph.D.s.  Last  year,  in  an  unusual  twist, 
Penwest  tied  its  scientists'  compensa- 
tion to  the  success  of  the  products 
they  develop.  The  Dr.  Pengloss  be- 
hind the  new  starch-latex  binder  is  a 
Vietnamese  refugee  who  was  recruit- 
ed from  the  University  of  California 
at  Berkeley.  He  stands  to  get  a  bonus 
in  the  high  six  figures  if  the  product 
captures  more  than  10%  of  the  paper 
latex  market  by  1995. 

Over  the  last  six  years,  Penwest  has 
managed  to  squeeze  12%  annual  sales 
growth  out  of  a  cornstarch  process 
that  was  patented  back  in  the  1950s., 
The  malt  operation  was  sold  last  year, 
and  part  of  the  proceeds  will  help  pay 
for  a  new  plant  in  Iowa  to  make  Pen- 
gloss. Hamachek  figures  Pengloss  can 
get  10%  of  the  $650  million  U.S.  and 
European  paper  latex  business  within 
the  next  few  years.  Analysts  think 
he's  slick  enough  to  do  that. 

A  share  of  Penwest  valued  at  $2.87 
when  it  was  spun  out  in  1984  is  worth 
$35.50  today.  Hamachek  is  one  of  the 
bulls.  "We  think  this  is  just  the  begin- 
ning," he  says,  having  himself  bought 
5,000  shares  since  June,  half  of  them 
in  options. — G.S. 
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Metallurgical  Masterpiece 


High  integrity  castings  of  lightweight  metal  alloys  are  essential 
to  the  design  and  operation  of  today's  new  generation  of 

jet  aircraft  engines. 

Typical  of  the  intricate  shapes  and  metallurgical  complexity  of 

these  components  is  this  magnesium  alloy  support  frame  sand 

casting  (above),  for  the  Textron  Lycoming  ALF  502  turbofan  engine. 

This  casting  was  produced  by  Fansteel's  Wellman  Dynamics 

operation;  and  is  one  of  many  achievements  the  company 

has  pioneered  in  support  of  major  programs  in  the 

aerospace  industries. 

Fansteel's  Wellman  Dynamics,  another  reason  why 
it  will  pay  you  to  know  more  about  us. 


ydinA£s\ 


An  integrated  producer  of  aircraft/aerospace, 
metalworking  and  energy-related  products. 


FANSTEEL  INC.  •  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 


Insights 


Commentary  by  Michael  Gianturco 


THE  SEMICONDUCTOR  DOUBLE  TAKE 


Good  earnings  expectations  are 
what  we  look  for  when  we  shiop  for 
stocks.  The  direct  relationship  be- 
tween the  analysts'  earnings  projec- 
tions and  a  stork's  price  seems  to 
make  perfect  sense. 

But  what  are  we  to  make  of  a 
stock  that  rallies  strongly  even  as 
the  analysts  downgrade  it?  For  ex- 
ample, Micron  Technology,  which, 
despite  a  recent  15%  reduction  in 
the  consensus  earnings  estimate  for 
its  current  fiscal  year,  has  surged  so 
vigorously  that  it  has  outpaced  the 
NYSE  Composite  by  63  percentage 
points  over  the  past  six  weeks.  Low- 
er earnings  expectations,  higher 
stock  price.  It's  the  sort  of  thing  that 
makes  you  do  a  double  take. 

The  table  below  lists  20  science 
and  technology  stocks  combed  out 
of  the  Telescan  database  in  Houston 
by  a  Princeton  Portfolios'  computer. 
All  recently  rallied  in  the  teeth  of 
downgraded  consensus  earnings  es- 
timates. These  standout  stocks 
were  picked  without  regard  to  in- 
dustry group,  but  note  that  fully  a 
third  are,  like  Micron  Technology, 
in  the  semiconductor  business. 
Clearly  semiconductor  stocks  are 
on  the  move. 

How  can  the  semiconductor 
stocks  be  thriving  on  bad  earnings 
projections?  Is  a  factor  other  than 
earnings  projections  moving  them? 
A  potential  acquisition  is  one  possi- 
bility. Or  a  stock  buyback.  Or  just 
contagious  enthusiasm,  justified  or 
not,  generated  by  buying  among  in- 
siders. (For  example,  it  has  been 
widely  remarked  that  lsi  Logic  has 
insider  buying  support.)  Yet  it  is 
difficult  to  imagine  so  many  semi- 
conductor stocks  all  becoming  spe- 
cial situations  simultaneously. 

I  believe  the  explanation  is  tim- 
ing. The  semiconductors  had  a 
down  December,  so  overoptimistic 
earnings  models  have  h;id  to  be  re- 
vised downward  by  analysts.  But 
since  the  December  low,  semicon- 
ductor prices,   particularly  in   the 


Michael  Gianturco  is  president  of  The 
Princeton  Portfolios,  a  Neu>  Jersey  asset 
maruifiement  firm,  and  edits  The  Top  Ten, 
its  weekly  computerized  newsletter  on 
investments  in  science  and  technology. 


spot  market  for  memory  chips,  have 
perked  up  nicely.  A  1 -megabit  dy- 
namic RAM  that  cost  $6  in  Decem- 
ber might  command  $7.50  today. 

Noting  this,  semiconductor  pur- 
chasers have  been  shifting  some 
business  from  the  spot  market  into 
the  long-term  market — a  psycholog- 
ically important  shift  and  one  that 
stock  players  always  watch  for.  The 
much  depressed  semiconductor 
stocks  (which  were  technically 
oversold  very  deeply)  rallied  on  this 
perkiness  in  chip  prices.  It  is  thus 
probably  an  accident  of  timing  that 
earnings  estimates  are  being  dialed 
down  just  as  stock  prices  are  being 
dialed  up. 

But  is  the  semiconductor  rally 
sustainable?  To  think  this  through, 
disregard  the  stock  market  and  con- 
sider what  is  actually  causing  the 
minirally  in  memory  chip  prices. 


Stocks  up, 
estimates  down 

Company 

Stock's 
relative 
strength 

Earnings 
estimate 
decline 

LSI  Logic 

117 

-28.0% 

Texas  Instniments 

110 

-27.0 

Micron  Technology 

163 

-15.0 

Adaptec 

101 

-17.0 

Gradco  Systems 

105 

-16.0 

Ask  Computer  Systems 

115 

-11.0 

Analog  Devices 

101 

-12.0 

Ashton-Tale 

128 

-7.7 

Commodore  Inil 

112 

-8.4 

Integrated  Device  Tech 

120 

-5.7 

Melamine  Chems 

104 

-6.5 

Unisys 

106 

-6.2 

Data  Translation 

104 

-6.3 

Applied  Materials 

106 

-5.0 

Storage  Technology 

113 

-3.8 

Control  Data 

105 

-3.6 

Computer  Assoc  IntI 

110 

-3.2 

Archive 

112 

-2.9 

QudiKum  Corp 

125 

-1.9 

Advanced  Micro  Devices 

123 

-1.8 

The  Japanese  have  throttled  back 
production.  The  computer  business, 
which  drives  the  semiconductor 
business,  is  winding  down  with  the 
economy.  It  had  wound  down  suffi- 
ciently by  late  November  that  the 
Japanese  began  to  curtail  produc- 
tion of  memory  chips — a  field  they 
nearly  monopolize. 

With  the  Japanese  reducing  their 
output  and  therefore  the  world  sup- 
ply of  memory  chips,  the  last  two 
remaining  U.S.  producers  of  drams 
(Texas  Instruments  and  Micron 
Technology)  suddenly  discovered 
themselves  selling  into  a  firming 
market.  The  stock  rally  triggered  on 
this  memory  chip  price  firmness, 
and  has  since  rippled  through  the 
whole  semiconductor  group. 

But  to  me  the  memory  chip  rally 
has  the  look  of  a  blip.  It  may  have 
already  spent  the  energy  that  was 
driving  it. 

Analysts  I  spoke  with  who  had 
cut  their  'earnings  estimates  for 
semiconductor  companies  do  not 
now  suddenly  wish  they  had  revised 
them  upward  instead.  The  rally  in 
chip  prices  is  limited  to  memory 
chips.  Business  has  not  picked  up 
for  the  more  significant  types  of 
chips,  the  microprocessors.  And 
will  it? 

Bill  Tai,  who  tracks  the  group  for 
Alex.  Brown  &  Sons,  is  optimistic, 
but  he  suggests  it  is  an  open  ques- 
tion whether  the  rally  can  continue 
to  build  into  one  of  those  classic 
explosive  rallies  of  the  type  semi- 
conductor stocks  are  famous  for. 
The  computer  business  has  to  get 
better  to  make  this  happen.  And  is 
the  computer  business  indeed  im- 
proving? Tai  says,  "That's  what  has 
everyone  scratching  their  heads 
right  now." 

It  seems  to  me  the  Japanese  cut 
production  for  good  reasons,  and  the 
U.S.  chip  rally  is  just  an  aftereffect 
of  their  decision.  Without  real 
strength  in  computers,  the  chip  ral- 
ly cannot  continue,  and  the  com- 
puter business  will  continue  to 
weaken  with  the  economy.  The 
semiconductors  have  shown  us  a 
bear  market  rally,  but  that  is  all  it 
is — a  blip.  The  real  thing  comes  lat- 
er, perhaps  this  summer.  ■ 
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HE SEQUEL 
&THE  EXTRAS, 


Introducing  the  A32 1 ,  the  latest 
^i^bus  aircraft  for  the  short  to 
Tiedium  haul  market. 

More  cost  effective  than  any  of 
ts  existing  competitors,  the  A32 1 , 
«A/ith  up  to  36  more  seats,  is  the 
Derfect  complement  to  the  A320 
vA/hich  has  already  set  sales  records  in 
the  1 50  seat  category. 

Sharing  a  Common  Type  Rating 
with  the  A320,  this  new  1 86  seater 
also  uses  its  proven  advanced 
technology  features  such  as  all-new 


#  .  I  •  •  « 


wing  design,  fly-by-wire  flight  controls 
and  a  centralized  maintenance 
monitoring  system. 

With  the  widest  fuselage 
cross-section  in  its  category,  the 
A32 1  offers  the  highest  standard  of 
passenger  comfort. 

In  addition,  the  full-width 
underfloor  holds  are  capable  of 
accommodating  over  five  tons  of 
revenue-generating  containerized 
cargo. 

By  complementing  the  existing 


range  of  market-matched  aircraft, 
the  A32I  provides  the  most 
cost-effective  solution  for  the 
short-medium  range  180-200  seat 
category. 

And  operated  alongside  the 
A320,  these  aircraft  provide  an 
unbeatable  combination. 


% 


AIRBUS  INDUSTRIE 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Do  Stretch  limos  smack  too  much  of  con- 
spicuous consumption?  Try  an  executiv<e 
van  or  a  customized  bus. 


Land  yachts 


By  Jerry  Flint 
and  Ellen  Paris 


Iimousines  have  their  charms,  of 
_  course.  But  if  you  want  to  get 
I  some  real  work  done  while 
you're  on  the  road,  here's  something 
new:  luxuriously  appointed  vans  out- 


fitted with  all  the  latest  office  gadget- 
ry.  And  if  you  like  to  travel  in  real 
style,  there's  a  bustling  market  in  cus- 
tomized buses. 

Executive  vans  can  be  outfitted  to 
include  desks,  sofas,  chairs  and, 
thanks  to  cellular  telephonies, 
phones,  computers  and  fax  machines, 


not  to  mention  tvs,  vcrs  and  even 
bathrooms. 

"It's  a  new  concept,  like  an  execu- 
tive boardroom  on  wheels,"  says  Jerry 
Puchkoff,  a  New  York  entrepreneur 
who  used  to  hire  chauffeured  stretch 
limos  to  shuttle  around  New  York, 
New  Jersey  and  Cormecticut  hunting 
for  investments  in  auto-related  busi- 
nesses. But  now  he  rents  an  executive 
van  from  Baio  Sophisticated  Limou- 
sines of  Edison,  N.J. 

"It's  real  quality  time  because  it 
takes  you  out  of  the  office  environ- 
ment," says  Puchkoff.  "The  intru- 
sions are  governed  by  yourself.  No 
visitors,  and  you  don't  have  to  take 
calls." 

Another  van  convert  is  Stew  Leon- 
ard, who  owns  and  operates  a  giant 
dairy  store  in  Norwalk,  Conn,  (it  does 
over  $100  million  in  annual  sales). 

Leonard  is  opening  a  second  market 
45  minutes  away,  in  Danbury,  to 
which  he  must  now  travel  frequently. 
The  time  on  the  road  is  not  wasted.  "I 
can  go  up  with  my  architect  and  attor- 
ney, spread  the  plans  on  the  table,  and 
we  can  have  our  meeting  right  there 
in  the  van,"  he  says. 

Leonard  got  the  idea  for  the  vehicle 
from  Masatoshi  Ito,  Japan's  chain- 
store  king  (Ito-Yokado  discount 
stores,  Denny's,  7-Elevens),  who  took 
Leonard  on  a  tour  of  Tokyo  one  day  in 
his  executive  van.  "If  it's  good  enough 
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for  him,  it's  good  enough  for  me/' 
chuckles  Leonard  of  the  Japanese 
bilhonaire. 

Executive  vans  are  popular  with 
real  estate  folks  (who  can  close  deals 
right  on-site)  and  sales  executives 
(who  outfit  their  vehicles  as  mini 
showrooms).  Corporations  also  find 
them  useful  for  transporting  execu- 
tives to  and  from  airports.  Micro 
Switch,  for  example,  a  vmit  of  Hon- 
eywell Inc.,  in  Freeport,  111.,  110  miles 
from  O'Hare,  owns  three  vans 
equipped  with  phones  and  tables  for 
airport  runs. 

Manhattan  Transfer,  of  Brooklyn, 
N.Y.,  rents  its  I4-seater  to  an  ac- 
coimting  firm  for  daily  runs  between 
its  Manhattan  and  Con- 
necticut offices.  "The 
1990s  are  going  to  show  a 
lot  more  demand  for  this 
kind  of  group  transporta- 
tion," says  Scott  Lowe, 
marketing  vice  president. 

The  cost  of  these  con- 
verted vans  generally 
ranges  from  $25,000  to 
$50,000,  though  it's  possi- 
ble to  spend  far  more. 
Among  firms  doing  such 
conversions  are  Celebrity 
Coach  of  Larksville,  Pa.; 
Southern  Coach,  Greens- 
boro, N.C.;  Starcraft 
Corp.,  Goshen,  Ind.;  Com- 


pliment Vans  in  Camanache,  Iowa; 
Coons  Manufacturing  of  Oswego, 
Kans.;  Metrotrans  Corp.  of  Griffin, 
Ga.;  and  Execucoach,  Inc.  of  Boca  Ra- 
ton, Fla.  Execucoach  has  a  six-wheel 
model  that  is  29  feet  long  and  sells  for 
$79,500,  complete  with  bathroom. 
"We  build  a  corporate  jet  on  the 
ground,"  says  Richard  Fleischer, 
Execucoach  president. 

Will  executive  vans  seriously  dent 
the  limo  trade?  Probably  not.  Then 
again,  van  travelers  are  much  less 
open  to  charges  of  conspicuous  con- 
sumption than  are  executives  who 
travel  by  stretch  limo.  "I  have  a  busi- 
ness with  thousands  of  people  going 
in  and  out  each  week,"  says  retailer 
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Leonard.  "With  a  limousine  parked 
outside,  people  would  be  saying  my 
prices  are  too  high,  or  it's  all  going  to 
my  head,  or  what  else  goes  on  inside 
there?" 


The  plain-on-the  outside,  luxury- 
on-the-inside  notion  has  also  hit  the 
recreational  vehicle  market. 

For  prices  ranging  from  $350,000  to 
$600,000  or  so,  you  can  buy  what 
amounts  to  a  yacht  on  wheels  but 
looks  for  all  the  world  like  an  ordinary 
bus.  These  custom-built  condos  on 
wheels  contain  all  the  conveniences 
of  home — and  more.  They  start  out  as 
brand-new,  state-of-the  art  buses, 
built  to  last  around  4  million  miles. 
(Used  buses  really  aren't 
suitable  for  luxury  con- 
versions.) 

Dr.  Richard  Galitz,  42,  a 
Los  Angeles-area  obstetri- 
cian, and  his  wife,  Robin, 
37,  bought  their  motor 
coach  a  year  ago  for 
around  $400,000.  It  was 
built  by  Marathon  Coach 
of  Eugene,  Ore.  Recently 
the  Galitzes  invited  a 
group  of  friends  aboard  for 
a  spin.  While  Richard  Ga- 
litz drove,  Robin  served 
wine  and  cheese  during 
the  90-minute  drive.  "We 
were  going  at  least  60  and 

Photos  byjeffre\'  MacMillan 


Dr  Richard  Galitz,  wife  Robin  and  kids  with  their  $400,000  motor  coach  and  matching  van 
"This  is  our  second  home,  woe  Just  move  it  around." 
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never  even  spilled  a  drop 
of  wine/'  she  laughs. 

Most  motor  coaches  arc- 
easier  to  drive  than  most 
Rvs.  And  you  need  only  a 
standard  driver's  license 
to  operate  one.  "It  drives 
even  better  than  a  car,' 
says  Joe  Thomas,  the  for- 
mer owner  of  a  truckmg 
company  based  in  Greens- 
boro, N.C.  Thomas  and 
his  wife,  Novie,  took  de- 
livery of  their  $500,000 
motor  coach  in  January. 

Exactly  wh.it  the  vehi- 
cle looks  like  mside  is  up  to  you. 
Everything  from  furniture,  flooring, 
cabinets  and  counters  is  installed  by 
the  companies  that  convert  the  buses. 

As  you  enter  a  typical  coach,  the 
driver's  seat  and  passenger  seat  (or 
buddy  seat  as  it's  called)  are  wide, 
comfortable  and  covered  in  butter- 
soft  leather  color-coordinated  to 
match  the  coach's  interior.  The  con- 
trols and  dashboard  resemble  those  of 
a  jet  airplane.  Features  include  elec- 
tronic compass,  water  and  holding 
tank  level  indicators,  and  highway  ra- 
dar detectors. 

Weighing  about  40,000  pounds,  the 
motor  coaches  have  awesome  power 
plants — 450hp  to  475hp  diesel  en- 
gines fed  from  160-gallon  fuel  tanks. 
(They  average  6  miles  per  gallon.) 

The  kitchens  are  generally 
equipped  with  standard-size  home  ap- 
pliances like  double-door  refrigerator, 
trash  compactor,  dishwasher,  garbage 


Joe  and  Novie  Thomas  in  their  $500,000  Liberty  Coach 
"It  drives  even  better  than  a  car." 


disposal  unit,  microwave  oven  and 
even  combination  washer/dryer. 

Bathrooms  come  with  either  full- 
size  fiberglass-molded  showers  or  Ja- 
cuzzi tubs.  There  is  ample  closet 
space  and  storage  space  throughout. 
The  bedroom  is  a  separate  room  with 
queen-size  bed,  color  television  and 
stereo.  There  is  even  a  central  vacu- 
um system  and  three  14,000-Btu  air- 
conditioners  on  board.  Other  popular 
options  include  satellite  dishes  and 
golf  cart  storage  bays.  In  all,  motor 
coaches  average  about  320  square  feet 
of  interior  space. 

The  two  largest  bus  conversion 
companies — Liberty  Coach  of  Chica- 
go and  Marathon  Coach  of  Eugene, 
Ore. — have  seen  their  business  grow 
handsomely  over  the  past  few  years. 
Last  year  Liberty  sold  42  coaches, 
double  the  total  two  years  ago.  In 
1989  Marathon  built  about  56,  up 
from  40  the  year  before,  and  it  expects 


to  build  over  60  this  year. 
Both  Marathon  and  Lib- 
erty buy  the  basic  bus 
from  Prevost  Car,  Inc.,  a 
bus  manufacturer  in  Que- 
bec. Once  ordered,  motor 
coaches  take  about  12  to 
14  weeks  to  complete. 

"This  is  our  second 
home,  we  just  move  it 
around,"  says  Los  Ange- 
les' Richard  Galitz,  who 
has  two  children,  ages  6 
and  9.  "Every  time  we  use 
it  we  feel  like  we're  off  on 
an  adventure."  In  the  last 
year,  the  Galitzes  have  taken  it  from 
Los  Angeles  to  Oregon,  Yellowstone 
National  Park  and  Sun  Valley,  Idaho. 
Like  most  motor  coach  owners, 
they  try  to  stay  in  campgrounds  and 
Rv  parks  while  they're  on  the  road, 
but  in  a  pinch  will  park  overnight  in 
the  parking  lot  of  a  gas  station  or 
supermarket.  "Once  we  shut  the 
blinds  it  doesn't  matter  what's  going 
on  outside,  the  environment  is  so  nice 
in  here,"  says  Galitz. 

How  do  motor  coach  owners  get 
around  once  they  reach  a  destination? 
Many  tow  other  vehicles  behind 
them — like  yachts  pulling  dinghies. 
The  Galitzes,  for  example,  tow  their 
color-coordinated  Chevrolet  Astro 
van.  But  other  owners  like  luxury  lo- 
cally as  well  as  on  the  open  road.  For 
example,  Jerry  Krandall,  an  inventor 
from  southern  California,  tows  his 
white  stretch  limousine  behind  his 
$400,000  Marathon  motor  coach. 


Opera  stars  on  videodisc 

Good  news  for  opera  and  classical 
music  fans.  Videodisc  manufac- 
turers are  now  getting  into  the  market 
in  a  big  way.  Not  only  do  you  get  that 
great  sound  produced  by  compact 
discs,  but  you  can  also  watch  the  per- 
formances with  60%  more  clarity 
than  on  videotape  recordings. 

PolyGram  Records  now  makes 
available  30  opera  titles  on  laser  disc, 
including  Wagner's  Das  Rheinf^old  and 
Die  Walkiire,  as  well  as  Verdi's  Rigoletto 
(featuring  Luciano  Pavarotti)  and  Mo- 
zart's The  Magic  Flute.  Ten  more  opera 
titles  Will  be  available  on  laser  disc  by 
next  Christmas.  Most  opera  record- 
ings include  ten-page  booklets  con- 
taining liner  notes  and  storyboards. 
Each  opera  is  subtitled  in  English. 

Some  of  the  operas  were  filmed  live, 
but  most  have  been  restaged  and 
filmed  specially  for  television,  giving 
better  camera  angles  and  coverage  of 
the  performance.  Prices  for  the  sets  of 
12-inch  discs  range  hom  $35  to  $90, 
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Cartnen,  the  laser  disc 

One  of  30  operas  on  sale. 

depending  on  the  opera's  length. 

Sony  Classical  will  also  get  into  the 
act  this  June  when  it  begins  releasing 
a  series  of  45  concert  performances  by 
the  late  Herbert  von  Karajan,  who 
conducted  the  Berlin  Philharmonic 
for  over  30  years.  Each  performance 
was  filmed  under  the  supervision  of 
von  Karajan  with  the  use  of  at  least 
six    video    cameras    and    recorders. 


Prices  are  still  to  be  determined. 

To  enjoy  these  recordings,  you'll 
need  a  laser  disc  player.  Currently 
there  are  about  20  different  models 
available. 

At  $500,  Pioneer's  LD-870  is  one  of 
the  lowest-priced  players  on  the  mar- 
ket. It's  a  good  unit  for  starters,  but  it 
plays  only  8-  and  12-inch  laser  discs. 
So-called  combi  units — which  can 
play  3-  and  5-inch  cds,  as  well  as  8- 
and  12-inch  laser  discs — start  at  about 
$600  and  range  up  to  $1,500.  (Most 
laser  disc  players  are  combi  players 
and  are  made  by  Sony,  nec,  Pana- 
sonic, Magnavox,  Yamaha  and  Sharp.) 

At  the  top  of  the  market  is  the 
$2,000  Pioneer  Elite  CLD-91. Among 
other  things,  it  can  read  both  sides  of 
the  disc,  so  you  don't  have  to  flip  it 
over  when  one  side  is  completed 
(there's  about  an  hour's  worth  of  play 
on  each  side).  This  is  a  great  unit  if 
you're  a  true  fan  who  wants  to  watch 
two  hours  of  opera  without  getting 
out  of  vour  cli;iir — Evan  McGIinn 
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Collectors 


Remember  those  old  amusement  park 
games  you  played  as  a  kid?  A  Connecticut 
plastic  surgeon  has  a  barnful  of  them,  and 
his  friends  find  them  as  much  fun  as  ever. 


Pretty  penny 
arcade 


By  Christie  Broirn 


PLASTIC  SURGEON  Dr.  Jamcs  Smith 
specializes  in  reconstruction.  Of 
damaged  hands.  Of  burned  skin.  And 
of  old  arcade  games  and  music  ma- 
chines, which  he  collects,  repairs  and 
restores. 
Over  the  last  30  years  Smith  has 


amassed  over  1,000  slot  machines, 
strength  testers,  love  meters,  "shoot 
the  bear"  games  and  the  like,  most  of 
them  dating  from  1890  to  1940. 

These  electromechanical  game  ma- 
chines were  the  Nintendos  of  the  in- 
dustrial age.  But  even  in  these  days  of 
the  microchip,  their  whirring,  flash- 
ing, prize-filled  allure  hasn't  dimin- 


ished for  kids  or  for  adults. 

Smith  houses  his  collection  in  a 
cow  barn  dating  back  to  1790,  now 
meticulously  restored  and  floored 
with  Portuguese  tiles.  Within  are  one- 
armed  bandits  disguised  as  music 
players  (to  thwart  antigambling  laws); 
so-called  trade  stimulators  that  re- 
warded players  with  a  stick  of  gum,  a 
pretzel  or  a  cigar;  and  hand-cranked, 
drop-picture  machines,  featuring  such 
racy  fare  as  "In  a  movie  star's  dressing 
room."  There  are  even  mechanical 
fortune-tellers,  like  the  "Educated 
Donkey."  Drop  in  your  coin,  and  a 
seated  stuffed  donkey  spins  a  wheel 
that  comes  up  with  your  fortune. 

Smith's  barn,  situated  near  his 
Greenwich,  Conn,  home,  has  been 
the  scene  for  many  a  party — birth- 
days, engagements  and  benefits  for  lo- 
cal charities.  Visitors  find  cups  of  pen- 
nies, nickels,  dimes  and  quarters  on 
every  machine,  courtesy  of  Smith. 
("So  I  don't  get  accused  of  running  a 
gambling  operation,"  he  explains.) 

Smith,  who  was  bom  in  1926  in 
East  Liverpool,  Ohio,  started  his  col- 
lection innocently  enough.  In  1961 
his  wife  paid  $10  for  an  old  iron  slot 
machine  and  gave  it  to  Smith  as  a 
joke.  From  then  on  he  was  hooked, 
buying  scores  of  slot  machines  and 
other  games  throughout  the  1960s 
and  1970s,  most  for  less  than  $25. 


Dr.  James  Smith's  rcnoratcd  LOU  ham  tu  (,>vcnii/cb.  (ajuh 
It  aU.  began  with  the  gift  of  an  old  slot  machine. 
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Dr.  Smith  meets  "Dr.  Vibrator  '  (circa  1905) 
Whatever  the  aUment,  a  penny  cures  all. 


Photographs  b\'  M>-lei  Aronou-itz 
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Mt'chciiiical  fire-piece  jazz  hatid 

Originally  part  of  Circus  for  Saints  and  Sinners. 

Many  bear  the  marks  of  famous  old 
manufacturers  like  Mills  Novelty 
Co.,  Caille  Bros,  and  Watling  Manu- 
facturing Co.  They  got  out  of  the 
game  business  in  the  late  1930s  and 
converted  their  plants  into  munitions 
factories. 

These  days  Smith  has  plenty  of 
competition  for  these  old  machines. 
In  addition  to  other  private  collectors, 
Disneyland  and  nostalgia-theme  res- 
taurants like  Bennigans  are  big  buy- 
ers. And  the  prices  reflect  it.  Counter- 
top  slot  machines  now  sell  for  up  to 
$2,000,  and  uprights  in  excellent  con- 
dition bring  up  to  $20,000  at  New 
York's  Sotheby's,  Butterfield  &  But- 
terfield  in  San  Francisco  and  Victori- 
an Casino  Antiques  in  Las  Vegas. 

Many  of  Smith's  games  were  badly 
battered  and  broken  when  he  bought 
them,  and  that's  where  his  surgical 
skills  came  in  handy.  "Human  mus- 
cles are  like  a  motor,"  says  Smith, 
"and  compare  to  a  lot  of  my  ma- 
chines." In  fact,  his  workshop  looks 
like  a  surgical  theater,  outfitted  with 
operating-room  lights  and  sophisti- 
cated medical  tools  used  to  repair  and 
restore  the  devices. 

As  befits  the  physician -collector. 
Smith's  special  favorites  among  his 
games  are  such  marvels  of  quackery 
as  lung  testers,  electric  shockers  (run 
on  dry  battery  cells)  and  "Dr.  Vibra- 
tor" machines,  which  promised  to 
cure  for  a  permy  every  ill  from  head- 
aches to  paralysis. 

Smith's  arcade  collection  also  in- 
cludes more  than  30  music  machines, 
ranging  from  automated  violins   to 


Life-size,  coin-operated  tigers 
A  dime  a  roar. 


our  huge  carousel  band  organs  made 
by  Wurlitzer.  Each  organ,  worth  about 
$50,000  in  restored-to-original  condi- 
tion, makes  as  much  noise  as  a  ten- 
piece  band.  Smith  bought  his  first  one 
in  1968  from  a  dealer  for  several  thou- 
sand dollars.  Others  were  found  at 
auctions  held  at  resort  inns,  traveling 
circuses  and  amusement  parks  like 
Coney  Island  and  the  Danbury,  Conn. 
State  Fair. 

Such  auctions  also  netted  Smith 
hundreds  of  circus  props,  including 
sideshow  banners,  a  five-piece  ani- 
mated jazz  band,  fun  house  mirrors, 
and  a  papier-mache  trapeze  artist, 
which  is  now  hanging  from  the  ceil- 
ing of  his  bam. 

In  1968  Smith  turned  his  collection 
into  a  corporation,  on  the  advice  of  his 
lawyer  and  accountant.  Thus  Truck- 
A-Tune,  Inc.  was  created,  with  Smith 
as  president  and  sole  shareholder,  and 
hiS  five  children,  now  all  grown,  as 
executive  officers.  Besides  attending 
board  meetings,  the  kids'  duties  in- 
cluded selling  popcorn  at  fairs  from 
the  Truck-A-Tune  truck. 


The  corporation  still  lends  the  col- 
lection to  local  museums  like  the 
Bruce  Museum  in  Greenwich,  and 
rents  out  certain  pieces  for  various 
special  events.  Truck-A-Tune  also 
buys,  trades  and  sells.  "It  makes  a 
profit,"  says  Smith,  with  satisfaction. 

Running  the  collection  as  a  busi- 
ness also  allows  Smith  to  trade  items 
of  like  kind  without  incurring  capital 
gains  taxes.  For  example,  in  the  1970s 
Smith  paid  $1,000  for  a  fortune-teller 
machine.  Years  later,  after  being  re- 
stored, it  was  worth  about  $3,000. 
Smith  then  traded  it  for  another  mod- 
el of  equal  value.  A  tax-free  transac- 
tion for  Truck-A-Tune,  according  to 
James  de  Bree  of  Deloitte  &.  Touche. 
Unless  the  property  is  used  for  busi- 
ness or  investment,  any  trade  is  tax- 
able. So  Smith  would  have  been 
zapped  with  a  gains  tax  if  he  had  oper- 
ated his  collection  strictly  as  a  hobby. 

As  a  corporation,  Truck-A-Tunc 
can  also  take  business  expense  deduc- 
tions from  its  income,  of  course.  And 
it  carries  corporate  liability  insurance 
in  case  an  accident  should  occur. 

If  you'd  like  more  information  on 
arcade  games,  there  are  several  publi- 
cations covering  the  field.  Among 
them:  the  Chicagolatui  Ciazette  (pub- 
lished by  Durham  Antiques,  Rock- 
ville,  Md.)  and  Loose  C/xoige  magazine 
(Mead  Publishing,  Las  Vegas,  Ncv.), 
which  also  sponsors  an  annual  L(H)se 
ClKinge  Fun  Fair.  This  year's  event 
(Apr.  7-8)  will  feature  over  800  booths 
of  merchandise  at  the  Pasadena,  Calif, 
exhibit  center. 
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Why  flying  to  Munich  is  considerably 
different  than  flying  to  Muncie. 


Many  domestic  airlines  have  begun  to  fly  across 
the  Atlantic.  But  an  airline  used  to  shorter  flights 
still  has  much  to  learn  about  travelling  overseas. 
On  longer  flights,  passengers  expect  not  just 
more  service,  but  a  different  level  of  service.  Food 
becomes  far  more  important:  ordinary  airline 
meals  just  won't  do.  The  environment  has  .0  be 
equally  comfortable  for  working  or  sleeping,  and 
cabin  attendants  must  be  consistently  sensitive 
to  every  passenger's  needs,  for  every  hour  of 
the  trip. 

In  short,  a  trip  to  Munich  shouldn't  feel  like  a  long 
tnp  to  Muncie. 

That's  why  we  suggest,  when  you're  flying  to 
Germany  and  beyond,  take  the  airline  that  under- 
stands longer  flights. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  Delta, 
USAir  and  Continental/Eastern.  See  your  Travel  Agent  for  details. 


Careers 


Question:  What  do  you  get  when  a  com- 
pany s  68-year-old  founder  refuses  to  cede 
control  to  the  pushy  daughter  who  has 
worked  with  him  1 7 years?  Answer:  A  mess. ' 

'It  would 

be  stupid 

to  quit  now" 


By  Dyan  Machan 


T|he  worst  succession  prob- 
lems for  a  family  business  often 
arise  when  a  founder  stubbornly 
refuses  to  let  go.  An  equally  difficult 
situation  arises  when  his  offspring 
push  too  hard  for  control.  A  case  of 
both  problems  converging  in  a  single 
company  is  Miami-based  Tasco  Corp. 


(1989  sales,  $86  million),  a  leading 
distributor  of  such  optical  products  as 
binoculars,  telescopes  and  rifle 
scopes. 

On  one  side  is  George  Rosenfield, 
68,  who  founded  the  company  some 
40  years  ago.  A  proud  man,  Rosenfield 
steadfastly  refuses  to  say  what  will 
happen  to  the  company  when  he 
leaves.  He  says  he's  in  perfectly  fine 


health,  and  he's  not  going  anywhere. 

hi  the  other  comer  is  Rosenfield's 
daughter,  Sheryl  Rosenfield.  Head- 
strong, 39  years  old  and  eager  to  take 
charge  of  the  company,  Sheryl  has 
worked  at  Tasco  for  her  entire  1 7-year 
business  career  and  currently  carries 
the  title  of  executive  vice  president. 
At  the  very  least,  she  would  like  to 
become  a  partner  with  her  dad.  She 
figures  she's  entitled. 

Dad  disagrees.  "I'm  still  in  charge, 
and  she  doesn't  seem  to  understand 
it,"  says  he.  "You  can't  run  a  business 
where  two  people  are  in  charge."  Re- 
torts Sheryl:  "Dad's  ideal  daughter  is 
one  who  would  be  there  for  him  but 
one  who  wouldn't  want  the  throne. 
That's  not  me." 

Little  wonder,  then,  that  arguments 
break  out  regularly  on  the  second 
floor  of  the  Tasco  building,  where  fa- 
ther and  daughter  keep  their  offices. 
Although  Sheryl  says  she  and  her  fa- 
ther love  each  other,  she  admits  they 
have  had  hundreds  of  ordinary  fights 
and  a  half-dozen  major  blowups.  In 
fact,  Sheryl  has  walked  out  or  been 
sacked  three  times — most  recently  in 
January,  after  a  full  day  of  arguing. 
Frustrated  and  angry,  her  father  fired 
her  for  insubordination.  Two  weeks 
later,  she  returned.  "It's  a  relationship 
that's  very  sick,"  says  Sheryl. 

Sheryl  strongly  believes  that  her 


Tasco  President  George  Rosenfield  with  daughter,  Sheryl,  executive  vice  president 
SvMceasion  remains  a  sore  subject. 
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Well  help  you  make 

the  right  moves  now, 

for  an  edge  on  retirement. 
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The  Principal  Edge.® 

Whatever  retirement  means 
to  you-living  like  a  king,  or 
just  having  more  time  to  play- 
.^  The  Principal  Financial  Group® 

*  helps  you  get  the  jump  on  it,  now. ' 

We  offer  one  of  the  most  diverse  and 
comprehensive  portfolios  of  retirement 
products  in  the  industry.  Products  that  are 
tailored  to  give  individuals  and  businesses 
an  edge. 
The  Principal*  writes  more  pensions  than  anyone 
else.  Our  Pension  Provider,  for  example,  supplements 
company  plans  with  investment  opportunities  in  port- 
folios of  stocks,  money  market  investments,  bonds  and 
mortgages,  even  real  estate.  And  our  annuities  quarantee  you 
a  lifetime  pension  if  your  company's  benefit  plan  doesn't. 
From  mutual  funds*  and  401  K's  to  IRA's  and  insurance  of  all 

kinds.  The  Principal  has  been  helping 
individuals  and  businesses  make  the 
[  most  of  retirement  for  100  years.  Our 

personalized  approach  has  helped  us 
||       become  one  of  America's  largest 
financial  services  organizations. 
'gi'Ol'P  Look  for  The  Principal  Edge. 

t  The  Principal  Financial  Group, 

711  High  Street,  Des  Moines,  lA  50392-01 50. 


Mutual  funds  distributed  through  Princor  Financial  Services  Corporation,  a  registered  broker-dealer  subsidiary  of  Principal  Mutual  Life  Insurance  Company, 
711  High  Street,  Des  Moines,  Iowa.  Prospectus  available  upon  request.  ©  1990  Principal  Mutual  Life  Ins  Co 


dedication  and  energy  over  the  years 
entitle  her  to  a  more  powerful  voice 
within  the  company.  At  23,  a  recent 
graduate  of  the  University  of  Miami 
with  a  political  science  degree,  she 
joined  Tasco  as  a  clerk  and  worked 
her  way  up.  Her  first  job  was  helping 
the  accounting  manager.  After  seven 
years  of  doing  everything  from  credit 
collection  to  direct  mail,  she  was 
named  by  her  father  to  the  number 
two  position  in  the  company:  execu- 
tive vice  president  m  charge  of  mar- 
keting and  advertising,  with  some  re- 
sponsibilities for  operations. 

This  is  not  a  case  of  a  spoiled,  untal- 
ented  child  demanding  more.  Exam- 
ple: Tasco's  children's  microscope 
kits  never  sold  well  until  Sheryl  took 
charge  of  the  segment.  The  micro- 
scopes her  dad  was  selling  were  pack- 
aged in  dreary,  opaque  boxes.  She  re- 
designed the  line  with 
new  models  and  pack- 
aged them  in  silver  box- 
es with  clear  windows. 
A  year  later  orders  for 
more  than  $1  million 
came  in,  triple  what  was 
sold  before.  Today  the 
line  constitutes  10%  of 
Tasco's  sales.  Says  Ro- 
senfield  pere  of  his 
daughter:  "Her  talent 
and  energy  is  far  beyond 
that  of  most  people." 

Why  doesn't  Rosen- 
field  give  Rosenfield 
more  say?  Part  of  the  an- 
swer no  doubt  lies  in  the 
healthy  reluctance  of 
any  person  to  look  his  or 
her  mortality  squarely  in 
the  eye.  Too,  few  busi- 
nessmen of  Rosenfield's 
generation  automatical- 
ly think  of  women — es- 
pecially their  daughters — as  their  po- 
tential equals  in  business.  A  recent 
study  of  18  father-daughter  business- 
es in  California  by  Colette  Dumas,  a 
professor  of  organizational  behavior 
at  the  University  of  Quebec,  revealed 
that  a  large  majority  of  fathers  found 
it  difficult  to  accept  their  daughters' 
business  roles. 

Like  the  majority  <A  father-propri- 
etors in  that  survey,  George  Rosen- 
field  doesn't  view  his  daugliter  as  his 
automatic  successor.  In  fact,  the  68- 
year-old,  who  jogs  almost  every  day, 
sees  no  reason  why  he  should  even 
consider  stepping  aside  anytime  soon, 
or  even  sharing  control  of  the  compa- 
ny. He  shrugs  off  the  fact  that  Sheryl 
has  worked  for  him  for  1 7  years.  His 
typical  response:  "Why  should  I  talk 
about  succession?" 

One  reason  may  be  to  avoid  passing 


ownership  of  Tasco  into  an  outsider's 
hands.  There  have  been  many  inqui- 
ries about  buying  Tasco,  all  of  which 
have  been  rebuffed.  George  Rosen- 
field  says  an  outsider  couldn't  possi- 
bly care  as  much  about  the  business 
as  he  does. 

Sheryl  Rosenfield  has  a  brother, 
Howard,  43.  He  is  a  psychiatrist  and 
was  never  interested  in  the  business,*^ 
whereas  Sheryl  loved  listening  to  her 
father  talk  business  over  the  dinner 
table.  George  Rosenfield  smiles  when 
he  recalls  how  she  used  to  come  into 
his  office  and  help  dictate  his  letters. 

Until  recently,  Sheryl  Rosenfield 
thought  the  differences  between  her 
and  her  father  made  the  two  a  good 
team.  He  is  an  avid  risk  taker,  she 
says,  while  she  is  more  conservative 
and  long-range  oriented. 

Now,  however,  Sheryl  says  she  is 


Looking  through  Tasco  hinoculars 
WKen  will  the  bickering  end? 


convinced  her  father  will  often  take  a 
differing  view  just  to  contradict  her. 
For  instance,  she  once  suggested  that 
Tasco  try  advertising  in  a  different 
magazine  to  reach  new  readers.  Her 
father  dismissed  the  idea  without 
consideration,  says  Sheryl. 

"He'll  take  the  opposite  position 
just  to  argue,  and  then  say,  'Well, 
what  did  you  ask  me  for  if  you  didn't 
want  to  know?'  "  Other  times,  she 
says,  she  will  tell  him  something 
about  what  the  competition  is  doing, 
and  he  won't  believe  it  until  he  hears 
it  from  three  others.  Then  she  loses 
her  temper. 

The  tensions  last  flared  in  January. 
Father  and  daughter  returned  from  a 
two-week  business  trip  to  Las  Ve- 
gas- he  tired,  she  with  a  nagging 
backache.  Before  the  day  was  over, 
both  Rosenfields  had  lost  their  tem- 


pers several  times,  and  father  asked 
daughter  to  leave. 

The  news  rippled  through  the  com- 
pany. Within  two  days  the  principals 
were  talking  on  the  phone  and  trying 
to  patch  things  up.  A  memo  was  sent 
out  the  next  week  to  Tasco's  215  em- 
ployees explaining  that  Sheryl  did  not 
quit  and  was  not  fired;  she  was  home 
recuperating  from  a  back  injury.  The 
note  also  apologized  for  any  disrup- 
tion the  arguments  might  have 
caused. 

Within  two  weeks,  a  slightly  sub- 
dued Sheryl  returned  to  work.  "If  he's 
not  ready  to  let  me  run  the  company," 
she  says,  philosophically,  "there  are 
advantages  to  being  number  two." 
Whereas  she  once  said  she  "could  not 
accept  the  fact  that  he's  the  boss," 
today  she  says  she  has  "temporarily" 
given  up  "butting  heads  and  trying  to 
take  over." 

There  have  been  other 
changes,  too.  No  longer 
does  she  try  to  compete 
with  her  father  by  flying 
all  around  the  country  to 
call  on  key  accounts, 
even  though  she  is  in 
charge  of  marketing.  She 
explains,  "I  used  to  com- 
pete, to  prove  I  could  do 
it.  Now  I  won't  any- 
more. I'll  focus  on  doing 
the  things  in  the  compa- 
ny that  I  enjoy."  These 
include  administration, 
strategic  planning  and 
product  introduction. 

What  lessons  does 
Sheryl  Rosenfield  draw 
from  her  experience? 
She  says  she  regrets  not 
having  had  experience 
outside  her  father's  com- 
pany before  she  stepped 
in.  That,  she  says,  might  have  helped 
build  her  self-confidence  and  her  cred- 
ibility with  her  father — and  at  the 
very  least  provided  her  with  a  career 
safety  net.  As  it  stands  now,  Sheryl 
feels  stuck.  She  feels  she  has  been  at 
the  company  too  long. 

"Succession  should  be  like  a  dance, 
a  slow  and  subtle  tango,"  says  Wendy 
Handler,  a  family  business  expert  at 
Babson  College  in  Welleslcy,  Mass. 
"Every  step  she  makes  should  be  in 
concert  with  her  dad  freely  giving  up. 
Then  she  slowly  moves  in." 

Perhaps  the  younger  Rosenfield  has 
already  grasped  this.  Still  hard  at 
work,  she  says:  "It  would  be  stupid  to 
leave  now."  George  Rosenfield, 
meanwhile,  seems  to  be  softening  a 
bit,  perhaps  entertaining  for  the  first 
time  the  idea  that  his  daughter  could 
someday  run  the  company.  ■ 
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'Its  always  better 

to  negotiate  from 

a  position  of  power' 

In  llw  conference  room  or  on  the  liii>/m'(i\\ 

the  more  support  yon  have  behind  you,  the  more 

moves  yon  can  make  with  ahsohite  confidence. 

Thais  the  whole  idea  of  the  extra  powerful  I56~hp, 
four-cam,  24-valve  Camry  V6  engine.  l)esii>ned 

to  deliver  that  extra  boost  in  ptfssini^,  climbini^  or 

towiny,  power,  it  i>ives  you  the  advantai^e  in  chal- 

lengini*  transactions  on  the  road.  Yet  it  provides 

yon  with  roomy  comfort  you  can  appreciate  even 

at  your  ijuickest  executive  pace.  The  1990 1'oyota 

Camry  V6.  A  dynamof>ra  dymuno. 

''Toyota,  I  love  what  you  do  for  mey 


Call  I  KOOCiO  TOYOTA  lor  more  intorinalion  and  the  lotalion  of  your  ncarcsl  dealer.  Get  More  From  Lite . . .  Buckle  Up!  ©  1989  Toyota  Motor  Sales.  U.S.A..  inc. 
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Marksmanship 

Fl  or  years  Wall  Street  has  been  bad- 
gering Reuben  Mark  to  make  a  big 
acquisition.  Now  Mark,  chairman  of 
Colgate-Palmolive  Co.,  just  might. 
His  target?  American  Cyanamid's 
Shulton  Group,  the  maker  of  Old 
Spice  aftershave  and  Pine-Sol  cleaner. 
Shulton  is  now  on  the  block  for  about 
$750  million. 


With  around  two-thirds  of  its  $600 
million  sales  coming  from  the  U.S., 
Shulton  would  better  balance  Col- 
gate's U.S.  sales  with  its  foreign  sales, 
while  adding  products  that  Mark  says 
are  "right  smack  in  the  middle  of  our 
core  businesses."  American  investors 
think  of  Colgate,  with  $5  billion  in 
annual  sales,  as  the  perennial  also-ran 


Jodi  Murcn 


Colgate  Chairman  Reuben  Mark 

How  to  hail  a  Russian  cab  with  toothpaste. 


to  $21  billion  (sales)  Procter  &  Gam- 
ble. But  overseas,  source  of  nearly 
70%  of  Colgate's  sales,  consumers 
know  Colgate  as  the  top  producer  of 
everything  from  toothpaste  to  soap  to 
detergent.  Procter  &  Gamble  books 
40%  of  its  sales  overseas. 

So  far  this  year  Mark,  5 1 ,  has  done  a 
series  of  small  but  strategic  deals  that 
"are  almost  invisible  to  U.S.  inves- 
tors." He  bought  a  Canadian  bleach 
company  for  $172  million  and  Colora- 
do-based Vipont  Pharmaceutical,  a 
dental  care  company,  for  nearly  $100 
million.  Mark  also  formed  a  $90  mil- 
lion joint  venture  to  market  house- 
hold products  in  Portugal  and  a  $220 
million  joint  venture  to  sell  soaps  and 
lotions  in  Italy. 

Sitting  in  his  spacious  but  spare  of- 
fice above  Manhattan's  Park  Avenue, 
Mark  says  he  introduced  an  "eight- 
year"  plan  in  1984,  designed  to  get 
return  on  equity  up  from  less  than 
12%  to  18%  by  1991.  By  1989  it  had 
surpassed  25%,  as  Mark  cut  discount 
promotions,  extended  product  lines 
and  tied  salesmen's  incentives  to 
profitability  as  well  as  to  volume. 

Mark  hints  that  the  Soviet  Union 
may  loom  in  Colgate's  future.  In  the 
U.S.S.R.,  says  Mark,  "Colgate  tooth- 
paste has  become  a  medium  of  ex- 
change. To  flag  a  taxi,  you  wave  that 
red  box,  then  pay  the  driver  with  the 
tube."  If  Mark  can  translate  that 
brand-name  recognition  into  hard 
coin,  he'll  really  have  something. 


"Sdnimpeter  was  right" 

Tlhis  month  a  bill  that  would  re- 
strict program  trading  should  hit 
the  House  floor.  One  of  the  driving 
forces  behind  it  is  Charles  Wohlstet- 
ter,  79,  chairman  of  Contcl  Corp.,  the 
Atlanta-based  independent  telecom- 
munications company  (1989  reve- 
nues, $3.1  billion)  he  built  from 
scratch  with  more  than  700  acquisi- 
tions since  1961. 

Program  traders  raised  Wohlstct- 
ter's  hackles  in  last  October's  Friday' 
the  13th  plunge,  when  Contel's  stock 
dropped  12%  in  a  day.  "It  was  not 
because  the  economy  was  bad  but  be- 
cause some  machine  kept  sending  sell 
signals,"  blasts  Wohlstetter.  "And  it 
was  like  Woody  Allen  was  running 
the  damn  machine." 

Wohlstetter's  efforts  to  enlist  other 
corporate  chairmen  to  protest  pro- 
gram trading  went  nowhere.  "Schum- 
peter  was  right  when  he  said  the 
American  businessman  is  afraid  to 
take  a  stand  on  anything,"  says  Wohl- 
stetter. So  he  produced  a  pamphlet 
called  "Markets  Madness,"  which  he 
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"Eastern  Europe  means 
lots  of  reward . . .  and  lots  of  risk. 
That's  where  we  come  in." 


yl 


Christian  Dabrns,  managing  partner  of Janch  & 
Hiibener,  West  Germany,  aJ&H  UNISON  partner: 

Eastern  Europe's  drive  for  a  new  economic 
order  calls  for  investment  on  an  unprecedented 
scale. 

These  nations  need  just  about  everything  the 
Western  world  takes  for  granted: 
telecommunications  systems,  efficient  power 
facilities,  better  roads,  modern  factories 
and  distribution  centers. 

And  there's  something  else  they'll  need.  iJie 
insurance  and  risk  management  professionalism 
to  support  that  investment. 

Because  a  state-controlled  insuriiXice 
mechanism  and  a  free  market  apparatus  are 
entirely  different  animals. 

That's  why  we've  just  become  the  first  Western 


insurance  broker  to  open  in  Eastern  Europe. 

Our  first  Jauch  &  Hubener  UNISON  office  will 
open  in  Hungary  And  we  plan  another  for 
Czechoslovakia  shortly  East  Germany  we'll  serve 
from  our  current  Berlin  office. 

UNISON  clients  represent  three  quarters  of  the 
top  100  U.S.  multinationals  and  a  third  of  Europe's 
leading  companies. 

Many  are  committed  to  "think  global;  act  local" 
business  strategies. 

We've  just  made  it  easier  for  them  in  a  new 
market  of  150  million  customers. 


JOHNSON 
JgLTJIGGINS 


Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES:  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE 


Contel  Chairman  Charles  Wohlstetter 
Program  trading,  a  "seiamic  crap  game.' 
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sent  to  some  61,000  of  Contel's  share- 
holders. Within  weeks  42,000  of  them 
wrote  back,  agreeing  with  Wohlstet- 
ter's  contention  that  program  traders 
are  using  "the  Exchange's  own  com- 
puters ...  to  play  a  kind  of  seismic 
crap  game."  Wohlstetter  delivered  the 
letters  in  an  avalanche  of  mailbags  to 
Representative  Edward  Markey 
(D-Mass.),  who  is  sponsoring  the  bill 
to  curb  program  trading. 

Wohlstetter  takes  on  Wall  Street 
from  a  position  of  knowledge.  He  was 
a  member  of  the  New  York  Stock 
Exchange  for  more  than  30  years, 
starting  as  a  runner  in  February  1929, 
and  founding  his  own  brokerage  in  the 
depths  of  the  Depression.  In  the  mid- 
1930s  he  secretly  bought  control  of 
Mission  Corp.  for  J.  Paul  Getty. 

Now  that  Congress  has  picked  up 
his  battle,  Wohlstetter  is  taking  on 
the  pension  fund  managers  who  are 


agitating  for  seats  on  company  boards. 
"In  all  the  years  I  spent  on  Wall 
Street,  I  never  met  anybody  who 
could  run  anything,"  growls  Wohl- 
stetter. "Now  these  knuckleheads 
who  know  nothing  about  anything 
except  how  to  push  a  few  chips  to- 
gether think  they  can  run  the  Ameri- 
can economy." 


HewpCMd 

TIhe  public  market  for  junk  bonds  is 
in  tatters,  and  many  commercial 
banks  are  reeling  from  overleveragcd 
transactions.  Opportunity,  says  Eric 
Simonson.  He  hopes  that  capital- 
hungry  companies  will  dip  deeper 
into  the  $200  billion  private  place- 
ment market  controlled  by  the  insur- 
ance companies  and  pension  funds. 

Simonson?  He  is  managing  director 
of  corporate  finance  for  Prudential  In- 
surance Co.  of  America.  Simonson, 
44,  oversees  the  largest  single  portfo- 
lio of  private  placement  corporate 
debt  in  the  U.S.— more  than  $20  bil- 
lion (at  par),  issued  by  some  550  com- 
panies. None  of  this  is  the  kind  of 


junk  debt  associated  with  Michael 
Milken  and  Drexel  Bumham:  Pruden- 
tial is  precluded  from  investing  in 
junk  for  hostile  deals. 

Simonson  says  a  high-quality  com- 
pany can  privately  place  fixed-rate, 
long-term  debt  at  rates  as  little  as  Vk  of 
a  point  higher  than  bank  debt.  And 
these  days,  the  ravaged  public  junk 
market  could  command  rates  as 
much  as  300  basis  points  (3%)  higher. 

How  can  he  lend  at  rates  lower  than 
those  in  the  public  market?  First,  Si- 
monson— who  as  a  Navy  navigator 
during  the  Vietnam  War  hauled  away 
damaged  vessels — knows  junk  when 
he  sees  it.  In  the  subordinated  debt 
deals  that  he  does  like,  he  insists  on 
getting  equity  kickers  and  usually  re- 
quires covenants  that  are  much  more 
restrictive  than  those  in  the  public 
junk  market.  Today,  Simonson  ar- 
gues, borrowers  are  willing  to  make  a 
few  compromises  to  avoid  the  tur- 
moil of  the  public  markets.  "A  while 
ago,  basis  points  were  everything,"  he 
says.  "But  now  companies  are  looking 
around  for  their  old  lenders  and  ask- 
ing, 'Where  are  they  now?'  " 


A  tale  of  two  Freds 

In  the  go-go  stock  market  of  the 
1960s,  three  gunslinging  money 
managers  named  Fred  found  fame  and 
fortune  in  mutual  funds.  They  were 
Fred  Alger,  Fred  Carr  and  Fred  Mates, 


/;>-/c  Simonson  ol  I'nuk'tilial  hisuramc 
Equity  kicken  and  tougher  covenant*. 
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Jtjhn  Abboii 


Mutual  fund  whiz  Fred  Alger 

The  former  go-go  manager  who  got  out  of  junk. 


of  the  Mates  Fund. 

Mates  is  no  longer  with  us,  but  the 
other  two  Freds  are  very  much  ahve, 
and  charting  very  different  paths. 
Carr,  of  course,  is  chairman  of  First 
Executive  Corp.  of  Los  Angeles.  His 
firm  is  teetering  on  the  edge  of  a  peril- 
ous junk-bond  cliff,  facing  hostile 
shareholders,  regulators — and  annu- 
ity holders  who  are  cashing  in  policies 
in  such  numbers  that,  according  to 


one  insider,  requests  to  surrender  pol- 
icies are  "stacked  to  the  ceiling." 

This  is  quite  a  contrast  to  the  ho- 
sannas  that  are  falling  at  Fred  Alger's 
feet.  Alger  stayed  in  the  mutual  fund 
game.  Investors  who  bought  into 
Small  Capitalization  Fund,  one  of 
nine  portfolios  that  are  managed  by 
Fred  Alger  Management  Inc.,  saw  the 
fund's  net  asset  value  climb  64%  last 
year;  this  placed  the  fund  sixth  out  of 
994  followed  by  Forbes.  (Alger  was 
recently  charged  by  the  Securities  &. 
Exchange  Commission  with  inflating 
results  in  advertisements  that  ran 
in  1986,  but  his  recent  record  is 
tinquestioned.) 

Alger  looks  even  smarter  to  inves- 
tors in  his  $5  million  high-yield  bond 
fund.  Alger  took  the  unusual  step  of 
liquidating  his  bond  fund  in  the  sum- 
mer of  1989,  well  before  the  junk  mar- 
ket began  to  collapse.  Investors  shift- 
ed much  of  the  money  into  Alger's 
equity  funds.  Holders  of  other  high- 
yield  funds  were  not  so  lucky;  they 
watched  their  investments  plunge. 

Why  did  Alger  flee  junk  while  so 
many  other  managers — including  the 
other  Fred — were  still  grabbing  those 
high  yields?  He  replies:  "We  ran  a 
computer  screen  of  1,400  stocks  to  see 
if  you  could  lbo  them  at  a  33%  premi- 
um to  their  current  stock  price  and 
still  have  enough  money  left  to  run 
them  profitably.  Only  20  companies 
passed  the  test." 

This  told  Alger  that  with  buyouts 
coming  along  at  prices  50%  and  100% 
above  market,  disastrous  defaults  lay 
ahead. — Gretchen  Morgenson 


^Habla  Galavision? 

Mexican  media  mogul  Emilio  Az- 
carraga  Milmo,  59,  is  broadening 
his  family's  U.S.  asset  base.  In  January 
he  launched  The  National,  an  all-sports 
daily.  Then,  last  month,  Azcarraga  be- 
gan transforming  Galavision — his 
ten-year-old  cable  programming  ser- 
vice— into  an  over-the-air  television 
network  aimed  at  the  roughly  25  mil- 
lion Hispanic  residents  of  the  U.S. 

Azcarraga's  family  controls  Mexi- 
can broadcasting,  recording  and  video 
interests  worth  at  least  $650  million. 
As  he  builds  his  U.S.  broadcast  base, 
Azcarraga  will  focus  on  viewers  of 
Mexican  and  Central  American  ori- 
gin, who  make  up  75%  of  the  Hispan- 
ic population  in  the  U.S.  He  already 
controls  Televisa,  S.A.,  which  com- 
mands 90%  of  Mexico's  television  au- 
dience. Drawing  on  Televisa's  enor- 
mous production  capacity — about 
17,000  hours  of  news,  sports  and  en- 
tertainment a  year — Galavision  will 
keep  programming  costs  low. 

Galavision  is  starting  small.  Azcar- 
raga has  signed  up  one  uhf  station  in 
Los  Angeles  and  another  in  Houston. 
By  the  end  of  the  year,  however,  he 
plans  to  sign  up  ten  more  independent 
stations  in  such  top  Hispanic  markets 
as  Phoenix,  San  Antonio  and  Chicago. 

Azcarraga  has  two  principal  rivals: 
Univision,  owned  by  Hallmark  Cards 
Inc.;  and  Telemundo,  controlled  by 
Saul  Steinberg's  Reliance  Capital 
Group.  But  both  rivals  are  losing  mon- 
ey and  are  loaded  down  with  expen- 
sive junk  debt.  Univision  relies  on 
Azcarraga's  Televisa  for  more  than  a 
third  of  its  programming,  while  Tele- 
mundo has  been  a  sometime  custom- 
er. For  them,  Galavision  is  hardly 
something  to  celebrate. — Joel  Millman 


Nadinc  Markova 


Invading  media  baron  Emilio  Azcarraga 
Hispanic  TV,  with  a  sharp  focus. 
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Ii\  PARADISE 


An  island  paradise  that  offers  you 
xVtotal  relaxation  plus  the  thrill  of  dis- 
covery. Stroll  pristine  beaches.  Scuba  dive 
in  world  class  v/aters  and  reefs  renov/ned  for 
the  splendor  of  their  colors  and  tropical 
fish.  Or  snorkel  right  near  your  beach-side 
cottage.  Go  fishing  for  the  big  ones,  or  just 
relax  in  the  sun  by  the  pool.  On  Forbes  Maga- 
zine's Laucala  Island,  all  the  choices  are 
yours. 

BUT  JUST  FOR  A  FEW . . . 
Forbes  loves  its  private  Fiji  island,  and 
we  think  you  will,  too.  We've  put  out  the 
welcome  mat,  but  only  for  a  few  at  a  time. 
We  have  4  guest  cottages  so  we  can  take  only 
a  limited  number  of  people.  For  7  nights 
and  8  days  the  cost  is  $2150  per  person,  and 
that  includes  everything:  all  activities, 
meals,  drink,  lodging  and  a  round-trip  flight 
between  Laucala  and  Nadi  International 
Airport  (on  the  main  island).  It's  the  "in" 
place  to  go,  away  from  the  cold,  the  traffic, 
the  noise,  the  hassle.  Service  with  a  smile 
and  no  tipping. 

So  come  on  out."  Lose  yourself  in  a  South 
Pacific  dream,  the  way  you  knew  it  was 
meant  to  be. 

For  information  please  write: 
Errol  Ryland,  Manager 
Box  303,  Fort  Cxarland,  CO  81 133 
or  call:  719-379-3263 
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What  might  keep  the  market  from 
heading  higher?  Debt,  says  Charles 
Allmon,  a  very  conservative  money 
manager  whose  $125  million  (net  as- 
sets) Growth  Stock  Outlook  Trust  has 
been  65%  or  more  in  cash  since  it  was 
foimded  in  1986.  Allmon  favors  com- 
panies with  clean  balance  sheets,  and 
can't  find  very  many  at  good  prices 
these  days.  He  expects  that  a  credit 
crxmch  will  soon  force  long  Treasury 
bond  yields  up  to  the  9%% -to- 11% 
range,  from  about  81/2%  currently. 

Allmon  is  doing  some  selective 
stock  buying,  but  not  in  the  U.S.  Re- 
cent purchases  include  Nestle  (Swit- 
zerland), Deutsche  Bank  (West  Ger- 
many) and  Glaxo  Holdings  (U.K.).  The 
proportion  of  foreign  stocks  in  his 
portfolios  has  risen  to  10%. 

For  U.S.  stocks  in  general,  February 
proved  to  be  a  much  better  month 
than  January,  and  the  momentum  car- 
ried over  into  the  first  part  of  March. 
But  trading  volume  deteriorated 
somewhat  in  February.  On  the  New 
York  Stock  Exchange  the  average  dai- 
ly volume  was  156  million  shares, 
down  10%  from  January. 

During  the  two  weeks  ended  Mar. 
8,  the  Dow  industrials  picked  up 
about  120  points,  or  4.7%,  to  get  with- 
in a  hair's  breadth  of  2700.  The  Wil- 
shire  index  of  6,000  common  stocks 
gained  about  4%  during  this  period.  If 
the  market  keeps  rising,  and  if  All- 
mon is  right  about  a  credit  crunch 
ahead,  the  correction  could  be  nasty. 


The  overall  market' 

Performance 

Price 

Total  return 

3000 

Last  4  weeks 
-  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (3/15/85) 

2.0% 
-4.1 
-6.9 
80.0 

2.3% 
-3.4 
-5.6 

114.4  j/yi>i 
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The  Wilshire  index  as  of  3/8/90 
-  Market  value;  $3,040.6  billion 
Price/book:  3.1           j>tA^_. 
P/E:  14.6                jy*\ 
Yield:  3.2%          /  / 
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The  Best  Performing  Stocks 


The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

MGM/UA  Communications 

17% 

51% 

NA 

2,135 

4.1 

Wang  Laboratories 

6 

50 

NA 

4,876 

1.8 

Adobe  Systems 

38% 

41 

25 

9,222 

3.0 

Contel  Cellular 

23'/2 

32 

NA 

728 

1.1 

TJX 

16V8 

23 

14 

1,905 

0.9 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

C  R  Bard 

UVi 

-23% 

12 

7,058 

4.7 

Hilton  Hotels 

bm 

-21 

22 

2,140 

0.6 

LIN  Broadcasting 

86'/2 

-21 

NA 

5,954 

1.1 

FHP 

lei^z 

-20 

15 

4,725 

1.8 

*    Lyondell  Petrochemical 

nVi 

-13 

4 

1,352 

1.1 

Closeup  on 

the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stocks,  capitalization  tveighted 

3,281.11 

3.9% 

Europe,  Australia,  New  Zealand  and  Far  Easf 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

918.80 

-4.9% 

Wilshire  index 

6.000  stocks.  e<]ual  weighted 

21.37 

3.0 

Institutional 

Approximately  200  stocks  with  high  Institutional  ownership 

113.48 

5.4 

Dow  Jones  industrials 

30  stocks:  dlvisor.4d{usted  price  average 

2,696.17 

4.7 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

104.43 

1.1 

S&P500      ^ 

Capitalization  weighted  cruss  section,  major  stocks 

340.27 

4.5 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

162.07 

2.7 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

187.35 

3.9 

Gold*  (Composite  quote  of  6  major  dealers) 

$402.50 

-3.7 

Yen*  (per  $U.S.) 

151.15 

3.2 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

361.51 

2.3 

Commodity  index*  (CRB  futures  index,  1957=  lOO) 

238.97 

1.2 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

436.50 

3.3 

Oil*  W  Texas  Intermediate) 

$20.80 

^.4 

T  Bills*(90  days) 

7.89% 

5  basis  points' 

Amex  international  market  index 

Capitalization  weighted.  SO  largest  AORs 

307.74 

-2.7 

Broker  loan  rate* 

9.25% 

unchanged 

Note:  All  data  for  periods  ending  3/8/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  at)ove  have  market  capitalizations  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
^Average  daily  volume  over  a  2-week  period.  'Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ^Morgan  Sunley 
Capital  International  Perspective.  ^For  period  ending  3/9/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  Knight-Ridder  Financial  Information. 
A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NA:  Not  applicable. 
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CRB  Spot  Indexes 
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CRB  Futures  Indexes 
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Precious  metals^    ■  Futures  index^ 


The  Commodity  Research  Bureau  futures  price  index  rose 
2%  in  the  first  two  months  of  the  year,  reaching  its  highest 
point  since  July  1989.  Besides  anticipating  price  changes  in 
a  basket  of  21  commodities,  this  index  is  sometimes  used 
by  commodity  traders  (and  other  amateur  and  professional 
economists)  to  predict  changes  in  the  inflation  rate  and 
interest  rates.  William  Byers,  who  follows  commodities 
for  Bear,  Steams,  says  there  is  sometimes  a  correlation 
between  the  crb  index  and  subsequent  action  in  the  credit 
markets.  Although  the  index  is  useful  for  predicting  com- 
modity price  trends,  adds  Byers,  it  gives  too  much  empha- 
sis to  items  such  as  grains  and  soybeans  to  give  a  good 
macroeconomic  forecast. 


For  inflation  forecasting  purposes,  the  crb  index  may  be 
a  victim  of  its  own  accuracy.  James  Nevler,  an  analyst 
with  Knight-Ridder  Commodity  Research  Bureau,  points 
out  that  because  inflation  fighting  has  become  such  a  high 
priority,  the  Federal  Reserve  will  routinely  act  even  when 
there  are  the  slightest  expectations  of  higher  inflation.  For 
example,  in  1987  the  crb  index  rose  dramatically,  as  did 
interest  rates  a  few  months  later. 

As  a  result,  price  increases  predicted  by  indexes  such  as 
the  CRB  may  never  materialize.  It's  a  sort  of  self-denying 
prophecy.  "The  crb  was  a  better  forecasting  tool  back  in 
the  1970s  because  the  Fed  waited  longer  to  take  action," 
says  Nevler. 


Commodity  Spotlight 


Cash  and  Futures  Prices 


May  Gasoline  Futures^ 

70 

65 

60 
55 

(0/gallon) 

/  y  ^\/    ^'^^^ 

1 

1989                          1990 

Environmental  laws  compel  refiners 
to  lower  the  vapor  pressure  of  gasoline 
during  warmer  months  to  reduce  air 
pollution.  May  is  the  first  month  of 
the  season  when  fuel  must  meet  these 
standards.  Because  of  intense  specula- 
tion about  whether  supplies  of  low- 
vapor  pressure  gasoline  will  be  ade- 
quate for  the  summer  driving  season, 
the  May  futures  contract  has  been  as 
volatile  as  a  hot  can  of  gas. 


Spot  Indexes 

Futures  Indexes 

Index^ 

Value 

3-mo  change 

Index^                              Value 

3-mo  change 

All  commodities 

264.00 

-1% 

CRB  Index                         234.59 

3% 

Raw  industrials 

303.94 

-1 

Precious  metals                 299.61 

-5 

Metals 

294.55 

-3 

Industrials                        251.71 

-1 

Textiles 

242.34 

-3 

Grains                                196.60 

-4 

Foodstuffs 

215.22 

1 

Livestock  &  meat                212.54 

-1 

Spot  Commodity  Prices 

Futures  Prices 

Commodity 

Price       3- 

mo  change 

Commodity                        Price 

3-mo  change 

Steel  scrap  ($/short  ton) 

$101.00 

5% 

April  platinum  ($/troy  oz)  $508.00 

3% 

Copper  scrap  (e/pound)  - 

85.00 

-5 

April  crude  oil  ($/barrel)       21.54 

9 

Print  cloth  (0/sq  yard) 

71.00 

-4 

May  copper  («/pound)        108.25 

4 

Corn  (e/bushel) 

241.00 

4 

May  cotton  (e/pound)           70. 16 

-3 

Soybean  oil  (2/pound) 

21.80 

14 

May  Chi  wheat  («/bushel)    362.25 

7 

Notes:  All  data  as  of  2/28/90.  'Comprised  of  13  commodities.  ^Comprised  of  the  \i  raw  industrial  commodities  plus  10  foodstuffs.  'Gold,  platinum  and  silver  ^Comprised  of  21 
commodities.  ^Prices  from  12/1/89  through  3/7/90.  ''Base  for  spot  and  futures  indexes  (1967  =  100).  Source:  KnightRidder  Commodity  Research  Bureau 
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If  Lorenzo  de'  Medici  were  alive  todaj^ 
here's  one  award  he'd  want. 


As  a  business  leader  and  patron  of  the 
xjL  arts,  Lorenzo  would  have  wanted 
the  Medici  Bank  to  get  the  credit  it  deserved. 

Today,  those  businesses  that  supported  the 
arts  in  1989'' can  compete  for  a  Business  in  the  Arts 
Award.  Sponsored  by  the  Business  Committee  for 
the  Arts  and  FORBES  Magazine,  this  prestigious 
national  award  recognizes  innovative  partnerships 
between  business  and  the  arts. 

Nominations  are  now  open  for  any  business. 


large  or  small,  that  contributed  money, 
personnel,  goods  or  services  to  the  arts.  To 
nominate  a  business,  write  the  Business  Com- 
mittee for  the  Arts,  Inc.,  1775  Broadway,  Suite  510, 
New  York,  New  York  10019.  Or  call  (212)  664-0600 
for  information. 

But  you  must  not  delay:  The  deadline  for  entry  is 
May  31, 1990.  After  that,  your  business  will  have  as 
much  chance  to  win  as 
Lorenzo  de'  Medici. 


El 


BUSINESS  COMMITTEE 
FOR  THE  ARTS.  INC. 


This  advertisement  prepared  as  a  public  service  by  OgiIvy  &  Mather. 


The  Funds 


If  you  re  captivated  by  Eastern  Europe, 
pause  before  diving  into  the  Germany 
Fund  at  a  huge  premium.  There  seems  to 
be  a  better  way. 


East  bloc 
arbitrage 


By  nichael  Fritz 


WESTERN  INVESTORS  havc  been 
raring  to  invest  in  the  East 
bloc.  In  just  the  last  year, 
Americans,  Europeans  and  the  Japa- 
nese have  jammed  billions  into 
closed-end  funds  that  buy  up  stock  in 
West  European  companies  on  the 
chance  they  could  profit  from  their 
eastern  neighbors. 


Perhaps  an  eastern  economic  re- 
naissance will  rub  off  on  shares  of  the 
Germany  Fund  or  the  Austria  Fund, 
perhaps  not.  But  before  diving  in,  con- 
sider that  there  may  be  a  better  way  to 
get  a  piece  of  Eastern  Europe,  exem- 
plified by  the  Emerging  Eastern  Eu- 
rope Fund. 

This  $75  million  venture  fund, 
based  in  Bermuda,  won't  easily  be 
available  to  Americans  until  it  starts 


|..l,„s,K,il 


trading  in  London  in  1992.  But  look 
closely  at  what  the  managers  of  this 
venture  capital  pool  aim  to  do.  It  sug- 
gests a  way  to  get  a  purer  play  on 
Eastern  Europe — and  to  do  so  poten- 
tially at  a  discount,  not  at  a  premium. 
If  it  catches  on  there  will  doubtless  be 
copycat  funds  that  will  be  available  to 
Ainericans. 

The  Emerging  Eastern  Europe  Fund, 
administered  by  Tyndall  Holdings 
Pic,  a  London  fund  manager,  aims  to 
put  the  hard-currency  money  raised 
in  London  into  factories  located  in 
soft-currency  countries  such  as  Po- 
land, Hungary,  Yugoslavia,  Bulgaria 
and  Czechoslovakia.  The  idea  is  to 
leverage  these  hard  dollars  into  very 
favorable  terms  in  the  target  coun- 
tries, using  a  mix  of  debt-for-equity 
swaps,  countertrade  (international 
barter)  and  cash. 

The  expertise  for  putting  the  deals 
together  is  coming  from  ContiTrade 
Services  Corp.  ContiTrade  is  the 
countertrade  and  finance  subsidiary 
of  Continental  Grain  Co.,  the  $15  bil- 
lion, New  York-based  grain  merchant 
and  an  old  hand  at  East  bloc  trade. 
ContiTrade  will  find  and  package  in- 
vestments for  the  fund,  in  return  for  a 
finder's  fee  of  up  to  2%  of  the  value  of 
each  deal  and  a  share  of  Tyndall's  net 
profits.  Tyndall's  take  is  a  2%  annual 
management  fee,  plus,  when  the  fund 
is  liquidated  in  a  decade  or  so,  20%  of 
net  capital  gains.  Capital  gains  are 
figured  after  allowing  for  a  50-cent 
annual  dividend  for  preferred  share- 
holders. 

Heading  up  the  dealmaking  effort  is 
36-year-old  Yves  Kupfermunz,  a  Bel- 
gian expatriate  who  works  in  Geneva 
directing  Continental's  countertrade 
business  across  Europe,  Africa  and  the 
Middle  East.  Despite  his  youth,  Kup- 
fermunz is  well  versed  in  the  consid- 
erable intricacies  of  countertrade.  His 
father  was  a  dairy  and  meat  trader  for 
40  years.  Kupfermunz  the  younger 
has  spent  ten  years  in  countertrade  in 
Europe. 

Kupfermunz  sees  the  fund's  great- 
est opportunities  in  Poland  and  Yugo- 
slavia, both  of  which  havc  formal  debt 
swap  programs.  In  a  debt  swap,  the 
investor  buys,  say,  Yugoslavian  gov- 
ernment debt  from  a  bank  at  50  cents 
on  the  dollar,  which  is  all  it's  worth 
these  days.  The  lou  ••,  presented  to 
the  Yugoslav  government  and  con- 
verted into  dinars  at  something  closer 
to  full  face  valuc;  the  dinars  buy  an 
equity  stake  in  a  Yugoslav  factory. 
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"I  want  taxes 
to  be  less!'      \ 


"I  favor  a  reduction 
in  income  taxes!' 


'I  am  anxious  to  have 
taxes  reduced!' 


"I  will  not 
raise  taxes!' 


WE  GREiniDlllimiS  HINDS. 
THBUWUUMEHRDAlOrOriNSPIUmmL 


Ever  since  modern  income  taxes 
were  introduced,administration  after  ad- 
ministration has  been  pledging  to  lower 
them.  Or,  at  least,  not  to  raise  them. 

Some  were  successful.  And  some 
weren't.  But  why  should  your  savings 
and  investment  income  be  subject  to  the 

Dreyfus  Service  Corporal  ion 


ups  and  downs  of  economic  policy?     funds  that  will  reduce  your  tax  exposure. 

in  1976  we  went  to  Washington,  So  why  wait  to  see  what  happens 

D.C.  and  lobbied  for  a  bill  that  allowed     to  taxes?  Call  for  a  prospectus  and  start 
Dreyfus  to  offer  the  first  incorporated     cutting  your  taxes  yourself.  Today, 
tax-exempt  fund.  T?Jk--.^    -11  1-800-782-6620  ext.  2246. 

Today,  we  re  happy  fc^JyPV/l  llC  Please  read  it  carefully 

to  offer  you  17  different  ^,     .,  ^    ,  •^     .,    .      before  investing. 

The  nghtfimd  at  the  right  time. 


How  good  a  deal  can  the  investor 
wheedle  from  the  government  in  such 
circumstances?  It  depends  on  what 
else  he  brings  to  the  table.  If  he  prom- 
ises to  make  a  further  equity  invest- 
ment in  the  factory  in  the  form  of 
hard-currency  cash,  the  terms  may  be 
quite  favorable,  says  Kupfermunz. 

"Both  [Poland  and  Yugoslavia]  have 
strong  agricultural  industries,"  he 
says.  "But  they  are  in  critical  need  of 
management,  marketing  and  distribu- 
tion expertise.  By  coming  through 
with  projects  that  the  governments 
consider  vital  we  can  win  concessions 
and  favorable  debt-equity  conver- 
sions— particularly  in  Poland  and  Yu- 
goslavia, where  loans  trade  at  20  cents 
and  50  cents  on  the  dollar." 

Though  the  fund  plans  to  invest 
through  direct  equity  investments, 
joint  ventures  and  term  loans  that 
include  a  share  in  profits,  Kupfer- 
munz' debt-countertrade  approach  is 
one  of  the  fund's  most  intriguing  as- 
pects. Here's  how  a  Yugoslav  deal 
now  in  the  works  could  be  structured: 

A  state-owned  slaughterhouse  is 
seeking  $20  million  to  modernize  and 
expand  its  plant  in  Serbia.  "Yugosla- 
via has  been  a  strong  force  in  Europe's 
meat  industry  for  some  50  years," 
says  Kupfermunz.  "What's  missmg  is 
state-of-the-art  equipment  to  boost 
their  efficiency  and  cut  wastage." 
Kupfermunz  buys  $10  million  worth 
of  equipment  in  the  Netherlands,  put- 
ting down  $3  million  in  cash  and  get- 
ting Dutch  government-subsidized 
export  financing  for  the  balance.  He 
also  hopes  to  shave  the  cost  of  the 
machinery  by  working  with  Dutch 
importers  who  can  indirectly  count 
the  machinery  order  toward  an  export 
obligation.  Kupfermunz  then  buys  up 
some  Yugoslav  government  paper 
from  banks  at  a  discount,  paying  the 
banks  with  shares  in  the  fund. 

The  fund  contributes  the  machin- 
ery and  the  government  lou  to  the 
modernization  project.  Some  of  the 
government  lou,  converted  into  Yu- 
goslav dinars,  pays  for  local  construc- 
tion bills.  When  the  dust  settles,  the 
fund  owns  a  40%  stake  in  a  slaughter- 
house in  Serbia. 

The  slaughterhouse  exports  high- 
grade  pork  and  beef  to  Western  Europe 
and  the  Middle  East,  earning  hard- 
currency  profits  that  find  their  way 
back  to  the  fund's  investors.  Some- 
time near  the  turn  of  the  century, 
Kupfermunz  will  sell  the  fund's  equi- 
ty in  the  factory — for  hard  currency. 

In  the  next  few  months,  Kupfer- 
munz expects  to  submit  to  the  fund's 
investment  review  committee  plans 
for  the  meatpacker,  an  irrigation-fi- 
nancing   venture    in    Yugoslavia,    a 


50,000-metric-ton  grain  and  oilseed 
elevator  on  the  Danube  River  in  Bul- 
garia and  a  fruit  juice  processing  plant 
in  Poland. 

Eastern  Europe  is  so  hungry  for  cap- 
ital that  the  returns  on  a  modernized 
factory  could  be  quite  large — perhaps 
40%,  Kupfermunz  speculates.  But 
there  is  many  a  potential  pitfall.  Yu- 
goslavia is  still  in  the  throes  otnear-*" 
hyperinflation.  Poland  is  choking  on 
more  than  $30  billion  of  foreign  debt. 
Even  where  the  fund  has  insisted  on 


voting  control  in  the  target  factory,  it 
may  lose  control — what's  to  stop  the 
government  from  taxing  or  regulating 
the  venture  to  death?  Political  up- 
heavals are  another  risk,  hopefully  to 
be  offset  with  political  risk  insurance. 
Kupfermunz  may  or  may  not  do 
well  for  his  investors.  But  he  has 
opened  up  a  new  pathway  for  getting 
capital  to  capital-starved  Eastern  Eu- 
rope— something  that  selling  stock  in 
a  Germany  or  Austria  fund  will  in  no 
wise  do.  ■ 


The  Money  Men 


With  all  the  action  in  cellular  and  takeover 
stocks  these  days,  you  might  have  forgotten 
that  it  is  possible  to  make  money  off  old- 
fashioned  growth  stocks. 


Lincoln's  way 


By  Richard  Phakm 


GROWTH  STOCKS  CHEAP?  Not  an 
easy  descriptive  to  swallow 
with  such  topflight  names  as 
Waste  Management  and  Toys  "R"  Us 
recently  traded  at  upwards  of  28  times 
earnings.  But  the  way  J.  Parker  Hall, 
president  of  the  Chicago-based  Lin- 
coln Capital  Management,  sees  it, 
growth  is  as  cheap  in  terms  of  market 
multiples  now  as  at  any  time  in  the 
last  three  years. 

As  head  of  a  money  manager  that 
has  stuck  to  a  growth  strategy 
through  thick  and  thin  since  first  set- 
ting up  shop  23  years  ago,  Parker  Hall 
speaks  with  the  authority  of  experi- 
ence. His  evidence:  the  $4  billion 
portfolio  Lincoln  runs  for  the  pension 
funds  of  companies  like  Ameritech, 
Motorola  and  Whirlpool.  The  record 
is  consistent.  Over  the  last  five  years, 
in  a  less  than  hospitable  environment 
for  growth  stocks,  Lincoln  Capital 
managed  to  crank  out  a  compound 
annual  return  of  21.5%,  against  the 
market's  20.4%.  Lincoln's  perfor- 
mance since  1985  ranks  it  number  38 
(out  of  224)  in  the  cda  Investment 
Technologies  database. 


Even  though  big  positions  in  four 
megamultiples  (Reuters  Holdings, 
Toys  "R"  Us,  Wal-Mart  and  Waste 
Management)  account  for  more  than 
23%  of  its  market  value,  the  portfolio 
as  a  whole  on  estimated  earnings  for 
this  year  trades  at  a  premium  of  only 
5%  over  the  market. 

That  compares  with  8%  at  the  be- 
ginning of  last  year  and  at  least  25% 
as  recently  as  four  years  ago.  "Growth 
stocks  have  just  not  been  in  fashion," 
sighs  Hall,  a  56-year-old  Harvard 
M.B.A.  who  joined  Lincoln  as  presi- 
dent in  1971  after  a  five-year  stint  as  a . 
senior  investment  manager  at  the 
Harris  Bank. 

Growth  stocks,  broadly  defined  as 
those  whose  earnings  are  expanding 
faster  than  corporate  profits  generally, 
have  definitely  been  overshadowed  of 
late.  Among  the  reasons:  the  quick 
profits  allure  of  the  takeover  and  asset 
plays  that  marked  most  of  the  Eight- 
ies; the  turmoil  in  the  computer  busi- 
ness that  has  stripped  growth  issues 
like  AMP  and  Hewlett-Packard  of 
much  of  their  mystique;  and  the  1986 
tax  law  that  took  away  favorable 
treatment  for  long-term  capital  gains, 
making    current     return     relatively 
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Lincoln  Capital  Management  President  J.  Parker  Hall 
"Growth  stocks  have  Just  not  been  inftMShion." 


Churchill  &  Klthr 


I 


more  attractive. 

Such  phenomena  make  it  possible 
for  such  a  consistent  grower  as  Gener- 
al Electric  to  get  fairly  inexpensive. 
The  stock  caught  Hall's  eye  last  year 
when  its  multiple  against  expected 
1989  earnings  slipped  to  11.2,  a  tad 
below  below  the  Standard  &  Poor's 
500's  11.5.  "An  excellent  record  we 
thought  deserved  at  least  a  market 
multiple,"  says  Hall.  When  Lincoln 
moves,  it  tends  to  move  slowly — but 
sometimes  in  a  big  way.  In  a  span  of 
nine  months,  ge  jumped  from  noth- 
ing to  5%  of  the  money  manager's 
portfolio.  ^ 

GeneratElectric's  steady  habits — in 
the  Value  Line  Investment  Sun'ey  it  rates 
a  100  out  of  100  for  earnings  predict- 
ability— have  been  apparent  for  a  long 
while.  More  typically.  Hall  tries  to 
spot  a  potential  for  consistent  earn- 
ings growth  when  the  growth  pattern 
either  isn't  yet  clear  or  is  not  appreci- 
ated, perhaps  because  a  sector  (like 
tobacco)  is  out  of  favor.  Thus,  Hall 
began  building  what  is  now  a  6  mil- 
lion share  stake  in  Waste  Manage- 
ment ten  years  ago,  for  an  average 
acquisition  cost  of  $11.  Merck,  Toys 
"R"  Us  and  Philip  Morris  went  on  the 
buy  list  four  years  ago — all  at  prices 
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that  look  very  good  today.  Bristol 
Squibb,  PepsiCo  and  Wal-Mart  went 
on  the  books  five  years  ago. 

According  to  Dennis  Trittin,  a  se- 
nior vice  president  of  the  Frank  Rus- 
"sell  Co.,  a  pension  fund  consultant. 
Hall  practices  the  traditional  "quint- 
essential management  growth  strate- 
gy." The  chief  tenet  is  that  over  the 
long  haul  consistently  better  than  av- 
erage earnings  growth  will  translate 
into  higher  stock  prices.  Other  varia- 
tions on  the  theme  look  to  accelerat- 
ing earnings  growth,  often  on  an  in- 
dustry basis  (just  now,  telecommuni- 
cations, for  example);  or  to  high 
growth  rates  (15%  a  year). 

The  consistent  growth  style,  says 
Trittin,  is  much  rarer  today  than  in 
the  Seventies.  The  strategy  is  conser- 
vative and  low  in  risk,  at  least  com- 
pared with  buying  stocks  like  ual  or 
McCaw  Cellular.  But  it  can  be  a  killer 
if  growth  estimates  don't  pan  out,  and 
at  the  same  time  demands  a  willing- 
ness to  stick  with  situations  even  if 
they  don't  seem  to  be  going  with  the 
script.  "We  don't  have  a  short  fuse  on 
the  sell  side,"  says  Parker  Hall. 

Waste  Management  is  one  example 
of  the  strength  with  which  Lincoln 
holds  to  its  basic  research  finding. 


even  if  the  going  gets  rocky.  "There 
were  times  when  it  was  easy  to  get 
shaky,"  says  Hall.  "There  were  prob- 
lems with  toxic  landfills  that  had  to 
be  cleaned  up,  earnings  were  hurt,  and 
Waste  was  still  in  the  intermediate 
stage,  but  we  were  right  to  stay  with 
it."  At  the  moment.  Hall  confesses  to 
"a  bit  of  nervousness"  at  Waste  Mana- 
gement's very  high  current  multi- 
ples— at  a  recent  34%,  it's  going  for  27 
times  trailing  earnings  and  23  times 
what's  expected  for  1990. 

Though  Hall  continues  to  build  on 
positions  that  work,  he  peels  off 
stocks  that  attain  Lincoln's  valua- 
tions projections,  "^'hus,  he  sold 
350,000  shares  of  Merck  last  fall  at 
prices  between  70  and  80,  and  is  buy- 
ing some  back  in  the  high  60s.  Other 
stocks  that  had  been  on  the  books  for 
years — Mariott,  for  example — have 
been  jettisoned  when  it  looked  as 
though  they  had  petered  out. 

There  have  been  mistakes — bad 
earnings  surprises  in  the  likes  of  Bank 
of  New  England  and  Dun  &  Brad- 
street,  among  others.  Hall  is  the  first 
to  admit  that  his  strategy  is  not  for  all 
seasons,  but  the  emphasis  on  consis- 
tency has  so  far  made  Lincoln  look 
good.  ■ 
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Be  Part  Of  FORBES  Special  Issues  For  1990. 

Every  issue  of  FORBES  offers  advertisers  the  chance  to 
penetrate  one  of  America's  most  powerful  markets — 2.3 
million  affluent  and  influential  adults.  Highlighting  FORBES 
schedule  of  biweekly  issues  are  10  special  issues  designed  to 
gain  maximum  exposure  for  your  ad. 

Each  special  issue  focuses  on  a  singular  topic — the  "inside 
story"  essential  to  those  making  critical  business  and  invest- 
ment decisions.  You  not  only  reach  a  very  desirable  audience, 
your  ad  receives  hi-profile  treatment  because  these  readers  will 
be  riveted  to  editorial  only  FORBES  provides. 
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•  Extended  visibility  and  longevity 

•  Nationwide  media  coverage 

•  FREE  sales  leads 

•  Opportunity  to  earn  FREE  space  with  the 
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Make  sure  your  ad  gets  special  attention.  Call  your  FORBES 
sales  representative  to  reserve  space  in  FORBES  special  issues. 
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Paid  Entertainers 

August  27 
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People  in  America 

September  10 
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The  200  Best  Small  Companies 

October  1 

December  10 

The  400  Largest  Private  Companies 
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Annual  Report  On  American  Industry 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Bonds  from  sick  S&LsF  Believe  it  or  not, 
some  of  them  have  surprisingly  good 
credit  quality — and  good  yields,  too. 

PARIAH  BONDS 


By  Ben  Weberman 


When  would  any  sane  investor 
want  to  buy  bonds  issued  by  an  s&l, 
especially  one  that  probably  won't 
be  around  when  the  bonds  mature? 
When  the  bonds  are  solidly  backed 
by  mortgages.  Indeed,  some  of  this 
thrift  debt  is  triple-A  in  quality.  Yet 
the  bad  vibes  emanating  from  the 
s&L  industry  make  these  mortgage- 
backed  bonds  unpopular.  As  a  re- 
sult, many  such  issues  sell  at  a  dis- 
count from  real  investment  value. 

Even  sophisticated  investors  are 
wary  of  secured  s&l  debt.  They 
don't  want  to  show  in  their  portfo- 
lios any  holdings  of  securities  from 
thrifts  that  are  on  the  verge  of  col- 
lapse, even  if  they  know  the  securi- 
ties are  sound. 

At  stake  are  mortgage-backed 
bonds  of  thrifts  and  commercial 
banks  of  questionable  credit  stand- 
ing. These  are  securities  issued  by 
the  institutions,  as  contrasted  with 
mortgage-backed  pools  issued  by 
federal  agencies  such  as  the  Govern- 
ment National  Mortgage  Associa- 
tion. (Ginnie  Maes  are  unassailable 
credits — federally  guaranteed.) 

Mortgage-backed  bonds  pay  inter- 
est semiannually,  like  a  corporate 
bond  (Ginnie  Mae  interest  com- 
pounds monthly),  and  trade  in  the 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


corporate  market,  not  in  the  mort- 
gage market.  The  bonds  are  attrac- 
tive because,  even  though  they  may 
be  truly  aaa  in  quality,  they  can 
trade  as  though  they  rated  only  a 
single  A. 

What  happens  to  bondholders 
holding  mortgage-backed  paper 
when  an  issuer  goes  bust?  Usually, 
nothing  bad.  Neil  Baron,  vice  chair- 
man and  general  counsel  of  Fitch 
Investors  Service,  has  compiled  a 
list  of  19  thrift  institutions  and  two 
banks  in  receivership  that  have  a 
total  of  50  issues  of  mortgage-  and 
other  asset-backed  securities.  None 
of  these  securities  experienced  a 
payment  default  attributable  to  the 
parent's  troubles. 

This  does  not  mean  that  collater- 
alized bonds  don't  default.  Baron 
can  think  of  two  that  did,  from  the 
"  EPIC  group  and  Conner  Homes,  but 
only  after  mortgage  insurers  re- 
neged. Since  then  deals  have  been 
structured  with  excess  collateral  as 
the  investor's  protection,  rather 
than  insurance.  Still,  you  have  to  be 
careful.  Only  some  mortgage- 
backed  bonds  get  an  aaa  from  Fitch. 

Consider  that  Baron  shows  11 
mortgage-backed  bond  issues  from 
Centrust  Savings  Bank  of  Miami 
and  one  from  Charles  Keating's  Lin- 
coln Savings  &.  Loan  as  among  the 
bonds  still  rated  aaa,  even  though 
the  thrifts  have  ended  in  spectacu- 
lar crashes.  Behind  the  bonds  are  the 
credit  strength  of  the  homeowners 
who  took  out  mortgages  and  the 
values  of  the  homes  they  financed. 

Even  though  there  is  not  a  credit 
risk  to  principal,  there  is  a  risk  relat- 
ed to  interest  rate  changes.  If  the 
bond  carries  a  high  coupon,  don't  be 
surprised  if  it's  redeemed  prema- 
turely during  a  reorganization  of  the 


issuer.  Federal  regulators  permit  a 
financial  institution  taking  over  the 
failed  organization  to  redeem  early. 
What  they  don't  permit  is  for  the 
takeover  bank  to  take  away  the  col- 
lateral— the  monthly  homeowners' 
payments — that  backs  the  bonds. 

So,  stay  away  from  high-coupon 
debt  trading  at  a  substantial  premi- 
um over  par.  Current-coupon  issues 
trading  near  par  are  a  little  safer, 
although  there  is  still  some  unfair- 
ness in  the  interest  rate  gamble  you 
are  taking.  (If  rates  shoot  up  and 
then  the  issuer  fails,  the  succeeding 
organization  will  let  the  bonds  re- 
main outstanding.  If,  in  contrast, 
rates  go  down  a  few  points,  the  suc- 
ceeding bank  may  very  well  redeem 
the  bonds  early. )  The  safest  route  is 
a  bond  with  a  low  coupon,  trading  at 
a  discount.  Neither  the  issuing  s&ll 
nor  a  successor  is  likely  to  call  that 
one  in  early.  Why  pay  100  for  some- 
thing trading  at  90? 

When  you  shop  for  a  discount 
mortgage  issue,  though,  you  may 
find  yourself  competing  with  the 
issuer.  Some  thrifts  are  trying  to 
buy  back  their  own  low-coupon 
mortgage-backed  bonds  in  the  open 
market.  As  they  reduce  the  amount 
of  debt  outstanding,  they  free  up 
collateral. 

Seamen's  Mortgage,  a  subsidiary 
of  Seamen's  Bank  for  Savings,  has 
8%s  of  March  1993  that  are  rated 
AAA  and  trade  at  97%  to  yield  9.7% 
to  maturity.  That  yield  is  1  percent- 
age point  better  than  the  yield  on 
three-year  U.S.  Treasurys. 

Imperial  Savings  SVas  of  Mar.  15, 
1995  are  insured  by  Financial  Secu- 
rity Assurance.  They  trade  at  96% 
to  yield  9.7%  to  maturity.  The  yield 
is  1  percentage  point  over  five-year 
Treasurys.  An  early  redemption  is 
unlikely,  as  noted  above,  but  if  it 
happened,  holders  would  get  a 
windfall  gain.  Santa  Barbara  Savings 
8y4S  of  June  1992  trade  to  yield  90 
basis  points  (hundredths  of  a  per- 
cent) over  comparable  Treasurys. 

Franklin  Savings  of  Ottawa, 
Kans.,  which  is  now  in  conservator- 
ship, has  an  8%  mortgage-backed 
bond  due  December  1996,  priced  at 
91Vi  to  yield  9.65%  to  maturity. 
That  yield  is  90  basis  points  over 
the  comparable  Treasury.  A  Frank- 
lin 12'/2%  due  April  1992  is  on  the 
market  at  100 'A,  the  low  price  re- 
flecting an  assumption  that  it  may 
be  called  any  day. 

Don't  forget  that  S&.L  bonds  are 
subject  to  state  tax,  while  Treasurys 
aren't.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


The  smart  investor  will  look  for  low-P/E 
stocks  worldwide,  not  just  in  the  U.S. 

TtLlS^l.  IS 
BROADENING 


or  the  S&.P  stock  report  sheets. 

You  might  use  these  stocks  as  I 
do,  to  find  better  values  in  a  particu- 
lar industry  than  are  available  do- 
mestically or  else  to  produce  a  di- 
versified portfolio  both  by  country 
and  by  industry. 

One  caveat:  When  you  buy  for- 
eign companies,  you  are  taking  an 
exchange  rate  risk  that  generally 
can  greatly  add  to  or  detract  from 
your  total  return.  Thus,  v^^hen  the 
dollar  dropped  in  recent  years,  a 
good  part  of  the  fabulous  returns  on 
foreign  portfolios  trumpeted  by 
many  managers  were  not  from  the 
markets  themselves  but  were  there 
because  these  stocks  were  simply 
worth  more  with  a  cheaper  U.S.  dol- 
lar. Last  year  with  the  stronger  dol- 
lar, the  situation  reversed. 

What  about  funds  that  have  port- 
folios in  one  country  or  region,  like 
Germany  or  Western  Europe?  Both 
areas  have  been  particularly  hot  in 
recent  months,  and  numerous  new 
issues  have  been  underwritten, 
most  of  which  have  gone  to  premi- 
ums. I  see  two  problems  here.  The 
first  applies  to  all  closed-end  funds, 
which,  unlike  mutual  funds,  have  a 
fixed  number  of  shares  and  normal- 
ly trade  on  a  major  exchange.  Usual- 
ly closed-end  funds  trade  at  a  dis- 
count to  their  asset  value,  ranging 
from  10%  to  15%  or  more. 

Thus,  if  you  pay  a  10%  premium 
for  a  new  issue  in  this  exciting 
group  and  the  fund  drops  to  a  10% 
discount  to  asset  value,  you  are 
roughly  27%  behind,  even  if  the 
fund  keeps  up  with  the  market. 
Why  so  much?  Because  the  under- 
writer chews  up  about  7%  in  fees, 
so  the  asset  value  is  only  93%  of  the 
offering  price  to  start  with.  My  ad- 
vice is:  Don't  pay  a  premium  to  get 


The  crumbling  of  communism 
makes  German  stocks  look  good 
while  Japanese  equities  still  are 
wildly  overpriced.  Is  it  too  late  to 
cash  in  on  investment  opportuni- 
ties abroad?  Or  too  risky? 

The  answer  to  both  questions  is 
no.  To  begin,  the  mechanics  are 
simple  because  a  large  number  of 
foreign  stocks,  funds  and  other  fi- 
nancial instruments  are  actively 
traded  here. 

Looking  first  at  stocks:  Foreign 
issues  can  make  good  sense  because 
they  often  trade  at  lower  p/es  than 
do  domestic  companies  in  the  same 
industry.  Unilever,  for  example,  the 
giant  Dutch-based  consumer  prod- 
ucts company,  is  nearly  the  same 
size  as  Procter  &.  Gamble.  The  com- 
pany has  a  lower  p/e  and  a  higher 
yield  than  the  American  consumer 
products  companies,  although  the 
growth  rates  are  similar.  Currently 
trading  at  73,  it  was  first  recom- 
mended in  this  column  m  January 
1983  (at  14).  Many  other  companies 
abroad  that  present  better  value 
than  their  American  counterparts 
can  be  found  by  looking  through 
the  Value  Line  Investment  Survey 

David  Dreman  is  managing  director  of 
Dreman  Value  Management,  LP.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy, 


into  foreign  markets.  A  better  way 
is  through  a  no-load  mutual  with  a 
good  record,  where  it  is  available. 
Consult  Forbes'  annual  mutual 
fund  survey  and  check  the  records. 

A  lot  of  people  feel  tempted  to 
short  the  obviously  overpriced  Japa- 
nese stock  market.  Until  recently 
there  was  no  simple  way  to  do  this 
without  undertaking  high  risk  if  the 
market  moved  up.  In  February 
Bankers  Trust,  Salomon  Brothers 
and  Goldman,  Sachs  came  out  with 
warrants  traded  on  the  Amex  that 
provide  this  capability.  The  war- 
rants are  fixed  to  the  price  of  the 
Nikkei  225  at  the  time  of  their  issu- 
ance. For  example,  if  the  warrants 
are  exercisable  at  36,000  yen  and 
the  index  falls,  they  gain  fully  from 
the  percentage  drop.  If  the  index 
crashes,  the  warrant  owner  hits  a 
home  run. 

However,  if  the  Nikkei  closed  at 
36,000  yen  or  higher  at  the  war- 
rants' expiration,  the  investor 
would  lose  his  full  commitment  (al- 
though if  the  market  dropped  before 
expiration,  he  could  profit  by  selling 
the  warrants  on  the  market).  It's  all 
or  nothing,  but  the  holder  has  a  very 
long  put  option  (the  expiration 
dates  are  a  few  weeks  under  three 
years)  for  only  a  modest  premium, 
currently  ranging  from  2%  to  4% . 

My  preference  for  investing  in 
foreign  markets  is  similar  to  the 
way  I  pick  stocks  at  home:  1  look  for 
stocks  with  low  p/es.  Here  are  a  few 
I  believe  provide  good  value  today: 

Brituib  Gas  (adr,  34)  is  the  largest 
integrated  supplier  of  natural  gas  in 
the  world.  Earnings  should  rise  10% 
this  year,  to  $5.15  per  share.  It 
trades  at  a  p/e  of  10,  yielding  5%. 

Imperial  Chemical  [adr,  72),  also  in 
the  U.K.,  is  not  as  exposed  to  the 
commodity  chemical  cycle  because 
of  the  increasing  importance  of  oth- 
er products.  The  stock  trades  at  a 
p/e  of  8  and  yields  6.6%. 

Swiss-based  Nestle  (adr,  29)  is  the 
world's  largest  packaged  food  com- 
pany. Earnings  should  be  up  approx- 
imately 15%  this  year,  with  above- 
average  growth  continuing.  Nestle 
trades  at  about  12  times  1990's 
earnings  estimates  and  yields  2.1%. 

Telefonica  c/e  Kpat'ia  (adr,  23)  pro- 
vides Spain's  telephone  service.  It 
trades  at  a  p/e  of  5  and  yields  4.6%. 

Royal  niitcb  Petroleum  (adr,  75)  is 
one  of  the  best  managed  of  the  inter- 
nationals. In  spite  of  above-average 
price  and  earnings  performance,  rd 
trades  at  a  price/earnings  ratio  of 
9  and  yields  4.5%.  ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MMhe  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
■■  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more.    » 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,'  desirable  piece  of  property, 
offerfed  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  B5 
Ft.  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anytt-iing  No  Federal  agency  has 
(udged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
-.tatement  has  been  filed  with  the  Secretary  of  State  of  the  Slate  of  New  York.  The  filing  does  not  constitute  approval 
)<  the  sale  or  lease  or  ofter  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering    A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches  NVASe- 1 53  A  ...atement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  *t^e  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO.  Florida  AD  20537 
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Dont  sell  your  stocks  jiASt  becaidse  some 
first-quarter  earnings  come  in  below, 
expectations — you  could  get  whipsawed. 


SIT  TIGHT 


By  Ann  C.  Bromi 


Don't  sell  your  Bristol-Myers 
Squibb,  American  Telephone  & 
Telegraph  or  Intel  just  because  the 
Japanese  stock  market  has  recently 
demonstrated  that  the  sun  can  also 
set.  The  fact  that  the  Nikkei  index 
is  off  sharply  this  year  is  worrying 
more  than  a  few  investors.  Howev- 
er, a  closer  examination  of  the  rea- 
sons behind  the  February  decline 
suggests  that  this  drop  should  have 
limited  negative  impact  on  the  U.S. 
equity  market.  The  possibility  of  a 
massive  repatriation  of  funds  by  the 
Japanese  has  been  greatly  exaggerat- 
ed— particularly  considering  the  un- 
settled state  of  their  markets,  the 
current  strength  of  the  dollar  versus 
the  yen  and  the  overall  edginess  in 
other  world  economies. 

Don't  sell  your  Philip  Morris  or 
Coca-Cola  just  because  suddenly 
we  have  several  hundred  million 
Eastern  Europeans,  Russians  and 
Nicaraguans  yearning  to  be  capital- 
ists with  our  capital.  True,  invest- 
ment opportunities  in  these  low- 
labor-cost  countries  appear  tempt- 
ing and  could  help  keep  global 
interest  rates  higher  longer  than 
earlier  estimated.  Nevertheless,  a 
rising  standard  of  living  and  open- 


Ann  C.  Broum  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Broum  &  Associates. 


ing  markets  in  the  better-fed-than- 
red  emerging  democracies  could 
make  our  smokes  and  Cokes  more 
available  and  salable  than  ever. 

Don't  sell  your  General  Mills  or 
Johnson  &  Johnson  or  gte  just  be- 
cause you're  upset  that  the  Federal 
Reserve  isn't  lowering  interest  rates 
as  fast  as  many  economists  predict- 
ed. So  far  the  Fed  has  kept  to  its 
promised  slow-growth  script  by 
making  small  and  steady  decreases 
in  the  federal  funds  rate  in  response 
to  softening  domestic  business  con- 
ditions. With  worldwide  inflation 
helping  to  cause  higher-than-antici- 
pated  yields  overseas,  the  Fed  ap- 
pears to  be  marking  time  until  for- 
eign rates  slip  to  maintain  the  favor- 
able yield  differential  on  U.S.  bonds 
necessary  to  attract  foreign  buyers. 

Don't  sell  your  Motorola  or  Wal- 
Mart  or  Merck  just  because  you're 
concerned  about  the  continuing 
problems  in  banking,  especially  the 
scary — and  seemingly  endless — sav- 
ings and  loan  revelations.  Granted, 
the  Resolution  Trust  Corp.  is  going 
to  have  to  hit  the  market  with  bil- 
lions more  in  bailout  bonds  before 
this  costly  wrong  is  righted.  What  is 
important  to  remember  is  that  this 
financial  damage  is  gradually  being 
corrected  without  the  public's  hav- 
ing lost  confidence  in  the  nation's 
banking  system. 

Don't  sell  your  Walt  Disney  or 
General  Electric  or  PepsiCo  just  be- 
cause you're  disgusted  with  the 
greed,  arrogance  and,  in  some  cases, 
crooked  dealings  of  a  few  well-pub- 
licized Wall  Street  personalities 
over  the  last  couple  of  years.  Many 
of  the  guilty  are  now  behind  bars  or 
at  least  barred  from  doing  business. 
Today  it  still  is  possible  for  individ- 
ual investors  to  make  money  in  the 


stock  market — either  on  their  own, 
through  mutual  funds  or  with  the 
help  of  one  of  the  many  honest, 
hardworking  brokers  or  advisers 
who  have  suffered  undeserved  guilt 
by  occupational  association. 

Finally,  don't  sell  your  good  long- 
term  stocks  just  because  some  first- 
quarter  earnings  may  come  in  be- 
low expectations — you  could  get 
whipsawed.  Give  your  companies  a 
break.  If  the  economy  in  general 
now  is  growing  at  only  1%  or  less, 
it's  going  to  be  tough  for  most  busi- 
nesses to  show  record  profits.  How- 
ever, the  second  half  of  1990  looks 
considerably  better  for  corporate 
earnings,  and  many  investment 
pros  are  itching  to  allocate  more  of 
their  ample  cash  to  stocks  on  any 
price  weakness. 
/  Certain  stocks  already  have  fallen 
back  into  buying  range  for  a  variety 
of  non-eamings-related  reasons. 
Quaker  Oats  (47)  is  down  from  last 
year's  high  of  68  mainly  because  of 
the  scientific  controversy  surround- 
ing the  cholesterol-reducing  effica- 
cy of  oat  bran.  The  company  is  also 
having  trouble  realizing  the  profit 
potential  of  its  Fisher-Price  toy  divi- 
sion. Both  these  concerns  appear  to 
be  reflected  in  the  present  price  of 
the  stock.  With  earnings  per  share 
for  fiscal  1990  (ending  June)  esti- 
mated at  $3.70  and  fiscal  1991  earn- 
ings expected  to  be  around  $4.30  to 
$4.40,  a  stock  price  rebound  for  oat 
to  the  low  60s  looks  possible,  may- 
Nae  before  this  year  is  out. 

American  Express  (28)  sold  as  high 
as  $39-plus  per  share  late  in  1989, 
only  to  lose  a  quick  30%  this  year 
when  the  company  armounced  its 
intention  to  purchase  the  balance  of 
the  shares  it  already  didn't  own  in 
Shearson  Lehman  Hutton.  Still 
shaken  by  the  sudden  collapse  of 
Drexel  Bumham  Lambert,  many  in- 
vestors fear  that  axp's  billion-dollar 
gamble  won't  result  in  big  profits 
anytime  soon — if  ever.  I  think  there 
is  a  good  chance  they  can  pull  it  off 
and  that  American  Express  is  a  risk 
worth  taking  in  the  mid  to  low  20s. 

The  stock  of  Harnett  Banks  (31)  is 
down  from  last  year's  high  of  40, 
even  though  its  earnings  are  expect- 
ed to  be  up  around  13%  in  1990,  to 
an  estimated  $4.60  to  $4.70  per 
share.  Next  year  preliminary  earn- 
ings estimates  of  $5.25  or  so  seem 
attainable,  bbi  has  suffered  primari- 
ly from  being  in  an  out-of-favor  in- 
dustry, even  though  its  profit  pros- 
pects look  as  bright  as  its  home- 
state  Florida  sun.  ■ 
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By  Mark  Hnlbert 


If  s  fashionable  these  days  to  write  off  the 
exceptions  to  the  efficient  market  because 
they  haven't  worked  the  past  few  years. 

PREMATURE 
OBITUARY? 


aid  Perritt,  a  former  finance  profes- 
sor at  DePaul  University,  chooses 
stocks  according  to  an  amalgam  of 
most  of  them.  According  to  my  Hul- 
bert  Financial  Digest  monitoring  ser- 
vice, he  underperformed  the  s&p 
500's  total  return  over  the  last  three 
years,  27.3%  to  61.3%. 

The  stock  portfolio  of  Market  Log- 
ic, edited  by  Norman  Fosback  and 
Glen  Parker,  is  constructed  using 
many  of  the  same  principles.  It  did 
even  worse,  gaining  just  17.3%  over 
this  three-year  period. 

Strategies  that  focus  on  just  one 
of  the  anomalies  have  fared  no  bet- 
ter. My  Hhi)  has  data  for  two  portfo- 
lios that  contain  stocks  chosen  be- 
cause of  favorable  corporate  insider 
buying  patterns:  Fosback  and  Park- 
er's Insiders  letter  and  the  "Inside 
Track"  portfolio  of  William  Chide- 
•ster's  Personal  Portfolio  Manager.  In 
both  cases  the  s&p  500  has  about 
doubled  their  performance  over  the 
last  three  years. 

The  same  goes  for  letters  that  fo- 
cus on  the  market  for  initial  public 
offerings,  one  of  the  first  areas  of 
market  inefficiency  identified  by 
academics  over  two  decades  ago. 
New  Issues — another  letter  edited  by 
the  productive  if  poor-performing 
Fosback  and  Parker — made  only 
aoout  half  as  much  as  the  s&p  500 
over  the  last  three  years.  And  it 
gained  just  8.7%  over  the  last  seven 
years,  compared  with  the  s&p  500's 
total  return  of  227.9%. 

The  possibility  cannot  be  dis- 
missed that  the  increased  investor 
attention  given  to  these  anomalies 
has  caused  their  previously  above- 
market  returns  to  be  discounted 
away.  For  example,  there  now  are 
many  mutual  funds  that  invest  in 
the    stocks    of    low-capitalization 


The  Efficient  Market  Hypothesis 
says  the  market  so  fairly  sets  the 
price  of  each  company's  stock  that 
it  is  impossible  over  time  to  beat 
the  market.  The  1987  crash  was  a 
blow  to  this  hypothesis  in  many 
people's  minds.  If  efficiently  priced, 
how  could  the  market  have  been 
worth  2500  on  the  Dow  one  week 
but  below  1800  a  week  later? 

Yet  more  than  two  years  later,  the 
Efficient  Market  Hypothesis  is 
looking  better  than  ever.  Even  the 
well-known  exceptions  to  the  Effi- 
cient Market  Hypothesis  seem  not 
to  be  working:  secondary  stocks 
with  low  p/e  multiples,  low  capital- 
izations, weak  institutional  follow- 
ing, strong  corporate  insider  follow- 
ing and  so  on.  These  so-called 
anomalies  have  failed  to  outperform 
the  market  for  several  years  now, 
especially  since  the  1987  crash. 

Could"  it  be  that  the  efficient  mar- 
ket has  discounted  away  even  these 
inefficiencies?  Could  be. 

Consider  the  performance  of 
those  investment  newsletters  that 
base  their  approaches  on  one  or 
more  of  these  popular  anomalies. 
Investment  Horizons,  edited  by  Ger- 

Mark  Hulbert  is  editor  of  the  Alexandria, 
Va -based  Hulben  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Probus  Publishing). 


companies.  This  being  so,  small-cap 
stocks  can  no  longer  be  considered  a 
neglected  area. 

In  short,  many  of  the  people  who 
think  they  have  a  formula  for  beat- 
ing the  market  have  been  getting 
beaten  up  by  the  market,  just  as  the 
Efficient  Market  folks  always  said 
they  would. 

However,  I  advise  readers  not  to 
jump  to  conclusions.  The  anoma- 
lies may  still  have  a  lot  of  life  left  in 
them.  Consider  an  argument  from 
Investment  Horizons'  Perritt.  He  ar- 
gues that  while  it  is  true  more  insti- 
tutional money  is  invested  in  small 
companies  than  ten  years  ago,  insti- 
tutional investors  have  increased 
their  investment  in  large  companies 
by  an  even  greater  amount.  Relative 
to  the  larger  companies,  therefore, 
smaller  firms  are  more  undervalued 
than  ever. 

Perritt  further  cautions  against 
being  premature  in  announcing  the 
death  of  the  anomalies.  Stocks  cho- 
sen by  these  criteria  have  underper- 
formed the  market  for  similarly 
long  periods  before — and  then  come 
roaring  back.  In  fact,  according  to 
Perritt,  when  small  stocks  under- 
perform  large  ones,  they  tend  to 
continue  doing  so  for  many  years  in 
a  row — and  likewise  when  they  out- 
perform. So  when  the  prices  of 
small  companies  begin  to  gain  mo- 
mentum, Perritt  concludes,  they 
should  be  "superior  performers  for 
more  than  a  few  consecutive  years." 

The  moral  for  investors:  Be  skep- 
tical of  announcements  that  the 
market  has  fundamentally  changed, 
that  the  old  rules  no  longer  apply.  If 
something  has  worked  well  over 
long  periods  of  time,  don't  dismiss 
it  just  because  it  lags  the  market  for 
a  few  years. 

Remember:  Just  two  years  ago  we 
were  being  told  that  the  Efficient 
Market  Hypothesis  was  dead.  Now, 
by  contrast,  it  appears  so  powerful 
that  we  are  being  told  the  market's 
inefficiencies  have  disappeared  alto- 
gether. Both  extreme  positions  are 
equally  misleading. 

If  you  are  convinced  that  the  rela- 
tive underperformance  of  small, 
secondary  issues  will  soon  come  to 
an  end,  here  are  three  stocks,  each 
currently  recommended  by  two  of 
the  "popular  anomaly"  letters:  Air 
Express  International  ( Amex),  a  ship- 
per of  domestic  and  international 
freight;  lsi  Industries  (o-t-c),  a  maker 
of  commercial  lighting  products; 
imdMedex  (o-t-c),  a  manufacturer  of 
disposable  hospital  products.  ■ 
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Has  the  fall  of  communism  caused  higher 
interest  rates  infapan  and  Germany? 

NONSENSE 

ABOUT  CAPITAL 

SHORTAGES 


By  Alan  Rejmcdds 


The  latest  worry  among  Wall  Street 
economists  is  that  Eastern  Europe  is 
going  to  need  enormous  amounts  of 
capital  to  rebuild,  thus  draining  the 
world's  pool  of  savings,  pushing  in- 
terest rates  up. 

It's  a  silly  worry.  "Needs"  and 
"savings"  are  murky  concepts.  I 
have  been  searching  for  that  "pool 
of  savings"  for  years,  because  I've 
always  wanted  to  take  a  swim  in  it. 
And  if  needing  money  could  push 
interest  rates  up,  then  the  needs  of 
Africa  and  our  own  inner  cities 
would  already  have  had  that  effect. 

Even  "capital"  means  different 
things  to  different  people.  Con- 
struction of  factory  buildings,  of- 
fices and  dams  is  certainly  capital. 
But  construction  mainly  requires 
labor,  and  there  are  plenty  of  unem- 
ployed and  underemployed  workers 
in  Europe.  But  if  Eastern  Europe's 
need  for  "capital"  just  means  they 
want  more  Western  loans,  that  is 
nothing  new.  Poland  will  add  about 
$3  billion  to  its  foreign  debt  this 
year,  but  that  is  peanuts  when 
compared  with  $40  billion  already 
outstanding. 

This  whole  story  about  Eastern 
Europe's   effect   on   interest   rates 

Alan  Reynolds,  a  guest  columnist,  is  director 
of  economic  research  for  the  Hudson  Insti- 
tute of  Indianapolis,  Ind 


seems  to  rest  on  several  contradic- 
tory possibilities.  One  scenario  is 
optimistic.  The  opening  of  Eastern 
Europe  will  supposedly  unleash 
such  enormous  opportunities  for 
profitable  investment  that  real  re- 
turns on  capital  will  improve, 
worldwide. 

A  second  scenario,  though,  is  pes- 
simistic. In  this  view,  the  new  com- 
petition for  capital  will  "crowd  out" 
investment  in  the  U.S.  Japanese  in- 
vestors in  particular  will  supposed- 
ly pull  out  of  the  U.S.,  causing  the 
Fed  to  raise  U.S.  interest  rates  to 
prevent  the  dollar  from  falling 
against  the  yen. 

If  the  optimistic  scenario  unfolds, 
then  the  revival  of  East  European 
economies  would  provide  enor- 
mous opportunities  for  U.S.  compa- 
nies. After  all,  the  U.S.  is  a  major 
exporter  of  capital  equipment  and 
related  services.  The  idea  of  Eastern 
Europe  somehow  booming  while 
the  U.S.  economy  stumbles  is  diffi- 
cult to  imagine. 

In  the  longer  run,  freeing  up  en- 
trepreneurial spirits  in  former  half- 
socialist  economies  such  as  Hunga- 
ry and  Mexico  will  indeed  improve 
global  opportunities  for  profitable 
work  and  investment.  In  that  case, 
real  returns  on  both  equity  and 
bonds  would  tend  to  rise.  But  that 
increased  real  return  need  not  take 
the  form  of  higher  nominal  interest 
rates.  Instead,  it  can  take  the  form 
of  lower  inflation,  the  result  of  cost 
reductions  from  more  productive  la- 
bor and  capital.  In  that  case,  suppli- 
ers of  capital  would  accept  lower 
inflation  premiums. 

In  any  case,  what  Eastern  Europe 
has  to  compete  for  is  not  simply 
paper  lous  but  real  resources — ma- 
chinery, raw  materials  and  workers. 


West  Germany  has  long  been  ex- 
porting capital  equipment  to  other 
countries,  and  could  profitably  di- 
vert some  toward  East  Germany. 
Other  countries  that  previously  im- 
ported German  cars,  chemicals  and 
computers  would  then  have  to  tum 
to  the  U.S.,  Canada  and  Mexico.  Is 
that  bad  for  us? 

If  world  interest  rates  are  not  like- 
ly to  be  pushed  up  by  some  immi- 
nent Eastern  European  investment 
boom,  or  by  Japanese  investors 
abandoning  the  U.S.  for  the  safe  ha- 
ven of  Poland  and  Bulgaria,  that 
leaves  inflation  as  the  only  other 
serious  danger.  Swapping  East  Ger- 
man currency  for  deutsche  marks 
might  indeed  result  in  a  devalued 
deutsche  mark.  But  that  would  at- 
tract money  into  U.S.  bonds,  so  U.S. 
yields  would  fall,  not  rise. 

Over  the  past  year,  both  short- 
term  and  long-term  interest  rates 
rose  by  about  2  percentage  points  in 
West  Germany  and  Japan,  but  fell  a 
bit  in  the  U.S.  To  explain  that  nar- 
rowing gap  between  foreign  and 
U.S.  interest  rates,  it  helps  to  look 
at  inflation  the  way  the  Europeans 
and  Japanese  do — namely,  as  a  per- 
centage increase  over  the  same 
month  a  year  earlier.  On  that  basis, 
February's  inflation  appears  to  have 
increased  to  2.6%  in  Germany  and 
3.9%  in  Japan,  up  from  roughly  zero 
in  both  a  couple  of  years  ago.  Yet 
these  year-to-year  trends  are  quite 
misleading,  because  there  was  a 
one-time  spurt  in  measured  infla- 
tion resulting  from  higher  excise 
taxes  in  Germany  in  the  first  quar- 
ter of  1989  (5.2%),  followed  by  Ja- 
pan's similar  spurt  in  the  second 
quarter  (6.2%)  from  the  new  value- 
added  tax. 

Those  brief  price  bulges  will  soon 
run  their  courses.  It  is  Germany's 
and  Japan's  central  bankers,  not 
bond  markets,  that  have  been  un- 
able to  distinguish  between  these 
one-time  tax  hikes  and  a  lasting  in- 
flation trend.  As  we  get  past  this 
year's  first  and  second  quarters,  the 
year-to-year  inflation  figures  arc  al- 
most sure  to  look  much  lower  in 
West  Germany,  and  probably  in  Ja- 
pan, too.  That  should  make  the 
Bundesbank  and  Bank  of  Japan  hap- 
py, perhaps  putting  an  end  to  the 
macho  contest  to  sec  which  central 
bank  can  push  interest  rates  up  the 
fastest.  It  might  even  put  an  end  to 
such  exotic  theories  as  blaming  the 
behavior  of  Western  central  banks 
on  the  happy  demise  of  commu- 
nism in  Eastern  Europe.  ■ 
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up  and  down  streets  while  he  looked 
for  a  particular  place.  After  I  parked, 
Malcolm  departed,  only  to  return 
minutes  later  with  two  big  ice  cream 
cones.  One  for  him  and  one  for  me. 
— Vincent  Daly 
former  Forbes  Inc.  chauffeur 
Croton-on-Hudson,  N.Y. 

I  admired  most  his  integrity  of  spirit. 

— Warren  H.  Phillips 

Chairman 

Dow  Jones  &.  Co. 

New  York,  N.Y. 

A  very  close  friend  to  us. 
— Ambassador  Abdeslam  Jaidi 
Consul  General  of  Morocco 
New  York,  N.Y. 

He  leaves  us  with  many  special 

memories. 

—Colby  H.  Chandler 

Chairman 

Eastman  Kodak  Co. 

Rochester,  N.Y. 

I  can  think  of  no  man  who  gave  more 
happiness  to  others. 
— Minot  K.  Milliken 
Milliken  &  Co. 
New  York,  N.Y. 

What  a  guy  he  was! 
— James  Brady 
Editor-at-Large 
Advertising  Age 
New  York,  N.Y. 

He  was  such  a  big  man  that  even 
very  far  away  we  feel  diminished. 
— Sara  Willen 
Beverly  Hills,  Calif. 

Increasingly  admired  his  being  with 
the  current  state  of  affairs  in  so  many 
areas  and  his  ability  to  share  his 
thoughts  so  well. 
—Donald  C.  Flatten 
former  Chairman 
Chemical  Bank 
New  York,  "N.Y. 

He  leaves  many  friends  in  Britain 

and  many  warm  memories  across 

the  world. 

— Sir  Antony  Acland 

British  Ambassador  to  the  U.S. 

Washington,  D.C. 

We  knew  hirh  always  as  a  fine,  hon- 
orable, sensitive,  kind  and  humorous 
man  of  immense  character  and 
depth. 

— Carl  C.  Icahn 
Mt.  Kisco,  N.Y. 


We  in  the  publishing  business  field 
have  all  gai  ned  a  great  deal  in  our  busi- 
ness life  through  our  association 
with  him. 
— John  W.Pat  ■   n 
Publisher 
Business  Week 
New  York,  N.Y. 

Having  lost  my  own  remarkable  fa- 
ther not  long  ago,  I  know  the  sense  of 
loss  you  must  be  feeluig  right  now. 
— Louis  Rukeyser 
Wall  Street  Week 
Owings  Mills,  Md. 

One  of  America's  most  insightful 

business  leaders. 

— Erich  Krampe 

President 

Mercedes-Benz  of 

North  America,  Inc. 
Montvale,  N.J. 

There  are  not  enough  people  in  this 

world  who  think  for  themselves  and 

have  the  strength  of  character  to  do 

what  they  think  is  right.  He  was 

unique. 

— W.  Michael  Blumenthal 

Chairman 

Unisys  Corp. 

Blue  Bell,  Pa. 

He  appeared  to  me  the  fittest  of  all  of 
the  Americans  who  made  up  the  Cor- 
porate American  Bridge  Team. 
— Sir  Peter  Emery,  MP 
House  of  Commons 
London,  England 

One  of  the  great  men  of  our  time. 
-^Donald  Trump 
New  York,  N.Y. 

An  articulate  leader  and  insightful 

journalist. 

— Harrison  F.  Tempest 

Chairman 

ABN/LASALLE  North  America,  Inc. 

Chicago,  111. 

His  keen  knowledge  of  the  business 

world  was  matched  by  a  flair  that  we  in 

the  media  greatly  admired. 

—Robert  C.  Wright 

President 

National  Broadcasting  Co. 

New  York,  N.Y. 

He  was  a  full  partner  in  the  restora- 
tion of  American  prosperity  which  has 
bettered  the  lives  of  millions. 
— George  Deukmejian 
Governor 
Sacramento,  Calif. 


He  will  always  be  our  friend. 
— Leonard  A.  Lauder 
i'resident 
Estee  Lauder 
New  York,  N.Y. 

Despite  his  position  and  wealth,  he 
was  a  friendly,  warm,  approachable 
businessman.  The  world  would  be 
much  nicer  if  others  emulated  those 
same  characteristics. 
— Paul  G.  Schloemer 
President 

Parker-Hannifin  Corp. 
Cleveland,  Ohio 

Inspired  so  many  of  us  in  this 

business. 

— Arnaud  de  Borchgrave 

Editor-in-Chief 

The  Washington  Times 

Washington,  D.C. 

A  man  I  truly  admire. 

—Leonard  Stern 

President 

Hartz  Mountain  Industries 

Harrison,  N.J. 

I  was  enormously  fond  of  him  and 
admired  him,  his  achievements  and 
his  life  more  than  I  can  say. 
— Henry  A.  Grunwald 
New  York,  N.Y. 

We  will  miss  him  incredibly  but  live 
while  alive  in  his  honor. 
— Helen  Gurley  Brown 

David  Brown 
New  York,  N.Y. 

A  giant  in  the  media  world. 
— Peter  S.  Kalikow 
Chairman 
New  York  Post 
New  York,  N.Y. 

Few  were  as  effective  or  as  articulate 
about  the  fundamental  choices  we 
have  faced,  and  the  means  of  pro- 
gressing further  than  he. 
— Richard  Breedan 
Chairman 

Securities  &  Exchange  llommission 
Washington,  D.C. 

I  learned  a  great  deal  from  watching 

him. 

— Jean  B.  Buttner 

Chairman 

Value  Line,  Inc. 

New  York,  N.Y. 

To  Malcolm  Forbes,  a  friend  I  never 

met:  "The  dead  have  peace,  but  the 

living  weep." 

— Spencer  Howell 

Silver  Spring,  Md. 
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WrNE  CELLARS 


mtiE  CELLARS 


BUSINESS  SOFTWARE 


BUSINESS  SOFTWARE 


THE  WINE  CELLAR  SUPERMARKET 


Lowest  Prices  on  Name  Brands 

MODEL BOTTLES       LIST  SALE 

COMPACT  40 

SOMMELIER3-Temp     60 
EUROCAVE 
EL'ROCAVE  3-Teinp 
EUROCAVE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
♦  hi  Mriil  '.••  hinii.-.lMI.' P 


FREE  Catalog  or  Consultation:  800-356-8466 


Custom  Cellars 

t^  Riukin^i  Start  at 

OCctit<,/Biyttlr 


■KHIrvmstonSt  ,  Box  39 


THE  WINE  i  ;^,  lENTHUSIAST' 


Pleasanlville,  NY  10570 


MARTIN  ZWEIG 


FINANCIAL  SERVICES 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including  some  very 
famous  names - 
which  I  believe  could 
"take  a  bath."  I'll  rush 
you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  Is  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext.  9064. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  ToU-Free 
1-800-633-2252 

(Ext.  2686-Dept.416MA2) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


LEGAL  Insider  Trading! 

Follow   the    smartest    investors. 

Each    week    we    bring    you    'he 

trades,   the   INSIDE      story,    I'.v 

knowledge   you   need   to   prof.! 

Call   or  write   for   FREE    sample! 

The  Insiders'  Chronicle 

PO  Box  272977,  Boca  Raton,  FL  33427 

(407)  394-3404 


BUSINESS  OPPORTUNITIES 


OEI  I    YnilR  Brokers/Owners-llst 


in  Japanese  MLS- 


DDUDCDTV  'yP^  service.  Reach 
■   nUrCni  I    1000s  of  Brokers/ln- 

ml  A  PA  M  vestors/Corporatlons 
JMl  Mil  In  Japan.  Free  trans- 
lation/typesetting Also  display  ads.  brol<erage/ 
agency  services,  consulting,  marketing,  trade- 
shows  NO  COMMISSION 

HoriK  Bunker  1-800-USA-2111 


REPOSSESSED  VA  &  HUD  HOMES 

available  from  government  from  $1  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  for  repo  list  your  area 


SEIZED  CARS — Porsche.  Ferrari.  Vette. 
etc  Trucks,  boats.  4-wheelers,  TV's,  stereos, 
furniture  by  Drug  Enforcement  Agency  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


1^ 

^sSySns^ 

Property 

ADX HCFIRKUL  NCTWORK 

—  Products  —  Services 

AD-X  Inlernational.  Inc 

INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 


Ji'idicarc     Call/Write  for  FREE  KIT: 

\4^}iLStrv.         PO.  Box  484-FB 


Wilmington,  DE  19899 
800-321 -CORP  •  302-652-6532 


RECOVER  INVESTMENT  LOSSES! 

Use  your  PC  to  track  insider  stock  trading 
rackets,  probate  &  family  court  corruption, 
criminal  enterprise,  etc  Start  a  BBS  to  publi- 
cize local  cases  and  win  class  action  suits, 
TURNKEY  BUSINESS  PACKAGE -$1995 

COMMON  LAW  NETWORK,  215-592-8018 

Fax:  928-1695;  Richard  R  Thompson,  215-925-8942 

336  Fitzwalei,  Phila  ,  PA  19147 


Four  billion  new  ways 
to  manage  your  business 

Your  contacts  are  your  business.  When  you  manage  them  etficiently  with 
regular  correspondence,  tight  follow-up  and  fast  response  lime,  your  busi- 
ness will  profit  and  grow  rapidly.  The  Maximi/.er  is  InfoWorld's  "Best-In- 
Class"  contact  management  software.  Using  the  blazing  speed  of  Novell's 
Btrieve",  il  controls  your  phone  calls,  appointments,  maiiouts  and  personal 
records.  With  over  four  billion  detlnabie  categories.  The  Ma.ximizcr  allows  you 
to  classify  and  sort  unlimited  contacts.  At  a  keystroke,  it  automatically  enters 
each  category  for  you.  Available  for  LAN 

See  your  local  dealer  today.  Or 
order  directly  for  only  $295.00 
from  Richmond  Technologies  & 
Software.  420-6400  Roberts  St.. 
Bumaby.  BC  V5G  4C9.  Tel:  (604)  299-2121 


•The 


m   mine  m  m 

Maximizer 

Contact  Management  Software 

Fax:  (604)299-6743 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NOMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS^, 

Treatment    with    elec-  '    J^ 

tronic  DRIONIC*  keeps  j^ 

the  heavy  sweater  dry  ^t  ''k 

UNDERARMS 


\jBi 


for  6  week  periods.  Try 
doctor  recommended 
DrIonIc  for  unequaled 
control  witti  a  45  DAY 
MONEY  BACK  GUAR. 
Thousands  previously 
prescribed.  Send  $125.  HANDS 
ea.  pair  (specify  hands, 
underarms,  feet).  CA 
res.  +  eV4%.  COD 
send  $25.  —  bal/chgs 
on  receipt. 


FEET 


C  igtOOINMfOCO 


GENERAL  MEDICAL  CO.  0«pt.  FOB-30 

1935  Armacost  Ave..  Los  Angeles,  CA  90025 

Phone  orders  -MC/visa  -  800  HEAL  DOC 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemsioncs  Free  wholesale  catalog  since 
1%7'  Member  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Mam  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-800-626^52 

EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

lo'  Wor»   lilf  jnd  \u<)nni( 
( iperienc*  No  Cljssioom 

€■11(213)471-0306 

Outakt*  California 
1  •  800-423-3244 

01  send  deljiltd  resumr 
lot  free  (vjluition 

PaciHc  Westrrn  llniversiCy 

MX  N   Stpulvola  Brvi)     Otol    lit   lotArtgdn   r>  WtMl 


BUSINESS  PHONE  SYSTEMS 


LOWEST  PRICES-FAST  DELIVERY 
AT&T  •TIE  •OTHERS 
FULLY  GUARANTEED 

MERLIN,  SPIRIT  SYS  25,  TIE  EXEL 
FREE  CATALOG 


TMC  GROUP     (800)331-8199 


FREE  COLLEGE  TAPE 


•  IXTIRNAL  DIQRIK8  • 

Buimnt  4  Public  Aaminiitfiuon 
Cnmmti  Jutiic*  Mgl    Thtoiogy  LAW 

F<n«nc<ti  tid  aviiitbi* 

TOLL  PRII 24  hra.  (SOO)  789-OOOS 

LA  SALLE  UNIVERSirr 

M.lluli'Villi'    LA  ;o.l,Ml  •llKHI 


WINE  CELLARS 


WINE  CELLARS 


WiNECELLARS-  USA 

18  Models  -  We  won't  he  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 
440  Bottle  Capacity 
700  Bottle  Capacity 
Designer  Models 


Ret:  $  2795 
2495 
3495 

Not  Htindiimde 


$  1795 
1695 
1995 


40  Bottle  Glass  Door 
60  Bottle  Class  Door 


$  599 
749 


$  499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Ca&log 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


FRANCHISES 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 
the  franchise  specialists. 

Francorp' 

New  York         Chicago       Los  Angeles 

(213)922-3»0O     (706)  48T-2ftOO       (213)330-0600 

1-800-877-1103 


BUSINESS  SERVICES 


FAX  PAPER 


FAX      PAPER 


Guaranteed  lowest  prices 
24  hour  shipping 
Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 
Tel:  (516)  239-1854 
Fax:(516)239-1939 


A-Z  FAX  PAP^R  MFG. 


REAL  ESTATE 


WYOMINGFOR  SALE- 
PRESTIGIOUS 
CODY  RANCH- 13.000  ACRES 
BIG  GAME-FISHING-PRIVACY- 
$1,300,000  CALL  US  FOR  DETAILS 
WESTERN  REAL  ESTATE 
BOX  2228  CODY  WY  82414 
307-587-5584 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


REAL  ESTATE 


BOZEMAN  MOUNTAIN  RANCH. 

Nestled  under  the  highest  peaks  of  the 
Tobacco  Root  Range,  this  7,000-acre 
ranch  lies  in  a  contiguous  block  on  its 
own  trout  stream,  adjacent  to  a 
national  forest.  An  easy  drive  to 
Bozeman  or  Ennis,  Montana,  it  has 
been  appraised  at  500  plus  animal 
units.  Attractive,  functional 
improvements  complete  the  package  to 
make  this  the  most  desirable,  well- 
located  operating  ranch  on  the  market 
today. 

HISTORIC  PINEDALE, 
WYOMING,  WORKING  RANCH. 

In  a  classic  setting  along  3'A  miles  of 
the  New  Fork  River,  considered  one  of 
Wyoming's  great  fisheries,  this  30,000 
plus  acre  ranch  sits  under  the  towering 
peaks  of  the  Wind  River  Mountains. 
One  hour  south  of  Jackson,  the  ranch 
recently  passed  out  of  the  hands  of  the 
famous  Wyoming  pioneer  family  who 
established  it.  The  present  owners  have 
lovingly  and  tastefully  restored  it  to  its 
former  grandeur.  More  than  2,000  acres 
of  meadows  and  early  water  rights 
form  a  base  for  a  9()0  animal  unit 
operation.  Partnership  dissolution 
demands  immediate  sale. 

Coniaci  exclude  agent  for  sellers:  Hall 
and  Hall,  Inc.,  P.O.  Box  1924.  Blllln|>s. 
Montana  59103.  (406)  252-2155  or 
(406)  587-3090. 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags© 

24K  gold-plated,  fuil  colors 

Elegant  and  Exclusive 

For  worldwide  business/markeling  Customize 

any  2-llag  mix  with  company  logo    In  slock 

rectangular  panel  (shown),  round,  oval,  square, 

others    Or  send  own  preferred  design    100% 

USA-made.  3-5  weeks  delivery  Best  value 

TME  Co  ,  117  Park  Lane  Drive, 

Suite  101,  New  MiKord,  CT  06776 

(203)  354-0686  Fax  (2031  354-2786 


Forbes: 
CapitalistTbol® 


COMPUTER  RENTALS 


COMPUTER  RENTALS 


RENTALS 


IBM  PS/2, 
30-286 


Also  Available: 

•  IBM  PS/2    •  Compaq 

•  Macintosh  •  Laser  Printers 

•  Laptops      •  Portables 
And  a  host  of  other  peripherals! 


;:;i!:!iuv 


Next  Day  Delivery 
Anywhere  in  the  U.  S.  A. 


Call  Toll-Free 


Computer  Rental 


800-765-4727 


FINE  WINES 


FINE  WINES 


WEST  COAST 'S  LARGEST  SELECTION  OF  RARE  WINES 


100,000  Bottle  Inventory  for  Collectors 
Fine  Wines  of  the  World  from  1870-1986 

ROMANEE  CONTl  ''^H^  ^^  DYQUEM 

MONTRACHET  ^©  RARE  PORTS 

CHATEAU  PETRUS  ^  RARE  CALIFORNIA 

Please  request  our  catalog — $5.00 

Refundable  with  first  order. 

V(fe  ship  promptly.       VlSA/MC/Am.  Exp. 

415  459-3823       415  456-9463       FAX  415  456-8858 


Marin  Wine  Cellar      '"''cT^Si"^" 


EXECUTIVE  GIFTS 


RESIDENTIAL  ELEVATOR 


THE  ULTIMATE  CHAIR 

for  back  relief 
and  relaxation! 


.and  25  other  products 
for  a  healthy  back! 


Office 

Model 

Available! 


"Rafk-^il\7*>r    F^EE  14  pg-  catalog 

IXtCKC^aVer  i.800-251-2225ortvrite 

53  Jeffrey  Ave.  Dept.  UC-9,  Holliston,  MA  01746 
In  MA  508-429-5940 


43%  OFF 

I  CALL  800-672-5544  I 

(NV  State:  212-221-1408) 


>    H.  UPMANN  LONSDALES 

I  $31.50  Box  25(6;^  RG42).  Save  $25.00| 


The  "vanishing  elevator" 
made  exclusively  lor  the  home. 

Jilid 


y 


m^' 


mjnivator. 

■  residential  elevator 

FREE  CATALOG 

AMERICAN  STAIR-GLIDE  CORPORATION 

DEFT,  FOR-0490  RO,  BOX  "B" 

GRANOVIEW,  MISSOURI  64030 

I -800-383-3 1 00 


COMPUTERS 


Natural  Wrapper 

I  Or  call  for  dixounts  on  fresh,  perfect 
DON  DIEGO     H.  UPMANN    TE-AMO         " 
■  CABANAS     MONTECRUZ     HENRY  CLAY   ■ 
I  PRIMO  DEL  REY . . .  ANY  TOP  BRAND!        | 
Phone  orders  use  VISA  MCard  Or  send  check  or  MO, 

I  add  S2  shpg  New  Yorkers  add  sales  to      F0401  ■ 
FAMOUS  SMOKE  SHOP        ■ 
,55  W.  39th  St. ,  New  York,  NY  lOIH^j 

Offer  expires  May  31, 1990. 


MiTmflRYmflC 


INDUSTRIESINC 


Our  13th  year  of  DISCOUNTS 

Tandy®Computers 

Radio  Shack*Products 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy.  Katy{Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


Streetwalker 


Edited  by  Thomas  Jaffe 


Closely  watched 
trainmaker 

TIrinity  Industries,  of  Dallas,  is 
looking  good  to  several  of  The 
Street's  value  players,  among  them 
Mario  Gabelli.  With  the  stock  recent- 
ly trading  on  the  nyse  at  26,  down 
from  46  last  summer,  Trinity  sells  for 
about  8Vi  times  this  year's  likely 
earnings  and  at  about  one- third  of 
likely  sales.  Yield:  nearly  3%. 

Trinity's  basic  business  is 
metal  blending,  with  an  empha- 
sis on  transportation  equip- 
ment. Sales  have  never  been 
better  for  its  freight  cars,  metal 
containers,  tugboats  and  barges. 
Revenues  jumped  32%,  to  $1.25 
billion,  last  year.  Profits  in- 
creased 43%,  to  $43.4  million. 

A  decade  ago  Trinity  stock 
sold  for  more  than  it  does  now. 
But  the  1981  tax  act  killed  off 
many  railcar  and  other  capital 
equipment  tax  shelters;  annual 
U.S.  railcar  production  plunged 
to  5,800  in  1983,  from  a  peak  of 
over  96,000  four  years  earlier. 

For  32  years  Trinity  has  been 
ably  run  by  W.  Ray  Wallace,  67, 
a  Louisiana  Tech  graduate. 
Rather  than  panic  during  the 
slump  of  the  early  1980s,  Wallace  cal- 
culated that  about  60,000  railcars 
wear  out  each  year;  somebody,  he  fig- 
ured, had  to  make  replacement  equip- 
ment. Using  cash  from  Trinity's  prof- 
itable container  and  structural  steel 
businesses,  Wallace  bought  out  com- 
petitors at  bargain  prices,  tripling  ca- 
pacity in  just  six  years.  Best  buy:  Pull- 
man Standard,  once  the  largest  manu- 
facturer of  freight  cars  in  the  U.S. 

Sure  enough,  as  the  rail  industry 
belatedly  replaced  its  aging  fleet,  rail- 
car  deliveries  last  year  leaped  24%,  to 
some  30,000  units,  more  than  twice 
the  1986  number.  Shipments  are  ex- 
pected to  rise  a  further  20%  this  year. 
Trinity  has  50%  of  the  U.S.  capacity 
for  nonpassenger  railcars. 

This  one  looks  like  a  good  long- 
term  buy. — Kerry  Hannon 

EuroFantasyLand 

Euro  Disneyland  is  the  subsidiary 
that  Walt  Disney  Co.  has  estab- 
lished to  operate  the  new  theme  park 
it  is  building  outside  Paris.  Construc- 
tion on  the  park  began  only  last  year; 


the  target  date  for  its  opening  is  April 
1992.  Yet  Euro  Disneyland's  stock, 
having  gone  public  last  November  at 
the  equivalent  of  about  $12  a  share, 
already  trades  in  Paris,  London  and 
Brussels.  (There  are  no  American  De- 
positary Receipts.) 

U.S.  investors  weren't  allowed  to 
buy  the  stock  until  mid-February,  but 
ever  since  they  have  been  chasing 
Euro  Disneyland  with  a  vengeance. 
Recent  price:  around  $17,  putting  a 


Anch  Chnbiic  Forbes 


market  capitalization  of  nearly  $3  bil- 
lion on  the  project.  There  are  170  mil- 
lion shares;  Disney  owns  49% . 

Streetwalker  has  watched  the 
runup  with  astonishment.  According 
to  the  prospectus,  Euro  Disneyland 
anticipates  net  earnings  of  204  mil- 
lion francs  in  1992.  At  current  ex- 
change rates,  that  means  the  stock  is 
trading  at  around  80  times  the  com- 
pany's own  estimate  of  earnings  two 
years  from  now. 

FantasyLand? 

Gold  fields  or  mine  field? 

Ncwmont  Mining  Corp.,  says  ana- 
lyst Ronald  Shorr  of  Bear,  Stearns 
&  Co.,  is  the  "ultimate  faith"  stock. 
Not  that  the  company  doesn't  have  its 
pluses.  Newmont  owns  90%  of  pub- 
licly traded  Ncwmont  Gold,  the  larg- 
est gold  producer  in  North  America.  It 
controls  roughly  two-thirds  of  Neva- 
da's Carlin  Trend,  the  best  place  in 
the  world  for  gold  discoveries  during 
the  Eighties. 

liut  at  a  recent  nyse  price  of  50%, 
Ncwmont  sells  for  44  times  the  $1.15 


a  share  that  Shorr  estimates  it  will 
earn  this  year.  Too  expensive,  says  he, 
given  all  the  risks. 

Newmont's  book  value  is  negative; 
long-term  debt  is  almost  $1  billion; 
the  current  ratio  is  well  below  1 .  Fol- 
lowing a  sevenfold  expansion  of  gold 
output  since  1984,  this  year's  produc- 
tion is  expected  to  be  up  only  6%. 
And  while  there's  lots  of  expansion 
potential  left,  Shorr  points  out  that 
any  discoveries  in  the  near  future 
probably  won't  generate  either  gold  or 
cash  flow  before  1995. 

So  what's  supporting  the  stock?  For 
the  most  part,  takeover  speculation. 
The  U.K.'s  Hanson  Pic.  owns  49%  of 
the  67.5  million  shares.  Hanson  in- 
herited the  stake,  currently  worth  al- 
most $1.7  billion,  when  it  took 
over  London-based  Consolidat- 
ed Gold  Fields  last  year.  Many 
expect  the  cash-rich  conglomer- 
ate to  bid  for  the  rest  of  New- 
mont. They  bandy  about  num- 
bers as  high  as  $70  a  share. 

But  Hanson  may  be  more  in- 
terested in  another  company, 
Peabody  Holding  Co.,  the  largest 
coal  miner  in  North  America.  In 
mid-February  Hanson  agreed  to 
pay  $504  million  for  45%  of  Pea- 
body.  Who  owns  the  other  55%  ? 
Newmont  Mining.  Shorr  thinks 
Hanson  might  try  to  swap  some 
of  its  Newmont  stock  for  the  rest 
of  Peabody.  Newmont's  Peabody 
stake  may  be  worth  as  much  as 
$650  million.  At  current  prices 
for  Newmont,  Hanson  would 
to  trade  roughly  12.8  million 
Newmont  shares  for  55%  of  Peabody. 
That  would  reduce  Hanson's  stake  in 
Newmont  to  30% . 

If  it  happens,  can  a  secondary  offer- 
ing to  distribute  the  rest  of  Hanson's 
shares  be  far  behind?  In  that  case,  says 
Shorr,  you  can  all  but  kiss  hopes  of  a 
takeover  good-bye. 


Life  after  raiders 

High  Voltage  Engineering  spent  the 
better  part  of  last  year  mounting  a 
hostile  takeover  of  $837  million 
(sales)  Universal  Foods  Corp.,  a  diver- 
sified food  products  concern  based  in 
Milwaukee.  The  raider  finally  limped 
away  last  September,  shortly  before 
Universal  completed  a  Sept.  30,  1989 
fiscal  year  in  which  earnings  rose  30% 
to  $  1 .60  a  share.  Since  then,  Universal 
has  apparently  continued  on  the  right 
track.  Whereas  the  stocks  of  many 
food  companies  are  down  10%  to  20% 
so  far  in  1990,  NYSE-listcd  Universal 
recently  made  a  new  high  of  26*74. 

Analyst  Richard  Elam  of  Milwau- 
kee's Blunt  Ellis  &.  Locwi  expects  the 
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company  to  post  a  19%  earnings  gain, 
to  $1.90  a  share,  in  the  current  fiscal 
year,  and  is  looking  for  a  further  im- 
provement to  $2.20  in  fiscal  1991. 

In  dehydrated  products.  Universal 
has  lately  had  record  volume  in  on- 
ions and  garlic.  Frozen  foods  is  also 
going  strong,  led  by  such  specialty 
products  as  curlicue  and  coated,  sea- 
soned french  fries.  Then  there  is  the 
fast-growing  food  flavorings  and  col- 
ors division;  its  customers  include  the 
beverage,  food,  dairy  and  pharmaceu- 
tical industries.  Begun  just  five  years 
ago,  this  already  accounts  for  some 
22%  of  sales.  Meanwhile,  Universal 
has  put  up  for  sale  its  sole  laggard — a 
cheese  division  that  represents  about 
24%  of  revenues. 

Is  Universal  still  vulnerable?  Yes. 
Insiders  own  only  around  5%  of  the 
25  million  outstanding  shares.  But 
Elam  doesn't  think  a  bid  would  stand 
a  chance  unless  it  were  in  the  $35-to- 
$40-a-share  range.  Takeover  or  no,  he 
looks  for  the  stock  to  reach  37  within 
12  months. 

Ethanol  play 

Speaking  of  food  companies.  Blunt 
Ellis'  Elam  also  likes  Archer  Dan- 
iels Midland  Co.,  recently  20y4  on  the 
Big  Board.  Decatur,  111. -based  Archer, 
which  had  sales  of  $7.9  billion  in  the 
ficsal  year  ended  last  June  30,  is  a 
leader  in  soybean  processing,  corn  re- 
fining and  wheat  milling.  Mindful  of 
the  Clean  Air  bill  currently  wending 
its  way  through  Congress,  Elam  sees 
Archer  as  a  long-term  play  on  the 
prospects  of  the  substitute  fuel  etha- 
nol, which  it  makes — profitably — out 
of  com.  Last  year  the  company 
shipped  roughly  700  million  gallons, 
or  about  70%  of  U.S.  capacity.  If  refor- 
mulated gasolines  ultimately  are 
mandated,  some  have  estimated  the 
market  for  ethanol  could  increase  by 
nearly  50%. 

Elam  notes  that  Archer  has  agreed 
to  ship  115  million  gallons  of  ethanol 
to  Brazil  by  the  end  of  June.  Why  is 
Brazil,  which  refines  ethanol  from 
sugar  cane,  buying?  Because,  Elam 
says,  it's  currently  more  profitable  for 
that  country  to  refine  and  sell  its  cane 
as  sugar,  in  exchange  for  desperately 
needed  hard  currency. 

For  the  current  fiscal  year,  ending 
June  30,  Elam  thinks  Archer  will  earn 
$1.80  a  share,  up  19%.  His  estimate 
for  fiscal  1991  is  $2.10  a  share.  At  nine 
times  anticipated  earnings  for  the  fis- 
cal year  that  begins  less  than  four 
months  from  now,  Elam  thinks  the 
stock  is  cheap.  There  are  282  million 
shares  outstanding. 
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WE  PUT 
KILLERSTOWORK 
CURING  CANCER. 

They're  called  killer  T  cells.  They're  in  every  body  And  as  part 
of  your  body's  natural  immune  system,  they  along  with  NK  cells, 
macrophages,  and  others,  can  stop  cancer  in  its  tracks  by  ganging 
up  on  a  cancer  cell  and  breaking  down  its  very  structure. 

It's  not  science  fiction.  It's  scientific  fact,  recognized  as  one  of 
the  best  hopes  for  beating  cancer  at  its  own  game. 

The  Cancer  Research  Institute  has  long  believed  the  key  to 
controlling  cancer  lies  in  unlocking  the  secrets  of  our  own 
immune  system.  Secrets  like  how  to  make  these  killers  do  their 
job  better.  Our  funding  of  research  has  led  to  medical  break- 
throughs that  are  saving  lives.  And  more  are  sure  to  come. 

It'll  take  your  help.  To  find  out  more,  write.  To  help  us  do 
more,  write  a  check.  Please  send  your  donation  today  to  Cancer 

Research  Institute,  133  East  58th  Street, 

NY,  NY  10022.  Call  1-800-99CANCER.       '^^^  CANCER 
Thank  you.  '  |K^D)  RESEARCH 
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PRESIDENTS, 

GEOSiGFOs, 

INVESTOR  RELATIONS 

EXECUTIVES 

YOUR  MOST  IMPORTANT  DOCUMENT 

IS  ABOUT  TO  BE  RELEASED  - 

YOUR  ANNUAL  REPORT 

Now's  the  time  to  make  your  annual  report  visible  to  an  active 
institutional  and  private  investor  market— the  2.3  million  readers 
of  FORBES. 

Advertise  in  FORBES  1990  SPRING  ANNUAL  REPORT 
SECTION.  It's  the  first  choice  for  investor  relations  professionals 
because  they  believe  FORBES  will  draw  a  higher  number  of 
requests  per  advertisennent. 

For  questions  and  rates,  call  Virginia  Carroll  at  (212)  620-2339 
or  Sarah  Madison  (505)  275-1282/3 
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NSURANCE 
NDUSTRY 


REPORT     CARD 

A  Special  Forbes  Property/ 
Casualty  Insurance  Industry  Profile 

to  be 
Featured  in  the  June  25,  1990  Issue 

Ad  Closing:  April  30,  1990 

Supported  by: 

The  American  Insurance  Association 

The  Insurance  Information  Institute 

and  The  Independent  Insurance 

Agents  of  America 


The  property/casualty,  insurance  indus- 
try just  completed  one  of  the  most  tumul- 
tuous decades  in  its  history — a  decade 
that  finished  with  a  year  of  record  catas- 
trophe losses.  Forbes  will  present  an 
in-depth  look  at  the  industry's  perfor- 
mance: 

•  In  a  year  of  record  catastrophes 
(1989) ,  has  the  industry-  fulfilled  its  char- 
ter? (The  answer  is  yes.  The  report 
details  the  insurance  industry's  perfor- 
mance in  helping  businesses  itnd 
homeowners  recover  from  the  devastating 
effects  of  Hurricane  Hugo  and  the  Loma 
Prieta  earthquake.) 

•  In  Ught  of  the  heavy  losses,  how 
well  prepared  is  the  insurance  industry 
for  the  1990s?  (The  answer  is  surpris- 
ing. The  property/casualty  insurance  in- 
dustry enters  this  new  decade  in  very 
strong  financial  shape.) 

•  What  can  Corporate  America  ex- 
pect fi-om  the  insurance  industry  in  the 


years  ahead?  (Property/casualty  insur- 
ance executives  have  a  much  better  han- 
dle on  the  cycHcal  nature  of  the  insur- 
ance business.  Most  observers  expect  the 
1990s  to  be  characterized  by  modest 
swings  in  premium  rates,  but  without  a 
repeat  of  the  violent  swings  that  charac- 
terized the  insurance  market  in  the 
1980s.) 

•  And  much,  much  more  about  the 
industry  and  its  importance  to  the  busi- 
ness community. 

Forbes  has  retained  Dennis  H. 
Pillsbury  to  write  this  special  supple- 
ment. With  more  than  20  years  experience 
in  the  insurance  industry,  Pillsbury  is 
one  of  the  most  highly  regarded  insurance 
journalists  in  the  country. 

In  addition,  the  supplement  will  fea- 
ture reports  on  important  industry  topics 
by: 

•  Robert  Vagley,  President  of  the 
American  Insurance  Association. 


•  Mechlin  Moore,  President  of  the 
Insurance  Information  Institute. 

•  Southgate  Jones,  Jr.,  President  of 
the  Independent  Insurance  Agents  of 
America. 

Insurance  company  marketers  will 
want  to  take  advantage  of  this  tremendouj 
opportunity  to  place  their  advertising  in 
a  highly  positive  text  environment.  For 
further  information,  contact  your  local 
Forbes  representative  or  Susan  Toscani, 
Associate  Director  of  Special  Projects, 
60  Fifth  Avenue,  New  York,  NY  1001 1 
(212)620-2450. 
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"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  April  3,  1920) 
"What  is  the  most  common  topic  of 
conversation  in  the  U.S.  today?  The 
League  of  Nations?  No.  Presidential 
candidates?  No.  Developments  in  Eu- 
rope? No.  Taxes?  No.  Money  market? 
No.  Stock  market?  No.  Business  out- 
look? No.  .  .  .  The  one  subject  which 
persists  in  bobbing  up  everywhere  and 
among  all  classes  is  the  cost  of 
living." 


Haynes  1920  ad  promised  "romance,  so- 
cial distinction,  traveling  luxury" 

Sixty  years  ago 

(From  the  issue  of  April  1,  1930) 
"Reports  from  Honolulu  indicate  that 
the  first  burst  of  enthusiasm  over  a 
Zeppelin  service  to  Los  Angeles  has 
died  down  considerably.  The  Good- 
year-Zeppelin  Co.  is  still  plarming 
such  a  service  which  would  accom- 
modate about  80  passengers  on  a  two- 
day  trip,  but  no  definite  plans  have 
been  announced." 


Studehaker  ad  in  1930  was  obviously  still 
aimed  at  the  upscale  market 

"Perhaps  the  most  important  devel- 
opment in  the  world  of  science  during 
the  past  month  has  been  made  in  the 
field  of  astronomy.  Around  the  mid- 
dle   of    March    announcement    was 


made  by  the  Lowell  Observatory  at 
Flagstaff,  Arizona  that  the  ninth  plan- 
et [Pluto]  in  our  solar  system  had  been 
discovered." 

"I  see  no  signs  of  a  severe  recession. 
As  a  matter  of  fact,  I  think  1930  will 
end  up  as  a  very  good  year.  We  expect 
the  earnings  of  our  company  not  only 
to  equal  those  of  1929  but  to  exceed 
them  by  a  substantial  margin." 
— IBM  Chairman  Thomas  J.  Watson 

Fifty  years  ago 

(From  the  issue  of  April  1,  1940) 
"Late  March  figures  indicate  contin- 
ued slump,  though  at  slower  rate  than 
December-January-February's  drop  of 
128-119-109  on  Federal  Reserve  Board 
production  index.  Sales  at  retail  push 
ahead  of  last  year,  but  earliest  Easter 
in  27  years — Mar.  24  this  year  as 
against  Apr.  9  in  1939 — makes  com- 
parisons meaningless." 

"Late  in  March  television  took  its 
first  big  step  toward  becoming  'sell- 
evision'  when  NBC  aired  'the  first 
sponsored  series  of  television  pro- 
grams': news  photos,  with  a  commen- 
tator against  a  background  of  organ 
music.  The  sponsor:  Esso  Marketers 
(gasoline  and  oil).  Because  FCC  does 
not  yet  permit  the  sale  of  television 
time,  the  programs  are  technically 
'experimentation'. ..." 

"7he  first  air-conditioned  taxi,  built 
on  special  order  by  Packard,  has  just 
been  put  in  service  in  New  York  City." 

Twenty -Ave  years  ago 

(From  the  issue  of  April  1,  1965} 
"The  U.S.  airlines  racked  up  some  61 
billion  revenue  passenger  miles  last 
year  on  their  domestic  and  interna- 
tional routes,  and  Boeing  flew  nearly 
half.  All  told,  Boeing  provided  a  good 
46%  of  the  total.  ..." 

"Announcement  by  CBS  that  four 
hours  of  its  regular  evening  schedule 
will  be  broadcast  in  color  this  fall 
makes  industry  feel  it  can  top  even  the 
2.2-million-set  year  previously  pre- 
dicted. NBC  will  up  its  schedule  to 
95%  of  all  evening  shows  in  the  fall  and 
ABC  will  have  AVi  hours  per  week." 

"The  U.S.  remains  the  advertising 
center  of  the  world  [36. 6  billion  bill- 
ings], but  other  nations  are  fast  get- 
ting the  idea.  According  to  a  recent 
Advertising  Age  survey  of  advertising 


billings  in  some  53  countries  outside 
the  U.S.,  English  advertising  billings 
hit  $764  million  last  year,  highest 
outside  the  U.S.,  followed  by  Japan's 
$556  million,  West  Germany's  $386 
million." 

Ten  years  a^ 

(From  the  issue  of  March  31,  1980) 
"Selling  economic  salvation  has  al- 
ways been  a  pretty  good  business,  but 
it's  getting  better  than  ever  these  days 
as  the  American  economy  gets  worse 
and  no  one  in  power  seems  to  know 
what  to  do  about  it.  Every  time  some- 
thing else  scary  happens — and  the  past 
few  months  have  brought  us  $600  gold, 
18%  inflation,  a  bond  market  collapse 
and  stratospheric  interest  rates — busi- 
ness booms  for  salvation  sellers." 


"Gloom  and  doom"  convention  exhibit 
urges  laying  in  emergency  food  supplies 

"Now  that  the  shooting  has  stopped, 
the  reporters  and  cameramen  have 
swarmed  off  to  the  newest  fire.  Quiet- 
ly now,  the  real  work  of  the  Nicara- 
guan  revolution  goes  on.  The  direc- 
tion it  takes  is  not  reassuring.  Inde- 
pendent unions  are  being  squeezed 
into  a  single  labor  confederation. 
Businessmen  are  called  exploiters  of 
the  people.  Cubans  are  training  the 
teachers,  police  and  amy." 

"When  the  dollar  fell  in  late  1972,  then 
kept  sinking  throughout  most  of  the 
rest  of  the  Seventies,  it  seemed  every- 
one knew  and  worried  about  that — the 
butcher,  the  baker,  the  anchorman. 
But  now  that  the  dollar  is  booming,  no 
one  seems  to  notice — no  one,  that  is, 
except  for  some  European  central  bank- 
ers who  are  scared  out  of  their  wits.  At 
last  count,  the  dollar  had  regained  a  full 
two-and-a-quarter  years'  loss  against 
the  Japanese  yen  and  six  months'  loss 
against  the  deutsche  mark." 
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If  you  see  ten  troubles  coming 
down  the  road,  you  can  be  sure 
that  nine  will  run  into  the 
ditch  before  they  reach  you 
and  you  have  to  battle  with 
only  one  of  them. 
Calvin  Coolidge 


Convictions  are  more  dangerous 
enemies  of  truth  than  lies. 
Nietzsche 


Beauty  is  a  greater 
recommendation  than  any 
letter  of  introduction. 
Aristotle 


Americans  are  a  backward  people, 
with  all  the  very  real  virtues 
of  a  backward  people;  the 
patriarchal  simplicity  and 
human  dignity  of  a  democracy, 
and  a  respect  for  labor 
uncorrupted  by  cynicism. 
G.K.  Chesterton 


For  most  men  life  is  a 
search  for  a  proper  manila 
envelope  in  which  to  get 
themselves  filed. 
Clifton  Fadiman 


If  there's  one  thing  better 
than  marrying  a  millionaire, 
it's  divorcing  him. 
Anonymous 


The  happiest  people  seem  to  be 
those  who  have  no  particular 
reason  for  being  so  except 
that  they  arc  so. 
William  Inge 


Actors  are  the  only  honest 
hypocrites.  Their  life  is 
a  voluntary  dream;  and  the 
height  of  their  ambition 
is  to  be  beside  themselves. 
William  Hazlitt 


To  my  embarrassment,  I  was 
born  in  bed  with  a  lady. 
Wilson  Mizner 


Thoughts 

on  the  Business  of  Life 


To  switch  lads  and  lassies  from 
quickie  ceremonies  hack  to  the 
catered  works  in  to-be-wom-only- 
once  white  dresses,  the  [wedding] 
garment  producers  have  turned 
to  sociology'.  Through  statistics 
as  carefully  laid  out  as  a  bridal 
train,  they  are  establishing  a 
correlation  showing  a  higher 
divorce  rate  for  the  informally 
gowned. . . .  They  tnayjust  have 
something  there.  ...Ifa  bride 
has  sunk  a  hunk  of  savings  into 
a  dress  she  can 't  use  again  in  a 
second  wedding,  she  might  think 
twice  about  having  a  second. 
Malcolm  Forbes 


Evil  acts  of  the  past  are 
never  rectified  by  evil  acts 
of  the  present. 
Lyndon  Johnson 


The  average  man  is  more 
interested  in  a  woman  who  is 
interested  in  him  than  he  is  in  a 
woman  with  beautiful  legs. 
Marlene  Dietrich 


Moral  indignation  is 
jealousy  with  a  halo. 
H.G.  Wells 


My  age  is  as  a  lusty  winter 
Frosty,  but  kindly. 
William  Shakespeare 


All  the  really  good  ideas  I 
ever  had  came  to  me  while 
I  was  milking  a. cow. 
Grant  Wood 

More  than  9,000  "Thoughts,"  indexed  by 
author  arid  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol 
ume  if  purchased  separately).  Also  avail 
able,  a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  won.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


A  doctor  can  bury  his  mistakes 
but  an  architect  can  only 
advise  his  client  to  plant  vines. 
Frank  Lloyd  Wright 


Women  prefer  men  who  have 
something  tender  about  them- 
especially  the  legal  kind. 
Kay  Ingram 


The  most  successful  politician 
is  he  who  says  what  the 
people  are  thinking  most 
often  and  in  the  loudest  voice. 
Theodore  Roosevelt 


Double — no,  triple — our  troubles 
and  we'd  still  be  better  off 
than  any  other  people  on  earth. 
Ronald  Reagan 


A  Text . . . 

Blessed  is  everyone  that 
feareth  the  Lord;  that 
walketh  in  his  ways.  For 
thou  shalt  eat  the  labor 
of  thine  hands;  happy 
shalt  thou  be,  and  it 
shall  be  well  with  thee. 
PSAI.MS  128:1-2 


Sent  in  by  Allen  Olender,  West  Bloomfield, 
Mich.  What's  your  favorite  text?  The 
Forbes  Scraphook  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  senders  of 
texts  used. 


As  a  matter  of  fact  and  experience, 
the  more  power  is  divided  the 
more  irresponsible  it  becomes. 
WooDRow  Wilson 


Never  say  you  know  a  man 
until  you  have  divided  an 
inheritance  with  him. 
Johann  Lavater 


Sleep:  The  golden  chain  that  tics 
health  and  our  bodies  together. 
Thomas  Dekker 
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THREE  DOLLARS  SEVENTY-FIVE  CENTS 


WHY  THE  JAPANESE  FEEL 
AT  HOME  WITH  ROBOTS 

(AND  WE  DON'T) 
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40  Not  out  of  the  woods  yet 
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COMPANIES 


THE  INDEX  OF  COMPANIES 
REFERRED  TO  IN  THIS  ISSUE 
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If  you  see  ten  troubles  coming 
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To  my  embarrassment,  1  was 
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To  switch  lads  and  lassies  from 
quickie  ceremonies  back  to  the 
catered  works  in  to-be-wom-only- 
once  white  dresses,  the  [wedding] 
garment  producers  have  turned 
to  sociology.  Tfjrough  statistics 
as  carefully  laid  out  as  a  bridal 
train,  they  are  establisJjing  a 
correlation  showing  a  higher 
divorce  rate  for  the  informally 
gowned. . . .  They  may  just  have 
something  there. . .   If  a  bride 
has  sunk  a  hunk  of  savings  into 
a  dress  she  can 't  use  again  in  a 
second  wedding,  she  might  think 
twice  about  Ixwing  a  second. 
Malcolm  Forbes 


Evil  acts  of  the  past  are 
never  rectified  by  evil  acts 
of  the  present. 
Lyndon  Johnson 


The  average  man  is  more 
interested  in  a  woman  who  is 
interested  in  him  than  he  is  in  a 
woman  with  beautiful  legs. 
Marlene  Dietrich 


Moral  indignation  is 
jealousy  with  a  halo. 
H.G.  Wells 


My  age  is  as  a  lusty  winter 
Frosty,  but  kindly. 
William  Shakespeare 


All  the  really  good  ideas  I 
ever  had  came  to  mc  while 
I  was  milking  a  cow. 
Grant  Wood 

More  than  9,000  "Thoughts,"  indexed  by 
author  and  suhjecl,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19. SO  per  vol 
ume  if  purchased  separately).  Also  avail 
able,  a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  fifth  Ave.,  New  York, 
N.  Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


A  doctor  can  bury  his  mistakes 
but  an  architect  can  only 
advise  his  client  to  plant  vines. 
Frank  Lloyd  Wright 


Women  prefer  men  who  have 
something  tender  about  them — 
especially  the  legal  kind. 
Kay  Ingram 


The  most  successful  politician 
is  he  who  says  what  the 
people  are  thinking  most 
often  and  in  the  loudest  voice. 
Theodore  Roosevelt 


Double — no,  triple — our  troubles 
and  we'd  still  be  better  off 
than  any  other  people  on  earth. 
Ronald  Reagan 


A  Text . . . 

Blessed  is  everv'one  that 
feareth  the  Lord;  that 
walketh  in  his  ways.  For 
thou  shalt  eat  the  labor 
of  thine  hands;  happy 
shalt  thou  be,  and  it 
shall  be  well  with  thee. 
PsAiAis  128:1-2 


Sent  in  by  Allen  Olender,  West  Bloomfield, 
Mich.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the  Busi- 
ness of  Life  IS  presentea  to  senders  of 
texts  used. 


As  a  matter  of  fact  and  experience, 
the  more  power  is  divided  the 
more  irresponsible  it  becomes. 
WooDRow  Wilson 


Never  say  you  know  a  man 
until  you  have  divided  an 
inheritance  with  him. 
Johann  Lavater 


Sleep:  The  golden  chain  that  tics 
health  and  our  bodies  together 
Thomas  Dekker 
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The  1991  Ch 


You're  looking  at  the  next 
generation  of  the  best- 
selling  full-size  car  of  all 
time.  Youll  find  it  has  more 
room  than  most  luxury 
cars  and  more  standard 
features  than  many 
higher-priced  cars. 

Take  a  walk  around. 
Don't  let  the  new  aero 


even  longer  than  lastyeai: 

And  roomier  than  eve^x. 

before.  From  its  solid  sHel 

bumper  to   r~T— -^"— — — 

its  20.4-cur    ^  "  " 

ft.  trunk 

that  holds     *" 

four  golf 

bags  and  ' 

more.  In 

fact,  this  is  


the  most  spacious  Caprice 
of  all  time. 

Open  the  door. . .  and  pre- 
pare to  be  impressed.  Six 


adults  can  stretch  out  on 
durable  cloth  seats  covered 
with  Scotchgard  '  Fabric 
Protector.  Or  enjoy  the  classic 

"^  I  richness  of 

leather  in 
the  seating 
areas.  An 
^  option  well 

\        '^^  ^        worth  the 
indulgence. 

I       Look 

around  at  all  the  stan- 
dards of  luxury  you  won't 
find  in  many  more  expen- 
sive cars. 


^ "  *Scr  your  Clicvrnlri  dealer  for  terms  of  this  limited  warrani  v 
— I     <   1W)C)(;M  Corp.  All  Rights  Reserved.     Lefsget  it  toj>ellirr.. 


t 

( Tievrol 


Open  the  hood.  You'll  see 
we've  kept  the  tradition- 

,_  al  road-car  ride  of  V8- 
powered  rear-wheel  drive. 
And  added  contemporary 

,       features  like  the  all-weather 

i       control  of  standard  four- 
wheel  anti-lock  brakes. 
Plus  a  driver's-side  supple- 
mental inflatable  restraint 

!        system. 


05 


And  as  time  goes  by  two- 
sided  galvanized  steel  and 
a  base-coat/clear-coat  paint 
finish  will  keep  it  durable 
and  looking  wonderful. 
And  a  3-year/50, 000- 
mile  Bumper  to  Bumper 
Plus  Warranty*  will  keep 
Caprice  protected.  Because 
something  this  beautiful     ■ 
should  last  for  a  long  time. 


Now  you  know.  The  time 
has  come  for  a  new  kind  of 
full-size  luxur>'.  The  new 
1991  Chevrolet  Caprice. 

For  more  information 
regarding  Caprice,  please 
call  1-800-879-1991  or 
see  your  nearest  ChevTolet 
dealer. 


OfMAUiKA  IS  WINNING 
rOQ^y^  CHEVROLET 


\L~ 


he  CM  (Or]' 


Forbes 


APRIL  16,  1990 
VOLUBIE  145 
NUMBERS 


THE  INDEX  OF  COMPANIES 
REFERRED  TO  IN  THIS  ISSUE 
IS  ON  PAGES  6  AND  7. 


ON  THE  COVER 


148  Cover  Story 

Science  &  Technology:  Why  Ja- 
pan Loves  Robots  And  We  Don't 

By  Andrew  Tanzer  and  Ruth  Simon 
The  Japanese  are  pinning  many  of 
their  industrial  hopes  on  increasing 
use  of  robots.  So  what  if  the  return  on 
investment  takes  time? 

40    Will  Vail  Be  For  Sale? 

By  Gretchen  Morgenson 
TV  mogul  and  ski  resort  owner  centi- 
millionaire  George  Gillett  narrowly 
averted  bankruptcy  court  in  February. 

100  The  Midwest  Chief  Executive 

Whob  Ban!      I'     ^  BrouJway 
By  Lisa  Gubemick  with  Reed  Abelson 
An  ex-professor  and  a  retired  captain 
of  industry  are  putting  excitement 
and  profitability  back  into  Broadway. 

184  Why  The  Market's 
Like  A  Poker  Game 

By  Frederick  E.  Rowejr. 

An  institutionally  dominated  stock 

market  is  boring.  How  do  you  play 

boredom? 


40  Not  out  of  the  woods  yet 


COMPANIES 

36    Continental  Bank 

By  Matthew  Schifrin 

Its  turnaround  was  trumpeted  from 
Tokyo  to  Paris.  But  the  triumphant 
notes  turned  sour. 

39    Orion  Pictures 

By  Kathryn  Harris 

Probably  for  sale,  but  only  to  a  buyer 

who  will  accept  a  certain  amount  of 

baggage. 

42    Universal  Health  Services 

By  James  Cook 

Having  lost  one  company  to  a  raider, 
Alan  Miller  built  a  second  one  he 
doesn't  expect  to  lose. 

72    International  Controls 

By  Phyllis  Berman 

Here's  a  neat  way  for  dealmakers  to 
bail  out  of  so-so  deals  without  losing 
money:  Just  stiff  your  junk  bond  hold- 
ers. Arthur  Goldberg  shows  how. 

89    Southwestern  BlU 

By  Claire  Poole 

Its  cellular  business  has  arrived. 

105  The  Up  &  Comers: 
Harper  Group 

By  Spyros  Manolatos 

John    Robinson's    profitable    secrets 

were  foresight  and  positive  imagery. 

112  The  Up  &  Comers: 
Raymond  Weil  S.A. 

By  Zina  Sawaya 

His  bosses  squabbled,  his  industry 
was  depressed.  Raymond  Weil  figured 
it  was  time  to  start  his  own  company. 


120  Nacco  Industries 

By  Alyssa  A  Lappen 

How  a  young  Cleveland  executive 

saved  grandpa's  company. 

INDUSTRIES 

38    Room  For  Everybody? 

By  Jerry  Flint 

Japan's  new  luxury  cars  aren't  run- 
ning anyone  off  the  road.  Lincoln  sets 
sales  records. 

90    The  Disney  Touch 

By  Seth  Lubove 

Shopping  mall  sharpie  Ed  DeBartolo 

runs  a  mean  racetrack,  too. 

92    Long  Shot 

By  Kerry  Hannon 

Why  is  Britain's  Ladbroke  Group  busy 

buying  up  U.S.  tracks?  ^ 

GOVERNMENT 

64    The  Natives  Are  Restless 

By  Janet  Novack 

As  federal  payments  to  local  govern- 
ments decline,  real  estate  taxes  and 
other  local  levies  creep  higher. 

136  As  I  See  It:  "Technology  Is 
Slamming  Right  Into  The 
Regulatory  Ma  ^hinery" 

By  Tatiana  Pouschine 
U.S.  high-tech  firms  suffer  from  out- 
dated export  controls.  An  interview 
with  Dennis  Kloske. 

INTERNATIONAL 

50    The  Bolsa  Booms  Again 

By  Patrice  Duggan 

As  Mexico  charts  a  sovmder  economy, 

its  stock  market  is  bursting  with  U.S. 

investors.  One  brokerage  is  profiting 

handsomely. 


FORBES,  APRIL  16,  1990 


^T 

i 

j/t^j^'     At^t^B^^ 

y 

^^^^^^^^'-''   ^k 

1^ 

^M  '^^^^^^ 

0- 

l^iH  '^^^^^^^^^^^^ 

100  Jujamcyn's James  Binger 


158  Costly  coverage 


93    Memories  Of  Development 

By  Peter  Fnhrman 

Czechoslovakia  was  once  a  developed 
industrial  country  and  Skoda  was  a 
world-class  industrial  firm. 

TAXING  MATTERS 

132  The  Dinkins  Syndrome 

By  Patrice  Duggan 

How  bad  is  it  if  you  never  get  around 

to  filing  your  tax  return? 

INVESTING 

174  The  Funds: 

Danger:  States  That  Confiscate 
"Dormant"  Property 

By  Michael  Fritz 

Could  you  be  escheated  out  of  your 
IRA?  Also:  Bodies  for  sale,  cheap;  glas- 
nost;  and  taxes  on  Treasurys. 

188  Streetwalker 

Donald  Trump,  King  World  Produc- 
tions, drug  stocks.  Riser  Foods. 

PERSONALITIES 

46    Like  Father,  Like  Son 

By  William  P.  Barrett 
In  January,  Australia's  Bond  Corp.  re- 
'ccted  a  takeover  bid  by  young  Texan 
ieff  Reynolds.  That  was  the  first  Bond 
over  heard' of  Reynolds.  It  wasn't  the 
first  time  the  police  had  heard  or  him. 

56    Cash-Rich  And  On  The  Prowl 

By  Rita  Koselka 

French  separatists  threatened  his  life, 
Robert  Campeau  tried  to  use  him. 
Canada's  wily  Paul  Desmarais,  with 
over  $1  billion  in  cash,  looks  for  deals. 


DEPARTMENTS 


MARKETING 


126  Cluck,  Cluck,  Oink 

By  Joshua  Leiine 

Pork  has  always  had  a  pretty  piggy 
image,  but  an  improved  product  and  a 
fresh  marketing  approach  has  helped 
put  more  pork  on  American  plates. 

COMPUTERS/COMMUNICATIONS 

138  Challenge  And  Response 

By  Julie  Pitta 

Andrew  Grove  of  Intel  Corp.  is  one  of 
the  U.S.'  strongest  proponents  of  in- 
dustrial policy;  his  company's  suc- 
cesses argue  against  it. 

142  Read  My  Discs 

By  Stei'e  Weiner 

Philips'  HeadStart  is  a  mere  flyspeck 
m  the  computer  business.  Now  it  may 
have  a  winner.  Also:  Commentary  by 
Richard  A.  Shaffer. 

PERSONAL  AFFAIRS 

156  Germany's  Palm  Beach 

By  Richard  C.  Morals 
Baden-Baden  is  a  sybaritic.  Old  World 
alternative  to  the  masochism  of  the 
typical  American  health  farm.  Also: 
Car-rental  insurance;  combining  sail- 
ing trips  with  maritime  collecting. 

CAREERS 

162  The  Mommy  And  Daddy  Track 

By  Dyan  Machan 

With  big  companies  offering  lavish 
day-care  centers  on-site,  how  are  the 
smaller  companies  able  to  compete? 


8  Side  Lines 
10  Follow-Through 
14  The  Informer 
16  Readers  Say 
19  Fact  and  Comment 
24  Other  Comments 
29  Commentary 

191  Flashbacks 

p2  Thoughts 


U^UMNISTS 

77  Michael  Novak 
146  Richard  A.  Shaffer 
154  Peter  Huber 

179  Ben  Weberman 

180  Kenneth  L.  Fisher 

182  Mark  Hulbert 

183  A.  Gary  Shilling 

184  Frederick  E.  Rowe  Jr. 

MONEY  &  INVESTMENTS 

31  What's  Ahead  For  Business 

32  The  Forbes  Index 

171  The  Forbes  Wall  Street  Review 

172  Industry  Review 

FACES  BEHIND  THE  HGURES 

166  William  £.  Simon, 

William  E.  Simon  &  Sons  Municipal 

Securities 
166  John  Stainback, 

Privatization  International 
168  Leona  Helmsley, 

Investment  Properties  Associates 
168  Gerald  Hines, 

Houston  builder 


April  16,  1990        Volume  145        Numl.  -  ; 
York,  NY.  10011.  Second-class  post., 
year,  U.S.A.  Postmaster;  Send  address 
the  U.S.  Patent  Office 


■I'.Sii.-hed  biweekly  except  weekly  durine  two  weeks  in  October,  by  Forbes  Inc.,  60  Fifth  Ave.,  New 
'iling  offices.  Canadian  second-class  postage  paid,  permit  number  9490.  Subscription  $48  a 
.'   1 001 1 .  Copyright  ®  1 990  Forbes  Inc.  Title  is  protected  through  a  trademark  registration  in 


FORBES,  APPJl  i6,  IVA) 


^/i^ 


."-#4 


_*  V  ■■  -■"•-*^ 


M 


■M: 


iK'i 


.^'S**. 


The  Future  |s  Not  What  |t  Used  To  Be. 


i*-r»*»!>i«iJ"*'"«r,A*S.-j 


f 


*• 


t* 


•t      ♦ 


.>!» 


Funny,   isn't  it, 

how  views  of  the  future 

change  so  rapidly. 

Just  ask  any  visionary  you 

happen  to  nneet. 

Today,  scores  of  people 

are  trumpeting 

the  virtues  of  networking. 

We  at  Novell 
defined  the  industry.  Since 

then,  we  have  become 
synonymous  with   Network 

Computing,  and   our 
software  products  are  now 
in  their  eighth  generation. 

You   see,  we're  not 

in  the  prediction   business. 

We're   in  the   reality 

business.  We  don't  look 

at  the  world  through 

a  crystal  ball.  We   look 

at  it  through  the  eyes 

of  our  customers. 

Which   is  why,   if  you 

have  an   eye  on  the  future, 

you'd   do  well  to  consider 

the   people  who 

made   it  possible. 
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The     Past,     Present,     and     Future 
of    Network    Computing. 
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Are  we  robotophobes? 

The  term  "robot"  was  popularized  by  a  Czech  playwright 
named  Karel  Capek  in  the  1920s.  Capek  wrote  a  play,  called 
R.U.R.,  that  was  widely  performed  both  here  and  in  Europe, 
wherein  man-made,  pesple-like  machines  killed  their  creators 
and  took  over  the  world.  Capek  was  dealing  with  a  theme  that 
resonated  through  the  Western  world  in  the  1920s  when  people 
first  became  acutely  aware  that  machinery,  while  lightening 
man's  burden,  could  also  dehumanize  him.  The  theme  was 
taken  up  by  other  artists,  among  them  Elmer  Rice  in  his  play  77?^ 
Adding  Machine  and  Charlie  Chaplin  in  the  movie  Modem  Times. 
The  better  part  of  a  century  has  passed,  but  robotophobia  seems 
to  linger  in  the  American  consciousness,  even  if  subliminally; 
witness  U.S.  industry's  slowness  to  use  robots.  Japan,  apparent- 
ly, has  no  such  prejudice  against  the  machinely  creatures. 
Thus — as  our  cover  story,  "Why  Japan  loves  robots  and  we 
don't,"  explains — do  cultural  factors  influence  the  economic. 
From  Tokyo,  Andrew  Tanzer  writes  about  the  rapid  progress  of 
industrial  robotization  in  Japan;  writing  from  New  York,  Ruth 
Simon  reports  that  American  companies  have  severely  limited 
the  use  of  artificial  people  on  their  assembly  lines.  Starts  oh 
page  148. 

It's  a  354-page  babyt 

Knowing  the  talent  of  the  people  involved,  we're  not  surprised: 
Our  German  sister  publication,  .'Forbes  von  Burda,  is  off  to  a 
tremeridous  start.  Newsstand  sales  of  the  premiere  March  issue 
topped  100,000,  and  this  in  a  nation  with  one-fourth  our  popula- 
tion. The  maiden  issue  bulged  with  advertising.  Among  the 
stories  in  the  354-page  magazine:  an  inside  look  at  the  huge  but 
very  private  Thyssen-Bomemisza 
Group;  an  inquiry  into  the  selling 
tactics  of  a  dealmaker  preying  on 
American  and  European  investors 
with  promises  of  outlandish  re- 
turns from  East  Germany;  a  feature 
on  shark  fishing.  In  a  land  where 
most  business  journalism  is  stodgy 
and  impersonal,  .'Forbes  von  Burda 
is  irreverent,  blunt,  opinionated 
and  focused  on  personalities — just 
like  this  Forbes.  The  first  issue  is 
as  visually  entrancing  as  it  is  ver- 
bally sparkling.  Congratulations 
to  Chefredakteur — editor-in-chief — 
Mathias  Nolte,  at  37  a  veteran  of  German  magazine  publishing, 
and  to  his  first-rate  staff.  The  April  issue  of  the  magazine, 
published  by  the  distinguished  house  of  Burda  in  Munich,  will  . 
soon  be  available  by  mail  from  German  Language  Publications, 
560  Sylvan  Ave.,  Englewood  Cliffs,  N.J.  07632,  and  later  issues 
will  also  be  available  by  subscription  or  at  newsstands  carrying 
foreign  publications. 
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Follow-Through 


Edited  by  Kerry  Hannon 


Prowling 

May  1,  1989 
Aug.  7,  1989 
Jean-Rene  Fourtou 


Iast  spring  Forbes  told  readers  that 
IRhone-Poulenc  Chairman  Jean- 
Rene  Fourtou  was  on  the  prowl  for 
U.S.  acquisitions.  A  relative  un- 
known here,  Fourtou  planned  to 
make  Rhone-Poulenc  less  dependent 
on  Europe  by  boosting  its  U.S.  reve- 
nues to  $3  billion  by  1991. 

When  Forbes  talked  to  Fourtou,  he 
had  already  taken  some  big  bites: 
Union  Carbide's  agricultural  products 
division,  Stauffer  Chemical's  basic 
chemicals  unit  and  Monsanto's  anal- 
gesics operation.  Total  U.S.  sales,  $1.9 
billion.  But  he  was  still  hunting. 

Rorer  Group  Inc.  seemed  an  obvi- 
ous takeover  target  to  us.  In  March 
the  two  got  together.  Fourtou  and 
Rorer  Chairman  Robert  Cawthom  cut 
a  friendly  deal  giving  both  what  they 
wanted.  Rhone-Poulenc  is  buying 
50.1%  of  Rorer  for  $1.7  billion  and 
will  transfer  its  human  drug  business 
to  Rorer  for  more  stock,  bringing  its 
share  in  the  combined  Rhone-Poulenc 
Rorer  to  68% .  Cawthom  will  be  chair- 
man and  chief  executive  of  the  com- 
bined $3.1  billion  (sales)  U.S. -based 
company.  Rorer  shareholders  will 
also  get  stock  in  the  new  company, 
giving  them  a  buyout  value  of  $70  to 
$73  a  share,  up  from  $37.50  when  we 
wrote  our  Rorer  story.  The  question 
remains:  Where  will  Fourtou  strike 
next? — Janet  Novack  and  Jason  Zweig 


Trouble  at 
home 

Nov.  27,  1989 
Charles  Rice 


B 


which  Forbes  extolled  in  November, 
is  backfiring.  With  Florida  real  estate 
souring,  Bamett's  earnings  could 
plunge  by  as  much  as  70%  in  the  first 
quarter,  coming  in  as  low  as  $  1 5  mil- 
lion, or  24  cents  a  share. 

With  more  than  half  of  Bamett's 
$23  billion  in  loans  in  commercial  or 
residential  real  estate,  the  bank  is  tak- 
ing precautions.  As  a  result  of  a  spe- 
cial government  examination  begun 
in  early  1990,  Bamett  will  increase  its 
loan  loss  reserve  by  $60  million.  The 
bank  will  also  transfer  $  1 1 7  million  of 
loans  and  real  estate  to  the  nonper- 
forming  category,  bringing  the  total  to 
$455  million,  close  to  2%  of  total 
loans.  Also,  Bamett  will  write  off  $45 
million  in  bad  loans. 

Bamett's  down  quarter  is  further 
evidence  of  mounting  real  estate 
problems  in  the  Southeast,  especially 
Florida.  It  also  shows  that  some  bank- 
ers can  find  plenty  of  trouble  right  in 
their  own  backyard. — John  H.  Taylor 


Icarus  redux? 

Oct.  16,  1989 
Adam  Osborne 


back  last  month  to  pursue  two  new 
ventures.  The  first  is  Silicon  Valley 
Technology,  a  company  that  produces 
printed  circuit  boards  in  India  for  sale 
*  in  the  U.S.  Osborne,  who  is  an  inves- 
tor in  the  three-year-old  startup  and  a 
director,  will  oversee  its  U.S.  market- 
ing efforts.  The  second:  an  artificial 
intelligence  company  that  he  has  | 
code-named  Socrates. 

Success  may  have  eluded  Osborne 
thus  far,  but  one  must  acknowledge 
his  entrepreneurial  drive. — Julie  Pitta 


Right  as 
Runwater 

Mar  6,  1989 


amett  Banks  Inc.  became  one  of 
the  nation's  best-performing 
banks  by  sticking  to  its  home  turf  in 
Florida  and  avoiding  the  temptation 
to  expand  to  Texas,  North  Carolina 
and  Virginia.  But  now  that  strategy. 


Silicon  Valley  entrepreneurs  have  a 
knack  for  rising  from  the  ashes, 
and  now  Adam  Osborne  is  trying  it — 
for  the  second  time.  Osborne  came  to 
prominence  in  the  early  1980s  with 
his  Osborne  Computer  Corp.,  devel- 
oper of  the  first  portable  computer.  In 
the  face  of  competition  from  the  ibm 
personal  computer  and  the  market  it 
spawned  for  compatible  machines, 
Osborne  Computer  went  bankrupt  in 
1983.  When  Forbes  looked  in  on  Os- 
borne last  fall,  his  latest  venture,  Pa- 
perback Software  International,  was 
in  serious  trouble,  too. 

Today  Paperback  is  still  trying  to 
fight  off  a  lawsuit  filed  by  Lotus  De- 
velopment Corp.,  the  Cambridge, 
Mass. -based  outfit  that  charges  Os- 
borne's company  ripped  off  its  best- 
selling  software  package,  Lotus 
1-2-3.  Since  the  suit  was  filed,  in  Janu- 
ary 1987,  Paperback's  sales  have 
dwindled  and  the  tiny  company's  le- 
gal fees  have  mounted.  There  has  as 
yet  been  no  verdict. 

What  about  Osborne?  He  left  Paper- 


It  looks  like  Richard  Rainwater  was 
right  again.  A  year  ago  Forbes  no- 
ticed that  the  Fort  Worth  investor  was 
quietly  taking  stakes  in  energy  com- 
panies, including  Wolverine  Explora- 
tion and  Energy  Service  Co.  (Ensco). 
With  oil  prices  strong,  shares  of  both 
companies  have  nearly  doubled. 

What's  Rainwater  buying  now?  Re- 
cently, a  partnership  that  includes 
Rainwater,  Ensco  and  Goldman, 
Sachs  invested  in  Penrod  Drilling 
Corp.,  one  of  the  remnants  of  the 
Hunt  brothers'  oil  and  gas  empire. 
From  bankers,  the  Rainwater  partner- 
ship bought  27%  of  Penrod's  debt  for 
$95  million,  or  70  cents  on  the  dollar. 
That  debt  also  gives  Rainwater  a  27% 
equity  stake  in  Penrod. 

The  plot  thickened  in  mid-March 
when  the  Hunts  agreed  to  turn  over 
their  50%  equity  stake  in  the  debt- 
ridden  Penrod  to  banks. 

But  there  is  no  guarantee  that  the 
Rainwater  group  will  get  a  larger  piece 
of  Penrod  from  the  banks.  First,  it  will 
have  to  outmaneuver  the  Tisch  fami- 
ly's Loews  Corp.  and  Houston's  Row- 
an Cos.,  both  of  which  are  expected  to 
try  to  get  control  of  Penrod.  Bids  are 
expected  to  range  from  $400  million 
to  $475  million,  with  the  buyer  as- 
suming all  the  debt.  So  even  if  the 
Rainwater  group  doesn't  acquire  Pen- 
rod  itself,  it  will  still  be  able  to  sell  its 
holdings  in  the  company  for  a  profit  of 
between  $13  million  and  $35  mil- 
lion.— John  H.  Taylor 
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There's  no  better  place  to  put  a  bundle. 


Wh. 


'hat  goes  into  a  Range  Rover? 

Just  about  anything. 

With  up  to  70  cubic  t'eet  of  storage,  a 
Range  Rover  can  take  on  more  than  any 
kixury  sedan. 

And  since  it's  designed  to  absorb 
nature's  hardest  knocks,  a  Range  Rover's 
a  smart  place  for  even  the  most  dehcate 
cargo. 

Of  course,  when  it  comes  to  posh, 
pohsh  and  luxurious  appointments, 


a  Range  Rover  more  than  holds  its  own. 

And  to  make  the  stopping  as  graceful 
as  the  going,  Range  Rover  now  comes 
with  a  remarkable  new  anti-lock  braking 
system  that  critics  hail  as  the  world's 


^  RANGE  ROVER 


most  sophisticated. 

So  whether  you  prefer  the  extrava- 
gantly appointed  standard  Range  Rover, 
or  the  even  more  luxurious  Gountv 
model,  simply  call  1-800  FINE  4Wb 
for  a  dealer  near  you. 

Starting  at  a  tad  more  than  838,000, 
a  Range  Rover  is  hardly  inexpensive. 

But  where  else  can  you  put  a  bundle 
like  that  and  receive  such  a  handsome 
return? 
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PresentingAmerigvs 
Fastest  Growing  European  Airline. 


American  Airlines  is  spread- 
ing its  wings  all  across  Europe  with 
service  to  eight  countries  and  11 
European  cities.  And  with  over  100 
flights  every  week,  American  truly 
is  America's  fastest  growing  Euro- 
pean airline.* 

No  matter  where  you're  leav- 


ing from,  we  make  your  Eurofxnm 
trip  easier  with  four  convenient 
U.S.  gateways. 

American  already  serves  more 
European  cities  nonstop  from 
Dallas/Fort  Worth  and  Chicago 
than  any  other  airline.  And  we  can 
provide  convenient  service  to 


II 


ISI 


□ 


GLASGOW^ 

^IS^CHESTER  I 

* LONDON  ^  ^ 

<^,^^_^*  ^        DU 


PARIS 


DUESSELDORF 

« 

BRUSSELS 

FRANKFURT 

MUNICH 
ZURICH 


MADRID 


r\ 


J 


Maps  not  to  scale. 


Europe  from  New  York  and  Raleigh/Durham. 
So  now  American  gives  you  more  choices 
than  ever  before. 

And  not  only  are  we  growing  faster,  our 
commitment  to  inflight  service  has  never 
been  stronger.  In  fact,  our  inflight  menu  and 
wine  selection  were  ranked  number  one  in 
the  world  \y^  Business  Traveller  magazine. 


All  this,  plus  our  on-time  record,  has 
helped  make  American  Airlines  the  largest  air- 
line in  the  free  world.  And  the  fastest  growing 
American  airline  to  Europe. 

*Gla.sg()w;  Scotland,  service  begins  in  May.  Schedules  subject  to  change. 

AmericanAirlines 

Something^cial  to  Europe. 
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Forbes  Informer 


Edited  by  Eric  Schmuckler 


How  sweet  it  was 

An  expanded  indictment  against  Mi- 
chael Milken  has  been  on  again,  off 
again,  as  Milken's  lawyers  joust  with 
the  feds  over  a  possible  plea.  Now, 
rumor  has  it,  the  feds  are  holding  a 
pretty  big  gun  to  Milken's  head  in  an 
attempt  to  convince  him  to  testify 
against  some  of  the  bigger  players  in 
his  high-yield  game.  The  feds  appar- 
ently have  fresh  information  about 
how  Milken  used  "sweeteners"  to 
make  sure  his  clients  would  buy  his 
junk  bonds  when  he  needed  them  to. 

In  many  of  his  deals,  Drexel  would 
require  so-called  stripped  warrants, 
which  allowed  the  holders  a  future 
claim  on  stock  in  the  company  that 
issued  the  junk.  Big  chunks  of  these 
warrants  had  a  habit  of  turning  up  in 
private,  Drexel-created  partnerships; 
private  so  they  did  not  have  to  dis- 
close their  ownership  or  payout  to 
anyone. 

Specifically,  prosecutors  are  said  to 
be  hot  on  the  trail  of  stripped  warrants 
from  the  Beatrice  and  Storer  Commu- 
nications deals.  Some  of  the  Storer 
warrants  ended  up  in  an  entity  named 
MacPherson  Investment  Partners.  At 
least  one  executive  who  personally 
benefited  is  said  to  be  cooperating 
with  authorities. — Graham  Button 


John  Barr  Gamma  l-iaison 


Michael  Milken 

Bow  much  do  thefeda  know? 


John  Neff  delivers 

Here's  a  turnaround  story:  The  Uni- 
versity of  Pennsylvania  has  gone  from 
worst  to  first  in  ten-year  performance 
among  the  nation's  college  and  uni- 
versity endowments.  For  the  decade 
ended  last  June  30,  Penn's  $761  mil- 
lion endowment  topped  the  1 79  funds 
measured  by  the  National  Associa- 
tion of  College  &  University  Business 
Officers.  The  association  does  not  dis- 
close the  names  in  its  rankings;  it 
codes  them  to  protect  the  endow- 
ments from  embarrassment.  We  man- 
aged, however,  to  decode  enough  of 
the  rankings  to  tell  who  is  now  at  the 
top  of  the  heap. 

Penn  squeezed  out  a  total  annual 
compounded  return  of  18.4%;  the  av- 
erage for  all  schools  was  13.7%.  Most 
of  the  heroics  came  in  the  stock  port- 
folio, which  returned  22.2%,  versus 
thes&pSOO's  16.9%. 

Much  of  the  credit  goes  to  Windsor 
Fund's  John  Neff,  who  has  run  the 
stock  portfolio  for  a  decade  now.  (The 
fixed-income  part  is  overseen  by 
Richard  Worley  of  Miller,  Anderson 
&  Sherrerd  in  Bala  Cynwyd,  Pa.)  Penn 
formerly  let  trustees  call  its  invest- 
ment shots,  but  that  ended  after  the 
Penn  Central  collapse,  which  cost 
Penn  dearly. — William  P.  Barrett 


This  one's  for  you,  too 

When  Philip  Morris'  Miller  Brewing 
Co.  launched  Miller  Genuine  Draft 
nationally  four  years  ago,  Anheuser- 
Busch  mocked  it  as  just  a  passing  fad. 
But  the  brew  has  become  one  of  the 
covmtry's  fastest-growing  beers;  last 
year  it  knocked  Anheuser's  Michelob 
out  of  the  list  of  the  nation's  top 
ten  brews. 

Now  Anheuser  is  getting  even.  Last 
month  the  company  began  test-mar- 
keting Busch  Cold  Filtered  Draft  in 
Tulsa,  Okla.  The  beer,  in  a  tall,  clear 
bottle  with  a  black  label,  looks  the 
spitting  image  of  Miller  Genuine 
Draft.  Anheuser  could  not  be  reached 
for  comment.  And  what  does  Miller 
think  about  this  look-alike  product? 
Says  a  spokeswoman,  "It's  the  ulti- 
mate compliment." — Claire  Poole 

Lawyers  get  the  ax 

A  number  of  the  country's  biggest  law 
firms  may  follow  their  major  Wall 
Street  clients  and  start  trimming  pay- 
rolls. Over  the  last  several  months, 
firms  with  large  Wall  Street  practices 
such  as  Milbank,  Tweed,  Hadley  &. 
McCloy;  Willkie  Farr  &  Gallagher; 
and  Cahill  Gordon  &.  Reindel  have 
each  trimmed  a  couple  dozen  asso- 
ciates from  their  ranks.  No  surprise 
there:  Cahill,  for  instance,  was  Drex- 
el's  lead  law  firm. 

Some  firms  say  that  their  cuts  are 
the  normal  weeding  out  of  subpar  as- 
sociates and  not  at  all  related  to  the 
slump  on  Wall  Street.  Maybe,  but  ru- 
mors continue  to  fly:  New  York  City- 
based  Davis  Polk  &  Wardwell  is  said 
to  have  told  its  hopefuls  that  things 
were  too  busy  to  make  any  partner- 
ship decisions  right  now.  Too  busy? 
Or  too  uncertain?  On  the  contrary, 
says  managing  partner  Henry  King. 
He  confirms  that  Davis  Polk  did  put 
off  partnership  decisions  for  a  few 
months,  but  calls  the  rumor  "totally 
ridiculous,"  adding  that  the  firm  had 
its  best  year  ever  in  1989. 
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NOTrCE  TO  AHRESTINO 


Most  wanted 


The  latest  addition  to  the  U.S.  Mar- 
shals' 15  Most  Wanted  list,  Tom  J. 
Billman,  is  not  your  typical  stickup 
artist.  According  to  a  recent  federal 
indictment  in  Baltimore,  Billman  si- 
phoned over  $100  million  from  the 
now-defunct  Community  Savings  & 
Loan  Association  of  Bethesda,  Md., 
finally  parking  at  least  $22  million  of 
that  in  Swiss  bank  accounts. 

Billman  went  on  the  lam  in  Decem- 
ber 1988  and  is  believed  to  be  in  Eu- 
rope. Frustrated  prosecutors  brought 
in  the  Marshals  to  track  down  their 
man.  A  spokesman  confirms  that  Bill- 
man  is  the  first  financier  to  grace  the 
Marshal's  Most  Wanted  list.  He  prob- 
ably won't  be  the  last. 

Baby,  it's  cold  outside 

Among  those  left  holding  the  bag  in 
the  Drexel  bankruptcy:  a  bunch  of 
Eskimos  and  Alaskan  Indians.  In  1986 
Seattle-based  Kavilco,  a  corporation 
run  for  the  benefit  of  native  Alaskans, 
sold  Drexel  $72  million  of  losses  from 
an  earlier  timber  deal.  Drexel  used 
some  of  the  losses  to  shelter  a  bit  of  its 
own  income.  But  Kavilco  couldn't  get 
cash  for  the  sale  and  had  to  take  a  $22 
million  note,  pending  an  audit,  be- 
cause Drexel  wasn't  sure  about  the 
Alaskans'  numbers.  Drexel,  however, 
went  bust  before  the  audit  ever  got 
finished.  And  now  Kavilco's  $22  mil- 
lion clainx"  makes  it  one  of  Drexel's 
top  unsecured  creditors,  winning  the 
company  a  seat  on  the  Drexel  credi- 
tors committee.  "We're  hung  out 
there  pretty  far,"  moans  Kavilco's 
Scott  Bums. 
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lL42am,  The  Regent  Beverly  Wilshire, 

An  unexpected  guest  sends  a  ripple  through  the 

Paparazzi  waiting  on  El  Camino  Real 


Beverly  Hills'  most  famous 
hotel.  With  clientele  so 
exclusive,  the  Paparazzi  set 
up  a  permanent  vigil 
outside. 


ROOM  904 


BEVERLY  WILSHIRE 

BBtRLV  HILLS 
A  RECENT'S'lNTERNATIONAl  HOTEL 
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(800)545-4000 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  I  year 
$48  □  3  years  $96  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $172C.  Orders  for  other 
countries  add  $57  a  year  to  U.S.  rate. 
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The  Census  can  do  more  for  your 
bottom  line  than  you  think. 

Information  the  Census  receives 
may  be  important  to  the  future  plans 
of  your  company.  For  instance,  shifts 
in  population  may  show  a  need  for 
new  or  increased  services 
in  growing  areas.  That 
may  lead  to  additional 
mm      opportunities 
(S^iKil     for  your  company. 

Answer  the  Census. 
It  counts  for  more  than  you  think. 


CENSUS  "90 


Readers  Say 


Diiqier  dilemma 

Sir:  Re  your  cover  story  "Profits  are 
for  rape  and  pillage"  (Mar.  5).  You  m^y 
have  forgotten  the  dangers  inherent  in 
governmental  decision  making  about 
pollution  control  in  your  discussion 
of  disposable  diapers.  Why  should 
special  penalties  be  placed  on  2%  of 
the  nation's  municipal  solid  waste 
while  ignoring  the  other  98%?  Once 
you  start  levying  taxes  of  that  sort, 
you  introduce  bureaucratic  and  politi- 
cal judgments.  Some  of  the  antago- 
nism to  disposable  diapers  stems  from 
hostility  to  population  growth  ex- 
pressed by  some  environmentalists. 
—Jane  S.  Shaw 

Political  Economy  Research  Center 
Bozeman,  Mont. 

Sir:  You  recommend  a  tax  for  single- 
use  diapers  as  if  they  are  simply  a 
convenience  item  that  we  can  easily 
do  without.  Did  you  ask  any  mother's 
opinion?  As  the  mother  of  ten,  let  me 
tell  you  disposable  diapers  are  truly  a 
health  care  product  that  deserves  the 
highest  priority. 
—Kay  Willis 
President 
Mothers  Matter 
Rutherford,  N.J. 

Sir:  People  in  glass  houses  shouldn't 
throw  stones.  Magazines  such  as 
Forbes  are  an  equally  "huge"  prob- 
lem, representing  approximately  2% 
of  the  nation's  garbage.  Is  Forbes 
ready  to  levy  pollution  taxes  on  the 
environmental  cost  of  magazines? 
— Robert  J.  Sbimp 
Wyoming,  Ohio 

Sir:  So  "added  costs  to  disposable  dia- 
pers might  just  convince  some  moth- 
ers to  return  to  cloth."  My  question: 
What  will  convince  the  fathers? 
— Tom  hemald 
Tallahassee,  h'la. 


The  more  you  earn  . . . 

Sir:  Re  Fact  and  Comment  II  (Feb.  5). 
Forbes  says,  "The  Warsaw  govern- 
ment is  controlling  wages  under  the 
mistaken  notion  that  higher  pay  fuels 
inflation."  I  lived  in  a  small  town 
where  one  factory  was  the  major  em- 
ployer. If  the  factory  gave  its  employ- 
ees a  raise,  you  went  to  town  that 
evening  to  find  milk,  bread,  etc.  all 


increased  in  price.  If  you  protested, 
the  response  was,  "You  got  a  raise; 
you  can  afford  it." 

Higher    wages    encourage    higher 
prices,   which,    in   turn,    necessitate 
higher  wages.  The  spiral  is  called  in- 
flation, is  it  not? 
—H.M.  White 
Independence,  Mo. 


Whose  foult? 

Sir:  Michael  Novak's  apt  analysis 
(Mar.  5)  of  the  "dumbing  down"  and 
"moral  slippage"  of  America  states 
that  our  degenerating  American  cul- 
ture is  [still]  owned  by  liberals  and 
leftists.  I  agree  that  we  have  spoiled 
our  young,  but  much  of  our  junk  cul- 
ture is  really  owned  by  major  corpora- 
tions, banks  and  insurance  companies 
who  bankroll  our  media. 
— Paul  M.  Hrlandson  Sr. 
Stamford,  Conn. 

Sir:  Yes,  it's  true  that  liberals  tend  to 
wear  blinders,  but  that's  not  unique  to 
liberalism.  It  is  a  characteristic  of  ide- 
ology, and  it's  true  of  conservatism, 
Marxism,  Catholicism,  or  any  other 
set  of  ideas  that  has  allowed  itself  to 
harden  into  dogma. 
— John  Andrews 
Sag  Harbor.  N.  Y. 


Asbestos  suits 

Sir:  Bravo  your  story  concerning  as- 
bestos abatement  ("Paratoxicology," 
Jan.  8).  No  one  is  giving  this  story  the 
critical  coverage  it  deserves.  Another 
angle  is  the  fortune  asbestos  litigation 
is  generating  for  some  lawyers.  The 
contrast  between  what  lawyers  are 
making  and  the  lack  of  proof  of  injury 
over  and  above  that  caused  by  ciga- 
rette smoking  is  quite  striking. 
— Luther  T.  Munford 
Phelps,  Dunbar,  Marks, 

Claverie  &  Sims 
Jackson.  Miss 


Pension  surplus? 

Sir:  Rc  "The  $1.5  billion  question," 
(Teh.  5).  Accounting  for  the  pension 
plan  indicates  an  accrued  benefit  obli- 
gation of  $2.5  billion  against  assets  of 
$4.2  billion,  leaving  a  perceived  $1.7 
billion  surplus.  A  company  terminat- 
ing a  defined  benefit  plan  must  pur- 
chase annuities  for  all  beneficiaries, 
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eating  into  the  perceived  surplus  by 
$500  million.  Taxes  consume  about 
$600  million  of  the  perceived  surplus. 
For  the  defense  contractor,  there  are 
the   federal   acquisition   regulations 
which  confirm  a  government  claim. 
For  a  75%   government  contractor, 
maybe  a  75%  claim.  The  $1.7  billion 
surplus  is  now  about  $150  million — a 
9%  capture.  Not  much  of  a  payoff  for 
killing  a  viable  pension  plan. 
— Vincent  N.  Marafino 
Vice  Chairman  of  the  Board 
Lockheed  Corp. 
Calabasas,  Calif. 


Grace  period 

Sir:  Re  "Discover  the  fees"  (Forbes 
Informer,  Mar.  5X    Other  bankcards 
charge  transaction  fees  for  cash  ad- 
vances as  does  the  Discover  Card.  Our 
benefit  is  that,  unlike  most  major 
credit  cards,  we  offer  a  grace  period  on 
cash  advances. 
— Beth  L.  Metzler 
Manager,  Public  Relations 
Discover  Card  Services,  Inc. 
Riverwoods,  Hi 


Savings  incentives 

Sir:  Re  "Rich  folks  can  save  more 
than  poor  folks"  (Mar.  19).  The  Capi- 
talist Tool  ironically  labels  as  "an  in- 
telligent idea"  the  college  savings  tax 
incentive  recently  accorded  the  U.S. 
Series  ee  Savings  Bonds,  which  effec- 
tively produces  a  preemptive  federal 
savings  product  that  disadvantages 
those  institutions  that  now  seek  to 
help  college  savers. 

The  Bush  Administration's  Family 
Savings  Plan  and  the  Makin  proposal 
for  partial  tax  exemption  on  interest 
income  create  a  level  playing  field  for 
all  participants.  If  savings  incentives 
are  to  be  effective,   they  must  not 
crowd  out  the  private  sector. 
— Peter  A  Roberts 
Chairman,^ 
College  Savings  Bank 
Princeton,^ N.J. 


Bullish  on  Motel  6 

Sir:  From  my  viewpoint,  the  com- 
ments ascribed  to  me  with  regard  to 
Motel  6,  L.p.  ("Very  limited  partner- 
ships," Feb.  19]  left  readers  with  the 
impression  that  I  was  not  positive  on 
the  stock.  I  am. 
—William  5.  Fellows 
Montgomery  Securities 
San  Francisco,  Calif. 
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here  are  hotels  and  there  is  Swissotel. 


Is  one  hotel 
beginning  to  look 
like  another  to  you? 
Then  experience  the 
fine  art  of  Swissotel. 
Every  hotel  is 
centrally  located  to 
business.  Attention 
to  service  is  a  way  of 
life.  Spacious  rooms 
are  the  norm. 
All  complimented 
by  exquisite  cuisine. 
Swissotel,  one  of  a 
kind,  with  prop)erties 
in  New  York, 
Boston,  Chicago  and 
op)ening  early  1991, 
Atlanta  -  Buckhead. 
Because  if  the  Swiss 
can't  run  a  hotel, 
who  can?  Call  800- 
63-SWISS  for 
reservations. 


svm&d(fi&i£/ 


New  York 

HK  no  iifE  Hotel 


swissdtel^7 


Boston 

The  Lafayfttf  Hotel 


swissdtel^^ 


Chicago 


swissotel^/ 

ATLANTA 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


MISDIRECTED  COURAGE 


House  Ways  &.  Means  Chairman  Dan  Rostenkowski 
(D-Ill.)  has  given  Republicans  an  extraordinary  political 
opening.  He  has  come  up  with  a  deficit  elimination  plan 
that  calls  for  an  array  of  tax  increases  and 
removes  the  possibility  of  a  reduction  in  the 
capital  gains  and  Social  Security  levies. 

The  GOP  should  say,  "Here  is  proof  positive 
that  Democrats,  given  a  chance,  will  find  new 
ways  to  pick  your  pockets.  Do  you,  the  people, 
really  believe  that  the  fundamental  problem 
with  the  nation  is  that  you  are  undertaxed?" 

With  states  and  municipalities  scrambling  to 
exact  more  from  citizens,  the  answer  would  be  a  resound- 
ing, "No."  The  Democrats  would  be  on*the  defensive. 

But  is  smart  politics  bad  economics? 

Rostenkowski  has  rightfully  received  high  marks  from 
the  media  for  being  forthright  about  what  he  sees  as 
wrong  with  Washington's  fiscal  situation  and  in  propos- 


ing unpalatable  answers  to  deal  with  it. 

But  here's  a  case  where  most  economists  have  misdiag- 
nosed the  problem. 

The  federal  deficit  this  year  will  be  almost 
$100  billion  less  than  it  was  four  years  ago. 
The  overall  (federal,  state  and  local)  shortfall  in 
this  country  is  proportionately  better  than  that 
of  most  industrial  nations. 

Higher  taxes  would  end  up  doing  more  harm 
than  good.  By  increasing  disincentives  to  eco- 
nomic growth,  Rostenkowski's  package  would 
ultimately  net  Treasury  less  revenue.  That's 
the  lesson  of  the  1970s.  The  best  antidotes  to  the  deficit  are 
greater  economic  activity  and  Congress'  keeping  spending 
growth  a  bit  less  than  the  nominal  growth  of  the  economy. 
Reducing  the  capital  gains  tax  would  sharply  boost 
economic  activity.  A  cut  in  the  Social  Security  levy,  if 
done  right,  would  also  help. 


TRADE  WARS? 

What  is  disturbing  about  the  Japanese  stock  market     sions  by  the  Japanese  even  more  difficult  to  make.  More- 
crash  is  not  the  fall  itself — price/earnings  ratios  were  three     over,  this  latest  round  unwisely  tries  to  dei.1  with  so-called 


times  higher  than  anywhere  else  in 
the  world — but  what  triggered  it:  the 
very  real  possibility  of  serious  trade 
sanctions  from  the  U.S. 

The  constant  fighting  over  trade  is 
poisoning  this  vital  alliance.  Disputes 
are  inevitable,  but  the  U.S.'  1988  trade 
bill  introduced  a  dangerous  rigidity 
into  these  negotiations.  Arbitrary 
deadlines  and  publicly  proclaimed 
threats  of  punishment  make  conces- 


Bush  ufith  Japan's  Premier  Katfu: 

Crisis  provokes  a  hasty  summit 


structural  impediments  such  as  Ja- 
pan's "excessive"  savings  rate,  its  Byz- 
antine retail  distribution  system,  its 
allegedly  weak  antitrust  laws,  etc., 
that  are  supposedly  the  underlying 
causes  of  the  trade  imbalance  between 
us.  Such  changes  are  impossible  to 
achieve  in  these  kinds  of  negotiations. 
Even  if  the  current  crisis  is 
smoothed  over,  there  will  be  others. 
It's  no  coincidence  that  as  trade  tem- 


FORBES,  APRIL  16,  1990 


19 


pers  flare,  so  do  the  ugly  sides  of  Japanese  and  American 
politics:  Congressional  protectionists  declare  that  Japan  is 
the  new  major  enemy  with  whom  we  are  waging  economic 
war.  Nationalism  with  a  1930s  flavor  begins  to  appear  in 
Tokyo.  As  the  Great  Depression  showed,  when  protection- 
ism nms  rampant,  prosperity  withers. 

You  would  never  know  it  from  all  the  dust  being  raised, 
but  world  trade  in  recent  years  has  been  expanding  at  a 
pace  not  seen  since  the  heydays  of  the  1950s  and  1960s. 
Volume  is  growing  impressively  at  more  than  6%  a  year. 
Japanese  imports  have  grown  over  40%  since  1985. 

Also  overlooked  is  that  U.S.  companies  inside  Japan  sell 
goods  and  services  there  in  excess  of  $80  billion  a  year, 
more  than  four  times  what  Japanese  companies  inside  the 
U.S.  provide  here. 

Japan  itself  is  changing.  Its  young  people  want  to  enjoy 
the  good  life  now,  hence  the  surge  of  imports.  Public 
pressure  is  growing  to  amend  archaic  rules  that  gouge 
consumers  with  higher  prices. 


To  jeopardize  the  prosperity  of  the  U.S.,  Japan  and  other 
countries  over  trade  disputes  would  be  the  height  of  folly. 
The  U.S.  should  consider  initiatives  to  break  out  of  the 
current  rut. 

Specifically,  we  should  let  the  dollar  reach  a  realistic 
level  against  major  currencies,  which  would  be  around  160 
to  180  yen  and  1.9  to  2.1  deutsche  marks  to  the  dollar.  We 
should  then  try  to  ^ut  together  an  agreement  for  exchange 
rate  stability,  renouncing  the  temptation  to  manipulate 
our  money  for  trade  purposes.  Such  a  monetary  agreement 
would  allow  all  covmtries  to  lower  their  too-high  interest 
rates  in  a  noninflationary  manner. 

We  should  seek  to  amend  that  1988  law  which  stands  in 
the  way  of  achieving  trade  progress. 

Japan  and  other  countries  will  still  be  on  the  receiving 
end  of  U.S.  pressure  to  open  up  their  markets.  But  in  an 
environment  of  monetary  stability,  lower  interest  rates 
and  political  civility,  removing  barriers  will  be  infinitely 
easier. 


ALL  HAIL  GEORGE  BUSH 


President  Bush  has  guaranteed  himself  a  high  place  in 
history  with  his  denunciation  of  broccoli.  For  generations, 
parents  have  legally  abused  their  children  by  force-feeding 
them  that  stuff. 

Broccoli  encourages  bad  eating  habits.  What  normal 
youngster,  after  having  to  swallow  a  plateful  of  this  alleged 
food,  wouldn't  flee  to  candy  bars,  cookies.  Cokes,  ice 
cream  or  even  pork  rinds? 

Broccoli  breeds  rebellion  and  dishonesty,  imdermining 
respect  for  parental  authority.  Defenseless  children  hide 
it  in  napkins  and  pockets  or  surreptitiously  try  to  feed  it 
under  the  table  to  an  unsuspecting  house  pet.  When 


asked  if  they  ate  it,  kids  say  yes,  thus  getting  an 
vmhealthy  lesson  that  lying  pays. 

Fortunately  for  America  and  democracy,  George  Wash- 
ington was  never  served  broccoli.  Nor  was  Abraham 
Lincoln. 

Perhaps  this  substance  might  have  one  beneficial  use:  If 
we  force  Congress  to  go  on  an  all-broccoli  diet  while  in 
session,  the  time  for  mischief-making  on  Capitol  Hill 
would  be  minimized. 

By  the  way,  if  Mr.  Bush  wants  to  join  the  pantheon  of  the 
truly  great,  he  will  also  ban  brussels  sprouts  and  cauli- 
flower from  Air  Force  One. 


SHOCKING  PLANS 


Brazil's  courageous  new  president,  Fernando  Collor, 
wants  to  administer  shock  therapy  to  cure  his  coimtry's 
economic  woes.  Alas,  unless  modified,  the  plan's  flaws 
will  give  free  enterprise  a  bad  name. 

Laudably,  he  wants  to  cut  spending  and 
shuck  off  state-owned  companies  (to  cover 
their  losses,  the  government  prints  money, 
which  fuels  inflation).  He  will  also  ease 
Brazil's  stifling  import  restrictions. 

The  rest  of  his  proposals  are  a  disaster. 
He  will  exact  new  taxes,  hurting  both  the 
private  companies,  which  have  weathered 
Brazil's  inflationary  storm  remarkably 
well,  and  Brazil's  middle  and  entrepre- 


market  transactions  will  hobble  capital  creation. 

Most  ominously,  Collor  has,  in  effect,  seized  a  large 
part  of  the  nation's  financial  assets.  The  government  is 
^  "temporarily"  freezing  people's  savings 
accounts  above  $1,200 — hardly  the  way 
to  encourage  Brazilians  to  save  or  to 
bring  back  the  $billions  they  have 
stashed  away  out  of  the  country. 

These  measures  will  toss  the  economy 
into  a  steep  recession,  thereby  increasing 
political  pressures  for  more  government 
intervention  to  ease  the  pain. 

Taxes  should  be  reduced,  not  increased. 
All  controls  and  regulations  should  be 


Collor:  must  modify  program 

neurial  classes.  He  is  imposing  wage  and  price  controls,     eased.  The  currency  should  be  stabilized,  not  devalued, 
which  will  distort  the  economy,  preventing  it  from  reach-        But  don't  blame  President  Collor  entirely.  What  he  is 
ing  its  full  potential.  A  new  we  dth  tax  will  encourage     doingisapplaudedby  many  U.S.  experts.  He  should  learn  a 
more  capital  flight  out  of  the  country.  A  new  tax  on  stock     basic  lesson:  Do  as  we  do,  not  as  we  say. 
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Individuality 


First  you  discover  it. 
Then  you  express  it. 


m 


First,  Mark  McCormack  virtually 
invented  sports  marketing.  Next,  he 
detailed  his  unconventional  philosophy 
in  "What  They  Don't  Teach  You  At 
Harvard  Business  School. " 

Obviously,  Mr.  McCormack  has 
always  had  an  uncommon  outlook. 
So,  an  Alfred  Dunhill  custom  suit  suits 
him  perfectly. 

Made  to  measure  from  a  hand-drawn 
pattern  and  custom  tailored  in  a  fine 
Prince  of  Wales  plaid,  Mr.  McCormack's 
suit  required  over  4200  silk  hand  stitches. 
And,  because  he  knows  that  details 
mean  a  great  deal,  Mr.  McCormack 
chose  our  18k  solid  gold  cufflinks 


J^mdpen 
#  *   Alfred 


Alfred  Dunhill.  Expressly  taSbred  to 
le  individual. 


For  our  tailoring  catalogue,  In-Office  Tailoring 
Service,  or  nearest  location,  call  1-800-541-0738, 
or  write  ALFRED  DUNHILL  450  Park  Avenue, 
FB,  New  York,  New  York  10022. 


mmm 


NEW  YORK  •  PHILADELPHIA  •  BEVERLY  HILLS  •  SAN  FRANCISCO  •  SOUTH  COAST  PLAZA  •  CHICAGO  •  ATLANTA  •  HOUSTON  •  DALLAS  •  HONOLULU 
VISIT  OUR  NEW  LOCAnONS  IN  NEW  YORK :  450  PARK  AVENUE  AT  57TH  STREET  AND  60  WALL  STREET 


Some  cars  are  called  "new"  more  by 
virtue  of  their  date  of  release  than 
by  their  degree  of  innovation.  Not  ■ 
so  the  Lexus  LS  400  luxury  sedan. 


Next,  consider  that  it's  armed  vi 
a  Four-Cam,  32-valve,  250-horsepovi 
V8  engine. 

For  a  luxury  sedan  to  have  tl 


htroduciigThe  Lexus  IS  40(1 
lis  Not  A  Car,  It's  An  hvention 


If  this  sounds  like  so  much  adver- 
tising hyperbole,  consider  the  fact  that  the 
automobile  you  see  before  you  has  a  long 
list  of  patents  pending. 


much  muscle  is  impressive  by  ilsdf 
But  ihe  1400  engineers  fr 

Toyota  didn't  slop  to  be  impressed. 
Instead  thoy  insisted  on  wcdd 


)  1989  Uxus,  A  DivLuon  of  Toyota  Motor  Sola  U.S.A..  Inc.  Uxus  rrminds  ynu  to  wears 


nd  of  power  to  an  astonishing  level 
aency.  Indeed,  the  Lexus  LS  400  is 
;ted  to  be  one  of  the  only  250-horse- 
•  luxury  sedans  able  to  avoid  the 
a,  as  well  as  the  cost,  of  the  U.S. 
izzlertax.* 

In  fact,  no  single  aspect  of  the 
lO's  performance  comes  at  the 
se  of  another. 


acceleration  if  it  becomes  unusable  in 
foul  weather? 

Their  answer  was  an  engineering 
breakthrough  called  TRAC,  otherwise 
known  as  our  new  optional  Traction 
Control  System. 

TRAC  can  actually  sense  when  the 
rear  drive  wheels  are  beginning  to  sHp 
on  slick  surfaces.  Within  milliseconds. 


•or  example,  while  the  LS  400 
from  zero  to  60  mph  in  only 
onds,**  our  engineers  asked  them- 
what  is  the  good  of  such  swift 


TRAC  can  Hmit  the  wheelspin  by  throt- 
tling back  the  engine  and  pulsing  the 
rear  brakes. 

As  for  the  four  vented  disc  brakes 


themselves,  they're  activated  by  one  of  the 
world  s  most  advanced  Anti-lock  Braking 
Systems,  capable  of  sensing  different 
levels  of  traction. 

The  same  degree  of  ingenuity  was 
reserved  for  the  car's  interior  as  well. 

Lavished  in  California  Walnut  and 
optional  leather  trim  and  seats,  the 
cabin  also  features  as  standard  equip- 
ment what  may  be  the  first  power  tih  steer- 
ing wheel  in  America  that  combines  the 
comfort  of  an  adjustable  telescopic  col- 
umn with  the  prudence  of  an  airbag  Sup- 
plemental Restraint  System. 

And  to  the  right  of  this  same  re- 
markable column  you'll  find  something 
else  of  note. 

The  ignition  switch. 

To  acquire  the  key  for  it  and  to 
arrange  a  test  drive,  call  800-USA- 
LEXUS  for  the  dealer  nearest  you. 

You'll  find  that  when  it  comes  to 
new  and  better  ways  to  serve  you,  he's  as 
inventive  as  our  engineers. 


® 


The  Relentless  Pursuit  Of  Perfection. 


I  laws.  'Est.  18  city/23  hury.  preliminary  1990  mileage  figures  determined  by  Lexus.  See  your  dealer  for  details.  **Estimated  perfi>rmance  figure  based  on  manufacturers  lest  of  prototype. 


Other  Comments 


Rude  Awakening? 

There  are  good  reasons  for  the  Japa- 
nese to  invest  in  the  U.S.  beyond,  for 
example,  the  mere  reaping  of  an  ex- 
change-rate bonanza.  Honda  has  al- 
ways argued  for  having  production 
close  to  markets.  But  it  v^ould  be  iron- 
ic if  American  politicians  who  have 
been  complaining  of  Japanese  invest- 
ment should  some  day  be  forced  to 
reverse  themselves  and  complain  of 
Japanese  disinvestment. 

— Wall  Steet  Journal  editorial 

Champion 

It  was  January  1973,  and  Don  King 
had  gone  to  Kingston,  Jamaica,  to 
watch  a  heavyweight  title  fight  be- 
tween the  champion,  Joe  Frazier,  and 
a  challenger  named  George  Foreman. 

The  night  of  the  bout.  King  rode  to 
the  arena  with  Frazier  in  a  limousine 
that  was  escorted  by  siren-blasting 
police  motorcycles  and  took  up  his 
front-row  seat  in  Frazier's  comer. 

"The  first  round,"  King  said, 
"George  hit  Frazier  with  a  devastating 
pvmch  that  sent  Joe  leaping  into  the 
air.  Every  time  he'd  strike  Frazier,  I'd 
move  closer  to  the  end  of  the  row, 
toward  George's  comer.  By  the  time 
the  fight  ended,  a  second-round  TKO, 
I  was  on  George's  comer.  When  the 
fight  was  stopped,  I'm  into  the  ring, 
saying  to  George,  'I  told  you.'  And 
George  said,  'Come  with  me.'  He  took 


me  to  his  room.  Same  thing.  Motorcy- 
cle cops.  Sirens  blasting." 

King  chuckles  as  he  finishes  the* 
story:  "I  came  with  the  champion, 
and  left  with  the  champion." 

— Phil  Berger,  New  York  Times 

Just  Say  No 

I  can't  make  a  damn  thing  out  of 
this  tax  problem.  I  listen  to  one  side 
and  they  seem  right — and  then  I  talk 
to  the  other  side  and  they  seem  just  as 
right,  and  here  I  am  where  I  started. 
God,  what  a  job! 

— Warren  G.  Harding,  The  Crown 
Treasury  of  Relevant  Quotations 

Hope  Eternal 

During  his  last  illness,  W.C.  Fields 
was  confined  to  a  hospital  bed  and  a 
visitor  was  shocked  to  catch  him 
reading  the  Bible.  "Just  looking  for 
loopholes,"  he  explained. 

— The  Portable  Curmudgeon, 
edited  by  Jon  Winokur 

Is  This  Progress? 

•  Cash  money  will  become  illegal 
in  the  future  for  all  but  very  small 
transactions,  providing  a  cheap  and 
effective  method  of  crime  prevention 
and  detection.  By  2050  no  paper  mon- 
ey with  a  value  of  more  than  $10  will 
remain  in  circulation. 


Immediately  after  Orville  Wright's  historic  12 -second flight, 
his  luggage  could  not  he  located. 


•  Physical  restraints  such  as  pris- 
ons will  become  unnecessary  in  the 
future  with  the  availability  and  wide- 
spread use  of  electrical  and  chemical 
implants  that  will  allow  24-hour-a- 
day  control  of  individuals'  behavior. 

•  There  will  be  an  increase  in  two- 
generation  geriatric  families  during 
the  1990s — adult  children  in  their  60s 
and  70s  caring  for  parents  in  their  90s. 

— forecasts  made  by  scientists, 

researchers,  economists  and  scholars 

for  the  World  Future  Society 


Did  you  everfigure 
it  outf  taxes  is  all 
there  is  to  politics? 

— WiU  Rogers.  Tbe  WiU  Rogers  BotA, 
compiled  by  Paula  Md^iadden  Love 


Ax  to  the  Telly 

The  giddy,  glossy,  glittery,  glamor- 
ous world  of  fashion.  New  York  style, 
came  out  in  force  at  the  Council  of 
Fashion  Designers'  big  party  [and 
awards  ceremony]  at  the  Metropoli- 
tan Museum,  dressed  in  its  best.This 
is  the  night  la  mode  meets  to  cele- 
brate and  pay  homage  to  its  own. 

Several  people  thanked  their 
moms,  which  was  sweet.  It's  when 
someone  starts  thanking  his  second 
unit  cameraman  or  crew  or  whatever 
that  you  want  to  scream  and  take  an 
ax  to  the  telly. 

— Suzy,  New  York  Post 

Brazilian  Jolt 

Sao  Paulo,  Brazil — In  less  than  a 
week  Brazil's  radical  attack  on  infla- 
tion has  changed  the  face  of  this  city, 
often  called  Brazil's  economic  loco- 
motive. Traffic  has  thinned,  plane 
flights  have  been  canceled,  the  stock 
market  has  plunged,  layoffs  have 
spread  and  prices  have  started  to  drop. 

"We  are  living  through  a  postwar 
period,  without  having  had  a  war," 
Antoninho  Marmo  Trevisan,  an 
economist,  said.  Indeed,  this  city  is 
stmggling  to  adjust  to  an  economic 
plan  that,  when  it  was  announced, 
reportedly  caused  heart  attack  ad- 
missions to  double  at  one  clinic  in 
Rio  de  Janeiro. 

— James  Brooke,  New  York  Times 

Neat  Trick 

I  am  a  marvelous  housekeeper.  Ev- 
ery time  I  leave  a  man  I  keep  his  house. 
— Zsa  Zsa  Gabor, 
in  The  Third  637  Best  Things 
Anybody  Ever  Said,  by  Robert  Byrne 
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You  don't  learn  to  fly  overseas 
overnight. 


Overseas  travel  is  considerably  different  than 
domestic  travel.  Longer  flights  and  remote  desti- 
nations require  a  different  kind  of  service,  one 
that  can  only  be  learned  through  experience. 
Lufthansa  flies  to  85  countries  around  the  world - 
more  than  any  other  airline.  We've  spei  t  over  50 
years  getting  to  know  the  people,  customs  and 
languages  that  other  airlines  are  just  beginning 
to  explore.  So  no  matter  how  far  you  have  to  travel, 
you  can  be  sure  we  know  the  territory 
After  all,  to  Lufthansa,  foreign  destinations  are 
anything  but  foreign. 


People  expect  the  world  of  us. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  Delta, 
USAir  and  Continental/Eastern  See  your  Travel  Agent  for  details. 


We  have  a  way  of  bringing  i 


The  organizers  of  a  major  national  sports 
competition  had  a  slight  coordination  problem. 
How  to  link  34  different  events,  spread  out 
over  6  cities.  Not  to  mention  how  to  go 
about  connecting  TY  crews  to  their  networks. 
Technicians  to  their  equipment.  And  the 
public  to  all  kinds  of  important  information. 


So  they  talked  to  us.  And  we  wrestled 
with  a  few  ideas.  Then  developed  the  most 
far-reaching  communications  system  of  its 
kind. 

How? 

With  intricate  teamwork.  And  carefully 
planned  coordination. 


I' 


t»  Jl!«;  WW3r<"<:  ■ 


people  closer  together. 


We  sought  out  the  best  equipment  and 
services.  Then  synchronized  advanced  tech- 
nologies, computer  systems  and  telephone 
companies  into  a  smooth  running  voice  and 

ita  network. 

Perhaps  our  greatest  compliment  was  that 

rdly  anyone  realized  we  were  there. 


Which  is  fine  with  us.  Because  we  feel  it's 
always  better  to  be  heard  and  not  seen. 

You  see  at  GTE,  it's  not  just  communica- 
tions we  offer,  it's  solutions. 
Call  us.  For  any 
event.  Call 
1-800-225-5483. 


QO 


THE  POWER  IS  ON 


)UR  FIRST  SUBMARINE 

DID  ONLY  ONE 
REMARKABLE  THING. 

It  CAME  BACK  UP 


Squeezed  into  a  crude, 
14-foot  craft,  John  P 
Holland  proved  the 
basic  principles  of  the 
submarine  in  1878. 

His  poetically 
named  "Boat  No.  1" 
was  hauled  to  the 

John  Holland  invented  the  first  submarine 

accepted  by  the  US.  Ncwy.  Amazed  reports  said,    Passaic  River  by  16 

"She  goes  like  a  fish  and  dives  better  than  one'.'     stallions  for  testing. 

It  stuck  in  the  mud,  it  leaked,  but  it  came  back  up. 

The  only  thing  more  remarkable  than  the 
submarine  itself  was  the  courage  of  the  submariner. 
Something  that's  still  true  today. 

Holland  got  his  Electric  Boat  Company,  our 
earliest  ancestor,  off  to  a  strong  start  in  1900,  when  the 
74-ton  submersible  Holland  became  the  U.S.  Navy's 
first  submarine.  Showing  his  enthusiasm  for  this 
new  type  vessel.  President  Theodore  Roosevelt 
alarmed  bodyguards  by  taking  an  unscheduled  dive 
aboard  a  Plunger,  August  25, 1905. 


L/SS  Nautilus  was  the  first  vessel  to  radio,  "Underway  on  nuclear  power." 
She  then  became  the  first  to  sail  under  the  North  Pole. 

Running  silent  as  well  as  deep  became  possible  in 
1933,  when  Electric  Boat  launched  Cuttlefish,  the  inno- 
vative prototype  for  all  World  War  II  Navy  submarines. 


But  it  was  on  January  17, 1955,  that  we  intro- 
duced the  most  dramatic  improvement  in  submarines 
since  John  Holland  and  Boat  No.  1.  It  was  Nautilus, 
the  world's  first  atom-powered  vessel.  In  an  astonishing 
adventure,  she  also  became  the  first  submarine  to 
sail  under  the  North  Pole. 

Today's  most  advanced  submarines  are  our 
Tridents.  Longer  than  the  Washington  Monument 
is  tall,  they  are  so  carefully  made  that  they  cruise 
in  virtual  silence. 

Yet  innovations  continue.  Seawolf,  a  new 
class  of  submarine  now  under  construction  in  our 
yards,  will  advance  submarine  science  into  the 
next  century. 

Seawolf  will  re-prove  two  principles  first     j 
proved  by  John  Holland  and  Boat  No.  l.That  under 
deep  water  is  found  man's  highest  technology. 
And  his  highest  courage. 

Dedication  to  both  has  kept  us  improving 
American  submarines  for  90  years. 

GENERAL  DYNAMICS 

A  Strong  Company  For  A  Strong  Country^ 
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Commentary 

on  Events  at  Home  and  Abroad 

By  CasparW  Wfeinberger,  Publisher 


CUTTING  DEFENSE:  WEAKENS  SECURITY,  RAISES  UNEMPLOYMENT 


It  is  really  time  for  someone  to  call  a  halt — a  halt  to  the 
continuing  clamor  for  deep  Defense  Department  cuts  to 
fund  all  manner  of  politically  popular  programs  at  the 
expense  of  our  own  security.  The  height,  or  depth,  of  this 
dangerous  silliness  was  reached  last  month  when  the  New 
York  Times  started  an  editorial  with  an  uncharacteristically 
ungrammatical  sentence,  "It's  as  though  America  just 
won  the  lottery,"  and  then  proposed  that  we  cut  defense  by 
$150  billion  a  year  "before  the  decade  ends."  Savoring  this 
"precious  moment,"  as  the  Times  calls  it,  the  editorial 
proceeded  to  the  conclusion  that,  while  the  President  is 
right  "not  to  react  hastily  to  the  upheaval  in  global  poli- 
tics," nevertheless  "the  peace  dividend  is  real." 

Also,  "close  students  of  defense"  acknowledge  that  very 
deep  cuts  can  be  made,  so  all  is  well.  A  "close  student  of 
defense,"  of  course,  is  someone  who  agrees  with  the  Times. 

With  a  total  disregard  of  any  consideration  of  the  kind 
and  size  of  security  force  we  will  need  in  the  1990s  and 
beyond,  the  Times  rushes  to  ask  for  deep  cuts  in  conven- 
tional forces,  since  these  forces  are  now  "keyed  to  an 
improbable  Soviet  attack  on  Europe."  I^recommends  re- 
ducing most  of  our  force  in  Europe  "down  to,  say,  75,000," 
and  "cutting  six  backup  divisions  in  the  U.S.,"  saving  a 
total,  by  the  Times'  figures,  of  about  $26  billion  a  year. 

It  would  also  leave  us  with  a  force  of  about  five  divisions 
to  deal  with  a  world  in  which  the  Soviets  have  an  immense 
conventional  superiority  and  a  leader  who  may  or  may  not 
be  sincere;  indeed,  a  leader  who  may  be  replaced  by  some- 
one with  a  totally  different  viewpoint,  someone  who 
might  very  well  be  far  more  acceptable  to  an  already 
restless  and  unhappy  Soviet  military  and  bureaucracy. 

According  to  the  Times,  it  is  also  absurd  to  think  we 
would  ever  need  14  naval  carrier  battle  groups  and,  if  we 
would  only  have  the  sense  to  see  that,  we  could  cut  out  8 
of  these  groups  and  save  another  $28  billion  a  year.  That 
would  be  perfectly  safe  because,  again,  the  Soviets  will 
never  be  any  real  threat.  Conveniently,  there  is  no  men- 
tion in  the  editorial  of  the  fact  that  the  Soviets  have  2  very 
large  aircraft  carriers  and  show  every  sign  of  adding  more. 

Nuclear  "modernization,"  says  the  Times,  could  be  ac- 
complished by  cutting  $57  billion  by  the  year  2000.  This, 


too,  would  be  entirely  safe  because  the  "Strategic  Arms 
Reduction  Treaty  is  expected  to  be  signed  this  year."  It  is, 
of  course,  unthinkable  to  the  Times  that  the  Soviets  would 
ever  violate  another  treaty,  in  spite  of  the  fact  that  they 
have  violated  virtually  every  treaty  they  have  signed, 
including  the  ABM  Treaty  and  SALT  II. 

Also,  as  you  may  have  guessed,  the  Times  has  decided 
that  it  would  be  perfectly  all  right  to  give  up  the  MX 
missile,  to  build  no  more  Trident  submarines  and  to  "slow 
deployment"  of  the  only  submarine  missile  that  can  put 
Soviet  hardened  targets  at  risk.  We  will  never  need  the 
Stealth  bomber;  it  was  designed,  says  the  Times,  to  locate 
and  destroy  mobile  missiles.  In  many  ways  this  is  the  most 
breathtakingly  wrong  statement  in  the  editorial.  We  are 
told,  too,  that  we  should  confine  Strategic  Defense  to 
"robust  research."  That  means  we  should  never  deploy  the 
system  that  will  be  our  only  real  saviour  just  in  case  the 
Soviets  do  not  behave  in  the  future  as  we  would  all  hope. 

Crucial  Considerations 

A  box  accompanying  the  editorial  shows  us  that  we 
could  start  all  of  this  off  by  saving  $77  billion  if  we  gave  up 
construction  of  many  new  weapons,  all  of  which  are  useful 
"primarily  in  the  event  of  war  with  Europe."  This  is 
totally  wrong.  These  new  weapons  are  designed  to  deter 
attacks  on  us  from  any  quarter,  and  our  existing  weapons 
systems  are  inevitably  becoming  obsolete. 

If  these  sweeping  cuts  are  made  and  all  of  this  lovely 
money  amounting  to  $150  billion  a  year  is  thus  "saved," 
the  corollary,  which  the  Times  appears  to  hav^e  forgotten  all 
about,  is  the  fact  that  every  billion  dollars  of  military 
procurement  involves  more  than  28,000  jobs.  Someone 
should  at  least  consider  the  added  cost  to  government  of 
unemployment  benefits,  food  stamps,  welfare,  employee 
retraining,  etc.,  that  defense  cuts  would  mandate. 

More  important,  someone  should  consider  that  we  are 
witnessing  all  these  welcome  events  in  the  Soviet  Union 
and  Eastern  Europe  because  we  regained  great  military 
strength  in  the  1980s.  Somone  should  ask:  Do  we  really 
want  to  dismantle  so  completely  the  very  force  that 
brought  about  these  welcome  changes? 


FORBES,  APRIL  16,  1990 


29 


HERiMELINDA  UPHOLu 
IRONCLAD  PRINCIPLE:  EVERYTHING 
IN  HER  HOTEL  SHOULD  BE  IN 
PERFECT  CONDITION.  INCLUDING  YOt 


ql 


rniL-litiiia,  licallh  C'luli  MaiM)fcr 
<»»ir  So.isoiisi  Olynipil-  llotol,  So.illlv 


She  firmly  oelieves  that,  while  granting  your  every  wish  may  he  the  philosophy  of  the  hotel, 


l4 


there  are  still  some  things  you  must  do  lor  yourself.  With  that  in  minJ,  she  takes  you  through  Sv 

If  1  11  I       1  1  RourSeasons 

your  workout,  from  warm-up  stretches  to  a  well-Jeservea  massage.  For  at  the  Four  Seasons         OlvniDJCHotBl 
we  feel  taking  care  of  you  means  doing  eve  /thing  we  can.  Even  if  that  means  putting  you  to  work. 
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Whaf  s  Ahead  for  Business 


Edited  by  Howard  Banks 


A  DEAL  TO  WEAKEN  GRAMM  RUDMAN? 


Talk  of  a 

bud^t  compromise 

is  in  the  air 


The  sfpending  squeeze 


The  slowdown  occurred  despite 
continued  rapid  growth  in  Social 
Security,  Medicare  and  Medicaid, 
plus  rapid  growth  in  interest  pay- 
ments on  government  debt. 


Total 


Non- 
Defense    defense 


1970-75 


15.0% 


-29.1%     50.2% 


1975-80 


19.3 


2.6 


25.6 


1980-85 


21.5 


40.2 


12.4 


1985-90  (GRH)       7.4 


4.6 


8.4 


This  year's  target 

will  require 

painful  program  cuts 


There's  been  rosy  talk  of  budget  compromise  in  Washington  ever 
since  the  White  House  welcomed  the  tax-and-spend,  so-called  deficit 
reduction  package  proposed  by  Representative  Dan  Rostenkowski. 

A  deal  could  exude  sv^eetness  and  light  but  involve  either  repealing  the 
Gramm-Rudman-HoUings  deficit  reduction  law  or  severely  weakening 
its  financial  targets. 

In  either  case,  the  cause  of  tighter  federal  spending  could  be  set  back. 
For  all  its  flaws  and  vulnerability  to  creative  accounting,  the  grh  law 
does  inhibit  congressional  largesse.  And  that  largesse  shows  few  signs 
of  lessening.  Look  at  the  $  1 1  billion  deal  Senator  Robert  Byrd 
(D-W.Va.)  proposed  for  coal  miners  displaced  by  the  Clean  Air  bill  (two 
years'  full  pay,  two  years  at  75%,  two  years  at  50%  and  a  retraining 
bonus).  Even  after  it  was  trimmed  under  pressure  from  grh,  the  latest 
version  would  still  cost  taxpayers  close  to  $2  billion. 

The  GRH  law  has  put  a  pinch  on  Congress'  inbuilt  overspending  habits, 
as  shown  by  this  table  of  federal  spending  patterns  over  the  last  20 
years. 

It's  even  more  instructive  to  break  down  how  grh  has  actually 
worked. 

In  year  one  of  grh,  President  Reagan  hung  tough,  and  there  were 
substantial  cuts.  In  years  two  and  three,  there  was  a  bipartisan  budget 
deal,  and  spending  was  frozen  but  not  cut,  says  then  director  of  the 
Office  of  Management  &  Budget  Jim  Miller.  In  year  four  (covering  the 
present  fiscal  year  ending  this  September),  President  Bush  was  tough, 
and  there  have  been  spending  cuts. 

The  Department  of  Defense,  for  instance,  is  fighting  to  be  allowed  to 
transfer  $3  billion  from  elsewhere  in  its  accounts  this  year,  to  avoid 
laying  off  as  many  as  68,000  of  the  nation's  2.1  million  in  uniform. 

Washington's  politicians  have  become  eager  to  ease  the  grh  re- 
straint for  two  reasons. 

One  is  that  their  ability  to  pass  the  buck  to  the  states  is  getting  limited 
as  taxpayers  revolt  against  local  tax  hikes  (seep.  64).  The  other  is  that 
the  Congressional  Budget  Office  has  added  over  $20  billicn  to  cover  the 
cost  of  the  savings  and  loan  bailout,  lifting  its  projected  fiscal  1991 
deficit  to  $159  billion.  Meeting  the  coming  year's  $64  billion  grh 
target,  smoke  and  mirrors  notwithstanding,  would  require  painful 
program  cuts. 

Such  cuts  go  clean  against  the  main  currency  of  politics — pork,  or 
other  goodies,  paid  for  with  taxpayers'  dollars,  which  are,  in  a  vicious 
circle,  given  back  to  voters  by  politicians. 

A  cozy  deal  this  election  year  would  give  politicians  a  warm  feeling 
and  a  photo  opportunity  in  the  White  House  rose  garden.  But,  warns 
Jim  Miller,  it  would  "lead  to  no  progress  reducing  the  budget  deficit." 
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The  Forbes  Index 
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The  Forbes  Index  (1967  =  100) 

Current                 197.4  * 
Previous               198.2 1 
Percent  change      -0.4% 

/ 

/ 

j 

•Preliminary 
1        1        1        1        1        1        1 

tRevised 
i        1        1        1        1        1        1 

76    77    78    79    '80    '81     82    '83     84    -85     86    '87    '88     89     90 


While  the  February  total  of  new  housing  starts  was  the 
same  as  the  comparable  1989  figure,  revised  statistics 
show  the  December  1989  total  (75,000)  was  the  lowest 
since  the  recession  days  of  February  1982.  Loan  losses  in 
the  banking  and  thrift  industries  (once  concentrated  in  the 
Southeast  and  now  spreading  to  New  England  and  else- 
where) are  making  lenders  apprehensive  about  extending 
credit  for  developers.  Another  downer:  Claims  for  imem- 
ployment  benefits  are  on  the  rise.  Over  the  past  six 
months  claims  are  up  18%  from  a  year  earlier. 


other  key  rates 

Source 

Status 

Prime  rate 

Cdase  Manhattan  Bank 

10.0% 

Auto  sales'  year  to  date  vs.  1 989 

Ward's  Autonratlve 

-0.6% 

liHlex  of  leading  indicators  January  vs.  December 

Oept.  of  Commerce 

0.0% 

Trade  balance  last  12  monltis 

Dept.  of  Commerce 

-$99  hi! 

Producer  price  index^  February  vs.  1989 

Dept.  of  Labor 

5.1% 

GNP  4th  quarter  vs.  3rd — annualized  growth 

Dept.  of  Commerce 

0.9% 

NBER  Experimental  Recession  Index^ 

Natl  Bureau  of  Economic  Research 

3.0% 

'U.S  based  manufacturers  only  as  of  3/20/90.  finished  goods.  'Januaty  1990. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
senes  are  presented  below. 


Industrial  production  index  (1967  =  100) 
seasonally  adjusted  (Federal  Reserve) 


370 


340 


310 


280 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept  of  Labor) 


Services 


Total  rdei 


Consumer  price  indexes  .Wcl-i,^  a.e.asc  =  .JO) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories     ■  New  Ofdeis 


250 
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100 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept  of  Commerce) 


HHHR^^^ 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept.  of  Commerce) 


2775 


2650 


2525 


2400  L 


Personal  income  ({billions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Oept  of  Commerce) 


Retail  sales  (Sbilhons) 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  ($Diiiion$i  total, 
seasonally  adjusted  (federal  Reserve) 
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Low^yoiir  overhead 

The  accelerated  pace  of  M       ^^^^  ^            ■          ^        only  UPS  guarantees 
modem  business  makes  the  H           SV  X^^^W^W^^  ■^^Tb^^  ■"     overnight  delivery  to  every 

overnight  letter  a  necessity.     ^^^^^  ^y  ^^^[  B     ^  B^^i^  M     B  ^   ^  address,  coast  to  coast? 

\et  unless  you're  using  our  "^^1^^%                       ^  ^  X^*^  \^3Nt  an  urgent 

UPS  Next  Day  Air  Letter,  you're  probably  paying  more  need  to  ^^^^send  an  urgent  document,  use    I     ^ 

than  necessary  for  this  necessity  the  UPS  Next  Day  Air  Letter.  It's  one  cost-  cut-  i-  n^^ 

Our  efficiency  enables  us  to  deliver  overnight  for  just  ting  measure  guaranteed  to  work  overnight.       lU  jJO 

$  900  -  up  to  40  %  less  than  other  companies  charge.  And  VCfe  run  the  tightest  ship  in  the  shipping  business. 


)  1990  United  Parcel  Service  of  Amenca,  IfK.'See  UPS  Air  Service  Guide  for  complete  guarantee  details. 
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THERE  WIU  BE  A  NUMBER 


TO  BE  PART  OF  THE  TEST. 


■'•       :<j 


Throughout  the  coming  year,  you'll  hear  car  manufacturers  wax  poetic  about  their  new  entries  into  the 
luxury  automobile  market.  Keep  in  mind  that,  while  these  automobiles  will  offer  a  wide  array  of  new  looks 
options,  and  interesting  claims,  they'll  also  have  one  thing  in  common:  an  absence  of  a  proven  track  record. 

Acura,  on  the  other  hand,  provides  a  slightly  different  history 


rui  iiic  pabi  iiiicc  ycais,  /\t;uia  auiuiiiuuiich  anu  ucaicih  nave  ucui  laiiNcu  iiuiiiuti  ^niy,  mi  uh,  |;iw:mi^iui^ 
ID.  Power  and  Associates  Customer  Satisfaction  Index."'  In  fact,  Acura  has  been  ranked  number  one  amonj 
all  automakers,  both  domestic  and  import,  every  single  year  that  it  has  been  eligible. 

I  Acura  OiviUiin  if  American  lhmda\UiUirC<r  hicAcvm  and  Uyteiul  are  tra4emark\t4l1<iiuiaM(mir  Co. Ltd  VW7/«Wil /9K»yDflm.Yi;m//ls\(>i/rtfrv(«shi/HiT\i«>A;i//i»i/«i/i  <*'wH/i/inii/«c(i/i/ii///i  jm/./iWif  MTifti 
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If  that  comes  as  a  surprise,  you  probably  haven't  sat  behind  the  wheel  of  an  Acura  Legend  Sedan.  Its  race- 
ed  2.7  liter,  24-valve  V-6  engine  will  keep  you  from  getting  bored  on  a  lonely  straightaway  Its  double  wish- 
)ne  suspension  will  do  the  same  for  an  ordinary  stretch  of  curves.  And  with  a  driver's  side  airbag  (SRS)  and 
ailable  Anti-Lock  Brakes"  (ALB),  the  Legend  Sedan  handles  emergencies  as  well  as  it  handles  the  road 

While  it  is  certainly  true  that  experiments  are  necessary  to  test  new  tech-  ■ .  J  /V 

)Iogy  your  need  to  participate  in  them  is  an  entirely  different  matter.  ^-%'L—  I^J  1^  AA. 

For  more  information  or  the  dealer  nearest  you  call  1-800-TO-ACURA.   Precisim  crafted  performance. 


The  turnaround  at  Chicago's  Continental  Bank  was  celebrated 
from  Tokyo  to  Paris.  But  the  triumphant  notes  turned  sour. 


A  flaw 
in  the  strategy? 


Michael  L  Abramson 


By  Matthew  Schif rin 


Continental  Chairman  Thomas  C  Theobald 
Sailing  the  bank  into  a  storm? 


Tl  HOMAs  C.  Theobald,  52,  the 
urbane  ex-Citibanker  who  now 
heads  Chicago's  Continental 
Bank,  appeared  two  years  ago  to  have 
accomphshed  an  almost  overnight 
turnaround.  Before  long,  glowing  sto- 
ries appeared  in  Le  Monde,  Fortune  and 
Japan's  Kinyu  Journal. 

The  congratulations  now  look  pre- 
mature. Last  year's  operating  earnings 
were  highly  disappointing  and  this 
year's  look  even  worse.  Continental's 
stock  is  trading  at  a  sharp  discount 
from  book  value,  and  several  big  in- 
vestors have  been  selling  off  their 
Continental  stock.  Late  last  year,  for 
instance,  Dreyfus  Corp.  sold  over 
850,000  of  its  1.1  million  Continental 
shares. 

To  be  sure,  all  bank  stocks  are  suf- 
fering these  days  as  investors  worry 
about  shaky  loans.  But  behind  the 
weakness  in  Continental  shares  is 
something  more  fundamental:  serious 
questions  about  the  bank's  strategy. 

When  Theobald  took  over  Conti- 
nental in  1987,  the  bank  was  recover- 
ing from  huge  losses,  many  from 
loans  hastily  and  freely  granted  in  the 
oil  patch  at  the  height  of  the  petro- 
boom.  Continental  was  revived  with 
a  $4.5  billion  bailout  by  the  Federal 
Deposit  Insurance  Corp.,  and  Theo- 
bald was  eventually  brought  in. 

He  set  a  new  strategy.  Instead  of 
being  a  diversified  bank  like  Citicorp, 
Continental  would  concentrate  its  re 
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maining  assets  on  becoming  a  major 
investment  bank,  involving  itself  in 
such  businesses  as  foreign  exchange, 
trading  and  leveraged  buyouts.  These, 
after  all,  were  among  the  most  lucra- 
tive fields  for  banks  in  the  1980s. 

Theobald's  was  an  obvious  strategy 
at  the  time  it  was  drawn,  yet  it  failed 
to  account  for  the  possibility  that 
times  could  change  fast.  As  the  1990s 
begin,  the  appetite  for  leveraged 
buyouts  and  other  investment  bank- 
ing services  seems  to  have  abated. 

For  a  long  time.  Wall  Street  was 
willing  to  give  Theobald  the  benefit  of 
any  doubts.  A  little  more  than  a  year 
ago,  Theobald  announced  that  Conti- 
nental Bank  had  had  a  record 
year  in  1988,  with  net  income  of 
$315  million,  as  against  a  $609 
million  loss  in  1987.  Return  on 
equity?  Nearly  30%,  more  than 
double  the  industry  average. 
Never  mind  that  there  were 
"special"  items  in  those  earn- 
ings. These  included  a  one- 
time, $65  million  interest  pay- 
ment on  Brazilian  loans  and  $67 
million  in  gains  from  restruc- 
turing and  real  estate  sales. 

The  one-time  gains  certainly 
didn't  seem  to  bother  Wall 
Street.  Continental's  stock  re- 
ceived a  slew  of  buy  recommen- 
dations and  it  climbed  from 
around  19  to  26%  by  mid- 1989. 

But  the  doubts  surfaced 
quickly  as  1989's  results  were 
announced  earlier  this  year. 
Earnings  from  continuing  oper- 
ations fell  by  17%— despite  $83 
million  in  one-time  real  estate 
gains. 

With  the  release  of  the  disap- 
pointing 1989  earnings,  it  had 
become  apparent  that  Theo- 
bald's strategy  was  flawed.  Take 
Theobald's  foray  into  the  area  of 
global  trading,  distribution  and 
eign  exchange,  a  big  revenue  genera- 
tor at  international  money  center 
banks  like  Citicorp.  Theobald  figured 
on  selling  a  dazzling  array  of  financial 
products  .and  hedging  strategies  to 
midsize  ,-business  customers.  But 
that's  easier  said  than  done. 

As  is  his  custom,  Theobald  went 
first  class.  He  hired  a  major  headhunt- 
ing firm,  Russell  Reynolds,  which  in 
turn  recruited  Chemical  Bank's  star 
foreign  exchange  and  global  securities 
chief,  S.  Waite  Rawls  III — at  an  annual 
salary  of  about  $600,000  plus  a  load  of 
stock  options.  Installed  as  a  vice 
chairman  at  Continental  in  charge  of 
its  global  trading  and  distribution, 
Rawls  over  the  next  two  years  lured 
some  200  professionals  from  rival 
firms  worldwide. 


But  all  the  new  hiring  hasn't  im- 
proved the  profit  picture.  Continen- 
tal's foreign  exchange  division — with 
80  workers — reported  a  $1  million 
loss  last  year.  Another  Rawls  divi- 
sion, which  manages  the  bank's  $2.4 
billion  fixed-income  portfolio,  eked 
out  a  tiny  $2.4  million  gain  last  year. 

Continental's  complex  trading  op- 
erations may  be  offering  products 
more  sophisticated  than  what  is  re- 
quired by  the  midsize  companies  the 
bank  had  identified  as  potential  cus- 
tomers. James  Ott  is  chief  financial 
officer  of  Morton  Grove,  Ill.'s  Middle- 
by  Corp.,  a  $125  million  (sales)  manu- 
facturer of  food  service  equipment. 

Michael  L  Abramson 


Theobald's  team  (from  left):  Chief  Financial  Officer 
Mollis  Rademacher,  Vice  Chairmen  Richard  Huber, 
Garry  Scheuring,  Waite  Rawls 


for- 


Middleby  was — but  is  no  longer — a 
Continental  borrower. 

"Most  of  the  hedging  stuff  is  esoter- 
ic and  absolutely  wild,"  says  Ott. 
"Banks  have  a  great  ability  for  devel- 
oping fee-based  products  far  above  the 
n2eds  of  midsize  firms  like  ours." 

Continental's  management,  while 
granting  there  have  been  setbacks, 
pleads  for  more  time.  "Some  of  these 
plans,  you  can't  just  turn  on  and  get 
immediate  gratification,"  contends 
Rawls.  "The  best  analogy  that  I  can 
give  you  is  a  football  game.  We  do  a 
lot  of  good  blocks  and  tackles,  but  we 
don't  win." 

Winning,  of  course,  is  the  name  of 
the  game.  But  so  far  victory  has  elud- 
ed Theobald  and  his  aides.  He  insists 
that  his  bankers  are  busy  building  "re- 
lationships" with  their  2,000  middle- 


market  clients.  But  the  fact  is,  such 
relationships  are  hard  to  preserve  in 
today's  highly  competitive  market- 
place, where  Japanese  and  European 
banks  are  quite  willing  to  shave  mar- 
gins to  win  new  business.  "A  good 
banking  relationship  and  a  dime  will 
get  you  a  cup  of  coffee,"  says  Ott,  who 
late  last  year  dropped  Continental  in 
favor  of  Citicorp.  He  explains:  "They 
offered  us  a  better  deal." 

Another  business  that  went  wrong 
is  Continental's  foray  into  equity  op- 
tions clearing.  Just  over  three  years 
ago  the  bank  bought  First  Options  of 
Chicago  for  $136  million,  but  after 
Black  Monday  in  October  1987  the 
division  became  a  loser;  in  an- 
ticipation of  its  sale  this  year, 
its  value  has  been  written  down 
by  $62  million.  The  bank  is 
looking  for  buyers,  so  far  with 
no  luck. 

What  about  the  leveraged 
buyout  business?  Continental 
has  been  one  of  the  most  aggres- 
sive players.  Under  the  direc- 
tion of  veteran  Continental 
banker  Garry  Scheuring,  the  di- 
vision went  on  a  hiring  spree 
that  included  bringing  in  three 
Bear,  Steams  investment  bank- 
ers to  start  a  mergers  and  acqui- 
sition department. 

Last  year  at  least  1 1  %  of  Con- 
tinental's revenues  derived 
from  the  fees  and  interest  asso- 
ciated with  highly  leveraged 
transactions.  Now,  however, 
the  deal  market  has  come  close 
to  a  standstill.  In  the  fourth 
quarter,  according  to  figures 
compiled  by  Oppenheimer  & 
Co.  analyst  Chris  Kotowski, 
Continental  did  about  $200  mil- 
lion in  big  leveraged  deals, 
down  from  about  $1.1  billion  in 

the  year-earlier  quarter. 

Even  more  worrisome,  losses  loom 
on  some  deals  Continental  has  al- 
ready done.  Compared  to  its  equity 
base,  the  bank  has  more  highly  lever- 
aged transactions  on  its  books  than 
any  money  center  bfak:  $2.9  billion, 
against  equity  capital  of  $1.68  billion. 
To  establish  itself  in  the  deal  market. 
Continental  has  taken  lead  lending 
positions — and  in  some  cases  offered 
bridge  loans — to  such  shaky  credits  as 
Alcott  &  Andrews,  Ohio  Mattress, 
Allied  Products  Corp.,  Amdura  Corp. 
and  Wickes  Cos.  Of  its  larger  credits, 
a  $60  million  loan  to  Univision  Hold- 
ings and  $80  million  to  Magnet  Pic. 
now  look  troubled. 

Although  the  stock  market  was  at 
first  fooled  by  the  appearance  of  a 
turnaround,  it  has  since  wised  up. 
Continental   has   about   50   million 
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common  shares  outstanding.  A  recent 
price  of  16%  makes  its  total  market 
capitalization  just  about  $830  mil- 
lion. When  Illinois  opens  its  borders 
to  interstate  banking  later  this  year, 
this  low  stock  price  could  make  Con- 
tinental a  sitting  duck  of  a  takeover 
target  for  anyone  who  wants  a  com- 
mercial banking  foothold  in  the  Mid- 
west. For  all  its  problems,  Continen- 
tal still  has  total  assets  of  $29.5  bil- 
lion and  relatively  little  exposure  to 


shaky  Third  World  loans.  With  26% 
of  the  stock  sitting  with  the  fdic — 
part  of  the  price  for  the  1984  bailout — 
a  would-be  acquisitor  could,  if  accept- 
able to  the  FDIC,  put  his  hands  quickly 
on  a  big  block  of  Continental's  stock. 

"There's  no  point  bewailing  it;  part 
of  the  pact  we  made  with  the  devil 
when  we  listed  is  that  the  highest 
bidder  can  buy  the  stock,"  observes 
Theobald. 

Once  the  stuffy  banker  to  big  mid- 


western  corporations,  the  pre-Theo- 
bald  Continental  had  an  appropriate 
chairman's  office:  a  hushed,  Tudor- 
style  room  with  dark  paneling,  a  fire- 
place and  stained  glass  windows.  That 
didn't  fit  Theobald's  vision,  so  he  re- 
did the  place,  pulling  out  the  stained 
glass,  covering  the  fireplace  with  plas- 
terboard and  filling  the  office  with 
rcontemporary  furniture  and  modem 
art.  As  Theobald  will  testify,  remodel- 
ing an  entire  bank  takes  a  lot  longer.B 


Japans  new  luxury  cars  are  off  to  a  good 
start,  but  they  arent  running  anyone  off 
the  road.  Cadillac,  Mercedes  and  Jaguar 
hold  their  own;  Lincoln  sets  sales  records. 

Room  for 
everybody? 


By  Jerry  Flint 


WAS  THIS  THE  YEAR  the  Japa- 
nese were  supposed  to  blow 
the  competition  out  of  the 
luxury  car  market?  That  was  clear 
exaggeration  that  not  even  the  Japa- 
nese believed.  Despite  lavish  advertis- 
ing campaigns  and  generally  good  no- 
tices in  the  trade  press,  the  Toyota 
Lexus  and  Nissan  Infiniti  are  not 
blitzing  the  market. 
Right  now  Lincoln  is  the  hottest 


luxury  nameplate  in  the  U.S.,  with 
this  year's  sales  running  at  a  rate  33% 
ahead  of  last  year's  record — 200,000 
cars  sold  over  12  months.  The  new 
limousine-like  Town  Car  accounts 
for  most  Lincoln  sales,  but  the  Euro- 
pean-style Lincoln  Continental  and 
the  big  Mark  VII  coupe  are  showing 
impressive  gains,  too.  "The  Town  Car 
took  off  and  it's  pulling  everything 
with  it,"  says  Sol  Schwartzberg,  sales 
manager  at  County  Line  Lincoln  Mer- 
cury in  Valley  Stream,  N.Y. 


Meanwhile,  Cadillac,  the  bestsell- 
ing  luxury  car  in  the  U.S.,  is  holding 
its  own  and  at  a  lively  clip:  In  1989,  a 
down  year  for  Detroit,  Cadillac's 
267,000  sales  were  a  few  hundred  bet- 
ter than  in  1988,  and  this  year  the 
General  Motors  division  is  matching 
last  year. 

Overall,  about  I  million  luxury  cars 
are  likely  to  be  sold  in  the  U.S.  this 
year,  making  up  about  10%  of  total 
auto  sales.  This  is  the  segment  of 
nameplates  selling  for  over  $25,000. 
In  an  overall  market  that  is  flat,  high- 
priced  cars  are  selling  well.  "The  lux- 
ury market  is  up  17%  by  our  defini- 
tion," says  Hans  Jordan,  Mercedes'  se- 
nior vice  president  of  marketing. 

To  be  sure,  the  luxury  car  market, 
like  most  markets  today,  is  fragment- 
ed. Cadillacs  and  Lincolns,  generally 
priced  around  $30,000,  tend  to  sell  to 
older  people  with  conservative  tastes. 
The  foreign  luxury  nameplates  often 
sell  in  a  higher-priced  range  and  to 
younger  status-seekers. 

The  big,  softer-riding  American 
luxury  cars  are  generally  scomed  by 
car  buffs.  The  American  manufactur- 
ers would  love  to  attract  the  buffs,  not 
only  to  increase  their  sales,  but  also  in 
the  hope  of  adding  luster  to  the  rest  of 
their  lines.  Lincoln  and  Cadillac  are 
trying  to  build  some  of  their  cars,  like 
the  Lincoln  Continental  and  the  Cad- 


lti(X()Kraphs  (■>>■  Alex  QursjtUMairix 


Still  kings  of  the  hill.  Cadillac  and  Lincoln 
Standing  up  to  the  itnporta. 


38 


FORBES,  APRIL  16,  1990 


iliac  Seville,  to  appeal  to  those  who 
like  the  foreign  styling  and  road  man- 
ners. Says  Karl  Pierce,  Cadillac  assis- 
tant general  sales  manager:  "Last  year 
we  sold  50,000  Cadillacs  to  the  criti- 
cal 35-to-49-year-old  age  group.  Youn- 
ger folks  are  now  discovering  Cadil- 
lac." But  it  is  a  hard  sell.  An  affluent 
New  York  couple  recently  test-drove 
a  Cadillac  and  they  both  loved  the  car. 
But  their  college-age  daughter  com- 
plained that  a  Cadillac  would  be  bad 
for  her  image. 

So  the  fancy  end  of  the  market  has 
been  pretty  much  a  European  preserve 
until  recently.  Last  year  the  German 
luxury  car  makers — Mercedes,  bmw, 
Porsche,  as  well  as  British  Jaguar — 
lost  sales,  owing  in  part  to  the  weak 
dollar,  which  drove  up  their  prices. 
But  since  the  first  of  the  year  most  are 
miming  even  with  1989  levels. 

And  the  Japanese  newcomers? 
Honda  started  the  Japanese  drive  up- 
market with  its  Acura  Legend  back  in 
1986,  but  Legend  sales  fell  last  year 
and  are  still  dropping — to  just  over 
4,000  a  month  now — probably  be- 
cause the  Legend  is  getting  old  and 
the  competition  is  tougher.  Nissan's 
new  Infiniti  division,  with  its  Zen- 
motif  advertising,  is  off  to  a  slow 
start,  only  1,000  cars  a  month,  and  is 
being  outsold  by  Chrysler's  new  luxu- 
ry entry,  the  reborn  Imperial.  Toyo- 
ta's new  Lexus  is  doing  about  4,000  a 
month,  according  to  J.  Davis  Illing- 
worth,  manager  at  the  division. 

With  so  many  makers  crowding 
into  the  highly  profitable  luxury  end 
of  the  market,  buyers  and  potential 
buyers  are  getting  lots  of  attention 
from  hungry  dealers.  Cadillac  adver- 
tises up  to  $1,500  off  on  its  new  cars. 
Lincoln  gives  $1,500  rebates  on  Con- 
tinentals and  Marks  and  special  deals 
on  options,  even  though  both  are  sell- 
ing well.  BMW,  Porsche  and  Jaguar  are 
holding  down  prices  on  their  1990 
models,  and  Toyota's  Lexus,  with  a 
$35,000  list  price  in  the  U.S.,  is  ex- 
pected to  sell  for  thousands  of  dollars 
more  in  Europe,  suggesting  that  the 
U.S.  price  is  set  deliberately  low  to 
gain  a  majket  foothold. 

While  the  Europeans  jostle  with 
one  another  and  with  the  Japanese  for 
the  most  expensive  and  prestigious 
parts  of  the  markets,  the  Americans 
continue  to  dominate  the  less  trendy 
lower  end  of  the  luxury  market, 
where  high  volume  ensures  long  and 
hence  profitable  production  runs. 
Says  Ross  Roberts,  head  of  Ford's  Lin- 
coln-Mercury division:  "We've  got 
the  only  plant  in  the  country  right 
now  producing  at  maximum  capaci- 
ty." This  is  one  fight  the  boys  in  De- 
troit won't  walk  away  from.  ■ 


Is  Orion  Pictures  for  sale?  Probably,  but 
only  to  a  buyer  who  is  willing  to  accept  a 
certain  amount  of  baggage. 


A  friend  in  need 


By  Kathiyn  Harris 


ARTHUR  Krim,  the  80-year-old 
chairman  of  Orion  Pictures 
\  Corp.,  was  fretting  a  few  years 
ago  about  unwelcome  investors  at  his 
door.  Along  came  an  old  pal  with  $216 
million  to  spend  to  shield  him  from 
the  annoyance.  John  Kluge  stepped  up 
and  bought  Sumner  Redstone's  net- 
tlesome  28%  stake  ^or  $78  million  in 
1988,  eventually  amassing  a  71% 
holding.  By  Forbes'  estimate  the  rich- 
est man  in  America,  Kluge  was  com- 
mitting only  a  small  chunk  of  a  net 
worth  that  exceeds  $5  billion.  Still,  it 
was  a  lot  of  money. 

Debt-ridden  Orion  pays  no  divi- 
dends and  its  movies  have  faltered  at 
the  box  office,  but  John  Kluge  is  one  of 


Louis  Psihovos/Mairix 


John  Kluge,  Orion  s  major  shareholder 
Looking  for  $30  a  share. 


Arthur  Krim,  Orion  chairman 
Not  eager  to  retire. 

those  people  with  a  real  Midas  touch. 
His  Orion  stake  will  probably  turn 
out  to  be  a  reasonably  good  invest- 
ment, since  buyers  still  outnumber 
the  movie  companies  up  for  sale. 

The  word  along  Simset  Boulevard  is 
that  Kluge  would  sell  his  Orion  stake 
for  $30  per  share.  At  that  price,  he 
would  be  getting  a  hefty  premium 
over  the  present  low-20s  nyse  trading 
price.  And  it  would  be  nearly  twice 
Kluge 's  per-share  investment,  which 
Forbes  puts  at  about  $15.80  if  Kluge 
and  his  associate,  Stuart  Subotnick, 
exercise  all  their  warrants. 

But  not  every  would-be  buyer  need 
apply.  The  word  is  out  that,  in  loyalty 
to  his  longtime  friend  Krim,  Kluge 
wants  to  sell  to  someone  amenable  to 
Krim,  who's  known  to  be  picky  and 
shows  no  sign  of  retiring. 

Pioneer  Electronic,  Japan's  giant 
maker  of  audio  equipment,  was  of- 
fered Kluge's  block  with  the  under- 
standing that  Orion's  management 
would  have  to  be  retained,  according 
to  one  source  familiar  with  the  pro- 
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posal.  Pioneer  passed. 

Sony  Corp.,  fresh  from  its  $3.4  bil- 
lion purchase  of  Columbia  Pictures 
Entertainment,  is  also  believed  to 
have  declined,  although  it  did  strike  a 
deal  in  February  to  distribute  the  next 
50  Orion  movies  abroad  in  both  the- 
aters and  videocassettes.  That  deal — 
which  advances  a  sorely  needed  $175 
million  to  Orion — diminishes  Orion's 
attractiveness  to  some  would-be  buy- 
ers who  feel  that  Orion  mortgaged 
part  of  its  future. 

Marvin  Davis,  former  owner  of 
20th  Century  Fox  Film  Corp.,  also 
reportedly  has  been  approached,  but 
Orion  lacks  the  real  estate  and  other 
hard  assets  that  made  Fox  attractive 
tn  Davis  almost  a  decade  ago. 

Along  with  Krim,  Orion  was  long 
run  by  Eric  Pleskow  (president  and 
chief  executive),  William  Bernstein 
and  Morris  (Mike)  Medavoy.  The 
quartet  had  worked  together  in  the 
movie  business  for  16  years,  first  at 
United  Artists  Corp.,  where  Krim  had 
taken  the  helm  in  1951.  For  continu- 
ity of  management,  their  record  was 
unmatched  in  recent  Fiollywood  hi^ 
tory  until  Medavoy — at  49  the  youn- 
gest member — bolted  seven  weeks 
ago  to  head  Tri-Star  Pictures. 

Of  the  eight  majors,  Orion  has 
ranked  last  at  the  box  office  for  the 
past  two  years,  despite  critical  ac- 
claim for  such  movies  as  Mississippi 
Burning  and  Crimes  and  Misdemeanors. 

At  this  point  the  company  does 
have  projects  in  the  works  that  even 
rivals  concede  may  pull  big  money: 
upcoming  films  starring  Robin  Wil- 
liams and  Cher,  and  a /?o^o(ro/>  sequel. 
Even  so,  Orion's  bank  borrowings  are 
secured  by  Orion's  assets — an  indigni- 
ty seldom  imposed  on  big  studios. 

Of  the  major  film  companies,  Orion 
has  a  reputation  for  the  most  aggres- 
sive accounting.  For  example,  any 
buyer  would  have  to  take  a  hard  look 
at  the  company's  high  film  costs 
(called  inventories  by  the  industry) 
that  ultimately  must  be  offset  by  rev- 
enues. The  inventories  quadrupled,  to 
$448  million,  in  the  five  years  ended 
Feb.  28,  1989.  And  if  Orion  has  been 
overly  optimistic,  as  skeptics  suspect, 
in  forecasting  the  revenues  to  come 
from  its  films,  the  company  would 
face  future  writedowns,  depressing 
net  income. 

And  Orion  just  revised  upward  its 
revenue  forecast  for  the  basic  cable 
and  foreign  pay  tv  markets.  Without 
the  change,  the  firm  couldn't  have 
mustered  its  $2.3  million  pretax  prof- 
it for  the  quarter  ended  Nov.  30,  1989. 

All  the  indications,  then,  are  that 
the  company  is  drifting,  an  impres- 
sion strengthened  by  what  happened 


on  Feb.  15,  when  Orion  told  the  New 
York  Stock  Exchange  that  it  knew  of 
no  "corporate"  reason  for  a  surge  in 
its  stock  price;  the  next  day  Kluge's 
Metromedia  said  it  was  in  "extremely 
preliminary"  talks  with  several  po- 
tential buyers  of  its  stake. 


As  before,  when  under  siege,  Orion 
executives  have  drawn  up  the  bridge 
to  their  fiefdom,  leaving  the  remain- 
ing shareholders  swimming  confused- 
ly in  the  moat.  Many,  no  doubt,  are 
hoping  Kluge  will  find  a  buyer  who'll 
take  them  out,  too.  ■ 


TV  mogul  and  ski  resort  oivner  George 
Gillett  narrowly  averted  bankruptcy  court 
in  February.  He  isnt  out  of  the  woods  yet. 


On  the  edge 


By  Gretchen  Mot^nson 

It  wasn't  easy  for  George  Gillett  to 
go  hat  in  hand  to  his  creditors  a  few 
months  ago.  But  he  had  little  choice  if 
he  wanted  to  revive  his  once-lucrative 


media  empire,  which  includes  nine  tv 
stations,  some  in  prime  markets  like 
San  Diego,  Detroit  and  Atlanta,  as 
well  as  a  Wisconsin  meatpacker  and 
two  Colorado  ski  resorts:  Beaver 
Creek  and  Vail. 


,IcfTrc\-  Aaroa-uin 


George  Gillett  of  SCI  Tclet'ision  and  Gillett  Holdings 
With  the  easy-money  ero  over,  he's  out  in  the  cold.. 
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Like  many  another  ambitious  en- 
trepreneur, Gillett  is  caught  in  the 
collapse  of  the  era  of  easy,  leveraged 
financing.  In  his  desperate  effort  to 
hold  on  to  his  empire,  he  fought  his 
most  recent  skirmish,  in  February, 
against  bondholders  in  his  sci  Televi- 
sion, Inc.,  owner  of  six  former  Storer 
Inc.  television  stations,  sci  had  de- 
faulted on  $153  million  in  principal 
payments  to  its  banks  and  $100  mil- 
lion in  interest  on  public  debt,  due 
last  fall.  But  Gillett  managed  to 
sweet-talk  95%  of  the  bondholders 
into  restructuring  the  concern's  more 
than  $500  million  in  public  debt  rath- 
er than  forcing  sci  into  bankruptcy. 

In  return,  however,  the  creditors 
forced  the  proud  Gillett  to  cut  his 
equity  stake  in  the  company  from 
55%  to  41%.  As  the  deal  stands,  no 
interest  or  principal  need  be  paid  on 
most  of  the  debt  until  1995,  and  then 
bondholders  receive  payment  in  kind, 
not  in  cash.  The  only  bondholders 
getting  regular  payments  of  any  sort 
are  owners  of  the  old  15.5%  senior 
paper,  which  pays  10%  in  kind  until 
1992,  when  it  converts  to  a  coupon 
paying  15%  in  kind  until  1994.  Origi- 
nally, SCI  bonds  paid  interest  rates 
ranging  from  15.5%  to  17.5%. 

At  a  conservative  estimate,  given 
the  haircut  they've  taken  and  the  cur- 
rent state  of  the  junk  bond  market, 
the  bondholders  have  a  loss  of  $350 
million  on  their  original  commitment 
of  $500  milhon-plus.  But  Gillett  still 
runs  the  show. 

Gillett  declined  to  be  interviewed 
for  this  story,  but  friends  and  asso- 
ciates insist  that,  having  averted  the 
SCI  bankruptcy  filing,  Gillett  is  home 
free.  Others  aren't  so  sure.  They  base 
their  skepticism  on  several  factors. 
One  is  that  come  1995,  sci  will  still 
be  carrying  debt  with  hefty  interest 
rates — between  12%  and  15%.  Sure, 
the  business  may  get  better,-  almost 
no  one  thinks  television  advertising 
revenues  will  remain  as  stagnant  for 
the  next  few  years  as  they  have  been 
for  the  past  few.  But  will  it  be  gang- 
busters?  Gillett  needs  gangbusters  if 
he  is  to  be  "able  to  resume  cash  inter- 
est payments  and  meet  maturities 
starting  in  1995. 

At  the  moment,  most  stations 
show  revenue  growth  from  only  one 
source:  local  advertisers.  National  ad 
spending  continues  to  be  soft,  and 
network  CQjnpensation — what  the 
network  pays  an  affiliate  to  carry  its 
shows — could  actually  start  dropping 
soon.  Even  if  national  advertisers 
were  to  increase  their  television  ex- 
penditures, there  is  another  problem: 
Cable  TV  will  likely  steal  more  and 
more  revenues  from  network  and  lo- 


Is  Vail  for  sale? 


And>'  Caufield^mage  Bank 
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Skiers  and  shoppers  on  the  streets  of  Vail,  Colo. 
The  filUs  are  alive  with  worried  whispers. 

George  Gillett  is  Citizen  Vail. 
Waitresses  bow  and  scrape  be- 
fore him,  ski  instructors  rhapsodize 
about  how  he  turned  the  resort  into 
the  pirmacle  of  ski  chic,  attracting 
Wall  Streeters  and  other  moneyed 
Easterners  to  its  slopes.  Gushes  a 
native,  "Vail  just  wouldn't  be  Vail 
without  Mr.  Gillett." 

But  now  that  Gillett's  triumphs 
in  ski  country  are  being  overshad- 
owed by  his  tribulations  in  tv  land, 
the  hills  at  Vail  are  alive  with  wor- 
ried whispers.  Will  he  have  to  sell 
his  beloved  mountain?  Who  would 
the  buyer  be? 

Unfortunately  for  Gillett,  just  as 
he  finds  himself  short  of  cash  to 
spend  on  capital  improvements  at 
Vail  and  Beaver  Creek,  a  nearby 
competitor — the  resort  of  Brecken- 
ridge — finds  itself  knee-deep  in 
dough.  Breckenridge,  just  down  In- 
terstate 70  from  Vail,  was  bought 


in  1988  by  the  American  subsid- 
iary of  a  Japanese  concern  that  also 
owns  Stratton  Mountain  in  Ver- 
mont. The  Japanese  are  spending 
big  to  expand  lift  capacity  and  res- 
taurants; new  terrain  being  opened 
on  the  very  peak  of  one  of  the 
mountains  at  Breckenridge  will 
give  skiers  the  highest  altitude — 
13,000  feet — alpine  ski  experience 
in  the  U.S.  David  Peri,  vice  presi- 
dent for  marketing  at  the  resort, 
praises  his  transpacific  bosses: 
"Now  we  have  the  freedom  to  look 
at  longer-term  investments  that 
will  increase  our  market  share." 

Talk  around  Vail  is  that  other 
Japanese  would  love  to  buy  in.  One 
rumor  is  that  Hideo  Morita,  son  of 
the  chairman  of  Sony,  has  offered 
to  buy  Vail  for  $600  million.  Mor- 
ita has  resort  experience:  He  has 
been  developing  one  in  the  Niigata 
prefecture  in  Japan. — G.M. 


cal  stations  every  year. 

One  solution  to  a  downturn  in  any 
business  is  to  cut  costs.  But  Gillett 
has  been  chopping  expenses  merci- 
lessly since  he  bought  sci,  and  accord- 
ing to  Bishop  Cheen  of  Paul  Kagan 
Associates,  there's  a  little  fat  left. 

Neither  can  Gillett  ease  his  burden 
by  selling  an  sci  station  or  two  at  a 
substantial  profit.  Although  the  bond 
indentures  would  allow  him  to  sell, 
prices  for  even  the  best  stations  have 
dropped  nearly  30%  since  Gillett 
bou^t  the  former  Storer  properties. 
TV  stations  recently  have  fetched  just 


10  times  cash  flow,  versus  the  14  mul- 
tiple common  a  few  years  ago. 

sci  is  just  one  piece  of  Gillett's  em- 
pire. His  other  company,  Gillett 
Holdings,  owns  three  tv  stations  out- 
right in  such  markets  as  Baltimore 
and  Salinas-Monterey,  Calif.,  plus  the 
Wisconsin  meatpacker  and  processor, 
Packerland  Packing.  Its  most  glamor- 
ous, if  not  its  most  profitable,  holding 
is  ownership  of  the  Vail  and  Beaver 
Creek  ski  resorts. 

Could  Gillett  Holdings  keep  sci 
afloat?  Doubtful.  Because  both  sci 
and  Gillett  Holdings  are  private,  fi- 


FORBES,  APRIL  16,  1990 


41 


nancials  are  hard  to  come  by,  but  all 
of  Gillett's  non-TV  companies  are  in 
low-margin  or  low-growth  industries. 

Take  meatpacking,  for  instance: 
Even  the  low-cost  producer — ibp, 
Inc. — nets  around  0.5%  of  revenues. 
With  estimated  sales  of  $500  million 
a  year,  Packerland's  earnings  probably 
trickle  in  at  about  $2.5  million  a  year. 
In  the  tough  world  of  meatpacking, 
the  company  may  be  too  small  to  be 
an  effective  competitor.  Perhaps  rec- 
ognizing this,  Gillett  has  tried  to  ex- 
pand the  business  by  acquisition.  He 
bought  Peck  Foods,  a  division  of  Sara 
Lee,  in  1988.  But  his  run  last  fall  at 
Wilson  Foods,  a  brand-name  pork  pro- 
ducer, failed.  While  Gillett's  friends 
say  the  acquisition  failed  when  Wil- 
son's earnings  fell  below  expecta- 
tions, others  say  Gillett  had  trouble 
getting  financing. 

Gillett's  TV  stations — the  ones  out- 
side of  SCI — face  many  of  the  same 
problems  the  sci  stations  face.  Which 
leaves  the  crown  jewels:  Vail  and  Bea- 
ver Creek.  His  ski  resorts  give  Gillett 
immense  ego  gratification,  and  he  has 
proved  to  be  a  masterful  operator  in 
the  resort  business.  Last  season  Vail 
was  voted  the  number  one  ski  resort 
in  the  nation  in  Snow  Country  and  Ski 
magazines.  (It  was  on  the  slopes  of 
Vail  that  Gillett  reportedly  struck  his 
ill-fated  deal  for  sci  with  fellow  pow- 
derhound  Henry  Kravis  of  Kohlberg 
Kravis  Roberts.) 

But  increased  competition  for  the 
ski  dollar  is  making  skiing  an  increas- 
ingly capital-intensive  business  (see 
box,  p.  41).  Deep  pockets — something 
Gillett  no  longer  has — are  needed 
now  more  than  ever  before  in  the  ski 
industry.  Thus  it  is  unlikely  Gillett 
can  tap  the  resorts  for  enough  cash  to 
service  his  tv  debt. 

Besides  the  half-billion  dollars  sci 
owes,  Gillett  Holdings  has  junk  bonds 
outstanding  to  the  tune  of  $870  mil- 
lion in  maturity  value.  Two  of  the 
issues  currently  trade  as  badly  dis- 
tressed merchandise,  one  fetching  23 
cents  on  the  dollar,  another  17  cents. 
If  the  bonds  looked  at  all  secure,  they 
wouldn't  trade  at  anything  like  such 
steep  discounts. 

Does  Gillett  want  to  sell  Vail?  Not 
on  your  life.  But  having  played  lever- 
age roulette  and  lost,  he  may  have  no 
choice.  Betting  is  that  Vail  could  fetch 
as  much  as  $500  million,  more  than 
enough  to  make  Gillett  liquid  again — 
and  make  his  bondholders  happy.  He 
has  sworn  he  will  never  sell  Vail.  In  a 
recent  Sports  Illustrated  article,  Gillett 
says,  "Vail  is  the  last  thing  I  will 
sell — ever."  But  never  doesn't  mean 
never  anymore — just  as  bonds  aren't 
really  bonds  anymore.  ■ 


Having  lost  one  company  to  a  raider,  Alan 
Miller  built  a  second  one.  This  one  he 
doesnt  expect  to  lose. 


Once  burned 


By  James  Cook 


ALAN  B.  Miller  was  solvent  but 
out  of  work  after  Humana  Inc. 
bin  1978,  with  a  hostile  bid, 
snatched  from  him  American  Medi- 
corp,  the  hospital  chain  he  had  built. 
"We  were  out  in  the  street,  and  we 
had  to  start  all  over  again.  I  wasn't 
sure  what  I  wanted  to  do,  but  a  lot  of 
people  wanted  to  give  us  money,  so 


we  went  back  into  the  business." 

And  with  a  vengeance.  Miller  and  a 
couple  of  other  former  Medicorp  exec- 
utives joined  $750,000  of  their  own 
money  with  $3.2  million  from  Citi- 
corp, First  Chicago,  Security  Pacific 
and  Allstate.  Thus  was  bom  Univer- 
sal Health  Services,  Inc.  Based  in  King 
of  Prussia,  Pa.,  it  is  today  the  U.S.' 
third-largest  publicly  traded  hospital 
chain,   after  Humana  and   National 
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Universal  Health  Sennces  Alan  II  Mil  let- 
Out  in  the  street  and  starting  all  over  tigain. 
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At  last, 
perfection  in  a  vodka. 


Tanqueray  Sterling 


Imported  Vodka.  40%  and  50%  Ale/ Vol  (80'  and  100  ).  lOO'^:  Grain  Neutral  Spirits,  c  1989  Schieffelin  &  Somerset  Co..  New  York.  N.Y. 
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minded  customers  and  lots  o 
and  cranny  of  the  U.S.A.  'M/ 
Chairman  Bill  McGowan 
ferreds  and  some  warrants. 
of  the  traditional  Exchanges' 
don't  see  many  party  lines 
McGdwan  after  a  nanosecond" 


Century's  quintessential ly  anti- 
:ompany  establisli  itself? 
jrit,  logical  intuition,  feisty 
'ngineers,  millions  of  like- 
apital  raised  in  every  nook 
ne  time,  we  had  four  listings] ' 
otes.  ''Our  common,  two  pre- 
7hy  NASDAQ  and  not  one 
vr  the  same  reason  that  you 
nymore/'  answers  Chairman 
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Medical  Enterprises.  The  company 
owns  and  operates  21  acute  care  and 
14  psychiatric  hospitals  in  13  states 
and  Great  Britain. 

Universal  acquired  its  first  hospi- 
tal—in Hollywood,  Fla. — in  1979, 
from  Humana.  Using  stock  and  bor- 
rowed money,  Miller  quickly  bought 
additional  hospitals  in  Texas,  Califor- 
nia and  Nevada,  some  of  the  best 
growth  markets  in  the  business.  "But 
we  didn't  just  acquire  companies," 
says  Miller.  "We  built  maybe  a  third 
of  our  acutes,  a  half  of  our  psychiat- 
rics. We  aren't  in  it  for  the  fast  play." 

With  the  acquisition  of  Qualicare 
Inc.  in  1983,  Miller  began  building 
Universal's  chain  of  psychiatric  hos- 
pitals. There  wasn't  the  excess  capaci- 
ty in  psychiatrics  that  there  was  in 
acute  care  hospitals.  Psychiatric  hos- 
pitals depend  less  on  low-margin 
Medicare  payments  for  revenues.  As  a 
result,  psychiatric  hospitals  are  inher- 
ently more  profitable,  and  much  fast- 
er-growing. Last  year  they  generated 
only  13%  of  Universal's  $937  million 
in  gross  revenues  but  a  third  of  its 
income  before  interest  and  taxes. 
Miller  has  agreed  to  buy  his  15  th  psy- 
chiatric hospital  (in  Rhode  Island),  is 
negotiating  for  the  16th  and  has  two 
new  hospitals  under  development. 

What  of  industry  and  investor  fears 
about  overcapacity?  "We  still  don't 
have  an  oversupply  of  psychiatric  hos- 
pital beds,"  Miller  replies.  "There  are 
opportunities  to  build  if  you  do  it  very 
selectively."  But  prudence  would  dic- 
tate you  be  very  selective. 

Perhaps  Miller's  bravest  move  was 
the  $40  million  he  has  spent  to  get 
into  the  British  market.  Universal  ac- 
quired a  hospital  in  London  in  1986, 
completely  rebuilt  it,  and  built  two 
others  as  well,  for  a  total  bed  count  of 
200.  The  results  so  far  leave  much  to 
be  desired.  Universal  has  lost  over  $10 
million,  before  interest  and  taxes,  in 
three  years  on  its  British  beds. 

"We  built  arguably  the  best  hospi- 
tal in  London,"  Miller  explains.  "We 
overequipped  it,  we  overstaffed  it,  we 
spent  a  lot  of  money.  We  thought  the 
time  horizon  [for  moving  into  the 
black]  might  be  closer  than  it's  turned 
out  to  be."  But  Miller  is  certain  the 
venture  will  be  profitable  by  the  end 
of  1991,  especially  as  the  Thatcher 
government  follows  through  on  pro- 
posals to  encourage  private  health  in- 
surance and  to  fund  health  care  pro- 
vided by  private  hospitals. 

From  all  this  expansion,  Universal 
was  left  with  a  lot  of  debt — as  much 
as  $317  million  by  the  end  of  1986. 
Uneasy  about  the  high  debt  burden, 
Miller  responded  three  years  ago  with 
a  display  of  creative  financing.  In  es- 


Operating  room  m  Chaltnette,  La. 
Medicare  kept  profits  low. 

sence,  he  shrank  the  company's  capi- 
talization by  setting  up  Universal 
Health  Realty  Income  Trust,  a  real 
estate  investment  trust  that  is  traded 
on  the  New  York  Stock  Exchange. 
Into  the  trust  went  ten  Universal  hos- 
pital properties.  Universal  then  got 
rid  of  some  of  its  debt  by  swapping  the 
REIT  shares  to  its  creditors.  It  swapped 
other  REIT  shares  for  Universal  com- 
mon stock.  Universal  Health  was 
thus  an  operating  entity  with  a  minor- 
ity (6%)  holding  in  a  reit  that  owned 


a  lot  of  hospital  property. 

The  exchange  shrank  Universal's 
equity  by  nearly  30%  and  cut  its  debt 
load  by  $75  million.  But  it  also  added 
more  than  $13  million  a  year  in  rental 
obligations;  that  helped  hammer  Uni- 
versal's 1987  earnings. 

Since  1987,  however,  psychiatric 
^  hospital  profits  have  been  on  the  rise, 
and  Universal's  earnings  rebounded 
from  $2.4  milhon  in  1987  to  $9  mil- 
lion last  year.  Once  the  British  losses 
are  eliminated — next  year,  promises 
Miller — the  upswing  in  earnings 
could  be  dramatic. 

Fort  Worth's  Bass  management 
group  and  a  group  headed  by  New 
York  investor  Julian  Robertson  each 
owns  around  5%  of  Univeral's  Class  B 
common  stock.  But  don't  take  this  to 
mean  Miller  is  about  to  lose  his  sec- 
ond company  to  an  unwanted  suitor. 

Miller  has  taken  precautions.  He 
has  created  four  classes  of  Universal 
stock,  only  one  of  which  is  publicly 
traded.  The  public  stock  represents 
79%  of  Universal's  equity,  but  holds 
only  4%  of  the  voting  power.  The 
balance  of  the  votes  rests  with  the 
three  classes  of  private  stock  held 
mainly  by  Universal  officers  and  di- 
rectors. That  may  not  be  shareholder 
democracy  but  it  guarantees  that 
Miller  can  run  the  business  without 
having  to  worry  about  uninvited 
boarding  parties.  ■ 


Back  in  Jantuiry,  Australia's  Bond  Corp. 
rejected  a  takeover  hid  by  young  Texan  Jeff 
Reynolds.   That  was  the  first  Bond  ever 
heard  of  Reynolds.  It  wasnt  the  first  time 
the  police  had  heard  of  him. 

Like  father, 
like  son 


By  William  P.  Barrett 


Jeff  H.  Reynolds  burst  into  the 
business  spotlight  in  January  by 
declaring  he  was  negotiating  to 
take  control  of  Bond  Corp.,  the  $7 
billion  Australian  conglomerate  run 
by  industrialist,  yachtsman  and  art 
collector  Alan  Bond.  Bond  was  in  fi- 
nancial hot  water,  so  much  so  that  he 


had  to  renege  on  his  highly  publicized 
$54  million  purchase  of  Vincent  van 
Gogh's  "Irises."  Reynolds  in  effect 
was  offering  to  buy  out  Bond  and  take 
over  his  company. 

In  interviews  Reynolds  portrayed 
himself  as  a  rich,  28-ycar-old  whiz  kid 
from  a  wealthy  Texas  family  who 
headed  several  viable  companies.  He 
told  acquaintances  of  doing  big  busi- 
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iTiink  Of  It  As  A 

2-seaterWith  Roan  fa  5 


Eagle  Premier  ES  Limited 


Eagle  Premier.  A  European-styled  sedan  that  is 
a  rare  combination  of  exceptional  performance  and 
comfortable  room  for  five. 

For  instance,  Premier  is  equipped  with  a 
responsive  fuel-injected  3.0  litre  overhead  cam  V6 
engine,  four-wheel  disc  brakes,  and  a  four-wheel 
independent-Touring  Suspension  System  for  excel- 
lent handling. 


Yet  it  has  more  interior  room  than  Ford  Taurus  and 
Nissan  Maximaf 

For  more  information,  call  1-800 -JEEP-EAGLE. 
Or  see  your  Jeep  and  Eagle  dealer  for  a  test  drive. 

You'  11  find  that  Premier  is  the  kind  of  passenger  car  that 

doesn't  treat  the       Advantage ^EadcW 

driver  like  just ^ ^ ^^^^ 

another  passenger.    Chiysler's  NcWCSt  DlvisiOIl 


Protects  engine  and  powertrain  for  7  years  or  70,000  miles  and  against  outerbody  rust-through  for  7  years  or  100,000  miles.  See  limited  warranty  at  dealer. 
Restrictions  apply.  *Based  on  EPA  Passenger  Volume  Index  and  Ward  s  Intermediate  Standard  Class.  Buckle  up  for  safety. 

Ask  your  local  dealer  about  availabihty  of  Special  Buyer  Incentives. 


ness  with  either  Arab  royalty  or  the 
Sultan  of  Brunei,  depending  on  the 
listener. 

Then  Reynolds  abruptly  withdrew 
his  bid  for  Bond  Corp.  and  the  publici- 
ty subsided,  but  Forbes  was  curious. 
Who  was  the  little-known  Texas 
wheeler-dealer? 

This  is  what  we  found.  In  August 
1988  a  Dallas  grand  jury  indicted 
Reynolds  on  a  felony  theft  charge  of 
writing  $11,000  in  bad  checks  to  re- 
pay a  loan.  Reynolds  never  turned 
himself  in;  an  arrest  warrant  remains 
outstanding.  His  victim,  businessman 
Walid  Qaddoumi,  says  he  had  been 
persuaded  that  Reynolds  con- 
trolled companies  worth  $6 
billion.  Reynolds,  who's  actu- 
ally only  25,  has  also  pleaded 
no  contest  to  two  misdemean- 
or bad  check  charges  while 
skipping  bond  on  a  third. 

Around  the  time  of  his  Bond 
Corp.  offer,  a  Redmond,  Wash, 
collection  agency  was  durming 
him  in  connection  with  an 
overdue  $4,000  bill,  followed 
closely  by  collectors  for  U.S. 
Sprint  and  Hertz. 

The  easygoing,  unflappable 
Reynolds  is  a  college  dropout 
who  sports  shoulder-length 
hair.  Now  based  in  Houston, 
he  told  Forbes  he  has  a  net 
worth  of  $300  million. 

How  does  one  so  young  and 
so  insubstantial  get  to  be  tak- 
en so  seriously?  He's  your 
quintessential  confidence 
man — and  comes  by  it  natural- 
ly. His  dad,  L.  George  Reyn- 
olds, a  56-year-old  Dallas  in- 
surance man,  dabbled  in  a  va- 
riety of  dicey  ventures, 
drawing  his  share  of  scathing 
lawsuits.  Now  both  father  and 
son  are  being  investigated  by 
the  Securities  &.  Exchange 
Conmiission  in  connection 
with  the  collapse  of  something 

called     Cortez    International     

Ltd.,  a  Vancouver,  B.C.  penny  stock. 

Interviews  with  ex-Cortez  employ- 
ees and  a  review  of  public  filings  re- 
veal what  happened  to  the  company, 
formerly  traded  over-the-counter  in 
the  U.S  and  on  the  Alberta  Stock  Ex- 
change in  Canada.  In  1985  George 
Reynolds  acquired  Ram  Industries 
Inc.,  a  shell  company  with  no  real 
assets  but  with  a  market  listing  in  the 
o-t-c  pink  sheets.  The  seller  was  Jerry 
Timothy,  a  Salt  Lake  City  promoter 
now  in  federal  prison  for  filing  false 
SEC  statements  in  connection  with 
such  shells.  Timothy's  wife  says 
George  stiffed  them  on  the  payment 
for  Ram  Industries. 


In  any  case,  Reynolds  transferred 
into  Ram  Industries  a  few  oil  and  gas 
properties  in  Oklahoma  and  Tennes- 
see. Pretty  soon  he  was  grinding  out 
Ram  Industries  financial  statements 
that  claimed  more  than  $300  million 
in  net  assets.  The  stock,  for  which 
Reynolds  apparently  paid  nothing, 
rose  to  above  5. 

About  this  time,  early  1986,  Cortez 
was  looking  for  money  to  bolster  its 
sagging  mining  operations.  A  dis- 
barred lawyer  and  cpa  introduced 
Reynolds  to  Cortez'  management.  Re- 
calls one  former  Cortez  official, 
"George  had  a  lot  of  charisma  and 

Michael  Boddy/H< 


Jeff  Reynolds 
Wanted,  for  felony  theft. 


purported  great  happenings  and  min- 
eral discoveries.  The  most  outrageous 
release  claimed  a  $1.5  billion  magne- 
site  ore  find  near  Fruitland,  Wash. 

No  surprise  what  happened  next. 
Large  amounts  of  Cortez  shares  came 
onto  the  market  as  suckers,  attracted 
by  the  publicity,  rushed  to  buy.  From 
where  was  most  of  the  stock  coming? 
'^From  the  Reynolds  family  stake, 
largely  held  by  George's  stepson,  J. 
Bruce  Hackfield — who,  conveniently, 
had  a  different  last  name  from  his 
stepfather  and  stepbrother. 

Former  Cortez  officials  figure  the 

overblown   press   releases   kept   the 

ous,on  Post       stock  price  up  long  enough  for 

the  Reynolds  family  to  collect 

about  $1.5  million  from  the 

sale  of  10  million  shares. 

Needless  to  say,  no  signifi- 
cant mineral  discoveries  mate- 
rialized, and  Cortez  basically 
ceased  trading  in  mid- 1988, 
around  the  time  the  sec  began 
investigating  charges  of  false 
financial  statements  and  exag- 
gerated asset  values.  These 
days  Cortez,  Ram  Industries 
and  their  shares  appear  all  but 
worthless. 

By  most  accounts,  the  Reyn- 
olds men  are  quick  learners, 
great  talkers  and,  hence,  ex- 
tremely persuasive  salesmen. 
It  reportedly  took  Bond  Corp. 
aides  several  months  to  learn 
enough  to  cut  off  talks  with 
Jeff,  who  had  called  himself 
chairman  of  two  little-known 
companies,  Weatherby  Invest- 
ments and  California  Pacific 
International.  George  has  de- 
nied any  involvement  in  the 
Bond  bid — even  though 
Weatherby  Investments  used 
to  be  a  Cortez  subsidiary  that 
he  himself  headed. 

What's  the  Reynolds  duo  up 
to  now?  Apparently  they  are 
unchastened  by  the  brush-off 
received  from  the  Bond  people. 


ideas,  and  Ram  Industries  had  a  great 
balance  sheet."  If  you  didn't  look  too 
closely,  that  is. 

In  a  reverse  takeover.  Ram  Indus- 
tries swapped  about  80%  of  its  shares 
for  92%  of  Cortez  shares  and  equiva- 
lents, giving  Reynolds  control  of  both 
companies.  Ram  Industries  also  con- 
tinued to  trade  publicly.  No  cash 
changed  hands — there  wasn't  any. 
George  Reynolds  became  Cortez' 
chairman  and  chief  executive  and 
brought  in  young  Jeff  as  an  executive. 

Whereupon  the  Dallas  office  of 
George  and  Jeff  began  issuing  a  stream 
of  press  releases,  in  the  name  of  Cor- 
tez or  Ram  Industries  or  both,  about 


George  is  said  to  be  on  the  road  selling 
insurance;  he  didn't  return  our  phone 
call.  But  Jeff  says  he  is  now  seeking  a 
Pacific  Stock  Exchange  listing  for 
Weatherby  Investments  and  is  work- 
ing on  a  deal  that  would  allow  him 
and  some  Texas  associates  to  take 
control  of  Locke  Rich  Minerals  Ltd., 
another  obscure,  struggling  penny- 
stock  Canadian  mining  company. 
This  one  is  listed — again,  no  sur- 
prise— on  the  Vancouver  Stock  Ex- 
change (Forbes,  May  29,  1989). 

The  Reynoldses,  p^e  etfiLs,  remain 
at  large  and  a  continuing  menace  to 
the  gullible.  We  probably  haven't 
heard  the  last  of  them.  ■ 
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Eagle  Talon  TSiAWD 


Full-time  all-wheel  drive.  A  turbocharged,  195 
horsepower,  16 -valve  engine.  SCCA  Manufacturers 
Champion  for  showroom  stock  cars.  And  one  of  Car 
and  Driver  magazine's  "Ten  Best"  for  1990. 

You'll  find  that  when  it  comes  to  high-powered, 


great-handling  sports  cars.  Eagle  Talon  is  it! 

For  more  information,  call  1-800-JEEP-EAGLE. 

Or  see  a  Jeep        Advantage:  Eagle ^ 

and  Eagle  dealer ^ ^ ^ 

for  a  test  drive.    Chiysler's  Newest  Division 


Protects  engine  and  powertrain  for  7  years  or  70,000  miles  and  against  outerbody  rust- through  for  7  years  or  100,000  miles.  See  limited  warranty  at  dealer. 
Restrictions  apply.  Buckle  up  for  safety. 


With  Mexico  charting  a  sounder  economic 
policy,  U.S.  investors  are  riAshing  to  buy 
shares  on  the  Bolsa.  One  brokerage  is  rak- 
ing in  the  lion's  share  of  commissions. 

The  Bolsa 
booms  again 


By  Patrice  Duggan 


AFTER  THE  WORLD'S  stock  mar- 
kets crashed  in  October  1987, 
b  Mexican  stocks  bounded  back 
faster  than  almost  any  other  market, 
up  268%  in  dollar  terms,  against  a 
54%  jump  in  the  Dow.  So  far  this  year 
the  $31  billion  Mexican  market  has 
gone  up  12%.  Attracted  by  the  fast 
action,  foreign  investors  have  put  per- 
haps $1  billion  into  Mexican  stocks 


over  the  past  year  or  so,  most  of  it 
funneled  through  Mexico's  most  prof- 
itable stockbroker,  Acciones  y  Va- 
lores  (Stocks  &  Securities). 

Operating  out  of  a  modem  six-story 
building  on  Mexico  City's  main  bou- 
levard, Paseo  de  le  Reforma,  Acciones 
y  Valores  is  the  Merrill  Lynch  of  Mex- 
ico, handling  on  an  average  day  15% 
of  Mexico's  stock  trades. 

When  it  comes  to  bringing  in  for- 
eign money,  Acciones  y  Valores  has 


no  rival.  Having  established  itself 
abroad  in  the  1970s,  when  Mexican 
stocks  were  still  pretty  much  exotica, 
the  brokerage  today  handles  as  much 
as  60%  of  all  foreign  funds  invested  in 
Mexican  stocks.  An  Acciones  y  Va- 
lores conference  held  in  Mexico  City 
last  month  attracted  100  internation- 
al fund  managers  and  investors. 
'  The  firm  is  nicely  profitable,  even 
by  U.S.  standards.  In  Acciones'  fiscal 
year  ended  May  1988,  it  made  a  profit 
of  $44  million  on  revenues  of  $58 
million.  Last  year  profits  were  $36 
million,  and  this  year  they  are  run- 
ning about  the  same.  About  5%  of  Ac- 
ciones' shares  trade  publicly. 

As  an  active,  international  market, 
the  Mexico  City  Bolsa  is  relatively 
new — much  Mexican  industry  is  still 
family-controlled — but  Acciones  y 
Valores  gained  advantage  by  being  in 
on  the  ground  floor.  It  was  founded  in 
1971  by  stockbrokers  Roberto  Her- 
nandez Ramirez  and  Alfredo  Harp 
Helu,  with  only  six  employees  in  a 
dingy  rented  office.  The  pair  still  run 
the  firm  in  tandem,  although  the  pay- 
roll has  swelled  to  300. 

"Hernandez  is  the  visionary,"  says 
Lorenzo  Zambrano,  chief  executive 
officer  of  Cemex,  Mexico's  largest  ce- 
mentmaker  and  a  longtime  Acciones 
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Acciones y  Valores'  Roberto  Hernandez  Ramirez 
"They're  alioaifs  ahead  of  the  market." 
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Imagine  what  a  Canon  Color  Laser  Copier 

could  do  with  a  pie  chart. 


The  Canon  Color  Laser  Copier  200 
could  do  a  lot  for  your  business.  And 
Digital  Image  .Processing  is  the  reason. 

Now  copies  from  graphics,  slides  and 
photos  look  more  lifelike  while  text  stays 
pure  black.  Reproduction  is  comparable  to 
professional  printing  with  256  gradations 
per  color  and  400  dots  per  inch  resolution. 


And  with  50%  to  400%  zoom  and 
advanced  editing,  as  well  as  automatic 
feeding  and  sorting  functions  and  a  quick 
20  black-and-white  copies  per  minute, 
it's  one  color  copier  that's  all  business. 

lb  find  out  more,  call  1-800-OK- 
CANON,  or  write  us  at  Canon  USA 
Inc.,  RO.  Box  3900,  Peoria,  IL  61614. 


Er^Dv  easy  ei  (ended  pvymenis  wnh  the  Canon  Credrt  Card 
A«k  lor  detarts  ai  pan cvMing  Canon  dealers  and  reia^ers 
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The  Digital  Difference. 


THOUT  US 


J 


February  1st  1953  is  a  date 
many   Dutdimen   will  always 
remember.  Throughout  the  night, 
a  fierce  storm  roared  onshore 
driven  by  gale  force  winds. 

Just  before  dawn,  horrified 


observers  in  Zeeiand  saw  the 
gigantic  sea  dike  sr.)  Jdenly 
bulge  and  crumble.  By  ix  on,  vast 
tracts  of  the  country  were  under 
water.  Two  thousand  people 
and  250,000  farm  animals  died. 


In  the  aftermath,  it  was  obvious 
that  massive  new  sea  defen- 
ses were  needed.  The  question 
was  how  to  anchor  them  in 
the  treacherous  shifting  sands. 
We  at  Akzo  provided  the 


solution.  Years  of  developmd 
had  resulted  in  polyester  f1b<i 
that  were  as  strong  as  steel. 

We  now  wove  these  into  hu 
mats,  flexible  yet  tough,  whid  * 
were  ballasted  onto  the  bottr ' 


LLANO'S  SUN 


e  sea  and  meshed  into 
kes.Once  in  place,  mats  and 
proved  immovable, 
lis  is  but  one  of  our  con- 
jons  to  the  well-being  of 
id  and  the  other  49  coun- 


tries where  we  operate. 

We  are  one  of  the  world's 
largest  chemical  companies, 
70,000  strong,  active  in  the  fields 
of  chemicals,  fibers,  polymers, 
coatings  and  health  care. 


Last  year  our  efforts  yielded 
sales  of  US  $  8  billion. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West 
40th  Street,  New  York,  N.Y.  10018. 


AKZO 


Montezuma's  revenge? 


After  crashing  74%  in  six  weeks  during  1987,  the  Mexican  Bolsa  has 
rebounded  268%  in  dollar  terms.  The  U.S.  market,  which  crashed  29%  in 
1987,  has  rebounded  54%. 
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client.  In  Mexico  they  say  everything 
Hernandez  touches  turns  to  gold. 
Harp,  by  contrast,  is  the  man  who 
tends  to  the  day-to-day  details. 

Like  any  successful  brokerage  firm, 
Acciones  doesn't  just  make  money 
from  commissions.   It  makes   even 
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Alfredo  Harp  Helti 

PrqfUabiUty  with  a  sense  of  conservatism. 


more  from  trading  for  its  own  ac- 
count, last  year  two-thirds  of  net  in- 
come. Says  client  Zambrano:  "They 
are  always  ahead  of  the  market.  They 
bought  bank  shares  years  ago  when 
they  were  trading  at  a  third  of  book 
and  made  a  fortune."  Today  Mexican 
bank  shares  trade  at  1.1 
times  book. 

Reflecting  the  same 
successful  investment 
strategies,  Acciones' 
three  mutual  funds  have 
consistently  outper- 
formed the  stock  mar- 
ket. During  1989,  with 
domestic  inflation  at 
20%,  the  three  funds, 
Accival,  Accipat  and  Ac- 
ciar,  gave  returns  of 
131%,  167%  and  147%, 
respectively.  By  con- 
trast, the  index  for  the 
Mexican  stock  market 
returned  98%  last  year. 

Acciones  has  had  to 
ride  some  wild  ups  and 
downs-.  In  the  late  1970s 
Acciones  had  400  em- 
ployees and  15  branch 
offices  outside  of  Mexico 
City.  It  took  public 
many  of  the  nation's  big- 
gest companies,  includ- 
ing the  giant  petrochem- 
ical and  steel  company 
Alfa  and  the  supermar- 
ket chain  Cifra.  Then,  in 


1980,  the  Bolsa  collapsed.  Many  of 
Acciones'  customers  defaulted  on 
margin  accounts.  Other  investors  de- 
manded that  Acciones  reimburse 
them  for  losses  on  new  issues — and  in 
some  cases  Acciones  did  so. 

The  Mexican  market  crash  of  1980 
instilled  in  Acciones  a  sense  of  con- 
servatism that  exists  to  this  day.  After 
the  crash,  the  brokerage  retrenched. 
Hernandez  and  Harp  vowed  never 
again  to  make  loans  to  customers. 
They  also  decided  to  grow  slowly,  fo- 
cusing on  the  equity  market  as  op- 
posed to  Mexico's  volatile  bond  mar- 
ket, which  is  buffeted  not  only  by 
fluctuating  interest  rates  but  also  by 
inflation,  which  hit  159%  in  1987. 

Acciones  is  likely  to  continue  pros- 
pering, especially  in  light  of  recently 
relaxed  rules  on  foreign  investment. 
Until  last  year  foreigners  were  limited 
in  what  they  could  buy  in  the  Mexi- 
can equity  market:  the  Mexico  Fund, 
a  few  ADRS  and  some  nonvoting 
shares.  Now  a  foreigner  can  buy  al- 
most any  share  on  the  market,  as  long 
as  he  buys  through  a  trust  mechanism 
that  gives  voting  rights  to  a  govern- 
ment bank.  Depriving  foreigners  of 
voting  rights  is  a  concession  to  noisy 
chauvinists  but  is  a  big  improvement 
over  the  old  outright  bans. 

Right  now  the  Mexican  market  is 
cheap  compared  with  the  U.S.  mar- 
ket. Some  of  Mexico's  hottest  compa- 
nies are  trading  at  price-to-eamings 
ratios  as  high  as  12  for  Cifra  and  1 7  for 
Cemex.  However,  according  to  a  data- 
base following  130  companies,  the 
overall  market  is  trading  at  an  average 
p/e  of  7.  That  compares  with  15  for 
the  U.S.  Wilshire  indejfi 

If  the  Mexican  market  is  still  cheap 
by  world  standards,  it  is  because  Mex- 
icans and  foreigners  long  ago  both 
learned  not  to  believe  the  word  of  the 
Mexican  government.  "It  used  to  be 
that  when  the  president  said  there 
would  be  no  devaluation  everyone 
bought  dollars.  We  all  knew  that 
meant  there  would  be  a  devaluation 
in  the  next  48  hours,"  says  Juan  Car- 
los Rodriguez,  assistant  director  of 
Acciones'  international  department. 
As  a  result,  not  only  were  foreigners 
reluctant  to  invest  in  Mexico,  but  so 
were  Mexicans.  So  much  Mexican 
money  has  fled  abroad  in  recent  years 
that,  if  repatriated,  it  could  pay  off  the 
country's  entire  foreign  debt. 

Under  President  Carlos  Salinas  de 
Gortari,  elected  in  1988,  Mexico's 
new  economic  policy  has  done  won- 
ders in  restoring  confidence.  Along 
with  foreign  money,  Mexican  flight 
capital  is  creeping  back.  "Now  when 
the  president  says  something,  people 
believe  him,"  says  Rodriguez.  ■ 
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If  you  think 

800/WATS  services 
are  created  equal, 


et  Avith  tlie  program. 


Introducing  FONVIEW^" 
from  US  Sprint®  It  eliminates  all 
those  hours  sifting  through  pages 
of  800/WATS  call  detail  reports. 
It  saves  you  money  by  pinpointing 
the  smartest  ways  to  utilize  these 
services. 

It's  the  most  comprehensive 
call  management  program 
designed  for  a  PC.  Virtually  any  PC 
that's  IBM^ompatible. 

You  can  store  the  equivalent 
of  a  1,000  page  phone  bill  on  a 
single  floppy  And  do  a  week's 
worth  of  billing  analysis  in  a  single 
afternoon. 

So  fill  out  the  coupon  and 
fax  it  to  us  for  a  free  floppy  demon- 
strationJskorcalll-800-877-2000. 

FONVIEW  It's  one  new 
program  you  won't  want  to  miss. 

It's  a  new  world!" 


US  Sprint, 


fonview/fon-vyu  n.  l.US  Sprint's  smart  way  to  save 
on  800AVATS  semce.  2.  An  analytic  software  package 
that  saves  tiine  and  money  3.  Tlie  most  comprehensive 
call  management  program  designed  for  a  PC. 


Fbr  a  free  FONVIEW  demonstration  disk: 

FAX  1-800-366-3295 


Name. 


.  Title. 


Company. 


Average  monthly  phone  bill. 
Address 


City/State/Zip. 


F3 


C1990  us  Splint  Communications  Company  Limit«d  Partnership.  *IBM  is  a  registered  trademark  of  International  Business  Machines. 


French  sepai^atists  threatened  his  life,  Rob- 
ert Canipeau  tried  to  use  him.  Canada  s 
wily  Paul  Desmarais  has  the  last  laugh. 
Armed  with  over  $1  billion  in  cash,  Des- 
marais is  looking  for  deals. 

Cash-rich  and 
on  the  prowl 


By  RitaKosdka 


ains«|)lier  Motrts/Rmocnl  Pog 


Pouter  Corp  's  Paid  Desmarais 
Shrewd,  conservative  and.  powerful. 


HERE  IS  HOW  FORMER  Federal 
Reserve  Chairman  Paul 
Volcker  describes  enigmatic 
French- Canadian  demi-billionaire 
Paul  Desmarais:  "Desmarais  is  an  as- 
tute businessman  who  does  things  in 
a  conservative  and  proper  way." 
*^Volcker  is  not  an  entirely  disinter- 
ested observer:  He  fishes  with  Des- 
marais and  is  an  adviser  to  the  finan- 
cier's Power  Corp.  of  Canada.  Never- 
theless, few  who  have  done  business 
with  Desmarais  would  challenge 
Volcker's  assessment:  Unlike  fellow 
Canadian  Robert  Campeau,  Desma- 
rais is  no  pyramider  of  assets  on  a  thin 
equity  base.  In  fact,  having  dealt  with 
Campeau  in  the  past,  Desmarais  ab- 
hors his  risky  style. 

Relatively  unknown  here,  Desma- 
rais is  one  of  the  most  powerful  men 
in  Canada.  His  Power  Corp.  of  Cana- 
da, based  in  Montreal,  controls  over 
S30  billion  in  assets  (all  figures  are  in 
Canadian  dollars).  It  operates  in  the 
U.S.  through  its  Great-West  Life  As- 
surance Co.  (assets,  $17  billion). 
Desmarais  has  also  made  a  major  for- 
ay into  Europe.  He  refused  to  be  inter- 
viewed for  this  article,  although  he 
made  available  Frank  Knowles,  the 
president  of  Power  Corp.  Right  now, 
sitting  on  over  $1  billion  in  cash  and 
much  more  in  borrowing  power,  his 
Power  Corp.  is  on  the  prowl  for  acqui- 
sitions. Europe  is  his  chief  target,  the 
U.S.  his  secondary  target. 

Who  is  Paul  Desmarais?  His  career 
is  part  and  parcel  of  the  rise  of  French- 
Canadian  political  and  economic 
power  in  recent  years.  Until  the  1970s 
the  French  Quebecois  were  largely  ru- 
ral, dominated  by  clerics  and  the  pa- 
ternalistic Quebec  government,  and 
were  not  welcome  in  the  higher  cir- 
cles of  Canada,  which  were  dominat- 
ed by  English  Canadians. 

As  a  young  man,  Desmarais  was  not 
exactly  underprivileged.  A  Franco- 
Ontarian  from  a  prominent  Sudbury 
family,  he  had  a  foot  in  both  the 
French  and  English  worlds.  As  his  ca- 
reer expanded,  he  became  a  prototype 
of  the  bilmgual  Canadian  business- 
man of  today.  This  made  him  some- 
thing of  a  threat  to  the  French  separat- 
ist terrorists,  who  put  him  on  their  hit 
list  in  the  early  1970s. 

Desmarais  was  the  son  of  a  promi- 
nent lawyer  in  the  grubby  but  bus- 
tling mining  town.  Paul  Desmarais' 
mother's  family  owned  the  local  trol- 
ley line  that  took  mine  workers  from 
Sudbury  to  the  nearby  Copper  Cliff 
mine.  By  the  late  1940s  the  trolley 
line  was  losing  money  as  it  tried  to 
add  buses  to  compete  with  incrcasing- 
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ly  common  independent  bus  opera- 
tions. Additionally,  like  a  public  utili- 
ty, it  was  forced  to  run  improfitable 
trips  to  the  mines  all  day. 

In  1951  Desmarais  had  just  flunked 
his  law  history  course  at  the  Universi- 
ty of  Toronto's  elite  Osgoode  Hall  law 
school.  He  asked  to  work  at  the  fam- 
ily company  during  his  school  break 
to  try  to  turn  it  around.  Impressed  by 
his  energy  and  intelligence,  his  par- 
ents sold  him  the  company  for  $1 
provided  only  that  he  assume  its 
$300,000  or  so  in  debt. 

Some  five  years  later,  law  studies 
abandoned,  Desmarais  had  paid  down 
much  of  the  debt  and  turned  the  com- 
pany into  a  moneymaker. 

Desmarais  expanded  his  bus  opera- 
tions to  include  other  systems  in  On- 
tario. In  I960  he  wanted  to  move 
across  provincial,  and  cultural,  lines 
and  take  over  the  municipal  bus  sys- 
tem of  Quebec  City.  It  was  a  brassy 
goal  for  a  yoimg  man  not  yet  33.  Des- 
marais used  his  political  talents  to 
maximum  efficiency.  He  appealed  to 
Quebec  Premier  Maurice  Duplessis, 
an  old-line  Quebecois  politician,  ar- 
guing that  he  was  a  French- Canadian 
who  had  experience  turning  around  a 
moneylosing  bus  operation.  It 
worked:  Duplessis  awarded  yovmg 
Desmarais  the  concession. 

His  big  break  came  in  1968  when,  at 
41,  Desmarais  swapped  a  company  he 
controlled.  Trans  Canada  Corporation 
Fund,  for  a  controlling  stake  in  Power 
Corp.,  an  industrial  and  financial 
holding  company.  Power  was  a  hodge- 
podge. It  controlled,  among  others, 
Consolidated-Bathurst,  the  second- 
largest  pulp  and  paper  company  in 
Canada;  Canada  Steamship  Lines;  and 
Laurentide  Financial,  a  nationwide 
consumer  finance  company.  Des- 
marais reorganized  the  company; 
from  under  $4  million  in  1967,  Power 
Corp.'s  earnings  steadily  improved. 
Last  year  the  company  earned  about 
$221  million,  an  aimual  growth  rate 
of  about  20%. 

Some  embarrassing  failures  marred 
Desmarais'^relentless  ascent.  In  1975, 
for  example,  he  tried  unsuccessfully 
to  acquire  a  large  Canadian  invest- 
ment company,  Argus.  The  Anglo 
Ontario  establishment  slapped  his 
fingers  over  that  one.  After  three  years 
of  struggle  to  acquire  voting  shares,  he 
sold  the  stake. 

In  1981  he  bought  a  significant 
shareholding'in  Canadian  Pacific  Ltd., 
a  grossly  undervalued  collection  of  as- 
sets. But  he  failed  to  gain  enough  in- 
fluence over  the  company's  direction 
to  suit  him;  he  sold  out  his  stake 
some  four  years  later. 

Most  recently,  Desmarais  tried  to 


Stephen  Homer/Fira  Lighi 


Power  Corp.  Presiderit  Frank  Knowles 
Outgrowing  Canada. 


create  the  world's  largest  paper  com- 
pany by  merging  Power  Corp.'s  Con- 
solidated-Bathurst with  Domtar,  an- 
other Canadian  paper  giant,  con- 
trolled by  the  Province  of  Quebec's 
pension  fxmd. 

But  he  was  never  discouraged  by  his 
failures  and  turned  some  of  them  into 
big  successes.  For  example,  he  sold 
Consolidated-Bathurst  to  Roger 
Stone's  Stone  Container  Corp.  in 
March  1989.  Two  decades  ago,  when 
Desmarais  got  control  of  Power  Corp., 
the  Consolidated-Bathurst  shares 
were  selling  at  the  equivalent  of  $5. 
Adjusted  for  stock  splits,  Stone  effec- 
tively paid  $300  a  share. 

By  a  coincidence,  Robert  Campeau, 
whose  takeover  of  Federated  Depart- 
ment Stores  ended  in  disaster,  was  a 
fellow  Sudburian.  But  Paul  and  Rob- 
ert did  not  know  each  other  there. 
How  could  they?  Desmarais'  family 
was  rich,  Campeau's  far  from  it.  Their 
paths  first  crossed  in  1970,  when 
Campeau  was  in  the  midst  of  building 
his  real  estate  company.  To  grow  fast- 
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Robert  Campeau 

Same  tount,  d^erent  styles. 
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with  Eaton  transmissions  log  seventeen 
^     million  miles.  On  every  continent  -  in 
^    every  clime  -  over  every  terrain  -  every 
hour- another  17,000,000  miles. 
'  That's  experience!  Unique, 

'   unrivaled,  irreplaceable  experience. 
That's  why  -  when  your  livelihood 
^  depends  on  dependability  -  your 
^  transmission  is  Eaton. 
•         At  Eaton,  we're  a  part  of  your 
""   team.  Solving  today's  problems. 
'  Anticipating  tomorrow's  needs.  For 
;     everything  from  appliances  to 
aircraft,  power  tools  to  trucks. 
We  do  more  than  make  parts.  We 
manufacture  solutions. 
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We  manuiaciure  soiunons. 
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Introducing  Chrysler  NewYorker  Fifth  Avenue. 


Power  seats  and  power  door  locks 
are  convenient  touches. 

But  engineering  that  offers 

you  a  warranty  that's  even  better 

than  Rolls  or  Mercedes 

is  a  real  advantage. 


Available  Mark  Cross  leather, 
an  eight-way  power  seat  with 
memory  and  Infinity  II  stereo. 
Automatic  speed-sensitive  door 
locks.  More  iegroom  than  the  big- 
gest Cadillac. 

All  thoughtful  and  convenient 
touches  that  belong  in  a  luxury 
can  But  hardly  more  thoughtful 
than  the  reliability  of  Fifth  Ave- 
nue's engineering.  Or  more  im- 
portant than  engineering  that  has 
the  full  confidence  of  the  carmaker 
Warranty. . .  better  than  Rolls 
or  Mercedes. 

Fifth  Avenue  comes  with  the 


Chrysler's  Crystal  Key  Program 

BASK  CAR 
WARRANTY 
Coven  entire 

car  eicepi 
normal  upkeep 

MAJOR 
COMPONENTS 
PROTECTION 

DEDUCTIBLE 
YOUPAY 

FOR  REPAIR 
ol  major 

components 

POWERTRAW/ 

ENGINE 
PROTECTION 

OUTER  BOOr 

RUST 

THROUGH 

PROTECTION 

CHRYSlfR 
NtW  YORKER 
FIFTH  AVENUE 

5  YEARS/ 
50.000 
MILES 

5  YEARS/ 
50,000 
MILES 

NONE 

7  YEARS/ 
70.000 
MILES 

7  YEARS/ 
100.000 
MILES 

CADILLAC 
OEVILLE 

4  YEARS/ 
SO.OOOMi. 

4  YEARS/ 
50.000Mi. 

$100  AFTER 
1YR./12,000Mi 

4  YEARS/ 
SO.OOOMi. 

6  YEARS/ 
lOO.OOOMi 

UNCOLN 
CONTINENTAL 

1  YEAR/ 
12.000Mi. 

6  YEARS/ 
eO.OOOMI 

$100  AFTER 
lYR/12,00OMi 

6  YEARS/ 
60.000Mi. 

6  YEARS/ 
lOO.OOOMi 

LEXUS 
LS40a 

4  YEARS/ 
50.000Mi. 

4  YEARS/ 
SO.OOOMi. 

NONE 

6  YEARS/ 
70.000MI. 

6  YEARS/ 
UNLIMITED 

ROLLS  ROYCE 
CORNICHE 

3  YEARS/ 
UNLIMITED 

3  YEARS/ 
UNLIMITED 

NONE 

3  YEARS/ 
UNLIMITED 

3  YEARS/ 
UNLIMITED 

MERCEDES 
560  SEL 

4  YEARS/ 
SO.OOOMi. 

4  YEARS/ 
SO.OOOMi 

NONE 

4  YEARS/ 
SO.OOOMi 

4  YEARS/ 
SO.OOOMi 

Advantage:  Chrysler 


most  comprehensive  protection! 
of  any  luxury  sedan.  Crystal  Key] 
Owner  Care  provides  coverage! 
from  bumper  to  bumper  for  5| 
years  or  50,000  miles.*  It  covers 
engine,  powertrain,  air  condition- 
ing, steering,  suspension,  elec- 
trical and  electronic  components.) 
Not  even  Rolls  or  Mercedes  car 
match  it. 

The  Chrysler  Fifth  Avenue.l 
Luxury  with  bumper  to  bumpei 
confidence.       ^.^ 

w/wO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  youi  Chi  yslei  Plymouth  Dcalei 


# 


(  hryslftj 


*See  limited  warranties  at 
after  5/50. 


dealer  Restrictions  apply.  Rxcludcs  normal  maintenance,  adjustments  and  wvar  items.  Dediutibleonpovwrtrain 
Based  on  competitive  warranty  information  at  time  of  printing.  Legroom  vs.  Cadillac  lirouKtiam. 


er,  Campeau  agreed  to  give  52%  of  his 
company  to  Power  Corp.,  and  Power 
Corp.  would  throw  its  extensive  real 
estate  assets  into  Campeau  Corp. 

The  alliance  didn't  last.  The  two 
men  were  just  too  different.  Desmarais 
balked  at  Campeau's  aggressive  expan- 
sion dreams.  Chafed  by  Desmarais' 
tight  financial  yoke,  Campeau  bought 
back  his  shares  for  about  $25  million  in 
1972.  In  the  end,  Desmarais  made 
about  $3  million  on  the  deal.  He  never 
again  invested  in  Campeau's  projects. 

At  63,  and  a  demi-billionaire  by  vir- 
tue of  his  61  %  control,  or  ownership  of 
some  35  million  of  Power  Corp.'s 
shares,  Desmarais  clearly  has  global 
ambitions:  During  the  1980s  he  bought 
a  25%  stake  in  Geneva-based  Pargesa 
Holding  S.  A.,  the  large  European  finan- 
cial services  holding  company. 

Two  years  ago  Desmarais  formed  a 
high-powered  international  advisory 
board.  This  group  of  well-connected 
counselors  includes  Paul  Volcker; 
West  Germany's  Helmut  Schmidt; 
British  press  lord  Viscount  Rother- 
merc;  former  Saudi  Arabian  oil  minis- 
ter Sheikh  Yamani;  former  Canadian 
Prime  Minister  Pierre  Trudeau;  Rong 
Yiren,  chairman  of  China's  foreign  in- 
vestment office;  and  Belgian  banker 
Albert  Frere.  "Just  listening  to  these 
people  talk  opens  up  a  whole  new 
world  of  opportunities  for  Power 
Corp.,"  says  Knowles. 

Paul  Desmarais  will  not  lack  for 
buying  power.  Power  Corp.  controls 
Investors  Group,  Canada's  largest 
mutual  fimd  management  company; 
Great-West  Life  Assurance,  one  of  the 
largest  insurance  companies  in  Cana- 
da and  the  western  U.S.;  television 
stations,  radio  stations,  and  newspa- 
pers, including  La  Presse,  Montreal's 
prominent  French-language  daily. 

Like  many  smart  people,  appalled 
by  the  excessive  use  of  debt  in  recent 
years,  Desmarais  has  lately  developed 
an  appreciation  for  cash.  He  sold  Con- 
solidated-Bathurst  to  Stone  Container 
for  cash,  not  stock.  A  few  months 
later  he  sold  the  Montreal  Trust  Corp. 
bank  for  $547  million  in  cash  and 
stock  to  BtE,  the  old  Bell  Canada. 

In  the  past  Desmarais'  ambitions 
were  constrained  by  his  relatively 
small  capital  and  his  desire  for  a  con- 
trolling stake.  Now,  with  over  $1  bil- 
lion in  cash  on  Power  Corp.'s  books 
and  borrowing  access  to  billions  more, 
Desmarais  has  Canada's  financial 
community*buzzing  with  guesses  as  to 
where  he  will  make  his  next  move. 

According  to  Power  Corp.'s  presi- 
dent, Frank  Knowles,  Desmarais 
wants  to  do  only  friendly  deals,  and 
only  at  prices  he  considers  right.  As 
his  investments  in  Canadian  Pacific 
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and  Campeau  show,  Desmarais  is  not 
afraid  to  admit  when  something  isn't 
working  and  get  out. 

He  is  worth  waiting  for.  "Desmarais 
always  leaves  something  on  the  table 
for  shareholders.  Working  with  him  is 
usually  a  win- win  situation,"  says 
Philip  Wright,  an  analyst  with  Montre- 
al-based McNeil  Mantha. 

The  most  exciting  prospects  for 
Desmarais,  says  Knowles,  are  in  Eu- 
rope. Desmarais  will  probably  make 
his  moves  there  through  Pargesa 
Holding.  Pargesa  is  involved  in  many 
of  the  businesses  that  interest  Des- 
marais: financial  services,  media  and 
telecommunications,  transportation 
and  natural  resources.  Along  with  its 
now  worthless  25%  of  Drexel  Bum- 
ham  Lambert,  Pargesa  also  owns  a 
very  valuable  50%  of  Banque  Paribas 
Switzerland,  16%  of  the  Belgian  oil 
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•Paw/  Volcker 

Desmarais' fishiMtg  buddy. 

company  Petrofina  and  almost  60%  of 
the  broadcast  media  firm  Compagnie 
Luxembourgeoise  de  Telediffusion. 

Why  not  invest  more  in  his  native 
Canada?  Because  the  local  stage  is 
getting  too  small  for  his  ambitions. 
Canadian  politicians  are  throwing  up 
barriers  to  Desmarais.  A  few  years  ago 
he  tried  to  buy  Tele-Metropole,  a  big 
French-language  television  broadcast- 
er in  Quebec.  The  government  vetoed 
the  deal.  Desmarais  is  interested  in 
picking  up  Canadian  financial  ser- 
vices assets  but  has  been  stalled  by  a 
long-delayed  government  study  of 
Canada's  financial  services  industry. 
More  generally,  it  is  worth  remember- 
ing that  the  supply- side  revolution 
has  yet  to  reach  Canada.  Taxes  re- 
main high,  regulation  crippling. 

But  capital  is  less  and  less  bound  by 
national  borders.  Having  outgrown 
Canada,  Paul  Desmarais  will  play 
larger  roles  on  a  global  stage.  ■ 


Chrysler 

presents 

,   the 
luxury  car 

lease 
advantege. 

Chrysler  New  Yorker  Fifth  Avenue 


Now  you  can  get  the  Chrysler  advantage 
of  a  luxury  car  lease  without  the  luxury  car 
price.  Cluysler's  Special  Gold  Key  Lease. 
This  exclusive  program  offers  you  the 
advantage  of  unusually  low  financing  rates. 
The  results  are  exceptionally  affordable 
monthly  payments  on  one  of  the  most 
luxurious  Chryslers  ever  built.  New  Yorker 
Fifth  Avenue. 

It  comes  with  luxury  amenities  standard, 
such  as  climate-controlled  air  conditioning, 
a  power  driver's  seat  and  a  multi-speaker 
sound  system.  You  also  get  Chrysler's 
Crystal  Key  owner  caret  The  best  luxury 
sedan  warranty  in  the  industry.  It's  even  bet- 
ter than  Lexus,  Rolls  Royce  or  Mercedes. 

There  may  never  be  an  easier  way  to 
enter  the  world  of  Chrysler  luxury  than  with 
this  Special  Gold  Key  ^^ease  program.  Don't 
delay.  See  your  Chrysler-Plymouth  dealer 
for  all  the  details. 

Advantage:  Chrysler. 

•Monthly  lease  payment  example  based  on  sticker  price  of  this  vehi- 
cle, including  Luxury  Equipment  Package  and  destination  charges. 
All  taxes,  title  and  registration  fees  not  included.  Monthly  payment 
example  based  on  $4,594.60  down  payment,  with  a  refundable 
security  deposit  of  $350  plus  first  month's  payment  of  $339.42  re- 
quired in  advance.  48  monthly  payments  of  $339.42  to  total 
$16, 292. 16.  You  may  have  the  option  to  purchase  the  vehicle  at  lease 
end  at  a  price  negotiated  with  the  dealer  at  lease  inception.  Lessee 
is  responsible  for  excess  wear  and  tear  and  mileage  over  60,000  at 
8  cents/mile.  Lease  rate/residual  subject  to  change.  tSee  limited 
warranty  at  dealer.  Restrictions  apply.  Excludes  normal 
maintenance,  adjustments,  wear  items. 
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WE  ARE  REBUILDING  THIS  AIRLINE 

ON  THE  FUNDAMENTAL  BELIEF 

THAT  YOU,  THE  BUSINESS  TR A/ELER, 

ARE  THE  KEY  TO  OUR  FUTURE. 


When  this  management  took 
over  the  stewardship  of  Pan  Am 
early  in  1988,  it  was  with  full 
knowledge  that  if  we  didn't  succeed 
with  the  business  traveler,  we 
wouldn't  succeed  at  all. 

Fortunately,  we  had  a  great  deal 
going  for  us. 

Through  years  of  problems,  a 
significant  body  of  loyal,  seasoned 
travelers  continued  to  recognize  and 
benefit  from  Pan  Am's  inherent 
strengths,  even  though  we  too  many 
times  sorely  tested  their  loyalties. 

And  then,  as  improvements 
began  to  show,  many  business 
travelers  who  had  once  given  up  in 
frustration  began  returning  to 
Pan  Am. 

And  now,  a  new  generation  of 
business  travelers  is  discovering 
Pan  Am.  And  they  are  not  being 
disappointed. 

By  heritage,  this  is  a  long  distance 
airline. 

We  have  drawn  on  that  heritage 
to  redefine  Pan  Am  and  once  again 
provide  the  long  distance  traveler 
with  his  or  her  "own"  airline. 

Following  are  some  considera- 
tions you  may  wish  to  take  into 
account  when  booking  your  next 
flight. 


EVERY  TIME  ZONE  CROSSED 
WILL  EXACT  ITS  TOLL. 

Add  to  that,  seemingly  endless 
hours  of  sitting  in  tight  spaces,  and 
you  have  one  wrung-out  business  trav- 
eler heading  off  the  plane  into  the  fray. 

Which  is  precisely  why  this 
airline  does  not  skimp  on  such  a  big 
thing  as  a  few  little  inches. 

In  Business  Class  (our  Clipper 
Class),  the  seat  width  is  every  bit  the 
equal  of  those  in  First  Class  on  most 
domestic  airlines. 

And  at  21-22  inches  wide, 
surpasses  the  Business  Class  seats  of 
sucn  international  carriers  as  British 
Airways,  Swissair,  and  Air  France, 
who  provide  18-20  inch  seats. 

Also  critical  to  long  flight 
comfort  is  elbow  room. 

In  Pan  Am  Clipper  Class, you'll 
never  be  seated  in  the  middle, 
because  there  is  no  middle. 

Its  two-by-two  seating  (six 
across)  exclusively  and  everybody 
has  an  aisle  or  window  seat. 

Again,  for  comparison,  British 
Airways  and  Luftnansa  crowd  in  as 
many  as  seven  and  eight  across, 
respectively. 

We  cannot,  in  this  space,  do 


justice  to  our  First  Class  service. 

But  Pan  Am  First  Class  (historic- 
ally the  industry  standard-bearer)  has 
been  so  improved  and  refined  that 
we  truly  hope  you  will  one  day  have 
the  good  fortune  to  experience  it. 

"LIVING  SPACE"  AND  THE 
LONG  DISTANCE  TRAVELER. 

No  matter  how  wide  and 
comfortable  the  seat,  it's  going  to 
"shrink"  on  a  long  flight  if  it  isn't 
surrounded  by  adequate  space. 

Which  is  why  Pan  Am  flies  only 
wide-body  aircraft  on  long  distance 
flights. 

Our  fleet  of  Boeing 747's  (which 
Pan  Am  helped  design,  and  then 
introduced)  is  one  of  the  largest  in 
the  air. 

As  part  of  our  ongoing  renewal 
program,  33  of  our747's  have  been 
completely  refurbished  with  new 
interiors  and  the  latest  in  electronic 
equipment. 

The  remaining  two  will  be 
completed  this  spring. 

The  only  aircraft  to  rival  the 747 
in  popularity  is  the  spacious  wide- 
body  Airbus. 

We  now  operate  nineteen  new, 
technologically  advanced  Airbus 


A310s.The  largest  fleet  across  the 
Atlantic. 

Significantly,  our  fleet  is  growing 
younger,  rather  than  older. 

NOT  ALL 

BUSINESS  TRAVELERS 

GET  TO  SIT  UP  FRONT 

In  fact,  most  don't.  We  not  only 
recognize  this,  we  have  developed 
an  Economy  Class  program  that 
goes  far  beyond  the  ordinary. 

It  starts  with  an  Economy  Class 
section  that  can  actually  handle  more 
seats  than  we're  willing  to  put  in. 

With  enrollment  in  Pan  Am 
WorldPass,  you  receive  all  the  time- 
and  hassle-saving  advantages  of 
privileged  check-in  and  priority 
baggage  handling. 

WorldPass  also  gives  you  the 
pleasure  of  ordering  your  meals  in 
advance  from  an  extensive  and 
exclusive  menu. 

Of  even  greater  importance  to 
Pan  Am  Economy  Class  passengers  * 
who  fly  with  us  very  frequendy  is 
our  special  way  of  saying  thank  you. 

And  that  is  WorldPass  Platinum, 
which  provides  free  upgrades  to 
Clipper  Class.  (And  if^ you're  already 
flying  Clipper  Class,  free  upgrades 
to  First  class.) 

By  being  aWorldPass  member, 
you'll  benefit  from  the  richest 
frequertt  traveler  program  in  the 
world. 

THE  MOST  THOROUGH 

AIRCRAFT  MAINTENANCE 

IN  THE  INDUSTRY. 

Through  thick  and  thin, 
through  every  management  change, 


one  area  of  Pan  Am  service  has 
remained  sacrosanct— the  service 
we  perform  on  our  aircraft. 

The  Pan  Am  maintenance 
program  always  has  and  will 
continue  to  set  industry  standards. 

Our  standards  are  so  high  that 
we  spend  more  on  maintenance  per 
aircraft  operating  hour  than  any 
other  U.S.  airline. 

They  are  so  high  that  thirty  of 
the  world's  airlines  bring  aircraft  to 
us  for  maintenance,  as  does  the  U.S. 
Air  Force. 

And  our  flight  training  stan- 
dards are  equally  high. 

We  are  currently  training  pilots 
for  twelve  major  airlines,  the  Royal 
Canadian  Air  Force,  and  the  most 
important  air  force  of  all — Air  Force 
One. 

IF  YOU'RE  GOING  THERE, 
WE  PROBABLY  ARE  TOO. 

We  fly  to  more  European  cities 
than  all  other  U.S.  airlines  combined. 

We  are  the  only  U.S.  airline 
serving  the  Soviet  Union  and  the 
only  U.S.  carrier  that  serves  virtually 
every  emerging  country  in  Eastern 
Europe. 

Out  of  Miami  we  now  fly  to  68 
international  destinations  and  27 
U.S.  cities. 

The  response  to  the  quality  of 
service  on  our  Pan  Am  Shuttle  has 
been  so  overwhelming  that  we 
carry  over  50%  of  the  Boston-New 
York-Washington  market. 

Domestically,  we  now  serve  40 
U.S.  cities  with  feeder  flights 
connecting  to  5  Pan  Am  interna- 
tional gateways. 

Systemwide,  Pan  Am  continues 


to  be  the  number  one  U.S.  airline  to 

the  world— flying  to 75  cities  in  47 
countries  on  four  continents. 

ONE  GOAL  MISSED, 
TWO  GOALS  SURPASSED. 

Due  to  setbacks,  we  didn't  come 
close  to  achieving  our  financial  goal 
in  1989,  which  you  probably  already 
know. 

However,  through  the  hard 
work  and  superlative  cooperation  of 
our  people,  we  surpassed  our 
growth  and  operating  goals;  and 
are  surpassing  them  again  in  1990. 

In  passenger  traffic,  January, 
1990  was  up  23%  over  January,  1989, 
and  February  was  up  26%. 

Clipper  Class  increased  by 26% 
and  First  Class  was  up  40%. 

Injanuary  and  February,  we 
recorded  the  best  on-time  perform- 
ance in  the  history  of  the  company, 
placing  us  among  the  top  three 
airlines  in  the  industry. 

In  baggage  handling,  a  very  crit- 
ical measure  for  most  travelers,  we 
have  now  led  the  industry  in  effi- 
ciency (fewest  mishandlings  per 
thousand  customers)  for  three  years 
in  a  row.  Which  is  an  industry  record. 

If  you've  been  flying  with  us,  we 
thank  you. 

If  you  haven't  been,  we  look 
forward  to  proving  ourselves  to  you. 

Again  and  again. 


Thomas  G.  Plaskett 

Chairman  and  Chief  Executive  Officer 

Pan  American  World  Airways,  Inc. 
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As  federal  payments  to  local  governments 
decline,  real  estate  taxes,  so-called  user  fees 
and  other  local  levies  are  creeping  higher. 

The  natives 
are  restless 


Tax  revolt  leader  Steven  Schlussel 

"For  many  people,  property  taxes  now  exceed  federal  income  taxes. 


By  Janet  Novack 


SINCE  ATTORNEY  Stevcn  Schlus- 
sel  moved  into  his  home  on 
New  York's  Long  Island  in 
1981,  his  real  estate  taxes  have 
climbed  from  $3,400  to  $8,300.  Sure, 
Schlussel  built  an  addition,  raising  his 
home's  value.  But  even  without  that 
addition,  his  taxes  still  would  have 
risen  85% — more  than  double  the  in- 
flation rate  in  that  period. 

"For  many  people,  property  taxes 
now  exceed  federal  income  taxes," 
grouses  Schlussel,  now  a  leader  in 
Long  Island's  growing  property  tax  re- 
volt. True,  Long  Island  has  some  of 
the  highest  property  tax  rates  in  the 
nation.   But  similar  complaints  are 


echoing  across  the  U.S. 

Here's  how  angry  the  taxpayers  are: 
The  Advisory  Commission  on  Inter- 
governmental Relations  asks  the  Gal- 
lup Organization  to  poll  Americans 
each  year  on  what  they  think  is  the 
worst  of  all  taxes.  In  1989,  for  the  first 
time  since  1978,  the  year  of  Califor- 
nia's big  property  tax  revolt,  more  tax- 
payers fingered  the  local  property  tax 
than  the  federal  income  tax. 

The  original  Reagan  Administra- 
tion tax  cuts  and  1986's  tax  reform, 
which  further  reduced  income  tax 
rates,  contributed  to  this  shift  in  sen- 
timent. The  share  of  national  income 
eaten  up  by  the  federal  individual  in- 
come tax  peaked  at  9.6%  in  1981,  and 
in  fiscal  year  1989  was  8.7%.  That 


drop  represents  a  lot  of  money — about 
$45  billion  lost  to  the  federal  coffer. 
At  the  same  time,  income  consvuned 
by  state  and  local  taxes  and  fees  rose 
9%,  growing  from  10%  to  10.9%  of 
gross  national  product. 

Most  of  the  extra  money  raised  by 
states,  cities  and  towns  made  up  for 
declining  federal  aid.  The  rest  helped 
<^pay  for  programs  that  Congress  or- 
dered but  didn't  foot  much  or  any  of 
the  bill  for:  improved  solid  waste  and 
sewage  dispo'sal;  asbestos  removal 
from  the  schools. 

There  is  no  longer  much  give  in  the 
federal  budget.  But  Washington  politi- 
cians are  addicted  to  passing  new  pro- 
grams and  appeasing  special  interests. 
So  they  pass  laws  and  send  the  bill  to 
business  and  to  state  and  local  govern- 
ment. State  pols,  too,  like  to  hand  out 
benefits  they  don't  pay  for.  "The  fed- 
eral and  state  governments  continue 
to  place  more  mandates  that  have 
price  tags  and  simply  do  not  send  the 
money,"  sighs  San  Antonio  Mayor 
Lila  Cockrell. 

So  the  continuing  demand  for  ser- 
vices hits  harder  at  local  taxpayers.  In 
New  York,  for  instance,  cities  and 
villages  now  get  only  25%  of  their 
budgets  from  federal  and  state  aid, 
down  from  40%  a  decade  ago.  Rather 
than  cut  spending  accordingly,  over 
the  last  three  years  87%  of  local  com- 
munities have  raised  real  estate  tax 
rates  by  an  average  of  24% . 

Knowing  the  voters'  antipathy  to 
higher  taxes,  the  local  politicians  are 
showing  lots  of  ingenuity  in  collect- 
ing new  money.  They  are,  for  exam- 
ple, relying  on  user  fees  and  special 
assessments  for  everything  from  golf 
courses  to  trash  pickup  and  imposing 
heavy  taxes  on  new  development 
(Forbes,  Nov.  14,  1988). 

In  addition  to  user  fees,  local  offi- 
cials use  tricks  to  disguise  the  real 
estate  tax  bite,  such  as  more  frequent 
(and  thus  less  dramatic)  reassess- 
ments. They  have  also  targeted  com- 
mercial and  industrial  property.  "Fac- 
tories don't  vote,  neither  do  shopping 
centers  nor  commercial  office  build- 
ings," observes  Wayne  Tcnenbaum, 
chairman  of  Tenenbaum-Hill  Asso- 
ciates, Inc.,  a  Kansas  City,  Mo. -based 
firm  that  files  assessment  appeals  na- 
tionwide for  increasingly  rebellious 
commercial  and  industrial  property 
owners. 

What's  more,  local  sales  taxes  have 
proliferated,  allowing  many  counties 
and  towns  to  rely  less  on  the  hated 
property  tax  than  in  the  early  1970s. 

Still,  the  real  estate  tax  burden  has 
grown.  After  being  cut  down  to  size  in 
the  1970s  during  the  last  local  proper- 
ty tax  revolt,  the  real  estate  property 
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How  an  Ameritech  communications  system 
keeps  John  Deere  running  in  high  gear 


When  John  Deere  wanted  a  voice  and  data  system 
linidng  14  locations  today  and  many  more  tomorrow,  they 
needed  a  company  that  could  think  big.  A  company  that 
would  take  them  into  the  future. 

They  chose  Ameritech. 

The  solution  was  a  custom-designed  communications 
system  that  tould  transmit  volumes  of  information 
rapidly.  A  system  that  could  add  features  easily,  expand 
locations  effortlessly.  A  system  always  geared  for  growth. 


Because  with  communications,  like  anything  else,  you 
reap  what  you  sow. 

Ameritech  provides  communications  solutions  for  John 
Deere  and  many  other  business  customers.  To  learn  more 
about  how  Ameritech  is  positioned  to  meet  the  needs  of  the 
Information  Age,  contact: 

Director-Investor  Relations 
Ameritech,  30  S.Wacker  Drive,  R3500 
Chicago,  Illinois  60606  312/750-5353. 


Solutions  that  work 


^sMEStSTECH 


Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell  •  Ameritech  Applied  Technologies 

Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development  •  Ameritech  Information  Systems 

Ameritech  Mobile  Communications  •  Ameritech  Publishing  •  Ameritech  Services  •  Tigon  Voice  Messaging 
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State  and  local  govemmeiits  get  less  and  tax  mmre 


As  federal  aid  to  state  and  local  governments  has  declined  over  the  last 
decade,  property  and  other  local  taxes  have  increased.  Below  are  the  six 
areas  that  have  boosted  real  estate  levies  the  most. 


Federal  aid  to  state  and  local  governments  per  $100  of  personal  income 
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Percent  increase  in  property  taxes  per  $100  of  personal  income  (1980  to  1988) 
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Source;  Steven  Gold.  National  Conference  of  State  Legislatures 


tax  has  become  "the  comeback  kid  of 
the  1980s/'  says  Steven  Gold,  director 
of  fiscal  studies  for  the  National  Con- 
ference of  State  Legislatures.  In  1972 
local  officials  collected  an  average  of 
$4.74  in  property  taxes  for  every  $100 
of  personal  income.  By  1982  that  had 
fallen  to  $3.26.  But  by  1988  it  had 
crept  back  up  to  $3.51  per  $100  of 
income.  And  that  8%  real  increase 
doesn't  tell  the  entire  story,  because  it 
was  held  down  by  states  with  proper- 
ty tax  limits  from  prior  revolts.  In 
Texas,  school  property  tax  rates  have 
increased  an  average  64%  since  1983. 

Now  the  taxpayers  are  starting  to 
retaliate.  In  Texas,  since  1982,  voters 
have  been  able  to  force  a  tax  rollback 
election  in  any  district  that  raises  real 
estate  taxes  more  than  8%.  A  record 
37  rollback  elections  are  being  held 
this  year.  So  far,  20  of  35  rollbacks 
have  passed,  with  San  Antonio  voters 
ordering  a  rollback  by  a  2-to-l  margin. 
A  statewide  reassessment  in  Kansas 
sparked  so  much  anger  that  the  gover- 
nor there  has  proposed  a  constitution- 
al amendment  rolling  back  local  prop- 
erty taxes  20% . 

Up  and  down  the  East  Coast,  local 
revolts  are  breaking  out.  New  Jersey 
voters  rejected  more  school  budgets 
last  year  than  in  more  than  a  decade. 
In  the  Maryland  suburbs  of  Washing- 
ton,     D.C.,      angry      homeowners. 


shocked  by  assessment  increases  of 
more  than  100%  in  some  cases,  are 
pushing  for  a  charter  change  limiting 
property  tax  hikes.  "More  than  I've 
seen  in  the  last  15  years,  there  is  a 
groundswell  movement  on  the  prop- 
erty tax,"  says  John  Andrews,  execu- 
tive director  of  the  New  Hampshire 
Municipal  Association,  which  repre- 
sents local  towns.  Joel  Cogen,  execu- 
tive director  of  Connecticut's  Confer- 
ence of  Municipalities,  says  more  lo- 
cal officials  in  that  high-property-tax 
state  were  ousted — or  decided  not  to 
run  again — in  last  November's  elec- 
tions than  at  any  time  in  the  past  two 
decades. 

Signs  taxpayers  are  mistrustful  and 
restless  arc  everywhere.  Last  year,  for 
example,  voters  soundly  defeated  pro- 
posed tax  overhauls  in  Louisiana, 
Pennsylvania  and  Oregon  and 
trounced  tax  hikes  for  education  in 
Michigan  and  for  children's  welfare 
programs  in  Washington  State. 

The  voters  themselves  seem  ambiv- 
alent. On  the  one  hand,  many  of  them 
keep  demanding  more  services;  on  the 
other  hand,  they  don't  want  to  pay  for 
them.  Sure,  in  some  cases  local  gov- 
ernments could  provide  services  more 
cheaply.  But  in  a  democracy  it  is  a  lot 
easier  to  increase  government  spend- 
ing than  it  is  roll  it  back.  So  the  tax 
revolt  gathers  steam.  ■ 
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Enrique's  painting  just  grabbed  me  right  away.  It  was  Mexico. 

^  ^  The  color.  The  sunshine.  That  sense  of  history  in  every  building.  %  % 

And,  more  than  anything,  the  painting  had  that  welcoming,     ^  ^ 

homey  feeling  I  felt  everywhere  in  Mexico.  I'm  no  art  expert. 

But  I  know  what  I  like.  And  I  really  like  Mexico. 

ComQ.  Fqqltho  ujflRmTH  oFfllexico. 


'^     -'iir':: 
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For  more  information,  call  your  travel  agent  or  write  to: 

Mexico  Tourism  Office.  P.O  Box  9013-1.  East  Setauket.  NY  11733. 
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Turismo  de  Mexico. 


"Art 

will  always 

be  art." 

Johann  Wolfgang  von  Goethe 


Mercedes-Benz  cars  have  always  been 
among  the  most  sophisticated  and  fascinat- 
ing automobiles  of  their  time. 
Spanning  more  than  a  century,  the  history  of 
Mercedes-Benz  is  a  chronicle  of  pioneering 
achievements  in  automotive  technology: 
From  the  first  protective  safety  body  to  the 
electronically  controlled  Seatbelt  System,  the 
Airbag  and  the  Anti-lock  Braking  System. 


■ 


Daimler-Benz  AG,  P.O.  Box  800230,  D-7000  Stuttgart  80,  Federal  Republic  of  Germany 


The  history  of  Mercedes-Benz  is  a  portfolio 
of  classic  design.  Never  merely  following 
temporary  fashion  trends,  but  always  retain- 
ing the  distinctive  character  and  identity  of 
the  marque. 

Daimler-Benz,  the  parent  company  of 
Mercedes-Benz,  is  committed  to  its  leading 
role  in  the  automotive  world. 


The  automobile  is  and  will  remain  the 
driving  force  at  Daimler-Benz. 
Yet  Daimler-Benz  is  more  than  just 
automobiles.  Daimler-Benz  is  aerospace, 
aviation,  advanced  electronics  and  com- 
munications. With  all  of  these  resources  at 
their  disposal.  Mercedes-Benz  engineers  will 
continue  the  science  -  and  art  -  of  creating 
the  world's  finest  automobiles. 


DaimlerBenz 


Here's  a  neat  way  for  dealmakers  to  bail 
out  of  so-so  deals  without  losing  money: 
fust  stiff  your  junk  bond  holders.  Arthur 
Goldberg  can  show  how  ifs  done. 


Let  'em  eat  junk 


By  PhjrlUs  Berman 


P^  ERHAPS  International  Controls 
"  should  have  changed  its  name. 
The  company  was  founded  by  the 
notorious  crook  Robert  Vesco,  who 
now  cowers  in  Cuba  under  the  protec- 
tion of  his  fellow  gangster,  Fidel  Cas- 
tro. Vesco  absconded  to  the  Bahamas 
in  1973  after  having  looted  hundreds 


of  millions  of  dollars  from  Investors 
Overseas  Services,  Bernard  Comfeld's 
crashed  mutual  fund  empire. 

When  Vesco  took  to  his  heels,  he 
left  behind  an  International  Controls 
that  owned  a  valueless  38%  stake  in 
los,  plus  a  collection  of  small  compa- 
nies. International  Controls  appeared 
moribund.  It  was  saddled  with  multi- 
million-dollar lawsuits  brought  by  los 


liquidators  and  had  a  mere  $7  million 
in  equity  against  $48  million  in  debt. 

But  International  Controls  sur- 
vived. Vesco's  shares,  which  had  once 
been  almost  worthless,  hit  a  high  of 
24  in  1981,  and  the  company,  under 
the  management  of  Elmer  Sticco,  an 
operating  executive,  became  a  profit- 
able little  defense  contractor.  In  1984 
«it  earned  $8  million  on  sales  of  $138 
million,  was  almost  debt  free  and  had 
$10  million  in  cash. 

But  bad  luck  seems  to  cling  to  the 
name.  In  1985  Arthur  M.  Goldberg,  a 
small-time  greenmailer,  appeared  on 
the  scene.  Goldberg,  48,  is  head  of 
Arveron  Investments  Inc.,  an  invest- 
ment company  based  in  New  Jersey. 

Goldberg  had  a  history  of  nipping  at 
companies,  taking  bites  big  enough  to 
hurt,  then  selling  out  at  a  profit  to 
raiders  or  management  once  he  had 
put  the  company  into  play.  He  did  it 
to  Fox-Stanley,  G.C.  Murphy  and 
Great  Lakes  International,  among 
others.  At  no  time,  even  if  he  had 
landed  a  seat  on  the  board  or  a  posi- 
tion in  management,  did  he  show  any 
interest  in  running  any  of  these  com- 
panies. Goldberg  was  a  small  but  ac- 
complished greenmailer. 


Frcdrtch  Canior 


Greenmailer  Arthur  M.  Goldberg 

An  intricate  way  out  of  a  so-so  deal. 
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After  20,000  miles  on  other  airlines, 
you'll  still  be  looking  at  this  in  a  magazine. 


With  Northwest 
WorldPerks®  free 
travel  program, 
earning  free  trips 
is  fast  and  easy. 
After  20,000  miles,  you  can 
fly  free  to  any  one  of  over  200 
U.S.  cities.  To  make  things 
faster,  awards  are  issued  auto- 
matically With  more  miles, 
you  can  earn  trips  to  places 
like  Europe,  Asia,  Hawaii, 
Mexico  and  the  Caribbean. 
Still  dreaming  of  a  free  trip 
on  another  airline?  With  us, 
you  could  be  there.  Enroll 
in  WorldPerks  on  your  next 
flight,  or  call  1-800-678-2700, 
extension  500. 
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NORTHWEST  AIRLINES 


The  junk  bond  era,  now  drawing  to 
a  close,  made  for  happy  hunting  for 
people  like  Arthur  Goldberg.  The 
mere  threat  of  a  Goldberg  takeover 
earned  him  generous  greenmail.  Or  if 
he  did  gain  control  of  a  company, 
Goldberg  might  borrow  heavily 
against  the  assets  and  use  the  money 
to  make  acquisitions. 

International  Controls  looked  in- 
teresting to  Goldberg.  He  and  Uzi 
Zucker,  a  senior  managing  director  of 
Bear,  Steams,  teamed  up  with  other 
Bear,  Steams  executives  to  buy  22% 
of  International  Controls  on  the  open 
market.  In  1985,  after  Chief  Executive 
Elmer  Sticco  suffered  a  series  of  heart 
attacks,  Goldberg  convinced  the 
board  to  make  him  chief  executive 
officer. 

He  also  convinced  the  company  to 
grant  him  and  his  partners  options  to 
purchase  an  additional  7%  of  the 
company,  some  330,000  shares,  at 
then  market  prices. 

Now  to  fatten  the  company  for  the 
kill.  In  1985  Goldberg  bought  Trans- 
way  International,  a  maker  of  high- 
way truck  trailers  and  a  large  propane 
distributor,  for  $337  million  in  cash 
and  notes.  International  Controls 
swelled  from  revenues  of  $166  mil- 
lion to  revenues  of  $1  billion.  Stimu- 
lated by  this  activity  and  the  prospect 
of  the  company's  being  taken  private. 


International    Controls'    stock    rose 
from  16  to  28. 

In  early  1987  Goldberg  and  his  play- 
mates decided  to  take  the  company 
private.  Goldberg  had  the  company 
offer  $32  per  share  to  the  other  stock- 
holders. The  shareholders  laughed  at 
the  offer — and  filed  five  separate  class 
action  suits.  Goldberg  finally  came 
back  with  an  offer  of  $44  a  share,  for 


Goldberg  threw  the 
machine  into  reverse. 
Instead  of  buyit^  com- 
paniest  he  began  selling 
them.  By  the  end  of  1988 
International  Controls  had 
just  one  bMisiness  left.  The 
company  w€is  still  saddled 
with  $360  million  in  debt, 
but  it  also  had  $157 
million  in  cashfrom. 
the  divestitures. 

the  publicly  held  71%  of  the  stock, 
and  the  shareholders  accepted.  Where 
did  International  Controls  get  the 
money  to  buy  out  the  majority  of  its 
shares?  It  borrowed  from  banks.  At 
this  point  the  company  had  total  debt 
of  $427  million,  a  daunting  16  times 
its  equity. 

Alas  for  Goldberg — the  stock  mar- 
ket crashed  a  few  months  later,  and 


the  leverage  game  began  to  look  too 
risky.  Goldberg  threw  the  machine 
into  reverse.  Instead  of  buying  compa- 
nies, he  began  selling  them.  Out  went 
such  International  Controls  divisions 
as  Tropigas  International  (for  $175 
million)  and  Great  Dane  Finance  (for 
$66  milhon).  By  the  end  of  1988  Inter- 
natiofial  Controls  had  just  one  busi- 
'hess  left.  Great  Dane,  a  maker  of 
truck  trailers  that  it  had  acquired  in 
the  Trans  way  deal.  The  company  was 
still  saddled  with  $360  million  in 
debt,  but  it  also  had  $157  million  in 
cash  from  the  divestitures. 

Goldberg  and  his  partners  couldn't 
get  at  the  cash  because,  most  likely, 
the  bank  debt  covenants  prevented 
them  from  doing  so.  Enter  now  Mar- 
tin Solomon,  who  had  once  been  fi- 
nancial adviser  at  los  for  Vesco.  Solo- 
mon, a  government  witness  in  the 
Vesco  case,  had  been  bouncing  around 
Europe  and  the  U.S.  ever  since  giving 
his  testimony  in  1973.  He  had  a  series 
of  jobs  but  never  made  big  money 
until  last  year,  when  he  and  three 
partners  teamed  up  with  Goldberg 
and  his  partners. 

Solomon  and  his  partners  had  done 
a  $60  million  buyout  of  Checker  Mo- 
tor Co.  in  1986  in  a  deal  leveraged  30- 
to-1.  Checker  Motor  is  the  dominant 
taxicab  company  in  Chicago  and  the 
owner  of  a  property  and  casualty  in- 
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surer  that  underwrites  taxicab  liabil- 
ity, among  other  things.  In  early  1989 
Solomon  and  his  partners  were  ready 
to  cash  out,  at  least  in  part. 

Solomon  and  Goldberg  got  together 
and  cooked  up  an  intricate  deal.  It 
went  like  this:  International  Controls 
acquired  Checker  Motors  for  $135 
million  in  cash.  (Remember,  Interna- 
tional Controls  had  $157  million  on 
hand.)  At  the  same  time,  Solomon  and 
his  three  partners  formed  a  new  com- 
pany, Checker  Holding,  which  ac- 
quired all  of  the  equity  in  Internation- 
al Controls  for  $45  million  from  Gold- 
berg and  his  partners  at  Bear,  Steams. 
Then  Checker  Holding  was  merged 
into  International  Controls. 

Here  was  the  score:  Goldberg  and 
his  partners  pocketed  the  $45  million, 
which  they  split  60-40,  respectively. 
It  wasn't  a  killing,  since  it  had  proba- 
bly cost  them  around  $26  million  to 
buy  their  29%  stake,  but  a  19%  annu- 
al return  over  three  years  was  far  bet- 
ter than  the  loss  they  faced  in  the 
deteriorating  condition  of  the  compa- 
ny. Solomon  and  the  rest  took  $90 
million  in  cash  out  of  the  company.  In 
addition.  Bear,  Steams  earned  $2  mil- 
lion in  fees  on  the  transaction,  and 
Goldberg  picked  up  a  $2  million  con- 
sulting contract  plus  a  $1.5  million 
termination  fee. 

Martin  Solomon  and  his  partners 


still  controlled  the  highly  leveraged 
company.  But  remember,  it  all  started 
a  few  years  earlier  with  an  estimated 
$2  million  equity  stake. 

Unlike  the  bank  loans,  the  junk 
bonds,  underwritten  by  Bear,  Steams, 
didn't  have  protection  against  the 
stripping  of  assets. 

What's  left?  International  Controls 
now  owns  Checker  Motors,  its  insur- 


Goldberg  and  his  partners 
pocketed  $45  million, 
which  they  split  60-40, 
respectively,  Solomon  and 
his  partners  took  $90 
million  in  cosh.  Bear, 
Steams  earned  $2  million 
in  fees  on  the  transaction, 
and  Goldberg  picked  up  a 
$2  million  consulting 
contract  plus  a  $1.5 
m.illion  termination  fee. 

ance  operation  and  Great  Dane,  the 
truck  trailer  manufacturer.  As  of  Jan- 
uary 1 990,  one  year  after  the  deal,  the 
$600  million  (sales)  operation  had  to- 
tal debt  of  $400  million,  $280  million 
of  which  is  publicly  traded  junk. 
Shareholders'  equity  was  a  negative 
$113  million.  Cash  flow  may  cover 
interest  charges  this  year,  but  next 
year,  when  the  company's  \AVi%  sub- 


ordinated discount  debentures  begin 
paying  interest,  there  may  not  be  cash 
to  cover  interest  and  principal. 

Since  cashing  out  of  International 
Controls,  Arthur  Goldberg  has  moved 
on  to  other  prey,  with  a  helping  hand 
from  his  friendly  bankers  at  Bankers 
Trust.  He  recently  announced  that  his 
hostile  bid  for  DiGiorgio,  a  San  Fran- 
cisco food  and  building  materials  sup- 
plier, was  successful.  Solomon  and 
his  partners?  Using  some  of  the  mon- 
ey they  took  from  International  Con- 
trols, they  recently  won  a  messy 
proxy  fight  to  wrest  the  Xtra  Corp. 
from  its  longtime  management. 

Nice  recovery!  Goldberg  and  his 
partners  squirm  out  of  a  tight  situa- 
tion with  a  reasonable  profit;  and 
Martin  Solomon  and  his  partners 
make  a  huge  profit.  And  who  was  left 
holding  the  bag?  The  junk  bonds, 
which  were  sold  to  gullible  investors 
at  par,  were  trading  recently  at  around 
30  cents  on  the  dollar. 

But  wait,  we  haven't  finished.  Late 
last  month  International  Controls  an- 
nounced it  had  arranged  bank  loans  to 
finance  open  market  purchases  of  the 
deeply  discounted  bonds.  Nice  trick. 
The  company  borrows  money  and 
gets  to  pay  it  back  at  30  cents  on  the 
dollar.  Somebody  is  being  taken  here, 
and  it  isn't  Martin  Solomon  or  Arthur 
Goldberg.  ■ 


Introducing  Master  RoadAssist™ 

Only  one  Gold  Card  picks  you  up  when 
your  car  breaks  down.  Gold  MasterCard! 


Now  help  is  just  a  phone  call  away.  24  hours  a  day. 

Any  time  of  the  day  or  night,  nationwide.  Gold  MasterCard 
comes  to  your  rescue  with  emergency  roadside  assistance.  Call 
1-800-MC  ASSIST  and  towing  arrangements  will  be  made   % 
immediately.  Not  only  is  the  towing  charge  generally  below  market   % 

rates,  it's  billed  directly  to  your  account.  So  there's  no  need  to    _^-^'^-'%^. 
worry  about  cash.  Master  RoadAssist  only  from  Gold  MasterCard.  '^ 

Gold  MasterCard.     , 
The  Best  Gold  Card  To  Master  The  Moment:" 

'  Certain  conditions  and  limitations  apply.  Response  time  may  vary  depending  upon  weather  conditions,  time  and  location 

Gold  MasterCard  cardtiolders  may  call  1-800-MC  ASSIST  (or  full  terms  and  conditions  or  otfier  details 


THE  TRAVELERS  RANKED  AS  ONE  OF 

AMERICA'S  TOP  INVESTMENT  MANAGERS 

IN  1989.  AND  IN  1988, 198:^  1986... 


THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND/ 
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As  one  of  America's  leading  institutional  investors,  w^e  have  helped  the  assets  of 
over  5,000  customers  grow.  Our  Diversified  Portfolio  Management  program  is  a  striking 
example  of  our  strength  and  expertise  in  this  field,  ranking  in  SEFs*  top  quartile  for  the 
last  5  years. 

This  consistent  strength  and  emphasis  on  performance  underlies  all  our  products 
and  services.  We  back  them  w^ith  125  years  of  experience,  a  commitment  to  customer 
service,  and  the  powder  of  our  $50  +  billion  in  assets. 

J^      This  makes  The  Travelers  a  wise  choice  for  your  company's  insurance,  investments 
iarid financial  services.  And  an  imperative  choice  for  your  financial  peace  of  mind. 


*Balanredfund  unkverst'     The  Travelers  Companies,  Hartford,  Connecticut  06183 
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The  Larger  Context 


By  Michael  Novak 


Why  do  people  seem  so  sour  in  socialist 
societies?  Why  do  they  so  seldom  smile? 


MARKETS  MAKE 
PEOPLE  SMILE 


cording  to  his  needs")  encounter 
two  difficulties.  First,  "needs"  are 
infinite,  elastic  and  insatiable.  Sec- 
ond, to  make  the  state  responsible 
for  supplying  the  satisfaction  of 
needs  engorges  the  state  and  dimin- 
ishes the  individual;  nothing  be- 
longs to  anyone  and  everyone  is 
made  dependent.  Alienation  and 
loss  of  dignity  are  bound  to  ensue; 
their  natural  expression  is  sourness. 

By  contrast,  markets  bring  people 
together  to  make  their  ovi^n  deci- 
sions, on  their  ov^n  terms,  in  an 
environment  in  Mrhich  each  has  in- 
centive to  vk^oo  others'  consent. 
Markets  bustle;  they  bring  people 
out  of  isolation;  they  instruct,  lure 
and  challenge.  Markets  aim  at  mu- 
tual consent  and  work  best  when 
two  happy  partners  conclude  their 
transaction  with  a  smile  and  cher- 
'ish  the  wish  to  do  business  together 
on  another  day. 

True,  buying  a  new  product  in  an 
area  we  know  little  about — buying  a 
first  personal  computer,  e.g. — can 
be  intimidating.  And  buying  a  used 
car,  or  buying  a  gift  for  one's  spouse, 
can  be  risky.  In  our  vulnerability, 
we  fear  being  taken  advantage  of, 
and  we  feel  dependent  upon  kindly, 
knowledgeable  and  patient  sales  as- 
sistance. This  very  fear,  however, 
highlights  the  challenge  that  mar- 
kets provide;  they  test  our  knowl- 
edge, our  resolution  and  our  practi- 
cal wit.  They  put  us  on  our  mettle. 
In  a  socialist  system,  shopping 
tests,  not  mettle,  but  patience. 

Some  of  my  religious  friends 
make  fun  of  "the  consumer  cul- 
ture." So  what  do  they  expect  peo- 
ple to  do  when  they  are  at  peace — 
tend  to  their  farming?  They  seem  to 
have  an  agrarian  view  of  life,  han- 
kering for  shepherds  and  growers. 


I  was  sorry  that  Nelson  Mandela, 
who  came  out  of  prison  praising 
Marxist  solidarity,  did  not  know 
about  the  opening  of  McDonald's  in 
Moscow.  "This,"  said  one  smiling 
Russian  woman,  emerging  from  the 
fast-food  outlet,  "is  what  we  call  a 
high-class  restaurant." 

McDonald's  in  Moscow  is  bright, 
colorful,  clean,  friendly  and  large, 
but  it  is  certainly  not  what  South 
Africans,  white  or  black,  would  call 
a  high-class  restaurant.  Only  the 
surrounding  failure  of  socialism 
makes  it  seem  so.  In  a  society  where 
a  smiling  attendant  is  a  rarity, 
McDonald's  is  a  very  happy  place. 

But  why  on  earth  is  socialist  ser- 
vice so  unsmiling?  The  philosopher 
Giovanni  Sartori  was  the  first  to 
notice  a  paradox:  Nonmarket  soci- 
eties that  boast  of  achieving  a  high- 
er level,  of  "community"  end  up 
driving  individuals  into  sour  disap- 
pointment, but  markets  make  peo- 
ple smile. 

The  secret  behind  this  paradox  is 
easy  to  grasp.  Socialist  systems 
(which  promise  "to  everyone  ac- 


Philosopher'jourruilist  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  Among  his 
recent  books  are  Taking  Glasnost  Seriously 
and  Free  Persons  and  the  Common  Good. 


They  do  not  recognize  that  for  most 
people  today  economic  work  in 
times  of  peace  means  exchanging 
goods  and  services. 

Few  people  today  live  like  Robin- 
son Crusoe.  They  are  not  autarkic 
suppliers  of  their  own  necessities. 
Because  their  needs  are  many  and 
complex,  they  are  bound  to  spend  a 
certain  amount  of  time  in  trade. 
Such  commerce  is  peaceful,  law- 
like, civil,  reasoned,  challenging,  of- 
ten delightful — so  what,  precisely, 
is  the  religious  objection  to  it? 

No  doubt,  religious  leaders  want 
consumers  to  keep  their  priorities 
in  order.  Yet  high  on  any  responsi- 
ble adult's  list  of  priorities  is  to  sup- 
port his  own  family's  complicated 
activities.  One  child  wants  to  be  a 
forest  ranger,  one  is  a  pianist  and 
another  likes  to  rebuild  old  automo- 
biles for  resale:  The  diversity  and 
costs  of  such  educational  pursuits 
stretch  the  minds — and  the  wallets 
and  energies — of  most  parents. 

Why  don't  religious  leaders  ask 
themselves:  Just  what  is  the  alter- 
native to  commerce?  The  sourness 
of  socialist  societies?  The  impover- 
ished agrarian  societies  of  the  Third 
World?  Compared  with  commerce, 
is  there  some  other  human  activity 
more  suitable  as  the  basis  of  a  dem- 
ocratic and  arts-loving  society?  As 
Montesquieu  wrote,  "Wherever  the 
ways  of  man  are  gentle,  there  is 
commerce,  and  whenever  there  is 
commerce,  the  ways  of  men  are 
gentle." 

The  hidden  secret  unknown  to 
Marxists  and  traditionalists  alike  is 
that  many  aspects  of  capitalism  are 
fun.  Business  is  a  challenge.  It  can 
be  like  a  sport.  Those  who  take 
pride  in  it  have  to  make  many  wa- 
gers, hoping  against  hope  that  what 
they  set  out  to  do  will  succeed,  de- 
spite the  odds.  Behind  every  suc- 
cessful entrepreneur  there  stands  a 
small  band  of  friends  and  colleagues 
telling  him  he's  wrong.  And  some- 
times these  friends  are  right. 

I  recall  a  "Peanuts"  cartoon  in 
which  Charlie  Brown,  after  striking 
out,  is  consoled  by  Lucy:  "That's  all 
right,  Charlie  Brown.  You  win 
some,  you  lose  some."  He  replies: 
"That  would  be  wonderful!"  And 
wonderful  it  is.  The  best-kept  secret 
of  business  is  how  much  fun  it  is. 

The  people  of  the  world  seem  to 
know  this.  They  keep  migrating  to- 
ward the  fun.  And  they  keep  voting 
for  capitalist  systems — from  Nica- 
ragua to  East  Germany — every  time 
they  get  the  chance.  ■ 
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BY      NED      HAMSON 

Two  years  ago,  Tom 
Peters  noted,  "1988. 
Maybe,  just  maybe, 
this  will  be  the  year 
that  American  business  leaders  start 
taking  quality  seriously."  Consequent- 
ly, several  surveys  have  determined 
that  these  leaders  now  are  taking  quali- 
ty seriously,  but  just  how  seriously  in 
terms  of  quickness  and  breadth  of  ac- 
tion is  not  so  certain.  Some  findings 
are  quite  disturbing;  others  are  more 
heartening  and  show  us  how  we  can 
answer  the  questions  of  the  new  mar- 
ketplace— now. 

On  the  disturbing  front,  consider  the 
following:  Studies  and  surveys  by  the 
General  Accounting  Office,  ODI  Inc., 
and  other  quality-oriented  organiza- 
tions indicated  that  nearly  90%  of  ex- 
ecutives from  the  top  500  American 
corporations  had  made  efforts  to  im- 
prove quality. 

This  should  have  heartened  the  97% 
of  congressional  and  U.S.  federal  offi- 
cials who,  in  answer  to  a  survey  com- 
missioned by  Dr.  Feigenbaum,  presi- 
dent of  the  General  Systems  Co.,  said 
quality  is  an  important  issue.  But  these 
same  studies  and  surveys  (GAO's 
ODl's,  AQP's  and  others)  also  indicat- 
ed that,  on  average,  only  25%  of  their 
employees  were  involved  in  formal, 
high-impact  quality  or  service  im- 
provement processes. 

Where  is  the  heartening  news  to  be 
found?  This  past  November,  Florida 
Power  &  Light  Co.  became  the  first  U.S. 
firm  to  challenge  and  win  Japan's  most 
prestigious  award  for  excellence — the 
Deming  Prize  (named  for  U.S.  quality 
expert  W.  Edwards  Deming). 

Also  this  past  fall,  the  really  heart- 
ening news  about  NASA's  1988-1989 
Excellence  Award  was  that  in  addition 
to  the  current  winner,  Lockheed  Elec- 
tronics, two  relatively  small  service 
companies,  EG&G-Florida  inc.  and 
Barrios  International,  stood  tall  among 
the  eight  finalists  for  NASA's  award. 


Illusirution  by  E.T.  Sicudman 


XEROX 


"In  the  race  for  quality 
there  is  no  finish  line" 


David  T.  Kearns, 

Chairman  and  CEO  Xerox  Corporation 


At  Xerox  Corporation's  Business 
Products  and  Systems,  our 
dedication  to  quality  is  a  never- 
ending  race. 

But  there  are  things  along  the 
way  that  tell  us  we're  on  the  right 
track.  Customer  satisfaction 
is  one.  Our  winning  the  Malcolm 
Baldrige  National  Quality 
Award  is  another. 


This  prestigious  award  was 
created  by  Congress  to  motivate 
American  companies  to  improve 
their  worldwide  competitiveness 
by  improving  total  quality 
management. 

At  Xerox,  we  call  this  process 
"Leadership  Through  Quality." 
It  means  our  employees 
continually  strive  to  listen  to 


customer  requirements  and  to 
meet  those  requirements. 

We  thank  our  employees  for 
making  that  commitment,  our 
suppliers  for  backing  it  and  our 
customers  for  demanding  it. 

They're  the  real  winners  of  this 

award. 

TEAM  XEROX. 


XEROX*  is  a  Iradtmark  of  XEROX  CORPORATION 
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Can  many  types  of  operations  suc- 
ceed in  applying  quality  and  participa- 
tion techniques?  Yes.  At  the  AQP's 
three  annual  conferences,  company's 
as  diverse  as  Big  Y  Supermarkets, 
Travelers  Insurance,  Hallmark  Cards, 
Weirton  Steel  and  Control  Data  have 
shown  that  they  are  and  have  been 
succeeding  quite  well. 

These  companies  are  no  longer 
among  just  a  few  models.  The  next  few 
pages  will  show  you  how  a  cross-section 
of  companies  are  improving  quality. 

Xerox  Corporation 

Xerox  is  a  company  that  takes  quali- 
ty seriously  and  has  acted  dramatically 
to  demonstrate  its  quality  beliefs.  Why 
and  how  did  this  winner  of  one  of  the 
1989  Malcolm  Baldrige  National  Qual- 
ity Awards  begin  its  intensive  team 
quality  process?  Paul  Allaire,  president 
of  Xerox,  says  that  for  "its  first  15 
years,  Xerox  was  without  equal,  best 
in  an  industry  whose  products  were 
synonymous  with  its  name.  But  chal- 
lenges did  come  in  the  mid-1970s  from 


Paul  Allaire 

President 
Xerox  Corp, 


foreign  and  U.S.  competitors  that  sur- 
passed Xerox  products  in  both  cost  and 
quality.  Xerox  launched  an  ambitious 
quality  improvement  program  in  1984 
to  arrest  its  decline  in  the  world  market 
it  created.  As  a  result,  Xerox  has  not 
only  halted  loss  of  world  market  share, 
but  also  reversed  it." 

Xerox  uses  the  following  six  princi- 
ples to  guide  its  quality  efforts: 


■  Customers  define  our  business. 

■  Success  depends  upon  the  involve- 
ment and  empowerment  of  trained 
and  highly  motivated  Xerox  people. 

n  Quality  is  on  the  line  by  the  line.  Line 
management  must  lead  quality. 

■  Management  develops,  articulates 
and  deploys  clear  direction  and  ob- 
jectives. 

■  Strategic  quality  challenges  are  iden- 
tified and  met. 

■  The  business  is  managed  and  im- 
proved by  using  facts. 

A  key  element  in  Xerox's  quality 
program  is  its  benchmarking  process. 
Allaire  notes  that  the  "the  company 
measures  its  performance  in  about  240 
key  areas  of  product,  service  and  busi- 
ness performance.  The  ultimate  target 
for  each  attribute  is  the  level  of  perfor- 
mance achieved  by  the  world  leader, 
regardless  of  industry.  The  .  .  .  bench- 
mark for  meeting  daily  production 
schedules,  for  example,  is  the  near- 
perfect  record  achieved  by. Cummins 
Engine  Co.  Similarly,  Xerox  studied 
L.L.  Bean  for  improvements  in  distri- 
bution and  American  Express  for  ex- 
pertise in  billing." 

Allaire  notes  that  Xerox  can't  rest  on 
its  accomplishments.  'Tt  would  be  ea- 
sy," Allaire  said,  "to  take  stock  of 
these  successes  and  declare  victory.  It 
would  be  easy,  but  it  would  be  wrong. 
We  are  just  beginning  to  fully  realize 
that  we  are  faced  with  a  never-ending 
spiral  of  increased  competition  and 
heightened  customer  expectations." 

Florida  Power  & 
Light  Company 

John  Simmons,  co-author  of  Wor/cm^ 
Together  Works,  was  in  Japan  when 
John  Hudiburg,  now  chairman  emeri- 
tus, accepted  the  Deming  Prize  on  behalf 
of  his  company  and  employees. 

Simmons  described  the  scene  in  a 
recent  article:  "Bowing  deeply  to  the 
Tokyo  audience,  John  Hudiburg  made 
management  history  on  Nov.  14, 1989. 
Hudiburg  .  .  .  was  accepting  the  Dem- 
ing Prize  on  behalf  of  the  first  non- 
Japanese  company  ever  to  win  the 
award.  The  audience  of  more  than  400 
Japanese  executives  -rose  to  its  feet 
with  enthusiastic  applause." 

What  did  competing  for  the  prize  do 
for  Florida  Power  &  Light?  Simmons 
says,  "Hudiburg  told  the  Tokyo  audi- 
ence that  our  progress  in  achieving  our 
goals  has  been  far  greater  during  1989 
than  in  any  prior  year." 

A  key  ingredient  to  FPL's  success 
has  been  full-time  management  in- 
volvement. Bob  Tallon,  FPL  president 
since  the  inception  of  FPL's  first  quali- 


ty improvement  process,  has  been, 
Simmons  notes,  "in  the  trenches  daily 
discussing  the  policy  deployment  re- 
views and  attending  quality  team  pre- 
sentations." FPL's  executive  presi- 
dent, Wayne  Brunetti,  notes  that  suc- 
cess in  quality  means  senior 
management  must  be  "really  commit- 
ted., and  this  means  going  to  classes 
and  running  reviews  yourself,  not  dele- 
gating." 

Another  key  to  FPL's  success  has 
been  employee  involvement.  Simmons 
notes  that  "functional  teams  work  on 
defining  and  solving  problems  within 


.I.J.  Hudiburg 

Chairman 
Florida  Power  & 
Light  Co. 


work  units.  Task  teams  are  formed  on 
an  ad  hoc  basis  and  often  cross  func- 
tional lines  to  solve  policy  deployment 
problems,  and  at  senior  management 
levels,  executives  are  assigned  im- 
provement objectives  that  are  cross- 
departmental." 

Both  Xerox  and  FPL  have  been  pur- 
suing quality  goals  for  a  number  of 
years  and  have  garnered  enviable  re- 
sults. J.I.  Case  Co.,  an  international 
designer  and  manufacturer  of  construc- 
tion and  agricultural  equipment,  has 
achieved  similar  results  in  just  two 
short  years. 

Quality  and  Participation: 
Rapid  Turnarounds  and 
Advances 

J.I.  Case  Company 

During  the  past  two  years  J.I.  Case 
Co.  has  been  involved  in  a  massive 
turnaround  that  has  moved  the  firm 
from  record  losses  to  record  earnings 
between  1987  and  1989  (an  income 
improvement  of  $485  million).  In  De- 
cember 1987,  the  company's  new  presi- 
dent and  chief  executive  officer,  James 
K.  Ashford,  challenged  the  company 
not  only  to  move  back  into  profitability 
but  to  move  into  a  leadership  role. 
Ashford's  fundamentals  for  Case's  re- 
turn would  be  quality,  cost  reduction, 
increased  sales,  huinan  resource  devel- 
opment and  asset  management.  Quali- 
ty, Ashford  determined,  would  drive 
the  other  four  fundamentals.  At  every 
opportunity,  Ashford  reminded  not  just 
top  management,  but  all  employees, 
that  quality  is  the  driver. 


Acall 

for  excellence 


Lately^  there^s  been  a  great  deal  written  about  the  emerging  ^^global 
economy^^  and  how  American  companies  need  to  make  themselves  more 
competitive.  NYNEX®has  always  placed  the  highest  premium  on  any 
company^s  foremost  competitive  advantage— customer  satisfaction. 

At  NYNEX^  we  build  partnerships  with  our  customers.  We  listen 
carefully  so  we  can  deliver  solutions  that  meet  their  evolving  needs.  This  is 
as  true  for  our  large  corporate  clients  as  it  is  for  each  residential  customer. 

This  spirit  of  partnership  is  reflected  in  every  division  of  the 
NYNEX  family  of  companies.  From  the  new  products  of  our  Science  and 
Technology  Center  to  the  software  of  the  BIS  Groups  Ltd.  We  are  empower- 
ing our  people  through  quality  improvement  teams  and  quality  in  daily 
work  to  meet  these  new  challenges.  The  NYNEX  quality  process  is  our 
bedrock  to  achieving  our  number  one  priority— customer  satisfaction. 

This  sense  of  caring  has  no  time  limit^  and  is  our  unconditional 
guarantee  of  excellence. 


The  answer  is 


©  1990  NYNEX  Corporation 


NYNEX 
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In  the  race  to  (juality, 
there  is  no  finish  Kne. 
|But  there  are 
front-runners. 


front-runners.  Quality  is  the 
heart  of  their  competitive  strategy.  It  drives 
them  to  the  head  of  the  pack.  And  keeps 
\  them  there. 

I       Since  1970,  ODl  has  been  right  there 
fc„  with  them.  We're  the  leader  in  Total  Quality 
L  implementation — in  making  quality 
Jhafpen.  Winning  companies  throughout 
^.  the  world  count  on  ODl's  Total  Quality 
onsulting  services,  quality  measure- 
lent  tools  and  skill-building  programs 
p  help  them  set  the  pace. 
^  The  race  to  quality  is  on.  And 
le  competition's  getting  tougher 
/ery  day.  Find  out  how  ODl 
^n  help  you  stay  in  front. 

**     For  detailed  case  studies  of 
Toted  Quality  implementatiom 
at  Federal  Express,  AF&T 
i  and  Union  Carbide,  call 
\  1-800-ODl-lNFO.  And 
,    <3sfe  about  the  next  ODl 
\  Fxecuti^/e  Briefing 

in  your  area. 


f*Di 


23  Mall  Road 

Burlington,  MA  01803 

l-800-ODl-lNFO 

In  Mass.  617-272-8040 

FAX  617-273-2558 

Offices  in  major  cities 

worldwide 


EHEllEIICE 


^^imin 


now: 


The  continuing  improvement  at 
Case  includes  its  employees  and  cus- 
tomers. On  the  employee  side,  Case 
has  followed  the  models  of  companies 
like  Ford,  with  its  Team  Taurus,  by 
involving  assembly  workers  in  the  pro- 
totype building  process.  Case,  like  oth- 
er quality  companies,  found  that 
throwing  engineering  plans  "over  the 
wall"  to  manufacturing  saps  a  com- 
pany's budget  and  leads  to  unexpected 
upstreaming  of  quality  problems  that 
either  delay  product  introduction  or 
drive  customers  to  competitors. 

On  the  customer  side,  Ashford  in- 
tentionally moved  prototypes  of  the 
company's  new  Maxxum  tractor  into 
customers'  hands  so  the  company 
could  take  advantage  of  suggestions 
for  improvement  before  entering  full 
production. 

Case's  vice  president  of  purchasing 


James  K.  AshTurd 

President  and 

Chief  Executive  Officer 

J.l.  Case  Co. 


and  administration,  Alfred  Mulvey, 
says,  "Employee  involvement  and 
much  closer  contact  with  customers  arc 
helping  to  raise  product  quality  to  lev- 
els never  before  achieved — levels  that 
really  do  put  us  in  a  position  of  leader- 
ship." At  Case  teamwork  is  not  rheto- 
ric; a  team  of  factory  workers  set  up  its 
own  machining  center  and  reduced  set- 
up on  a  particular  machine  from  three 
shifts  to  three  hours. 

nynf:x 

In  a  recent  article  on  leadership,  Phil 
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Crosby  asked  who's  driving  quality. 
At  NYNEX  it's  not  just  the  chairman 
and  chief  executive  officer,  William 
Ferguson,  striving  for  quality  improve- 
ment but  it's  also  the  set  of  practical 
priorities  and  processes  that  make  the 
philosophy  of  quality,  continuous  im- 
provement and  employee  empower- 
ment come  to  life. 

NYNEX  was  challenged  by  Fergu- 
son to  become  a  world  class  competi- 
tive company  in  an  address  he  made  to 
its  senior  managers  this  past  June.  In 
that  address,  he  outlined  how  the  com- 
pany would  meet  the  challenge.  The 
company's  four  priorities,  customer 
focus,  becoming  cost  competitive, 
growing  earnings  and  empowering  em- 
ployees, Ferguson  said,  could  only  be 
met,  "if  we  empower  our  employees  to 
achieve  those  priorities.  If  the  people 
in  this  room  are  the  only  people  in  the 


\VilliaiTi  Ferguson 

Chairman  and 

Chief  Executive  Officer 

NYNEX  Corp. 


corporation  with  power,  we  won't  get 
there." 

NYNEX 's  quality  improvement 
teams,  using  powerful  quality  tools 
and  principles,  are  already  racking  up 
significant  achievements.  This  past 
year,  as  an  example  of  its  team  efforts, 
four  teams  trained  by  the  company's 
quality  institutes  used  the  company's 
quality  definition  (meeting  the  require- 
ments you  agreed  upon  with  your  cus- 
tomers), tracked  their  quality  costs  and 
used  a  new  process  value  analysis  tool 
that  generated  results  ranging  from  op- 
erational savings  of  $1.7  million  to  a 
revenue  increase  of  $2.4  million,  set- 
ting up  the  first  paperless  service  order 
processing  center  in  the  company. 

Other  world-class  companies  in 
many  different  fields  are  also  support- 
ing the  improvement  process  at 
NYNEX.  Its  benchmarking  process 
not  only  compares  the  company 
against  competitors,  but  includes  at- 
tending national  quality  conferences, 
and  visiting  and  researching  how  com- 
panies like  .  L.L.  Bean,  Wal-Mart, 
UPS,  FPL  and  3M  improve  their  quali- 
ty and  achieve  excellence  in  aspects  of 
their  businesses  that  are  important  to 
success  at  NYNEX. 

ODI 

Are  such  turnarounds  and  rapid  ad- 


The  winners  are  the  ones  who  have  found  that  a 
competitive  advantage  can  be  gained  by  listening  and 
responding  to  their  customers'  and  employees'  needs. 

At  QUALTEC,  INC.,  we  call  this  approach  Total  Quality 
Management.  It  started  a  few  years  ago  when  Florida  Power 
&  Light,  the  electric  utility  in  our  family  of  companies,  set  up 
an  analytical,  team-oriented  system  of  problem-solving  that 
blended  the  best  of  Japanese  and  American  quality  principles. 
This  system,  called  QIP,  links  and  leverages  every  worker, 
every  process,  every  job. 

QIP  quickly  led  to  higher  customer  satisfy  ction, 
productivity  and  employee  involvement  at  FPL.  It  worked 
so  well,  FPL  became  the  first  company  outside  of  Japan  to 
receive  the  coveted  Deming  Prize  for  Quality  Improvement. 

If  you'd  like  to  learn  more  about  Total  Quality  Management, 
give  us  a  call.  We'd  be  happy  to  reserve  a  place  for  you  at  one 
ofour  monthly  "Energizing     |^^^^^_ 

for  Excellence"  programs         I      ^^^  

in  Miami.  We'll  walk  you         Bi^  I GMJALTHC.  INC. 

^1  1      ^l_       /^  1  *.»_     *  H  ^  ^  PPL  Gfoup  company 

through  the  Quality  journey  1 

FPL  took  in  its  auest  to  *^^^^  ^•^-  Highway  #  1,  Ste.  500 

r  1  L  lOOK  in  lis  quest  to  p^j^^  g^^^j^  Gardens,  FL  33408 

becoming  the  best-managed  in  Florida,  call  1-800-843-6162 

American  company.  Elsewhere,  call  1-800-247-9871 
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vances  rioted  above  uncommon?  The 
experiences  of  Star  Enterprise,  a  U.S.- 
based  joint  venture  between  Saudi  Ara- 
bia and  Texaco  at  its  Port  Arthur,  Tex- 
as refinery,  and  Texaco  Europe's  Pem- 
broke refinery  on  the  coast  of  Wales 
indicate  that  you  can  achieve  success, 
even  in  a  short  period  of  time.  Both 
companies  are  being  assisted  in  their 
efforts  by  ODI  Inc. 

George  Labovitz,  president  of  ODI, 
points  to  these  two  companies  as  prime 


examples  of  how  total  quality  can  be 
translated  into  market  success.  Don 
Schmude,  president  and  chief  execu- 
tive officer  of  Star  Enterprise,  notes, 
"Port  Arthur  went  through  tough  times 
.  .  .  that  forced  us  to  downsize  there. 
Labor-management  relations  were 
strained  .  .  .  and  we  had  operations 
problems.  Quality  became  the  com- 
mon ground  for  labor  and  manage- 
ment, a  vehicle  that  enabled  everyone 
to  work  together  to  save  the  refinery." 
Across  the  Atlantic  at  Texaco  Eu- 
rope, Paul  Hicks,  senior  vice  president 


George  H.  Labovitz 

President 
Organizational 
Dynamics  Inc.  (ODI) 


of  Texaco  Inc.,  says,  "Right  from  the 
start,  quality  helped  our  employees 
discover  a  new-found  pride  in  their 
company  and  themselves." 

Hicks  notes  improvements  coming 
from  employees  in  the  total  quality 
process  have  led  Pembroke  from  han- 
dling 101  tankers  per  month  to  "safely 


Others 

talk 

about 

the 

ones 

that 

got 

away. 


We  focus  on  those  w^o  didn't. 


Customer  retention,  enhancement  and 
attraction  through  customer  satisfac- 
tion management  is  the  ultimate  goal 
of  every  W:CSM"  program.  Proactive 
satisfaction  management  translates 
directly  to  your  bottom  line.  At  W:CSM 
we  are  experts  in  defining  customer 
requirements,  tracking  your  perform- 
ance over  time,  and  providing  your 
management  and  employees  with  the 
tools  necessary  to  keep  your  cus- 
tomers as  customers.  It's  true  that 
there  are  many  fish  in  the  sea.  It's  the 
cost  of  fishing  we're  concerned  with. 

For  additional  information,  con- 
tact Sheree  L.  Marr,  Vice  President, 
at  1-800-334-3939. 


WALKER: 

PUSTOMER  SATISFACTION  MEASUREMENTC " 

V__        CONSULTATKDN    PERFORMANCE  TRACKING   ANALYSIS        J 

3939  Priority  Ways.  Dr.  •  PO,Box80432 

Indianapolis,  IN  46280-0432 

Walker:  Customer  Satisfaction  Measurements.  LP 


and  routinely"  turning  around  now 
"more  than  190  ships  per  month  ..." 
and  that  improvement  "contributes 
millions  of  dollars  a  year  to  Texaco 
Europe." 

Philip  Crosby  Associates, 
Inc./Proudfoot 

In  one  of  his  earlier  books,  Phil 
Crosby  notes,  "One  nice  thing  about 
quality  improvement  is  that  it  brings 
immediate  improvement  because  prob- 
lems get  immediate  attention.  I  once 
doubted  this  statement,  but  not  since  I 
have  observed  people  at  GM's  Delco 
Remy,  Anderson,  Ind.  plant  who  have 
used  his  approaches.  What  impressed 
me  most  at  this  GM  unit  was  that  in  the 
last  place  you'd  expect  to  find  a  quality 
and  customer  service  sensitive  depart- 
ment— the  personnel  department — I 
found  one  of  the  most  energetic  and 
innovative  quality  processes  in  the  na- 
tion." From  payroll  to  labor  relations 
to  security,  the  department  led  by 
Odell  Thorns  Jr.  was  finding  innova- 
tive ways  to  apply  Crosby's  cost  of 
quality  measures  to  improve  its  opera- 
tions and  better  serve  its  customers 
(fellow  employees). 

Crosby's  approach  of  focusing  on 
the  cost  of  quality  and  the  cost  of  non- 
conformance puts  quality  on  a  level 
that  all  employees  from  managers  to 
front-line  employees  can  understand — 
dollars  and  cents.  When  the  advice  and 
training  is  taken  seriously  and  top  man- 
agers understand  that  quality  is  their 
job-^the  methods  work  and  work  well 


(I'hilip  Crosby 
['resident 
I  I'hilip  Crosby  Associates, 
•   Inc./Proudfoot 


whether  the  steps  are  being  implement- 
ed at  Unysis — Houston  Operations, 
ITT  or  a  small  service  business. 

Those  who  believe  that  the  drive  for 
quality  and  excellence  applies  best 
only  to  manufacturers  and  doesn't 
translate  well  into  service  industries 
haven't  reviewed  the  spectacular  track 
record  of  Stouffer  Hotels  over  the  past 
nine  years  and  must  not  have  heard  its 
president,  William  Hulett,  talk  about 
quality,  excellence  and  customer  satis- 
faction. They  should. 

Stouffer  Hotel  Crompany 

In  his  nine  years  at  the  helm  of 
Stouffer,  William  Hulclt  turned  what 


/ 
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When  you  get  an  incoming  fax  at  our  hotels,  that's  all  you  get. 
There  is  no  extra  charge  on  your  hotel  bill. 

When  you  send  a  fax,  you  pay  only  $5  domestic  or  $10 
international. 

Low-cost  fax  is  just  one  example  of  Stouffer  Style.  It's  our  way 
of  doing  things  to  give  you  the  individual  service  you  appreciate. 

Stouffer  Style  is  your  style.  Call  your  travel  agent  or 
1-800-HOTELS  1. 

STOUFFER  HOTELSC 

A  Nestle  Company 
ATLANTA       •       BALTIMORE       •       CHICAGO       •       DENVER       •       LOS       ANGELES       •       ST.       LOUl 
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had  been  a  hotel  operation  begun  as  a 
by-product  of  a  successful  restaurant 
chain  into  one  of  the  hotel  industry's 
respected  quality  leaders.  During  the 
same  period,  he  more  than  doubled  the 
size  of  the  chain  and  dramatically  im- 
proved its  industry  ratings.  How  has  he 
done  this?  By  hewing  to  some  very 
basic  quality  and  excellence  principles 
that  many  companies  are  just  now  dis- 
covering or  rediscovering. 

How  important  is  quality  and  service 
to  his  business?  He  says:  "Adding  val- 


ue to  the  travel  experience  through 
quality  and  superb  service  is  the  key  to 
success  in  satisfying  today's — and  to- 
morrow's— demanding  consumer."  In 
addition  to  zealously   believing  that 
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quality  service  and  doing  your  best  is 
the  ethical  content  of  work,  Hulett 
notes  that  giving  quality  service  to 
your  customer  is  the  ultimate  long- 
term  weapon  in  market  competition. 
After  all,  he  notes,  customers  "are 
either  satisfied  with  their  stay  or  they 
aren't.  Nothing  else  matters."  The 
three  principles  he  uses  as  a  base  are:  to 
recognize  excellence  and  understand 
why  it  is  so  important;  to  reward  excel- 
lence by  making  it  worth  people's 
while  to  achieve;  and  to  revere  excel- 
lence by  ingraining  it  in  everything  that 
you  do.  Those  driving  principles  and 
avid  attention  to  the  details  which  sep- 
arate superior  service  from  mediocre 
service  have  taken  Stouffer  to  the  top 


Without  skills, 

even  the 

best  ideas 

are  dropped. 


INothing  shatters  your  people's  confidence 
and  motivation  like  the  inability  to  put 
good  ideas  to  work.  Especially  a  great  idea 
like  Quality. 

Your  people  can  know  all  the  theories, 
but  a  Quality  improvement  process  isn't 
really  effective  until  all  your  employees 
know  how  to  turn  that  theory  into  practical 
action. That  is,  how  to  think,  work  and 
interact  with  each  other  and  with 
customers,  every  day. 

QUEST™  {Quality  Enhancement 
Through  Skills  Training)  is  a  new  program 
which  provides  the  analytical  and  inter- 
personal skills  needed  to  put  theory  to  work, 
and  to  turn  your  current  Quality  effort  into 
an  organization-wide  success. 

If  you  like  the  idea  of  breakthrough 
results  from  your  Quality  effort,  call  us  about 

QU  EST,  or  send  for  our  free  white  paper, 
"Partners  In  Quality. " 


miue? 


1735  Technology  Drive,6th  Floor,  San  Jose.CA  95 110-1 51 3,(408)452-1244.  In  Canada  (416)  564- 5  377. 
Zengcr-Milier  is  a  leading  international  supplier  of  training  programs  and  services. 


in  its  industry.  It  is  a  pathway  others 
can  follow  if  they  have  the  sustained 
management  commitment  of  Stouffer 
Hotel  Company. 

Walker:  Customer 
Satisfaction  Nleasurements 

The  "rediscovery"  of  customer  sat- 
isfaction has  led  many  companies  to 
hope  that  more  smiles  and  smile  train- 
ing might  bring  back  customers  who 
were  lost  due  to  poor  quality  and/or 
service.  What  they  have  not  realized  is 
that  the  ease,  speed  and  correctness  of 
service,  not  just  smiles,  is  an  integral 
part  of  the  quality  evaluation  made  by 
each  consumer.  Walker:  Customer  Sat- 
isfaction Measurements'  president,  Al- 
len Paison,  notes  that  his  company 
"recognized  very  early  that  for  an  orga- 
nization to  effectively  manage  customer 
satisfaction,  it  must  have  a  comprehen- 
sive system  for  defining  customer  re- 
quirements, measuring  and  benchmark- 
ing performance,  prioritizing  action 
plans,  implementing  change  and  track- 
ing satisfaction  over  time."  In  agree- 
ment with  nearly  every  quality  expert  in 
the  land,  Paison  notes  that  "implement- 
ing such  a  system  requires  a  total  quality 
commitment  from  the  top. " 

Zenger  Miller 

While  many  organizations  have  ac- 
cepted the  quality  challenge,  a  good 
many  have  found  themselves  hand- 
cuffed by  the  lack  of  a  good  blend  of 
technological  and  human  resources. 
John  Zenger,  president  of  Zenger- 
Miller,  notes  that  "regardless  of  indus- 
try or  theoretical  posture,  a  quality 
initiative  can  languish  because  it  fails 
to  coordinate  training  in  measurement 
and  analysis  with  training  in  team- 
work, leadership  and  interpersonal 
communication.  In  most  cases,  quality 
and  human  resource  functions  .  .  .  im- 
plement related  training  programs  that 
fail  to  mesh."  The  solution,  he  says,  is 
to  foster  a  "working  partnership  be- 
tween quality  and  human  resource  pro- 
fessionals, in  which  both  groups  step 
beyond  their  traditional  roles." 

In  an  AQP  Journal  article  last  year. 
Crosby  wrote:  "As  soon  as  things  be- 
gin to  improve,  they  think  that  the  job 
is  done,  heave  a  sigh  of  relief  and  write 
a  paper  for  their  industry  magazine." 
The  long-haul  quality  leaders  who  un- 
derstand that  quality  doesn't  end  with 
25%  improvement  have  emerged;  the 
question  is  how  many  will  follow  in 
time  to  save  their  organizations  and 
their  nation's  competitiveness? 

Ned  Hanison  is  the  editor  of  AQPs  Journal  for 
Quality  and  Participation  and  AQP  Report. 
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THE 

TOUGHEST 

CUSTOMERS 

ON  EARTH  ARE 


GETTING  ON 


Last  year  we  engineered  one  of  the  customers  on  earth.  With  their  input,  we  That's  why  more  and  more  customers 

most  dramatic  turnarounds  on  earth.  Our  raised  our  agricultural  and  construction  are  getting  on  our  case.  In  the  field.  On  the 

agricultural  anqj  construction  equipment  equipment  to  levels  of  quality  and  reliability  job  site.  And  in  the  dealership.  There  are 

sales  set  new  records.  And  we  accom-  never  before  achieved.  28,000  Case  employees  worldwide  who 

plished  it  all  by  the  power  of  suggestion.  As  a  result,  our  equipment-like  the  hope  they  never  get  off  it. 

The  suggestions  came  from  farmers  Magnum  tractor  above-is  easier  to  oper-  Case 

and  equipment  operators-the  toughest  ate,  easier  to  service  and  harder  to  resist.  700  state  street,  Racine,  wi  53404  u.s.a. 
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Quality.  You  know  it  is  crucial  to  success.  "Vbu  know  that  assuring  it  throughout  your  organization  requires 
a  serious  commitment  from  you.  And  it  requires  experts. 

Experts  with  an  outstanding  worldwide  reputation.  With  references  that  read  like  the  FORTUNE  500. 
And  with  a  track  record  second  to  none.  •  ^  ,  ' 

At  Philip  Crosby  Associates,  we  hkve  the  reputation,  the  rieferences  and  the  record.  >Vfe  understand 
quality,  and  how  to  make  it  work  in  your  business. 

Do  something  serious.  Make  the  commitment  and  we'll  be  there  to  help. 

Immediately.  Anywhere  in  the  world. 


QUALITY. 
There  is  no  alternative. 


PHILIP  CROSBY 
Associates,  Inc* 


World  Headquarters:  807  W.  Morse  Blvd  ,  Winler  Park,  Florida  32790.  Call  l-8(.K)-237-9695,or,407;M5'l733yn 
AUSTRALIA  •  BELGIUM  •  CANADA  •  F  RANCH  •  ITALY  •  MHXTCO  •  SINCAPORF,  •  UNITKH  KTNTibttlCi' 


For  some  cellular  telephone  companies, 
profits  are  still  off  in  the  distant  future.  For 
Southwestern  Bell's  big  cellular  business, 
the  future  has  arrived. 

Southwestern 
belle 


By  Claire  Poole 


HERE,"  SAYS  Southwestern  Bell 
Corp.  Chairman  Edward  Whit- 
acre  to  a  visitor  at  his  42nd- 
floor  office  overlooking  St.  Louis' 
Gateway  Arch.  He  pulls  one  of  Motor- 
ola's new  fliptop  cellular  telephones 
from  his  jacket  pocket  and  hands  it 
over.  "Call  anywhere  you  want." 

The  gesture  is  Whitacre's  way  of 
saying,  Don't  tell  me  about  cellular's 
future;  the  future  is  already  here,  in 
big  black  figures  on  our  bottom  line. 

Three  years  ago  Whitacre's  prede- 
cessor, Zane  Barnes,  borrowed  $1.2 
billion  and  paid  billionaire  John  Kluge 
another  $1.4  billion  for  Metromedia's 
cellular  and  paging  operations. 
Tongues  wagged  at  the  price,  which 
valued  each  of  the  cellular  franchise's 
18.1  million  potential  customers — or 
"pops" — at  around  $42,  a  record  price 
at  the  time.  Since  then,  cellular  prices 
have  climbed  to  around  $280  per  pop. 
McCaw  Cellular  paid  a  stunning  $370 
per  pop  for  Lin  Broadcasting's  cellular 
licenses.  Says  Whitacre,  without 
smugness,  "We  look  pretty  smart." 

Southwestern  Bell  is  aggressively 
turning  those  potential  customers 
into  real,  cash-paying  ones.  The  com- 
pany has -over  382,000  cellular  sub- 
scribers, *' making  it  the  country's 
third-largest  cellular  provider  after 
McCaw  Cellular  and  Pacific  Telesis. 

But  the  best  part  of  the  story  is  that, 
while  McCaw  and  other  cellular  com- 
panies are  still  losing  money,  in  mid- 
1989  Southwestern  Bell's  cellular 
business  turned  profitable.  This  was  a 
full  year  eatlier  than  Whitacre  expect- 
ed. In  terms  of  operating  cash  flow, 
the  cellular  operations  are  throwing 
off  some  $150  million  in  cash  a  year, 
enabling  Whitacre  to  retire  debt  faster 
than  expected.  (Debt-to-capital  now 
averages    42% — one    of    the    lowest 


Southwestetm  Bell's  Edward  Whitacre 
"We  look  pretty  smart." 

among  the  Bell  companies.)  This  year, 
•estimates  Joel  Gross,  telecommunica- 
tions services  analyst  at  Donaldson, 
Lufkin  &  Jenrette,  cellular  operations 
should  contribute  6%,  or  $64  million, 
to  its  net  earnings.  By  the  end  of  1991 
the  figure  should  rise  to  $132  million, 
or  11%  of  net. 

The  cellular  success  is  creating 
something  of  a  comeback  for  South- 
western Bell.  When  at&it  divested 
the  Bell  operating  companies  in  1984, 
Southwestern  Bell's  sprawling  service 
territory — stretching  across  Texas, 
Oklahoma,  Kansas,  Missouri  and  Ar- 
kansas— was  hit  by  real  estate  and  oil 
problems,  stalling  sales  and  earnings 
growth.  By  1986  Southwestern  Bell 
had  slipped  to  last  place  among  the 
seven  sisters  in  sales  growth,  and  sec- 
ond to  last  in  earnings  growth. 

While  several  of  the  other  Baby 
Bells  were  diversifying  into  things 
like  computer  retailing  and  financial 
services,  Zane  Barnes  held  South- 
western Bell  firmly  in  its  basic  tele- 
communications business.  His  only 
real  gamble  was  Metromedia. 


Some  criticized  Southwestern  Bell 
as  unimaginative.  But  Barnes'  ap- 
proach is  paying  off.  The  company's 
net  margin — 12.5%  last  year  on  $8.7 
billion  in  sales — ranks  it  second  only 
to  PacTel  in  profitability. 

Whitacre,  48,  is  a  27-year  veteran  of 
the  company.  In  the  grand  old  Bell  Co. 
tradition,  he  started  as  an  outside 
plant  foreman  in  Mesquite,  Tex.  and 
worked  his  way  up  through  the  tele- 
phone company.  When  he  succeeded 
Barnes  in  January,  he  assumed  com- 
mand of  one  very  lean  telephone  com- 
pany. Operating  expenses  per  phone 
line,  for  example,  are  among  the  low- 
est of  the  Bells.  And  at  the  same  time 
costs  are  under  control,  growth  is 
coming  back:  Last  year  the  company 
added  419,000  more  access  lines, 
compared  with  increases  of  235,000 
in  1988  and  only  22,000  the  year  be- 
fore. Total  lines  now:  12  million. 

With  expansion  in  his  basic  busi- 
ness expected  to  continue,  Whitacre 
has  embarked  on  a  long-range  plan 
that  should  eventually  squeeze  maxi- 
mum profits  from  his  phone  lines.  He 
expects  Texas  regulators  to  allow  him 
to  freeze  basic  local  service  rates  for 
four  years  while  he  spends  $344  mil- 
lion to  convert  196  communities 
from  electromechanical  equipment  to 
digital,  which  will  expand  data  and 
voice  transmission  capacity.  The  pay- 
off would  be  that  regulators  would 
allow  a  higher  rate  of  return  on  the 
sophisticated  new  network. 

Several  other,  if  smaller,  things  are 
going  well  for  the  company.  South- 
western Bell's  paging  operations,  the 
largest  in  the  country,  have  expanded 
further  with  last  year's  acquisition  of 
Omni  Communications'  paging  as- 
sets in  New  York,  Boston  and  Wash- 
ington, D.C.  With  over  800,000  sub- 
scribers, the  beeper  operations  are  ex- 
pected to  turn  a  profit  next  year  after 
three  years  of  losses.  On  another 
front.  Southwestern  Bell's  telephone 
directory  publishing  division  is  ex- 
tremely profitable,  with  net  margins 
between  20%  and  25%. 

Combined,  the  nor  regulated  phone 
businesses — cellular,  paging,  directo- 
ry publishing  and  telecommunica- 
tions equipment — should  make  up  al- 
most 20%  of  Southwestern  Bell's  esti- 
mated $1.2  billion  in  net  income  this 
year,  and  nearly  29%  of  net  next  year. 
"Southwestern  Bell,"  predicts  dlj's 
Joel  Gross,  "will  be  one  of  the  better 
Bell  companies  in  the  1990s." 

"We  want  to  provide  more  than  just 
a  dial  tone,"  says  Whitacre.  Vague? 
Sure,  but  there  is  nothing  ambiguous 
about  that  rismg  tide  of  black  ink 
flowing  from  the  new  lines  to  South- 
western Bell's  bottom  line.  ■ 
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Ed  DeBartolo  knows  everything  there  is  to 
know  about  shopping  malls.  He  runs  a 
mean  racetrack,  too. 


The  Disney  touch 


By  Seth  Labove 


IT  WAS  A  festive  aiiaii,  the  running 
of  the  Remington  Park  Derby  last 
month  in  Oklahoma  City.  Top- 
ranked  jockey  Angel  Cordero  Jr.  was 
there,  riding  a  horse  entered  by  D. 
Wayne  Lukas,  one  of  the  winningest 
trainers  of  all  time,  espn  beamed  the 
race  live  to  a  national  audience.  At  a 
time  when  many  new  racetracks  are 
failing,  the  scene  was  evidence  that 
the  sport  of  kings  still  can  pay. 

The  whole  affair  was  a  triumph  for 
Edward  DeBartolo  Sr.,  Remington's 
80-year-old  owner. 

An  immensely  successful  Youngs- 
town,  Ohio  real  estate  developer  with 
a  fortune  estimated  at  $1.4  billion, 
DeBartolo  is  something  of  a  sports 
nut.  He  figures  he  has  $300  million 
tied  up  in  U.S.  racetracks,  including 
Thistledown  in  Cleveland  and  Louisi- 
ana Downs  in  Bossier  City,  La.  His 
other  sports  interests  include  the 
Pittsburgh  Penguins  hockey  team  and 
the  San  Francisco  49ers,  owned  by  son 
Eddie  Jr. 

On  Remington  Park  he  lavished  the 
same  attention  to  detail  that  he  does 
on  his  malls — personally,  for  exam- 
ple, approving  colors  of  the  seats  and 
grandstand.  He  also  displayed  the 
same  political  savvy  that  has  taken 
him  so  far  in  the  world  of  real  estate 
development.  Stephen  Jones,  an  Enid, 
Okla.  lawyer  for  a  firm  that  was  de- 
nied a  permit  to  build  a  competing 
track,  complains:  "He  [DeBartolo] 
won  on  his  political  sophistication." 

DeBartolo  would  probably  be  the 
last  person  to  deny  that  he  possesses  a 
high  degree  of  political  sophistica- 
tion. He  smelled  opportunity  in  1982 
when  Oklahoma  passed  legislation 
that  allowed  pari-mutuel  wagering. 
Shortly  thereafter,  he  bought  property 
in  Oklahoma  City  for  a  future  race- 


track. Market  studies  of  the  Oklaho- 
ma area  proved  correct  his  intuition 
about  a  racetrack,  the  oil  bust  not- 
withstanding. Oklahoma  does  not 
have  any  major  league  sports  fran- 
chises, and  its  residents  dine  out  fre- 
quently, indicating  that  they  have 
spare  cash,  and  they  vacation  fre- 
quently in  Las  Vegas. 

DeBartolo  decided  he  would  build  a 
track  like  they'd  never  seen  before, 
but  only  under  certain  conditions: 
The  state  had  to  lower  its  take  of  the 
handle — the  money  wagered — to  2% 
of  the  first  $100  million  wagered  per 
racing  season,  and  Oklahoma  also  had 
to  forbid  the  construction  of  any  com- 
peting tracks  until  Remington  Park 
and  a  smaller  track  at  Sallisaw,  in 
eastern  Oklahoma  (owned  by  aging 
oilman  Ralph  Shebester),  reach  a 
combined  annual  handle  of  $230  mil- 
lion for  two  years. 

DeBartolo's  team  lobbied  the  Okla- 
homa legislature  hard.  Recalls  Thom- 
as Rossetti,  the  former  head  of  DeBar- 
tolo's sports  operations:  "It  took 
someone  who  was  astute,  DeBartolo, 
to  bring  all  these  factions  together  and 
say,  'I'm  going  to  risk  this  money  but  I 
need  a  reasonable  expectation  that  I'll 
get  a  return  on  my  money.'  " 

He  persuaded  the  legislature  so  well 
and  made  such  a  success  of  the  track 
that  potential  competitors  began  to 
whisper  that  DeBartolo  is  scheming 
to  wrap  up  racing  in  the  Southwest. 
Controversy  is  nothing  new  to  DeBar- 
tolo. The  Vindicator  of  Youngstown 
claimed  29  years  ago  that  he  con- 
trolled the  Ohio  horse-racing  industry 
through  legislative  influence. 

In  Texas,  where  DeBartolo  owns 
three  malls  and  is  building  two  more, 
he  has  been  named  in  a  $1  billion 
lawsuit  filed  by  a  Houston  group  that 
alleges  it  was  turned  down  for  a  per- 
mit to  build  a  $72  million  track  there 


Pholos  by  Doug  Milner 


Dereloper  FdwardJ  Dcliarlolo  Sr 
PoUtical  savvy  and  lota  «tf  money. 
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Racing  at  Oklahoma's  Remington  Park 
A  quick,  start  out  of  the  gate. 


General  Manager  David  Vance 
Friendly  workers,  spotless  grounds. 


because  DeBartolo  is  pulling  the 
strings  of  Texas  politicians  all  the 
way  up  to  the  governor.  Texas,  though 
it  approved  pari-mutuel  wagering  in 
1985,  has  yet  to  approve  a  major  track. 
Says  DeBartolo:  "Who  in  hell  knows 
what  they're  suing  about.  I  don't  even 
know  those  birds."  He  adds  that 
building  a  track  in  Texas  doesn't  in- 
terest him  if  the  state's  share  of  the 
handle  remains  at  a  hefty  5%. 

Even  with  the  favorable  legislation, 
Remington  Park  represented  quite  a 
risk  for  DeBartolo:  He  must  pay  $9 
million  a  year  in  interest  for  at  least 
five  years  on  the  $74  million  he  bor- 
rowed to  build  the  track,  says  David 
Vance,  general  manager  of  the  track 
and  vice  president  for  DeBartolo's  rac- 
ing operations.  Pretax  cash  flow  last 
year  was  only  $5  million,  and  Vance 
refuses  to  guess  when  the  track  will 
turn  a  profit. 

Criticize  him  though  they  may,  De- 
Bartolo's enemies  can't  deny  that  he 
runs  a  darned  good  track.  Remington 
Park  draws  from  as  far  away  as  Tulsa 
and  Dallas.  The  average  daily  handle 
is  up  36%,  to  $1.5  million,  from  its 
opening  season;  average  daily  atten- 
dance is  up  6%,  to  11,800. 

Compare  that  scene  with  a  recent 
Sunday  at  Aqueduct  in  New  York 
City,  a  track  that  has  all  the  charm  of 
an  urban  bus  depot.  A  visitor  is  wel- 
comed by  a  facility  distinguished  by 
peeling  paint,  broken  glass  and  graffi- 
ti. Patrons  are  the  usual  track  deni- 
zens: down-and-outers  dropping  the 
rent  on  a  sure  bet.  Listless  cafeteria 
workers  dish  out  steam-tray  food. 

At  Remington,  by  contrast,  Vance 
encourages  his  staff  to  make  the  place 
into  the  Disney  World  of  racing.  He 
sends  managers  to  a  Disney  training 
program  and  requires  each  of  them  to 
stay  in  touch  with  the  paying  custom- 
ers by  interviewing  one  every  day  for 
five  minutes.  The  grounds  are  trash- 
free  and  smell  like  anything  but  a 
place  that  horses  frequent.  Restau- 
rants, all  operated  in-house,  offer  a 
selection  that  ranges  from  standard 
fast-food  fare  to  forrral  dining.  Well- 
appointed  $50,000-a-year  penthouse 
viewing  suites  would  make  even 
Donald  Trump  feel  at  home.  Want  to 
see  how  a  horse  ran  in  a  previous  race? 
A  video  library  is  at  your  service. 

"Look,"  says  Mr.  D,  as  he's  known 
to  his  staff,  "a  guy  who  goes  to  the 
track  doesn't  always  win.  But  if  we 
can  satisfy  him  with  a  friendly  atmo- 
sphere and  the  best  service,  drinks 
and  food,  then  we've  accomplished 
what  95%  or  more  tracks  don't." 

And  that's  something  that  you  ac- 
complish through  good  management, 
not  through  political  pull.  ■ 
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Horse  racing  is  a  sick  httsiness  in  the  U.S.  So 
why  is  Britain  s  Ladbroke  Group  busy  buy- 
ing up  U.S.  racetracks? 


Long  shot 


By  Kerry  Hannon 


Y'  OU  MIGHT  NEVER  KNOW  it  by 
watching  the  well-heeled 
crowds  sipping  mint  juleps  at 
the  Kentucky  Derby  each  May.  Nor 
would  you  guess  by  watching  the 
Phipps  family  picnic  at  New  York's 
Saratoga  Springs  races  in  August.  But 
the  sad  fact  is  that  American  horse 
racing  is  in  decline. 

Many  of  America's  tracks  have  de- 
generated into  shabby  facilities  where 
no  one  in  his  right  mind  would  want 
to  spend  an  afternoon.  Many  track 


owners  lose  money  every  year;  the 
quality  of  horses  they  attract  has  fall- 
en, too.  Typical  is  the  Charles  Town 
racetrack  in  West  Virginia.  Its  con- 
crete clubhouse  is  littered  with  trash; 
stables  are  no  more  than  falling-down 
shed  rows  filled  with  equally  broken- 
down  horses. 

Over  the  past  two  decades,  casinos 
and  lotteries  have  replaced  horse  rac- 
ing as  the  dominant  form  of  gambling 
in  this  country.  Back  m  1974,  horse 
racing  accounted  for  28%  of  Ameri- 
ca's gambling;  today  its  share  is  10% 
and  falling.  Moreover,  the  amount  le- 


gally bet  on  horse  racing  each  year  has 
slipped  steadily  since  1973,  to  a  low 
last  year  of  $13.6  billion. 

Tracks  have  been  hard  hit.  Califor- 
nia's Hollywood  Park  lost  a  total  of 
$17  million  in  1987  and  1988.  Garden 
State  Park  and  Philadelphia  Park, 
both  operated  by  former  penny  stock 
pitchman  Robert  Brennan,  together 
iost  more  than  $30  million  in  the 
same  time  period. 

So  why  amid  this  gruesome  atmo- 
sphere is  London-based  Ladbroke 
Group  spending  nearly  $200  million 
to  buy  and  expand  three  U.S.  race- 
tracks: the  Meadows,  in  Pittsburgh; 
Ladbroke  drc  in  Detroit;  and  Golden 
Gate  Fields  in  San  Francisco?  And 
why  is  the  firm  building  a  greyhound 
track  in  Brownsville,  Tex.? 

Ladbroke's  strategy  can  be  summed 
up  in  two  words:  off -track  betting. 
Ladbroke  doesn't  really  expect  to 
make  money  from  the  tracks  them- 
selves but  from  off-track  betting  on 
the  races.  To  do  so  it  will  need  to 
convince  state  legislatures  to  allow 
off-track  betting  parlors.  In  Great  Brit- 
ain, the  Netherlands  and  Belgium, 
such  betting  establishments  contrib- 
ute 85%  of  Ladbroke's  $3.6  billion  in 
racing  revenues.  The  company's  bet- 
ting shops,  a  British  fixture  since 
1963,  can  be  found  on  the  main  street 
of  almost  every  British  town  with  a 
population  of  more  than  10,000. 


Jem'  Young 


Peter  George,  Ladbroke's  executive  chairman  of  international  racing 
In  the  UJS.,  progress  has  been  slow. 
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As  British  as  betting  shops 


Iadbroke  has  come  a  long 
I  way  from  its  origins  in 
the  tiny  village  of  Ladbroke 
in  Warwickshire  Coimty,  En- 
gland. There,  over  a  century 
ago,  a  local  horse  trainer  and 
his  partner  were  the  first  to 
start  a  betting  service,  taking 
wagers  on  races  nm  at  far- 
away tracks. 

Today  the  1,900  tiny, 
smoke-filled  Ladbroke  bet- 
ting shops  in  the  U.K.  tend  to 
attract  a  mostly  blue-collar 
crowd,  who  pop  in  during 
lunch  to  fill  out  a  few  betting 
slips  and  watch  live  racing 
on  large  tv  screens.  But  at 
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Sieve  Benbow 
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A  Ladbroke  betting  shop  in  London 

For  the  blue  bloods  and  blue  collars. 

Ladbroke's  North  London 
headquarters,  the  firm  caters 
to  a  privileged  clientele,  who 
phone  into  a  large  room  filled 
with  operators  rapidly 
punching  bets  into  comput- 
ers and  relaying  up-to-date 
odds  information.  A  few 
floors  above,  sophisticated 
computer  systems  track  the 
high  rollers'  bets. 

An  accepted  part  of  daily 
life  for  both  rich  and  poor  in 
Britain,  horse  racing  still  at- 
tracts hostility  here.  For  all 
its  high  hopes,  Ladbroke  has 
had  a  hard  time  digging  in  in 
the  U.S.— K.H. 


Why  should  U.S.  legislatures 
oblige?  Legalized  betting  parlors 
could  help  wrest  betting  from  mob- 
controlled  bookies,  who  handle  about 
$8  billion  in  horse-racing  bets  each 
year.  Also,  otb  could  bring  in  badly 
needed  revenue  to  the  states. 

Ladbroke  has  won  the  right  to  open 
OTB  parlors  in  Pennsylvania  and  Wyo- 
ming. It  is  still  waiting,  perhaps  in 
vain,  for  legislators  to  approve  otb  in 
Michigan,  Texas  and  California. 

The  architect  of  Ladbroke's  U.S. 
foray  is  Peter  George,  who  admits  the 
American  market  has  proved  tough  to 
crack.  George  says  he  underestimated 
the  strength  of  the  antigambling  lob- 
by in  states  such  as  Pennsylvania  and 
Michigan.  Foreigners  always  have  a 
hard  time  imderstanding  how  a  na- 
tion that  is  as  permissive  as  this  one 
in  so  many  ways  can  be  so  puritanical 
in  others. 

George  also  hoped  independent 
racetrack  owners  would  see  off-track 
betting  as  their  salvation,  not  a  threat. 
But  the  owners  say  they  are  afraid  off- 
track  betting  will  discourage  people 
from  going  to  the  track.  They  also 
worry  that  not  enough  money  will 
flow  frorh  otb  back  to  the  tracks.  For 
years,  in  New  York,  the  first  state  to 
legalize  off-track  betting,  the  lion's 
share  of  the  revenues  from  the  dingy 
state-owned  otb  parlors  went  directly 
into  government  coffers.  Only  recent- 
ly has  the  New  York  tracks'  share 
begun  to  match  that  of  the  city  and 
state.  On  top  of  that,  attendance  at 
New  York  tracks  like  Aqueduct  and 
Belmont  fell  25%  between  1971  and 
1976  and  has  never  recovered. 

After  almost  six  years,  Ladbroke 
still  has  not  opened  its  first  off-track 
teletheater.  Teletheaters  are  20,000- 


square-foot  restaurants  with  multiple 
closed-circuit  screens.  Meanwhile, 
the  company  is  stuck  owning  and 
managing  three  racetracks.  That's 
$200  million  tied  up  and  earning  vir- 


tually no  return.  Next  year  Lad- 
broke's U.S.  racing  operation  will  ac- 
count for  $  1  billion  in  gross  revenues, 
up  from  $650  million  last  year,  but 
profits  will  be  negligible.  ■ 


Before  the  communist  takeover,  Czecho- 
slovakia was  a  developed  industrial  coun- 
try and  Skoda  Works  was  a  world-class 
industrial  firm.  Visiting  its  plants  today  is 
like  stepping  back  into  the  1930s. 

Memories  of 
development 


By  Peter  Fnhnnan 


Before  the  Nazis  goose-stepped 
into  Czechoslovakia  in  1938, 
before  they  in  tum  were  suc- 
ceeded by  a  less  brutal  but  even  more 
totalitarian  regime,  this  eel-shaped 
country  in  the  heart  of  Europe  was  the 
most  vigorous  and  dynamic  industrial 
nation  in  Central  Europe.  Skoda 
Works,  founded  in  western  Bohemia 
in  1859,  was  Czechoslovakia's  engine 
room,  a  top-caliber  engineering  com- 
pany that  competed  on  level  terms 
with  the  finest  German  and  American 
companies  of  the  day.  General  Elec- 
tric, Siemens  and  Krupp  were  then  its 


peers,  not  its  superiors.  Skoda  cars 
were  a  familiar  sig'it  on  European 
roads  between  the  world  wars. 

Czechoslovakia  is  wakening  from  a 
40-year  nightmare  of  socialism.  Sko- 
da, worn  down  by  years  of  managerial 
ineptitude  and  neglect,  is  now  a  pow- 
erhouse only  by  Eastern  Europe's  low- 
ly standards.  It  became  Moscow's  fa- 
vored supplier  of  machine  tools,  tur- 
bines, boilers,  generators,  locomo- 
tives and  other  heavy  industrial 
paraphernalia.  While  the  company 
has  fallen  progressively  behind  its 
counterparts  in  the  West,  the  tradi- 
tion and  framework  of  the  old  great- 
ness remain. 
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Skoda's  main  munitions  factory,  Pilsen,  1938 

Competing  then  with  the  finest  German  and  American  companies. 


Topham 


Today  Skoda  actually  is  two  sepa- 
rate companies.  The  automobile  oper- 
ation, begun  in  1905  as  the  first  Cen- 
tral European  factory  to  build  cars, 
was  split  off  from  the  engineering 
works  in  the  1950s.  Taken  together, 
Skoda's  two  halves  had  sales  last  year 


of  about  20  billion  Czech  crowns 
($1.25  billion  at  the  official  exchange 
rate),  making  it  the  largest  industrial 
firm  in  Eastern  Europe. 

The  car  factory,  a  rusting  hulk  in 
the  Czech  city  of  Mlada  Boleslav,  30 
miles  from  Prague,  is  the  sicker  part 


of  the  Skoda  domain.  For  the  last  20 
years,  it  was  run  not  so  much  as  a  car 
factory  but  as  a  Soviet-style  gulag. 
Some  1,600  prisoners,  mostly  con- 
victed for  petty  crimes,  did  forced  la- 
bor there.  They  were  escorted  by 
armed  guards  to  the  factory  each 
morning  and  led  onto  the  shop  floor  in 
the  sort  of  steel  cage  used  to  shunt 
<circus  animals. 

On  New  Year's  Day  Czech  Presi- 
dent Vaclav  Havel,  himself  a  former 
political  prisoner  who  did  forced  labor 
at  a  Czech  factory,  declared  an  amnes- 
ty. The  prisoners  at  Skoda — 10%  of 
the  factory's  work  force — departed. 
To  keep  the  assembly  line  moving, 
500  Czech  soldiers  were  pressed  into 
service  in  the  obsolete  stamping  shop, 
a  machine-age  inferno  spewing  soot 
and  grease. 

The  substitution  of  soldiers  for  pris- 
oners shows  how  important  it  is  for 
the  struggling  Czech  economy  that 
Skoda  continue  to  function.  It  also 
shows  how  perilous  is  the  state  of 
Eastern  European  industry,  when  a 
showpiece  factory  is  running  at  60% 
the  level  of  a  year  earlier  and  is  accu- 
mulating losses  at  a  rate  of  200  mil- 
lion Czech  crowns  a  month. 

The  car  factory  produces  a  single 
austerity  model,  the  four-cylinder  Fa- 
vorit,  available  only  in  a  four-door 


Heavy  machitiery  on  the  factory  floor  at  Filsen,  1956 

The  Czechs  estimate  that  modemixation  could  cost  as  much  as  $128  million. 


Ki'iic  Hurrl'MaMnum 
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A  promise  to  make  your  kias  my  kias,  wnen  you  need  a  weekend  ori. 


A  promise  tnat  help  with  a  down  payment  won't  require  pride  as  collateral. 


A  promise  to  leave  you  w^ith  advantages  that  I  never  had. 


Nothing  binds  us  one  to  tne  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual  we  beli 
keeping  our  promises.  That  way,  all  the  lamilies  that  rely  on  us  can  keep  theirs.   \KMr 


leve 


in 


01989  Massachusens  Mutual  Lile  Insurance  Co .  Springfield.  UA  01111 


MassMutual 

We  kelp  you  keep  your  promises 


First  we  mac^ 
flying  easlei^ 


^j 


tf 


In  the  80s  we  staked  our  reputation  on  making  SAS 
a  more  punctual  and  more  service-minded  airline. 
You  might  say  we  made  flying  easier. 
(And  we're  still  working  hard  to  see  it  stays  that  way.) 
But  the  fact  is,  this  alone  won't  see  us  through  the 
90s.  Flying  just  won't  be  enough.  Now  we  hav(»  to 
•^  ke  the  whole  trip  as  smooth  as  we  made  the  flight. 


To  that  end  we're  turning  our  airline,  hotel  and 
catering  businesses  into  a  global  travel  service  team 

And  we've  invited  other  capable  partners  to  join. 
So  vast  is  our  new  network  that  it  spans  the  entire  ^ 
world.  And  so  strong  that  we  can  look  after  you  as  a 
customer  all  the  way. 

When  you  fly  SAS  to  Europe  you'll  be  landing  at 


Now  we're  making 
traveling  easier. 


openhagen,  Europe's  friendliest  airport. 
And  from  there  you're  but  a  hop  away  from 
lother  40  European  cities. 
Arriving  at  your  destination  you'll  find  we  have 
ore  to  offer.  Staying  at  one  of  our  hotels  guarantees 
)u  the  same  high  level  of  service  we  gave  you  on 
Dard. 


It  may  sound  a  little  pretentious,  but  we  actually 
promise  to  be  where  you  want  us  to  be. 


mists 

Well  be  there. 


Scandinavian  Airlines 


This  will  get  you  toTokyo 
in  about  14  hours. 


This  will  get  you  back  to  the  US. 
in  about  14  seconds.  ## 


AT&T's  USADirect®  information  card  makes  it 
easy  to  call  home  when  you're  overseas.  Just  dial  the 
USADirect  access  number  for  the  country  you're 
calling  from  and  you'll  be  connected  to  an  AT&T 
Operator  in  the  US.  within  seconds.  Use  your  AT&T 
CardoT  call  collect.  It's  fast.  It's  economical.  And  it's 
available  in  over  50  countries.  For  your  information 
card,  just  call  1  800  874-4000,  Ext.  301. 


AT&T 

The  right  choice. 


©1990  AT&T 


Soldiers  called  in  to  replace  freed  prisoners  on  the  line  at  Skoda  s  auto  plant 

For  20  years  it  was  run  not  so  much  as  a  carfactory  but  as  a  Soviet-style  gulag. 


Gustavo  Gilabert/J.B.  Pictures 


configuration.  Twenty  years  ago  Sko- 
da tried  to  broaden  and  improve  its 
model  line,  but  the  Soviets,  worried 
that  an  improved  Skoda  would  proba- 
bly outclass  their  own  automobiles, 
practiced  a  primitive  form  of  protec- 
tionism: They  simply  ordered  a  com- 
plete halt  to  the  development  of  the' 
new  cars. 

The  Favorit,  introduced  in  Western 
Europe  last  year,  is  based  on  an  eight- 
year-old  design  by  Bertone,  the  re- 
spected Italian  automobile  design 
house.  By  the  time  Czech  bureaucrats 
had  finished  their  alterations,  the  Fa- 
vorit had  about  as  much  visual  and 
engineering  allure  as  a  cigarette  pack. 
It  sells  in  Western  Europe  for  about 
$6,500  to  those  few  thousand  who 
buy  a  Skoda  simply  because  it  is  the 
cheapest  car  on  offer. 

Can  Skoda  raise  itself  from  the  cel- 
lar? So  far  as  the  car  factory  goes,  its 
only  hope,  says  senior  executive  Jan 
Danhelka,  is  for  a  Western  carmaker 
to  take  a  share  in  it.  Several  have 
already  come  calling,  including 
Volkswagen,  Renault  and  General 
Motors.  But  Eastern  Europe  is  littered 
with  nearly  a  dozen  small,  inefficient 
car  factories,  all  chasing  .Western 
cash.  Skoda,  with  high  manufacturing 
costs  and  low  production  volumes. 


looks  like  an  also-ran. 

The  fate  of  Skoda's  debt-ridden  en- 
gineering works  looks  brighter,  if  only 
by  comparison.  The  factories  are 
penned  inside  high  cement  walls  near 
the  center  of  Pilsen,  a  town  more 
famed  for  its  beer  than  its  industry. 
The  Communist  Party  bosses  at  Sko- 
da were  recently  ousted,  and  a  new 
group  of  competent  senior  managers, 
led  by  Commercial  Director  Jaroslav 
Mestanek,  is  working  urgently  to 
stave  off  collapse. 

It  is  an  epic  task.  The  new  manage- 
ment has  no  precise  idea  of  the  fac- 
tory's inventory,  investment  or  the 
level  of  state  subsidy.  Mestanek 
guesses  it  will  take  about  $125  mil- 
lion of  outside  investment  to  do  the 
modernizing  and  repair  work  that  will 
be  required  to  shift  production  away 
from  the  Soviet  market  to  products 
salable  in  the  West. 

Some  Skoda  assets  are  beyond  sal- 
vage. Its  nuclear  energy  business,  be- 
gun in  a  blaze  of  Stalinist  glory,  is 
now  largely  idled  by  uncertainties 
about  the  safety  of  the  Skoda  reactors. 
These  are  built  to  Soviet  specifica- 
tions— a  weak  selling  point  since 
Chernobyl. 

Most  orders  from  Eastern  Europe 
were  canceled.  Skoda's  cavernous  re- 


actor assembly  building  is  clogged 
with  half-completed  reactors.  Two 
men,  wearing  ski  goggles,  use  simple 
arc  welders  to  fasten  steel  tubes  to  an 
iimer  shell.  It  is  a  scene  straight  out  of 
a  1930s  newsreel. 

Skoda,  in  keeping  with  Soviet  prac- 
tice, took  industrial  self-sufficiency 
to  senseless  lengths.  Skoda  does  ev- 
erything for  itself,  from  smelting  its 
own  steel  to  generating  its  own  elec- 
tricity. Inefficiency  is  bred  at  every 
stage  of  the  process. 

This  cumbersome  arrangement  will 
make  it  difficult  to  cut  costs  without 
firing  thousands  of  workers.  Mes- 
tanek says  he  has  talked  with  Sie- 
mens, ASEA  Brown  Boveri  and  General 
Electric.  All  are  inteiested  in  expand- 
ing commercial  ties,  especially  in  the 
manufacture  of  steam  turbines,  with 
General  Electric  the  most  enthusias- 
tic. But  the  Westerners,  Skoda  offi- 
cials report,  are  wary  of  any  deep  in- 
volvement, including  a  stakeholding, 
because  of  doubts  about  Skoda's  rick- 
ety finances. 

Where  to  go  from  here  for  Skoda? 
Says  Jaroslav  Mestanek  bravely:  "The 
goal  now  is  profit."  But  how  to 
achieve  it  in  a  world  where  profit  was 
thought  not  only  superfluous  but  ac- 
tually evil?  ■ 
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A  former  professor  and  a  retired  captain  of 
indvistry  are  putting  excitement  and  profit- 
ability hack  into  Broadway. 


Restoring  the 

glitter  to  the 

Great  White  Way 


By  Lisa  Gnbemick 
witb  Reed  Abelson 


JAMES  BiNGER  and  Frederick 
Rocco  Landesman  went  to  the 
races  together  at  Aqueduct  in 
1987.  Both  placed  their  bets  on  Ogygi- 
an,  a  4-year-old  Thoroughbred.  After 
the  stallion  charged  first  across  the 
finish  line,  Binger  smiled.  His  $2  bet 
netted  him  $2.10.  He  asked  Landes- 
man how  much  he  had  on  the  horse. 
"He  told  me  $6,000,"  Binger  recalls, 
shaking  his  head.  "Rocco  is  good  at 
swinging  a  lot  of  money  around  and 
picking  the  right  play." 

Which  is  why  Jim  Binger,  retired 
chief  of  Honeywell  Inc.,  has  backed 
Landesman  so  heavily.  Binger,  a  long- 
time theater  buff,  owns  five  Broadway 
theaters.  They  are  very  prosperous 
theaters — in  large  part 
because  Landesman 
runs  them  for  Binger. 

Rocco  Landesman — 
nobody  calls  him 
Fred — is  a  42-year-old 
red-haired  former  Yale 
drama  professor. 

Binger  is  a  73 -year-old 
industrialist  and  one- 
time polo  player  who 
resembles  an  actor 
playing  a  distinguished 
businessman  but  also 
is  a  distinguished  busi- 
nessman. The  two 
make  an  odd  couple 
but  an  effective  team. 
Binger  got  involved 
with  the  theaters  back 


Gypsy's  Tyne  Daly 
Recouping  on  the  road 


in  the  mid-1960s  at  the  suggestion  of 
his  father-in-law,  the  late  3M  board 
chairman  William  McKnight,  who 
started  buying  up  Broadway  theaters 
in  the  mid-1950s.  He  named  the  oper- 
ation Jujamcyn  (pronounced  joo-jam- 
sin  and  named  for  his  three  grandchil- 
dren: Judith,  James  and  Cynthia).  As 
Binger  was  about  to  retire  from  Hon- 
eywell, his  father-in-law  offered  some 
sage  advice.  "Start  cultivating  other 
interests  now,"  McKnight  said,  "so 
you  won't  spend  the  rest  of  your  life 
looking  back."  When  McKnight  died, 
he  left  his  theaters  to  Binger. 

But  the  theaters  were  no  easy  hob- 
by. By  the  fall  of  1987,  three  of  the  five 
were  dark.  Jujamcyn  had  just  lost  a 
bid  for  The  Phantom  of  the  Opera,  the 
newest  Andrew  Lloyd  Webber  musi- 
cal, to  the  Shubert  Organization.  New 
thinking  was  called  for. 
Binger,  who  lives  in 
Minneapolis,  realized 
that  Jujamcyn  could 
not  successfully  com- 
pete for  the  British  im- 
ports. He  wanted  to  go 
after  indigenous  Amer- 
ican product,  and  he 
wanted  to  bring  in 
someone  familiar  with 
the  work  going  on  at 
the  various  local  play- 
houses around  the 
country.  Enter  Landes- 
man. Binger  figured 
that  the  onetime  aca- 
demic, with  his  Yale 
background  and  con- 
tacts with  the  regional 


theaters,  was  his  man,  and  he  appears 
to  have  made  the  right  choice. 
Landesman  predicted  it  would  take 
him  five  years  to  turn  the  operation 
around.  He  is  IVi  years  ahead  of 
schedule.  When  Landesman  signed  on 
in  1987  the  chain  was  running  $2.2 
million  in  the  red  on  revenues  of 
$15.7  million.  Last  year  Jujamcyn's 
revenues  hit  $40.6  million,  and  prof- 
its from  the  theater  operations  were 
$2  million. 

Nor  is  the  success  measurable  only 
in  dollars:  The  Jujamcyn  chain  could 
well  sweep  the  Tony  Awards  in  June. 
Binger  and  Landesman  currently  have 
four  of  the  hotter  tickets  on  Broad- 
way: City  of  Attfiels,  Cyps);  Crami  Hotel 
and  Cat  on  a  Hot  Tin  Roof  And  they 
may  soon  have  a  fifth.  This  month 
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Kathleen  Turner  with  Jujamcyn's  Rocco  Landesman  and  James  Binger 

"Rocco,"  says  Binger,  "is  good  at  swinging  a  lot  of  money  around  and  picking  the  right  play.' 


they  open  The  Piano  Lesson,  by  Pulitzer 
Prize-winner  August  Wilson  (for 
Fences  in  1987),  at  Jujamcyn's  Walter 
Kerr  Theatre. 

Four  out  of  five,  not  to  mention  five 
out  of  five,  is  an  astoundingly  good 
showing  in  a  business  where  flops  are 
more  frequent  than  hits  and  where 
most  backers  are  in  it  for  the  excite- 
ment rather  than  for  the  economic 
returns.  Thanks  in  no  small  measure 
to  the  shows  that  this  former  profes- 
sor has  booked  into  Jujamcyn's  the- 
aters, this  season  Broadway  overall 
will  have  more  new  productions  than 
at  any  other  time  in  the  last  seven 
years.  Of  an  estimated  $270  million 
expected  to  flow  into  the  ticket  win- 
dows at  Broadway's  36  houses  this 
year,  Jujamcyn's  5  should  account  for 


more  than  20%  of  the  gross  receipts. 

To  a  scene  long  dominated  by  su- 
perannuated and  unimaginative  busi- 
ness types,  Landesman  brings  a  theat- 
rical flair  and  marketing  talent — may- 
be the  two  are  almost  the  same  thing. 
Says  famed  producer  Hal  Prince: 
"Rocco  is  willing  to  try  new  ideas — 
and  so  far  they  seem  to  be  working." 

Some  of  his  new  ideas  are  old  ideas 
imaginatively  revived.  Americans  in- 
vented the  musical  comedy— Jerome 
Kem,  Irving  Berlin,  Cole  Porter.  But 
the  art  here  has  dwindled  to  the  van- 
ishing point,  to  be  taken  over  by  Brit- 
ain's Andrew  Lloyd  Webber,  whose 
musicals — Evita,  Cats,  The  Phantom  of 
the  Opera — have  in  recent  years  been 
Broadway's  biggest  moneymakers. 

If  Landesman's  Big  River  and  Into  The 


Woods  were  not  hits  on  the  scale  of 
Lloyd  Webber's  productions,  they  at 
least  begin  to  reestablish  American 
credentials  in  a  field  we  pioneered  and 
lost.  They  begin  to  fi'l  the  gap  left  in 
the  theater  when  Michael  Bermett, 
producer  of  Dreamgirls  and  A  Chorus 
Line,  died  three  years  ago. 

Not  so  long  ago,  many  theater  own- 
ers acted  merely  as  real  estate  people, 
collecting  rents  and  a  percentage  of 
the  box  office  receipts.  It  was  the  pro- 
ducers— entrepreneurs  such  as  David 
Merrick  and  Hal  Prince — and  their  in- 
vestors who  shouldered  the  financial 
burden  of  putting  on  shows.  But  pro- 
duction costs  have  risen  (a  musical 
costing  no  more  than  $2  million  to 
produce  ten  years  ago  can  now  run  $7 
million)  and  tax  reform  has  reduced 
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Grand  Hotel  (top);  City  of  Angels 
Reviving  musicals  that  are  made 
in  America. 

the  appeal  of  limited  partnerships  for 
theater  investments. 

As  a  result,  fewer  and  fewer  produc- 
ers can  raise  the  money  to  mount  new 
shows,  meaning  that  the  theater  own- 
ers must  invest  in  and  originate  more 
plays.  The  trouble  is,  only  one  of  four 
shows  recoups  its  investment.  Both 
the  Shubert  and  Nederlander  organi- 
zations have  tried  to  originate  shows; 
of  late  they  generally  haven't  made 
much  money  on  the  productions. 
Landesman,  by  contrast,  has  shown 
that  good  theater  and  good  business 
are  not  incompatible. 

In  the  case  of  two  of  his  hits,  G)psy 
and  Cat  on  a  Hot  Tin  Roof,  Landesman 
is  working  with  a  production  team 
that  believes  a  show  can  start  to  re- 
coup its  investment  before  it  ever 
comes  to  Broadway.  Both  Gypsy  and 
Cat  have  made  back  almost  50%  of 
their  initial  investment  with  profit- 
able pre-New  York  out-of-town  tours. 
In  the  old  days  untested  shows  went 
on  the  road  only  for  fine-tuning,  with- 
out much  regard  for  financial  returns. 

That  Rocco  Landesman  combines  a 
flair  for  the  theater  with  a  hard  head 
for  business  is  not  so  surprising  con- 
sidering his  background.  Landesman 's 
father,  Fred,  was  a  St.  Louis  painter 


Jujamcyn  Chief  Executive  Rocco  iMndesnum 
Turning  a  profit  2Va  years  ahead  of  schedule. 


who,  unusual  for  an  artist,  had  a  head 
for  money.  The  elder  Landesman, 
now  deceased,  cleaned  up  playing 
poker  on  Mississippi  River  boats  and 
then  parlayed  the  money  by  success- 
ful stock  market  speculation.  In  the 
mid-1950s  he  and  a  brother  founded 
the  Crystal  Palace,  a  now  defunct  ex- 
perimental cabaret  in  St.  Louis.  When 
Rocco  was  a  kid .  his  father  often 
brought  home  theatrical  personalities 
like  Mike  Nichols  and  Barbra  Strei- 
sand as  house  guests. 

After  graduating  from  the  Universi- 
ty of  Wisconsin,  Landesman///^  pro- 
ceeded, not  unnaturally,  to  the  Yale 
Drama  School,  where,  with  people 
like  Sigourney  Weaver  and  Meryl 
Streep,  he  became  a  star  pupil  of  Rob- 
ert Brustein,  then  head  of  the  drama 


department.  He  stayed  at  Yale  teach- 
ing drama  criticism  to  graduate  stu- 
dents and  editing  the  university's  the- 
ater magazine.  But  business,  too,  fas- 
cinated him. 

He  had  started  trading  stocks  for 
himself  as  an  undergraduate.  "I 
learned  it  from  my  father,"  he  says. 
"It  was  an  easy  way  to  make  a  lot  of 
money  without  working  very  hard." 
At  Yale  he  started  trading  for  faculty 
members  and  friends  in  return  for 
10%  of  the  profit;  this  was  eventually 
bringmg  m  $40,000  to  $50,000  a  year, 
more  than  he  made  teaching. 

Looking  back,  he  says:  "I  had  the 
wrong  metabolism  for  academia.  I 
needed  a  faster  pace,  the  kind  of  im- 
mediate gratification  that  you  get  at 
the  races  and  in  the  stock  market.  I 
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Jujamcyn's  Jack  Viertel  (I.)  and  Aldo  Scrofani  in  the  refurbished  Walter  Kerr 
Establishing  a  reputation  for  ident^ing  promising  projects  early. 


had  it  arranged  so  that  all  my  courses 
would  be  taught  in  one  day  and  I'd 
spend  the  rest  of  the  time  at  the  race- 
track or  playing  the  stock  market." 

In  1978  Landesman  left  Yale, 
bought  aoracehorse,  Lean  Lad,  and  got 
serious  about  the  stock  market, 
launching  his  own  hedge  fund,  named 
the  Cardinal  Fund  after  his  home- 
town baseball  team.  "It  was  the  first 
time  we  ever  lost  someone  to  Wall 
Street,"  says  Brustein.  As  it  turned 
out,  however,  while  Yale  lost  Landes- 
man, the  theater  didn't. 

For  the  next  five  years  Landesman 
divided  his  time  between  the  racing 
form  and  the  stock  tables,  running  the 
units  in  his  Cardinal  Fund  from  $400 
to  a  1984  high  of  $13,000,  but  he 
learned  humility  in  October  of  1987. 


Succumbing  to  his  love  for  the  the- 
ater, he  had  accepted  Binger's  offer  to 
run  Jujamcyn  and  was,  in  his  words, 
"somewhat  distracted.  We  got  mur- 
dered on  Oct.  19."  The  units  were 
recently  trading  at  about  $5,000  each. 

As  far  back  as  1983,  Landesman  be- 
gan again  dabbling  on  Broadway.  He 
and  his  wife,  Heidi,  were  on  their  way 
to  a  concert  by  a  country  singer,  Roger 
("King  of  the  Road")  Miller,  at  Man- 
hattan's Lone  Star  Cafe.  Miller  was 
past  his  prime  as  a  star,  but  Landes- 
man still  admired  him.  On  the  way  to 
the  show  he  began  to  think  that 
Miller  should  write  the  score  for  a 
musical.  Heidi,  a  set  designer,  said, 
"What  about  Huckleberry  Finn?"  Af- 
ter the  concert  Landesman  ap- 
proached Miller,  who  had  seen  one 
Broadway  play  in  his  life.  "He  looked 
at  me  like  I  was  on  drugs,"  Landes- 
man recalled.  Over  the  next  half-year 
Landesman  kept  writing  Miller  until 
the  songwriter  finally  invited  him  to 
talk  after  a  concert  in  Reno.  "Roger 
was  mystified  that  this  ex- Yale  pro- 
fessor could  quote  his  lyrics,"  said 
Landesman.  Mystified  but  pleased,  he 
agreed.  By  October  1983  Landesman 
had  a  book,  Broadway  parlance  for  the 
story  outline  and  dialog,  for  Big  River, 
the  Huck  Finn  story  set  to  music,  and 
an  agreement  from  the  American 
Repertory  Theater  in  Cambridge  to 
stage  the  project.  With  music  by 
Miller,  Big  River  opened  to  largely  pos- 
itive reviews  in  Boston,  and  finally 
opened  on  Broadway  in  April  1985. 

Landesman  is  the  key  player  in  a 
partnership  with  half  a  dozen  pro- 
ducer/investors  that   included   Rick 


Steiner,  a  Cincinnati-based  investor; 
Michael  David  and  Sherman  Warner, 
two  buddies  from  Yale,-  and  wife  Hei- 
di. Unlike  most  other  Broadway  pro- 
ducers, who  die  if  the  New  York  Times 
knocks  their  show,  Landesman  and 
company  decided  not  to  gamble  ev- 
erything on  pleasing  a  single  review- 
er. So,  to  push  Big  River,  for  example, 
he  promoted  a  frog-jumping  contest 
outside  the  Eugene  O'Neill  Theatre 
and  took  out  ads  on  the  backs  of  milk 
cartons.  Despite  a  tepid  review  in  the 
Times,  Big  River  ended  up  the  musical 
hit  of  an  otherwise  dry  season,  win- 
ning seven  Tony  Awards,  running  IVi 
years  and  returning  $5  million  on  a 
$2.5  million  investment. 

Landesman  and  some  of  his  boys 
put  on  Steven  Sondheim's  Into  The 
Woods — Cinderella,  Red  Riding  Hood 
and  Jack  and  the  Beanstalk  all  rolled 
together  and  set  to  a  Broadway  score. 
After  the  original  star,  Bemadette  Pe- 
ters, left  the  show,  Landesman  decid- 
ed that,  instead  of  going  after  a  tradi- 
tional Broadway  ac  ress,  he  would 
cast  Phylicia  Rashad,  who  plays  the 
beautiful,  ever  patient  and  quick-wit- 
ted mother  on  the  Cosby!  Show.  Landes- 
man was  convinced  that  Rashad 
would  broaden  the  show's  appeal  and 
"bring  in  a  different  audience,"  as  he 
put  it.  It  worked.  Sondheim  shows 
have  usually  lost  money,  but  this  one 
will  probably  break  even  after  it  fin- 
ishes its  current  tour  of  the  provinces. 

As  it  happened,  Landesman 's  land- 
lord was  none  other  than  Jim  Binger, 
who  owned  the  Eugene  O'Neill 
(where  Big  River  was  playing)  and  the 
Martin  Beck  (where  Landesman  had 
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The  Piano  Lesson  in  Hollywood's  Doolittle  Theatre  (top); 

Into  The  Woods  playing  in  Cincinnati 

Showing  that  good  theater  and  sound  economics  are  not  incompatible. 


Into  The  Woods].  Impressed  by  Landes- 
man's  turnout,  Binger  rang  up  Yale's 
Brustein,  Landesman's  former  boss. 
"What  would  happen  if  I  hired  him  to 
run  my  theaters?"  Binger  asked.  Bru- 
stein: "He'll  cost  you  a  lot  of  money 
at  first,  but  he'll  change  the  face  of  the 
American  theater."  Binger  offered  the 
job  and  Landesman  accepted.  As  it 
turned  out,  Brustein  was  half  right. 
Almost  from  the  start  Landesman 
made  money  for  Binger,  and  he  is 
changing  the  face  of  the  theater. 

Landesman  has  restored  the  older 
theatrical  tradition  where  the  impre- 
sario often  owned  his  own  theater  and 
where  the  functions  of  landlord  and 
producer  were  not  separate.  Landes- 
man has  set  up  his  own  in-house  pro- 
duction team,  the  first  on  Broadway, 
headed  by  Jack  Viertel,  a  onetime  the- 
ater critic  for  the  Los  Angeles  Herald 
Examiner.  Viertel's  first  find  was  M. 
Butterfly,  a  relatively  low-cost,  modest 


production  that  made  a  great  deal  of 
money.  The  Tony  Award-winning 
play,  which  closed  in  January,  was  the 
longest-running  nonmusical  Broad- 
way play  in  12  years  and  ended  up 
making  $2  million  for  its  theater  in 
less  than  two  years. 

Unlike  other  theater  owners  who 
generally  wait  for  independent  pro- 
ducers and  playwrights  to  come  to 
them,  Landesman  and  Viertel  have 
established  a  reputation  for  identify- 
ing promising  projects  early  in  their 
development. 

He  and  Viertel  were  among  the  first 
to  see  The  Heidi  Chronicles,  the  major 
hit  and  Pulitzer  and  Tony  Award  win- 
ner, while  the  play  was  in  tryouts  in 
Seattle.  They  wanted  it  for  one  of 
their  theaters  but  lost  out  to  the  Shu- 
berts,  who  offered  a  better  location. 
Landesman  has  since  done  a  $2  mil- 
lion overhaul  of  the  Ritz  Theatre  and 
renamed  it  the  Walter  Kerr,  after  the 


respected  former  drama  critic  of  the 
New  York  Times.  August  Wilson,  who 
could  have  had  his  pick  of  Broadway 
houses,  chose  the  Kerr  for  his  newest 
play.  The  Piano  Lesson. 

Landesman  is  making  investments 
for  the  future.  He  has  helped  to  fund  a 
theater  program  in  suburban  Pur- 
chase, N.Y.,  a  less  expensive  forum 
for  tryouts  than  Manhattan. 

Always  the  businessman  as  well  as 
the  impresario,  Landesman  believes 
much  of  the  legitimate  theater's  trou- 
bles stem  from  reckless  spending.  He 
is  convinced  that  exorbitant  musicals 
take  too  long  to  recoup,  so  he  has 
shied  away  from  anything  that  costs 
over  $5  million  to  produce. 

As  a  marketing  man,  Landesman 
has  attempted  to  draw  new  audiences 
for  a  medium  where  marketing  is  a 
forgotten  art.  He  has  revived  the  sale 
of  subscriptions — the  first  Broadway 
subscription  series  in  half  a  century. 
With  a  subscription  the  customer  gets 
a  discount  for  buying  tickets  to  a 
group  of  shows  and  the  producer  gets 
cash  up  front  to  help  defray  his  costs. 
By  offering  a  slight  price  break  from 
the  extravagant  prices  on  Broadway — 
where  seats  can  run  $60 — he  is  hoping 
to  bring  in  a  more  price-conscious 
crowd  and  to  encourage  people  to  at- 
tend the  theater  more  frequently.  "If 
this  business  is  to  succeed  in  the  long 
run  we  have  to  get  the  theatergoing 
habit  back,"  he  says.  "If  you're  just 
seeing  a  megamusical  on  your  wed- 
ding anniversary,  we're  all  in  trouble. 
We  are  determined  to  get  people  back 
into  the  theater.  Whatever  it  takes." 

Last  month,  on  opening  night  for 
Cat  on  a  Hot  Tin  Roof,  starring  Kath- 
leen Turner,  there  was  little  question 
that  Jujamcyn  had  what  it  took.  The 
play  finished  to  a  standing  ovation, 
and  afterwards  the  cast  headed 
through  the  cold  clear  night  to  the 
Grand  Ballroom  of  Manhattan's  Plaza 
Hotel.  Jim  Binger  stood  beaming 
amidst  a  clutch  of  celebrities  and  pa- 
parazzi. He  had  just  heard  that  there 
was  an  extremely  favorable  review  in 
the  early  edition  of  the  New  York  Times 
Even  better,  he  knew  that  nearly  50% 
of  the  show's  seats  had  been  sold  in 
advance  for  the  show's  17-week  run. 
One  of  Jujamcyn's  management  team. 
Executive  Vice  President  Aldo  Scro- 
fani,  strode  to  where  Binger  was 
standing  in  line  for  his  share  of  the 
catfish  and  black-eyed  peas.  Scrofani 
handed  Binger  an  envelope.  It  con- 
tained a  dividend  check.  Even  before 
it  had  opened,  the  show  had  taken  in 
enough  money  to  cover  all  its  operat- 
ing costs  and  assure  a  profit. 

For  Binger,  Landesman  and  Jujam- 
cyn, a  pretty  good  day  at  the  races.  ■ 
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Strategies 


'7  can  make  planes  wait  for  me, ''  says 
Harper  Group's  John  Robinson.  Well,  not 
quite,  but  through  foresight  and  positive 
imagery,  Robinson  has  built  a  highly  profit- 
able international  freight  forwarder. 

The  power  of 
positive  imagery 


By  Spyros  Hanolatos 


T|all  and  distinguished,  John 
Robinson  does  not  believe  in 
luck.  He  believes,  rather,  in  pos- 
itive imagery,  in  other  words,  creating 
one's  own  reality  by  focusing  intense- 
ly on  what  one  wants. 


"Before  I  knock  on  the  door  to  get  a 
contract,  I  imagine  the  man  signing 
it,"  says  Robinson,  67,  who  began  to 
study  positive  imagery  techniques 
about  20  years  ago  in  an  attempt  to 
find  an  answer  to  his  son's  learning 
problems.  "I  have  done  this  for  every 
major  contract  in  the  last  ten  years.  I 


use  this  positive  imagery  on  people 
who  are  catastrophically  ill.  They  be- 
come healthy.  You  have  to  be  a  100% 
believer  to  make  it  work.  I  can  make 
airplanes  wait  for  me." 

For  his  company.  Harper  Group,  an 
international  freight  forwarder,  Rob- 
inson visualizes  revenues  at  a  highly 
positive  level  of  $1  billion  by  1997 
(one  year  before  Harper's  centenary), 
with  profits  steadily  increasing  at  a 
clip  of  15%  to  20%  a  year.  This  would 
follow  a  decade  of  heady  growth. 
Since  Robinson  took  Harper  Group 
public  in  June  1977,  revenues  mush- 
roomed from  $60  million  to  nearly 
$400  million  last  year.  Profits  in- 
creased from  $3  million  to  $15  mil- 
lion, and  the  company's  market  value 
is  up  ninefold,  to  $200  million.  Robin- 
son and  his  brother  own  around  30% 
of  the  stock,  a  stake  that  may  have 
helped  finance  a  substantial  collec- 
tion of  impressionist  and  contempo- 
rary paintings.  Robinson  and  the  com- 
pany maintain  apartments  in  London, 
Paris,  Amsterdam  and  Rio  de  Janeiro. 
He  bought  his  son  a  10,000-acre  allu- 
vial bean  farm  in  Argentina.  His  pent- 
house office  in  the  South  of  Market 
district  of  San  Francisco  overlooks  a 
Japanese  garden. 

Harper  Group  is  positive  proof  of 
the  globalization  of  everything  over 

Cindy  Charles 


John  Robinson,  clxiinyian  of  profitable  Harper  Group 
ViauaUxing  revenues  at  a  highly  positive  level  of  $1  billion. 
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The  end  of  long,  long  flights 
with  puny,  puny  food. 


Thebeginningofa  new  world  in  Business  Class. 


There  you  are  Within  the  first 
hour  of  the  long,  long  flight  across  the 
Pacific,  and  you're  down  to  your  last 
peanut.  And  that's  it. 

Because  there's  not  much  you'll 
eat  on  this  trip  that  will  taste  as  good 
as  that  bag  of  peanuts. 

So  you  decide  to  ration  this  final 
peanut.  Half  now.  Halfin  eight  hours. 
It's  going  to  be  a  long  trip. 

Not  any  longer. 

Starting  soon, 
United's  new  interna- 
tional Business  Class 


celebrates  food,  glorious  food,  as  one  of 
the  joys  of  long  flights. 

Now  United  gives  you  a  choice  of 
three  entrees,  plus  wonderful  French 
champagne  and  European  wines. 

There's  more  Extra  room.  Our 
all-new  seats  recline  further  than  ever. 
They  come  with  movable  swivel  trays, 
and  60  degree  adjustable  footrests. 
All  the  touches,  all  the  absolutely 
right  touches. 
United's  international 
Business  Class. 
The  best  of  all  worlds. 
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the  past  three  decades.  The 
company's  business  is  freight 
forwarding  around  the  world. 
Harper  purchases  cargo  space 
from  airUnes  and  ocean  carri- 
ers at  wholesale  prices  and  re- 
sells the  space  to  its  customers 
at  retail  prices.  About  half  of 
Harper's  revenues  derive  from 
international  air  freight,  with 
the  balance  divided  between 
ocean  freight  forwarding  and 
customs  brokerage. 

Harper's  is  not  a  business  of 
moving  a  few  containerloads 

of  toys  from  Hong  Kong  to    , 

New  York.  The  company's  biggest  cli- 
ents are  ibm  and  3M,  each  of  which 
accounts  for  about  5%  of  total  reve- 
nues. Another  big  client  is  the  U.N.: 
In  March  1989  the  Harper  Group  ar- 
ranged the  shipment  of  the  U.N.'s 
peacekeeping  mission  to  Namibia — 
eight  ships  were  chartered  to  trans- 
port the  cars,  trucks  and  household 
goods.  Another  significant  project 
was  arranging  the  shipment  of  4,000 
truckloads  of  equipment  for  Toyota's 
first  automobile  manufacturing  plant 
in  the  U.S.,  in  Kentucky,  in  1988. 
That  one  contract  was  worth  $2  mil- 
lion in  revenues. 

Harper  is  an  old-line  San  Francisco 
company.  It  was  started  in  1898  as  a 
customs    brokerage    firm    by    Fred 


Cindv  Charles 


Creative  Learning  Center,  near  Napa  Valley 
Obligatory  training,  once  a  year,  for  one  week. 


Harper.  The  Robinsons  got  involved 
after  John  Robinson's  grandfather  lost 
his  money  in  the  tobacco  business  in 
Kentucky  in  the  early  1900s.  The  fam- 
ily moved  west  to  San  Francisco.  John 
Robinson's  father  took  a  job  as  an 
office  boy  at  the  Harper  Co.  at  the  age 
of  11.  At  that  time  the  firm  had  only 
three  employees,  but  with  the  open- 
ing of  the  Panama  Canal  in  1914  and 
increased  trade  between  the  U.S.  and 
the  Far  East,  the  firm  began  to  grow. 
After  the  founding  Harper  died,  in  the 
early  1940s,  his  heirs  sold  the  compa- 
ny to  Robinson's  father  for  under 
$15,000.  The  company  was  renamed 
Harper,  Robinson  &.  Co. 

In  1947,  following  a  stint  as  a  lieu- 
tenant junior  grade  in  the  Navy  in  the 


Far  East,  John  Robinson  joined 
his  father  at  Harper,  Robinson, 
workmg  as  an  office  clerk.  By 
that  time  the  firm  had  grown 
to  12  employees. 

A  year  later  the  air  freight 
business  started  to  grow  rapid- 
ly and  Pan  American  appoint- 
ed Harper,  Robinson  as  one  of 
its  freight  agents  in  San  Fran- 
cisco. Robinson  says  he  got  his 
big  break  in  1951,  when  Pan 
Am  offered  its  agents  a  free 
pass  to  visit  the  Orient.  The 
contacts  he  established  there 

were     instrumental     in     the 

growth  of  the  company. 

John  Robinson  replaced  his  father  as 
chairman  in  1963,  when  he  was  40. 
"When  the  computer  came  along,  that 
scared  my  father  out, "  chuckles  Robin- 
son, who  was  determined  that  Harper 
should  be  one  of  the  first  freight  for- 
warders to  computerize.  Today  the 
Harper  Group  has  one  of  the  most 
sophisticated  computer  systems  in  the 
industry,  providing  Harper  and  its  cus- 
tomers with  a  tracking  and  clearance 
system  for  all  shipments. 

"Most  of  our  business  today  is  not 
in  the  transportation  business,"  says 
Robinson.  "Anybody  can  load  an  air- 
plane or  ship.  Our  business  is  in  the 
movement  of  information.  That 
means  being  electronically  connected 


Introducing  the  Hyatt  Regency  Suites.  Because  business 
travelers  acUially  conduct  business  on  their  trips. 


We  built  our  new  hotel  on  Chicago's  Magnificent        r^,  •  24-hour  personal  concierge,  valet,  and  room  service 

Mile  with  top-management  executives  in  mind.  So    y  y^  ^^^_^^,^     •  Courtesy  limousines  to  Loop  and  Near  North 
every  guest  has  the  luxury  of  not  one,  but  two         11  iTVli        *  ^  ^"''^  stocked  wet  bar  with  refrigerator 

TDUCH' 


richly  appointed  rooms.  And  of  course,  you'll 
find  evidence  of  the  Hyatt  touch  all  around  you: 


Privileges  to  our  health  club  and  lap  pool 
Multi-lingual  secretarial  service,  and  more. 


Hyatt  Regency  Suites0On  Michigan  Avenue 

CHICAGO 

676  North  Michigan  Avenue,  Chicago,  Illinois,  60611.  For  reservations,  call  your  (ravel  planner  or  312-337-1234.  Or  call  toll-free  1-800-233-1234. 
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Spartan™ : 

How  lb  Save 
In  the  1990s. 


Compare  Spartan " 
Money  Market  Fund's 
Yields  to  Your  Bank's. 

spartan  Money  Market  Fund 
offers  Fidelity's  highest  money 
market  yields.  In  fact,  Spartan's 
yields  are  significantly  above  those 
offered  by  bank  money  market 
accounts  and  CDs. '  Of  course, 
unlike  CDs,  which  lock  you  into  a 
fixed  rate,  Spartan's  yield  varies  with 
market  conditions. 

And,  while  not  FDIC  insured  like 
bank  accounts  and  CDs,  Spartan  is 
designed  for  long-term  investors 
looking  for  a  secure  way  to  build 
their  savings. 


Spartan™  Money 
Market  Fund 


a59 


Eflfective  Yield* 


8.25 


Current  Yield* 


Take  Advantage  of 
Spartan's  Exclusive 
Low-Cost  Guarantee. 

Other  things  being  equal,  lower 
operating  expenses  can  mean 
higher  current  yields.  That's  why 
Fidelity  guarantees  that  Spartan 
Money  Market  Fund's  expenses 
will  not  exceed  0.45%  into 
1992! 

Plus,  your  Spartan  Money 
Market  Fund  yield  is  getting  an 
extra  boost  while  Fidelity  tempo- 
rarily pays  for  a  portion  of  the  Fund's 
expenses.* 

And,  you  pay  only  for  the  trans- 
actions you  make.^ 


Get  the  Added  Benefits  of  Investing  with  Fidelity. 

The  nation's  largest  privately  held  investment  management  firm,  Fidelity  manages  more  than  $40  billion  in  money 
market  assets,  making  us  uniquely  qualified  to  handle  your  savings  needs.  For  more  complete  information  on  any  fund, 
including  management  fees  and  Spartan's  transaction  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money.  (Minimum  Investment:  $20,000.) 

Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-8888 


Fidelity 


investments 


® 


Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX  75266-060.1 

*.\nnualized  historical  vields  for  the  '-day  period  ending  .VI 2/90.  Effective  yield  assumes  reinvested  income.  Yields  will  vary  Fidelity  is  temporarily  paying  for  a  portion  of  the 
Fund's  expenses.  If  the  adviser  had  not  paid  a  portion  of  the  fund's  expenses,  the  current  and  effective  yields  would  have  been  7.85%  and  8.17%,  respectively  The  expense 
limitation  may  be  terminated  or  revised  at  any  time,  at  w  hich  time  expenses  w  ill  go  up  and  yield  will  go  down.  (Through  5/7/92,  the  Fund's  expenses  will  not  be  more  than 
.45%.)  'Based  on  average  annual  vields  for  100  leading  banks  and  thrifts  as  reported  weekly  2/1/89-.V14/90  in  BANK  RATE  MONITOR.  'These  transactions  will  reduce  vour 
2r     yield  depending  on  the  number  you  make.  CODE:  FORB/SPM/041690 


Then  there  were  those 
families  who  found  homes  ir 
one  of  the  over400,000  renta 


Since 
1980,  Fannie 
Mae  has 
raised  over 

$450  billion  at  home  and 
abroad  to  finance  housing 
here  in  America. 

But  more  important 
than  the  dollar  amount 
is  the  people  amount- 
the  number  of  families 
we  helped  put  in  decent 
housing.  Over  7  million 
in  the  1980s  alone. 

Families  who  found 
no  matter  where  in  the 
country  they  lived, 
mortgage  money  was 
always  available  at  the 
most  affordable  cost  possible. 

And  the  mortgages  we 
financed  for  these  families 
during  the  last  decade  aver- 
aged only  about  $60,000. 


units  financed  through  F^nni 
Mae's  multifamily  programs.  ^ 
And  veiy  important  to  u  i 
families  who  needed  hc^lf)  an 
found  that  help  in  one  of  tli 


*  I 


Mae. 


many  low- and  moderate- 
|icome  programs  that  Fannie 
[ae  has  developed. 


EVery  one  of  these  fami- 
s  benefited  from  an  idea  that 
orks:  Fannie  Mae. 
I     They  benefited  from  our 
jfficiency  in  executing  that 


idea  all 
through 
the  last 
decade. 
That's  the  role  Congress 
assigned  us  over  SOyears  ago. 
Arole  that  dedicates 
Fannie  Mae  to  the 
^    availability  of  mortgage 
money  at  the  lowest 
possible  cost. 

At  Fannie  Mae,  that's 
our  only  business.  And 
we  know  how  important 
it  is  to  the  American 
people  that  we  do  it  well. 

Throughout  the 
next  decade,  millions  of 
American  families  will  be 
looking  for  a  home. 

And  Fannie  Mae  will 
be  there  to  help  them  find  it. 

FannieMae 

The  USA's  Housing  Partner 


with  the  ship  or  importer,  so  electron- 
ically he  can  send  you  his  invoice." 

Robinson  also  was  intent  upon  de- 
veloping a  global  business.  "I  foresaw 
that  multinational  customers  like 
Chevron,  General  Motors  and  ibm 
would  move  a  lot  of  goods  interna- 
tionally," he  explains,  "and  they 
would  want  somebody  with  uniform 
ideas."  Whereas  other  freight  forward- 
ers were  dealing  with  agents  for  their 
international  business,  Robinson  set 
up  a  company-owned  office  wherever 
business  demanded  it,  eventually 
buying  out  any  joint  venture  partners. 
The  Harper  Group  now  has  3, 150  em- 
ployees working  out  of  more  than  280 
offices,  90  of  which  are  in  the  U.S., 
with  the  remaining  offices  in  42  coun- 
tries around  the  world.  Robinson  is 
now  looking  to  open  offices  in  Eastern 
Europe  and  to  collaborate  with  a 
freight  forwarder  in  Canton,  China. 

A  central  precept  behind  Harper 
Group  is  Robinson's  belief  that,  un- 
like others  in  the  industry.  Harper 
should  never  own  its  transportation 
assets.  As  he  puts  it,  "If  it  flies,  floats 
or  has  wheels,  we  won't  own  it."  He  is 
quick  to  criticize  such  competitors  as 
Federal  Express  or  American  Presi- 
dent Cos.,  both  of  which  own  large 
fleets  and  are  trying  to  make  the  job  of 
the  independent  freight  forwarder  ob- 
solete by  internalizing  it  themselves. 

"Ocean  carriers  or  Federal  Express 
have  the  job  of  filling  their  ships  or 
airplanes,"  says  Robinson.  "They  are 
very  narrow-minded.  The  advantage 
of  Harper  is  that  we  have  much  more 
flexibility  because  we  have  a  much 
larger  universe  to  choose  from.  Feder- 
al Express  wants  to  have  our  head. 
And  me  the  same,  I  want  their  head." 

Unwilling  to  grow  only  at  world 
trade's  rate  of  growth,  Robinson  is 
using  Harper's  strong  balance  sheet 
(including  nearly  $30  million  in  cash 
and  a  valuable  international  real  es- 
tate portfolio)  to  acquire  other  freight 
forwarders.  Last  year  Robinson  ex- 
panded Harper's  50-branch  network 
in  Europe  by  buying  the  international 
freight  forwarding  division  of  London- 
based  Bowater  Industries.  For  $9  mil- 
lion, Robinson  got  a  company  with 
$85  million  in  revenues,  offices 
throughout  Europe,  and  an  attractive 
tax-loss  carryforward.  Another  recent 
acquisition,  New  Zealand-based 
Challenge  Freight  Services,  special- 
izes in  the  movement  of  perishable 
goods — a  rapidly  growing  segment  of 
international  trade. 

To  build  an  organization  capable  of 
handling  this  growth  and  of  outliving 
him,  Robinson  is  always  willing  to 
discuss  his  belief  in  the  power  of  posi- 
tive imagery  with  his  employees.  He 


has  established  two  Creative  Learning 
Centers,  one  on  23  acres  northwest  of 
Napa  Valley  and  another  in  the  Phil- 
ippines. Harper  Group's  managers  are 
obliged  to  attend  seminars  every  year 
for  at  least  a  week  to  learn  time  man- 
agement and  leadership  skills.  For  all 
of  Harper's  3,150  employees  around 
the    world,    Robinson    publishes    a 


health  newsletter  that  promotes  exer- 
cise and  nutrition  programs  (Robin- 
son still  jogs  3  to  5  miles  a  day)  and 
gives  the  chairman's  advice  on  posi- 
tive visualization  techniques. 

It's  not  the  way  everyone  would  run 
a  business,  but  for  Robinson  and 
Harper  Group's  shareholders  it  has 
been  ^  mighty  profitable  way. 


The  Up  &  Comers 


Merchandisers 


His  bosses  squabbled,  his  industry  was  de- 
pressed, and  Raymond  Weil  had  turned 
50.  It  was  time  to  start  his  own  company. 

Ready-to-wear 
watches 


By  zina  Sairaya 


THERE  IS  MUCH  to  be  Said  for 
starting  a  business  not  at  the 
top  but  at  the  bottom  of  the 
business  cycle,  even  if  the  business  in 
question  is  Swiss  wrist- 
watches.  Says  Raymond 
Weil,  a  Swiss  watch- 
maker who  started  his 
company,  Raymond 

Weil  S.A.,  in  1976  in  the 
teeth  of  a  ferocious 
watch  industry  reces- 
sion: "Despite  a  reces- 
sion, you  know,  there's 
always  room  when  you 
do  well." 

Weil  was  50  when  he 
started  the  company.  For 
nearly  30  years  he  had 
been  peddling  inexpen- 
sive watches  for  a  now- 
defunct  family-owned 
Swiss  firm.  But  quartz 
watches  from  Japan's 
Seiko  and  Citizen,  not  to 
mention  cheapies  from 
Hong  Kong,  were  deci- 
mating the  makers  of  in- 
expensive Swiss  watch- 
es.   Worse,    relatives   at 


One-tenth  the 
cost  off>old 


the  firm  for  which  Weil  was  working 
became  embroiled  in  a  dispute  over 
inheritance.  Weil  thought  it  was  best 
to  go  out  on  his  own,  recession  or  no. 
At  the  time,  the  industry  was  polar- 
ized. At  the  high  end  were  $1,000- 
and-up  watches  from  Va- 
cheron  Constantin,  Au- 
demars  Piguet,  Patek 
Philippe,  Rolex  and  a 
few  others.  At  the  low 
end  were  scores  of  firms 
making  steel-and-quartz 
watches.  In  the  middle 
was  practically  nobody. 
Weil  recognized  that 
lots  of  people  who  didn't 
want  to  pay  thousands  of 
dollars  for  a  watch 
would  pay  $195  to  $895 
for  something  more 
fashionable  than  steel 
^  and  quartz.  With  his 
r'^\  partner,  Simonc  Bcdat, 
*A^^  Weil  designed  a  stylish, 
\^^,  18-kt  electroplate-finish 
i^^^  (so  the  gold  veneer 
^^  doesn't  rub  off)  watch 
that  looked  and  felt  ex- 
pensive but  retailed  for 
about  a  tenth  the  cost  of 
a  solid  gold  watch.  Says 
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In  1889,  when  Eiffel's  engineering  masterpiece  towered  above  Paris, 
Allendale  had  been  a  top  property  insurer  for  54  years. 


WhenGustave  Eiffel  began  construction  on  his  thousand-foot 
tower  for  the  1889  Paris  Expositiorv  many  thought  it  was 
impossible.  But,  in  spite  of  formidable  engineering  challenges, 
the  Eiffel  Tower  was  completed  in  just  2  years.  And  when  the 
first  visitors  gazed  up  at  his  triumph,  Allendale's  engineers  had 
been  pioneering  loss  control  technology  for  54  years. 

Today,  Allendale  is  an  interrxational  company  bringing 


engineering  expertise  to  clients  around  the  world.  After  a 
century  and  a  half,  we're  still  shaping  the  history  of  loss  control 
with  engineering,  training,  research,  responsiveness  and  fairness 
in  the  way  we  do  business.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


©1990  AT&T 
•Interstate. 
•*Some  restrictions  may  apply. 


This  office  is  normally  floode 
Fortunately  they  use  AE^  80 
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ith  800  calls, 
ervice 


Imagine  your  phones  are  ringing  off  the  hook  with  800 
calls  when— crack!— a  burst  pipe  puts  you  out  of  business. 

Or  perhaps  the  construction  crew  next  door  hits  a  cable. 
Or  something  like  a  sudden  snowstorm  keeps  your  people 
away  from  the  office.  Imagine  all  the  unexpected  events  that 
could  cause  you  to  lose  800  calls,  and  possibly  sales. 

That's  why  when  you  choose  AT&T  for  800  service,  you 
automatically  get  our  exclusive  AT&T  800  Assurance  Policy* 
It  protects  you  from  everyday  problems  by  guaranteeing  to  get 
you  back  in  touch  with  your  customers  fast. 

For  instance,  we  can  reroute  calls  to  any  other  working 
phone,  in  any  other  location,  across  town  or  across  the 
country  Or  we  can  keep  your  customers  informed  with  a 
customized  recorded  announcement— all  within  one  hour 
after  you  choose  the  alternative  that's  right  for  you. 

The  AT&T  800  Assurance  Policy  is  free,  and  only  AT&T 
offers  anything  like  it.  So  when  you  choose  AT&i;  you  not  only 
get  the  most  reliable  800  service, you  also  get  the  only  com- 
prehensive guarantee  available. 

The  AIM"  800  Assurance  Policy. 
Another  AJM^advantage. 

Throughjune  29, 1990,  AT&T  will  waive  the  installation 
charges  on  domestic  AT&T 800  READYLINE®  Service,  AT&T 
MEGACOM®  800  Service  and  Basic  800  Service  For  full 
details  on  how  this  offer**  applies  to  your  business,  call  your 
AT&T  Account  Executive  or  1 800  222-0400. 


AFBT 

The  right  choice. 


PRESIDENTS 

CEOs 

CFOs 

INVI^TOR 

RELATIONS 

EXECUTIVES 

YOUR  MOST 

IMPORTANT 

DOCUMENT 

IS  ABOUT 

TO  BE 
RELEASED  - 
YOUR  ANNUAL 
REPORT 

Now's  the  time  to  make  your 
annual  report  visible  to  an  active 
institutional  and  private  investor 
market -the  2.3  million  readers 
of  FORBES. 

Advertise  in  FORBES  1990 
SPRING  ANNUAL  REPORT 
SECTION.  It's  the  first  choice  for 
investor  relations  professionals 
because  they  believe  FORBES  will 
draw  a  higher  number  of  requests 
per  advertisement. 

For  questions  and  rates,  call 
Virginia  Carroll  at  (212)  620-2339  or 
Sarah  Madison  (505)  275-1282/3 

Issue  Date: 
May  28,1990 

Closing  Date: 
March  30,1990 


Nora  Feller 


Raymond  Weil,  presidevt  of  Raymond  Weil  S.A. 
'There's  always  room  when  you  do  well." 


Weil:  "We  wanted  to  make pret-d-por- 
ter  [ready-to-wear]  watches." 

With  savings  and  a  small  loan  from 
banker  friends,  Weil  produced  a  few 
samples  and  began  knocking  on  po- 
tential distributors'  doors  in  England, 
South  Africa  and  the  Middle  East.  He 
remembers  climbing  countless  stairs, 
going  in  and  out  of  offices  to  sell  his 
watches.  "We  did  everything  our- 
selves," recalls  Weil.  "We  were  the 
clerk  and  the  boss.  We  went  to  the 
post  office.  When  you  start  a  compa- 
ny, you  have  to  go  through  all  these 
stages." 

After  the  International  Jewelry  Fair 
in  Basel  in  1977,  the  most  important 
event  in  the  watch  industry,  Weil 
watches  began  to  sell.  Weil  was  able 
to  hook  up  with  wholesalers,  enabling 
him  to  build  up  a  network  of  agents 
worldwide.  One  of  Weil's  early 
wholesalers  was  Benny  Shabtai,  a  for- 
mer bodyguard  attached  to  the  Israeli 
embassy  in  Paris.  Shabtai  became  the 
exclusive  agent  of  Raymond  Weil 
watches  in  the  U.S.,  now  the  most 
important  market  for  Weil.  Shabtai 
spends  20%  of  sales  on  advertising, 
and  has  built  Weil  watch  sales  in  the 
U.S.  to  $20  million  (wholesale)  last 
year,  a  tenfold  increase  since  1980. 

Raymond  Weil  watches,  which 
now  retail  for  up  to  $1,000,  are  hand- 
assembled  in  a  factory  outside  Gene- 
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va  from  components  bought  from 
Swiss  suppliers.  Wearing  his  latest 
model — a  sleek  black  tank  watch — 
and  a  Hermes  look-alike  custom- 
made  tie  with  his  own  label  (given 
only  to  friends,  he  says),  Weil  declines 
to  say  how  profitable  his  company  is. 
But  he  does  say  sales  now  exceed  $80 
million  worldwide.  Output  has  in- 
creased 76%  since  1987,  to  a  current 
annual  rate  of  around  600,000;  this 
makes  Raymond  Weil  S.A.  one  of  the 
largest  Swiss  watch  companies. 

Competition  in  the  midprice  range 
has  increased  dramatically:  Gucci 
Timepieces  and  North  American 
Watch  Corp.'s  Movado,  for  example, 
quickly  followed  Weil's  lead.  But 
Weil  seems  still  to  enjoy  the  fruits  of 
being  first.  Says  competitor  John  Hu- 
bacher,  president  of  Rado  Watch  Co., 
which  is  part  of  smh,  the  Swiss  con- 
glomerate that  owns  Omega,  Tissot 
and  Swatch:  "They  really  own  that 
middle-range  price  market  for  fashion 
watches." 

Weil  now  hopes  to  take  his  name 
upmarket.  He's  planning  to  intro- 
duce, next  year,  a  small  line  of  gold 
watches,  which  will  probably  retail  at 
$1,000  and  up.  It's  a  big  risk;  Weil  has 
no  reputation  to  exploit  in  the  highly 
competitive  luxury  watch  category. 
Then  again,  Weil  is  hardly  a  stranger 
to  big  risks.  ■ 
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"Our  salesman  comes  in  with 
a  $500,000  order  and  all  he  can 
see  is  a  newjaguar  in  his  driveway 
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"I  run  a  D&B  and  find  out  the 
customer's  in  over  his  head. 

"The  salesman  starts  screaming 
that  I  cost  him  his  car  What 
I  really  did  was  save  his  house!' 


Credit  decisions  aren't  always  popular,  but  they're  never 
unimportant.  Nobody  knows  that  better  than  Dun  &  Bradstreet, 
which  is  why  we  offer  you  the  biggest,  most  accurate  business 
database  there  is.  We  track  the  creditworthiness  of  millions  of 
businesses,  and  we  update  our  files  nearl)'  500,000  times  a  day 

What's  more,  we  deliver  reports  by  phone,  by  fax,  by 
modem,  by  mail,  even  on  a  compact  disk.  And  if  you  need  special 
help,  like  customized  reports,  computer  modeling  or  a  consul- 
tant's analysis,  we  have  it  for  you. 

Your  decisions  aren't  alwa\'S  good  news.  But  they  can  always 
come  from  mod  information.  Maybe  that's  why  more  credit  peo-    Oi  in  fi,  RrClHctrP^l^t 
pie  call  D&B  than  any  other  source.  ^         IJUH  &  KrdUSireCl 

To  put  D&B  to  work  for  you,  cau  us  at  1-800-234-DUNs.       The  tine  art  01  managing  risk. 


Dun  &  Bradstreet  Business  Credit  Services 
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A  large  step  for  our  planet, 
A  natural  step  for  Volvo. 


O. 


'ur  planet  is  being  hurt. 
Badly  hurt.  At  a  breathtaking 
pace  mankind  is  exhausting 
all  that  makes  survival  on  earth 
possible.  Our  world  is  being 
stripped  bare  and  choked  by 
pollution.  The  balance  of  nature 
has  been  upset. 

We  all  share  responsibility  for 
what  is  happening.  Not  least 
the  automotive  industry,  which  is 
why  Volvo's  top  management 
has  decided  to  act  by  agreeing 


upon  a  comprehensive  environ-- J 
mental  charter  for  the  Volvo       1 
Group  of  Companies.  Systemat- 
ically, efficiently  and  as  quickly  as 
possible,  Volvo  wants  to  clean  up 
after  itself. 

Volvo  now  has  a  written  action 
program  which  touches  on 
everything  posing  a  threat  to  the 
environment:  at  our  plants, 
during  use  of  our  products,  and 
even  when  the  time  comes  to 
scrap  them. 
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The  head  of  each  Volvo  com- 
pany is  responsible  for  imple- 
menting the  environment  care 
program.  And  every  year  several 
companies  will  be  closely  moni- 
tored by  central  environment 
auditors  to  check  on  progress. 

It  won't  all  happen  overnight; 
we  cannot  become  perfect  by 
tomorrow.  Yet  everything  Volvo 
does,  or  fails  to  do  today,  will  be 
decisive  if  the  next  generation  is 
to  have  any  future. 


VOLVO:  79,000  em- 
ployees worldwide.  Sales 
US  $15  billion.  Business 
activities  encompass  cars, 
trucks,  buses,  marine  and 
industrial  engines,  aero- 
space, food  and  finance. 
Our  position  as  a  major 
international  group  with 
substantial  operations  in 
Europe  and  North  America 
is  a  result  of  quality,  safety, 
high  ethical  standards  and 
showing  care  for  people 
and  the  environment. 
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Shirtsleeves  to  shirtsleeves  in  three  genera- 
tions doesnt  apply  to  Cleveland's  Rankin 
family.  Here's  how  a  young  executive 
helped  save  Nacco,  grandpa's  company. 

A  chip  off 
the  old  block 


By  Alyssa  A.  Lappen 


IN  SOME  OLD-LINE  busuicss  fam- 
ilies the  blood  refuses  to  run  thin. 
It  is  particularly  thick  in  the  sec- 
ond and  third  generations  of  Cleve- 
land's Taplin  and  Rankin  families, 
heirs  to  a  company  patriarch  Frank 
Taplin  founded  in  1912.  In  the  past 
three  years  the  heirs  have  kept  the 


company  independent  and  added  over 
$70  million  to  their  net  worth. 

The  company  is  the  venerable 
North  American  Coal  Corp.  The  par- 
ent was  rechristened  in  1986  with  the 
nondescript  name  of  Nacco  Industries 
Inc.  Unimaginative  the  name  may  be, 
but  the  story  of  the  company's  trans- 
formation.is  anything  but  boring.  For 
decades  the  company  mined  mainly 


bituminous  coal  from  reserves  in 
Ohio  and  Pennsylvania.  By  the  1980s 
profits  were  still  healthy,  but  labor 
problems  and  costs  were  growing. 
Nacco's  longtime  chief  executive, 
Otes  Bennett,  had  reached  retirement 
age  without  a  designated  successor. 

The  company  had  diversified,  but 
halfheartedly.  In  1985  it  had  acquired 
*^Yale  Materials  Handling  Corp.,  a 
maker  of  forklifts,  motorized  hand 
trucks  and  other  warehouse  equip- 
ment, from  Eaton  Corp.  for  $34  mil- 
lion. But  cash  was  piling  up. 

With  the  woods  swarming  with  op- 
erators looking  for  firms  to  buy  and 
break  up,  Nacco  seemed  a  likely  tar- 
get. Was  one  more  proud  old  Cleve- 
land company  about  to  be  lost?  Frank 
Taplin's  heirs — his  sons  Frank  and 
Thomas,  his  daughter  Clara  and  son- 
in-law  Alfred  Rankin  Sr.,  and  his 
grandson  Alfred  Rankin  Jr. — together 
owned  35%  of  the  stock.  They  might 
have  profited  from  a  breakup,  but  they 
felt  the  Nacco  flag  should  be  kept 
flying,  both  for  tradition's  sake  and  in 
hopes  of  raising  Nacco's  value. 

Although  no  family  members 
worked  there,  several  had  long  been 
on  the  board.  In  1986  the  board  dis- 


Roger  Masiroianni 


Nacco  Chief  Operating  Officer  Alfred  Rankin  Jr. 

A  new  class  of  superpowerful  voting  stock,  a  new  chairman  and  a  new  strategy. 
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^'it's  just  a  little  welcome  the  St  Louis 
CVC  helped  me  arrange,  sir.'' 


If  you  know  the  secret  to  a  successful 
meeting  is  knowing  the  people  who  know 
how  to  get  things  done,  you  should  get 
to  know  us. 

We're  the  St.  Louis  Convention  and 
Visitors  Commission.  Our  team  of  experts 
is  ready  to  assist  you  with  your  meeting, 
every  step  of  the  way. 

We  pride  ourselves  on  assistance  that's 
both  thorough  and  professional.  No  matter 
what  size  your  meeting,  we  can  help  you 
locate  and  book  hotels,  meeting  facilities, 
transportation,  special  services  and  what- 
ever else  you  need.  Program  planning, 
promotion,  publicity  and  registration  are 


all  services  we  can  help  provide. 

St.  Louis  offers  a  convenient  central 
location,  very  reasonable  per  diem  costs, 
excellent  facilities,  all  sorts  of  fun,  and  an 
expert  staff  to  help  you  pull  it  all  together. 
That's  an  impressive  combination. 

There's  even  more  that  makes  St.  Louis 
your  ideal  meetingplace.  We've  put  it  all 
together  in  our  new  1990  Meeting  Planner's 
Guide.  To  get  your  copy,  and  help  in  arrang- 
ing your  meeting,  clip  and  mail  the  coupon 
below,  or  call  John  Gerard  at  1-800-325-7962. 

Then  put  us  to  work.  And  have  a  meet- 
ing that  can  make  you  look  very  impressive 
to  the  people  you  want  to  impress 


I     John  Gerard,  St.  Louis  Convention  &  Visitors  Commission, 
10  S.  Broadway,  St.  Louis,  MO  63102,  (or  call  1-800-325-7962) 


"n 


Dear  John  Gerard:  Please  send  me  the  new  1990  Meeting  Planner's  Guide  To  St.  Louis. 
Name: Title: 


Organization: . 
Address: 


City:_ 
State: . 
Zip:_ 


Telephone: 


L 


Stiouis 
HieNeetinacilace 


St.  Louis  Convention  &  Visitors  Commission 
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Roger  Masiroanni 


Nacco  Chief  Executive  Ward  Smith 
The  Iou>-cost  producer  rarely  faiXa. 


Yale  Materials'  natrow-aisle  lift  trucks,  top;  below,  a  Proctor-Silex 
iron  factory  in  Southern  Pines,  N.C. 


tributed  to  shareholders  a  new  class  of 
superpowerful  voting  stock  as  raider 
repellent;  as  nonfamily  holders  con- 
verted new  B  shares  to  A  shares  and 
sold  them  in  the  public  market,  the 
Taplins'  and  Rankins'  voting  power 
increased  from  35%  to  50%  currently. 

With  control  firmly  in  family 
hands,  the  board  deputized  Alfred 
*■  Rankin  Jr.,  then  44  and  a  graduate  of 
both  Yale  College  and  Yale  Law 
School,  to  help  shake  things  up.  Ran- 
kin was  happy  managing  the  industri- 
al group  across  town  from  Nacco  at 
Eaton  Corp.,  but  as  a  director  and 
shareholder  of  Nacco  he  was  asked  to 
recruit  a  new  chief  executive. 

The  man  the  board  targeted  was 
Ward  Smith,  then  56,  a  lawyer  by 
training,  chairman  of  White  Consoli- 
dated Industries,  and  a  longtime 
Nacco  director.  Over  hors  d'oeuvres 
at  Cleveland's  musty  Union  Club, 
Rankin  propositioned  Smith.  Would 
he  like  to  run  Nacco?  The  timing  was 
perfect.  White  Consolidated  had  just 
been  bought  by  Sweden's  Electrolux. 
Smith  had  announced  his  resignation 
but  wanted  to  stay  in  Cleveland,  and 
here  was  a  challenge.  "I  accepted  with 
alacrity,"  Smith  recalls. 

He  rolled  up  his  sleeves.  Business 
was  good,  but  labor  and  environmen- 
tal problems  spelled  trouble  ahead.  In 
1985  Nacco  earned  a  nifty  $31  million 
on  sales  of  $552  million,  mostly  from 
coal  mining,  but  the  prosperity  might 
not  last.  Less  than  a  year  on  the  job. 
Smith,  although  holding  on  to  coal 
operations  in  North  Dakota  and  Tex- 
as, sold  off  Nacco's  last  two  big  Ohio 
coal  mines  for  $32  million,  adding  the 
net  proceeds  to  Nacco's  $90  million 
cash  hoard. 

Now  to  put  that  cash  to  work.  Any 
M.B.A.  who  can  do  cash  flow  analysis 
can  make  acquisitions.  It  takes  a 
smart  business  person  to  structure  a 
meaningful  diversification  program. 
Smith  looked  at  over  a  dozen  candi- 
dates in  his  first  year,  but  few  met  his 
standards.  "We  wanted  products  that 
were  manufactured  in  an  uncompli- 
cated way,"  he  says,  "and  had  a  low 
rate  of  technological  change  and  a 
leading  market  position — not  tail-end 
Charlies."  It  was  a  philosophy  he 
learned  at  White  Consolidated:  Be  fa- 
natical about  holding  down  costs  and 
get  long  production  runs;  that  will 
make  you  a  low-cost  producer,  and 
the  low-cost  producer  rarely  fails. 

In  1988  Smith  bought  home  appli- 
ance maker  WearEvcr-ProctorSilcx 
and  Kitchen  Collection,  then  a  Proc- 
tor-Silex factory  outlet  chain,  from 
Wesray  for  $190  million  including 
debt.  All  these  met  his  criteria.  Their 
products  had   top  market  positions 
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and  the  businesses  were  growing  fast- 
er than  the  economy.  He  recouped  a 
big  chunk  a  few  months  later  when  he 
sold  the  WearEver  pots  and  pans  busi- 
ness for  $51  million,  keeping  the 
Proctor- Silex  appliance  unit. 

After  listening  to  more  than  a  dozen 
new  pitches,  Smith  last  year  agreed  to 
pay  $660  million  for  Hyster  Corp.,  the 
most  profitable  forklift  maker  in  the 
U.S.  He  combined  it  with  the  older 
acquisition,  Yale  Materials  Handling. 

Under  Nacco's  wing,  Hyster  could 
tap  into  Yale's  partnerships  with  Su- 
mitomo Heavy  Industries  in  Japan 
and  Jungheinrich  in  Germany,  and 
Yale  could  use  Hyster's  help  in  the 
U.S.  and  U.K.  It  was  a  lovely  fit,  and 
promised  to  save  $30  million  a  year 
on  design  and  manufacturing  costs. 

The  financial  strategy  was  simple: 
Borrow  against  Nacco's  relatively 
debt-free  balance  sheet  to  make  ac- 
quisitions, then  pay  down  the  result- 
ing debt  from  cash  flow.  The  cost  of 
the  acquisitions  tripled  Nacco's  debt 
load,  to  76%  of  capital.  Smith  has 
since  cut  that  down  to  68%  of  capital, 
but  says:  "We're  uncomfortable  with 
this  level  of  debt,  which  we  hope  to 
cut  to  35%  of  capital."  In  short, 
Nacco  was  using  leverage  as  a  short- 
term  tactic,  not  a  long-term  strategy. 

Here's  what  Nacco  looks  like  to- 
day. While  it  remains  one  of  the  U.S.' 
top  ten  independent  coal  producers, 
mining  accounted  for  only  16%  of  its 
$1.2  billion  in  sales  last  year  and  24% 
of  its  operating  profit.  Over  66%  of  its 
sales  now  comes  from  making  fork- 
lifts  and  other  loading  equipment;  an- 
other $220  million  comes  from 
housewares  like  toasters  and  irons. 
Now  Nacco  hopes  to  merge  Proctor- 
Silex  with  Glen  Dimplex,  Ltd.'s  Ham- 
ilton Beach  unit,  which  makes  blend- 
ers and  food  processors.  Nacco  would 
keep  65%  of  the  new  firm. 

James  Wiggins,  an  analyst  with 
Cleveland's  McDonald  8k  Co.,  thinks 
the  company's  sales  this  year  will  rise 
27%,  to  $1.5  billion,  and  profits  from 
continuing^  operations  will  climb 
17%,  to  $55  million,  or  $6.20  a  share. 
At  3.7%  of  probable  revenues,  that 
would  be  a  decent  return  on  sales. 
That  the  stock  now  sells  below  nine 
times  estimated  earnings  says  more 
about  the  fact  that  it  is  no  longer  a 
takeover  candidate  than  it  does  about 
the  quality  of  earnings. 

In  Februaiy  Smith  called  Al  Ran- 
kin, who  had  worked  his  way  up  to 
vice  chairman  and  chief  operating  of- 
ficer at  Eaton.  Would  the  younger 
man  like  to  help  him  run  Nacco?  Ran- 
kin is  now  Nacco's  president  and 
chief  operating  officer — and  Smith's 
obvious  successor.  ■ 
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UVEA 
CUTTY  ABOVE 


To  send  a  gift  of  Cutty  Sark  anywhere  in  ttie  USA,  where  legal, 
dial  1-800-238-4373. 


'JtlLW-ii' 


It  takes  energy  to  make  energy.  From 
our  riggers  and  roughnecks.  From 
our  planners,  our  traders,  our  serv- 
ice station  attendants.  From  38,000 
BPAmerica  employees  in  all.  Their 
energy  has  made  BPAmerica  the 
largest  producer  of  American  oil, 
producing  800,000  barrels  of  oil  a 
day. To  make  the  most  of  our  country's 
energy  resources,  we're  making  the 


most  of  our  human  ones. 


Mar^ting 


Bxlited  by  Joshua  Levine 


Pork  has  always  had  a  pretty  piggy  image, 
but  an  improved  product  and  afresh  mar-  - 
keting  approach  has  helped  put  a  lot  more 
pork  on  American  plates. 

Cluck,  cluck,  oink 


Too  MANY  PEOPLE  gTcw  up  eat- 
ing pork  that  their  mothers 
cooked  to  the  consistency  of  a 
baseball  mitt,"  says  Ric  Cooper. 
"Mom  thought  she'd  poison  the  kids 
with  fatal  trichinosis  otherwise." 

Cooper  is  now  probably  the  coun- 
try's leading  authority  on  how  hard  it 
is  to  get  folks  to  eat  pork.  He  is  the 
president  of  the  Midwest  division  of 
Bozell  Inc.,  in  Chicago,  the  advertis- 
ing agency  that  was  handed  the  task 
of  cleaning  up  pork's  image. 

It  wasn't  easy.  Pork  had  worms, 
people  thought.  It  came  from  dirty 
animals;  it  was  fatty  and  high  in  cho- 
lesterol, it  was  a  low-rent,  blue-collar 
food  wolfed  down  by  beer-swilling 
guys  in  dirty  undershirts.  And  be- 
cause pork  has  so  often  been  served  "a 
la  catcher's  glove,"  it  rarely  found  its 
way  onto  the  plates  of  more  sophisti- 
cated diners. 

By  1986  pork  consumption  had 
dropped  to  59  pounds  per  capita  from 
a  high  of  68  pounds  in  1980.  Beef,  too, 
had  fallen  from  a  high  of  94  pounds  in 
1976  to  79  pounds,  as  the  nation  went 
on  a  poultry  spree  (see  chart,  p.  128). 

In  1986  the  National  Pork  Produc- 
ers Council  asked  Bozell  for  help  in 
the  image  department  and  put  some 
$12  million  a  year  into  a  national 
marketing  campaign. 

Now,  as  any  marketing  person 
knows,  all  the  advertising  and  promo- 
tion in  the  world  won't  help  a  bad 
product.  Before  calling  in  Bozell,  the 
pork  folks  had  worked  hard  on  im- 
proving their  product.  For  instance, 
thanks  to  improved  feeding  and 
breeding  methods,  pork  today  is  about 
50%  leaner  than  it  was  20  years  ago. 
And  pork  has  something  else  going  for 
it:  It  is  cheap.  A  pound  of  pork  cost 
$1.83  on  average  in  1989,  compared 
with  $2.70  for  a  pound  of  beef. 

The  improved  product,  backed  by 
advertising  and  promotion,  has  pro- 
duced results.  While  beef  consump- 
tion has  continued  to  fall,  pork  con- 
sumption has  begun  rising  again.  Last 
year  consumption  had  climbed  back 
to  63  pounds  per  capita.  Moreover, 
people  are  eating  more  expensive 
cuts.  Between  1986  and  1988  pork 
sales  rose  11%,  to  $28.3  billion,  about 
equal  to  the  gain  for  chicken  and  far 
ahead  of  beef's  2%  increase  in  the 
same  period.  Last  year,  the  Pork 
Council  estimates,  sales  inched  up 
further,  to  almost  $30  billion. 

Bozell's  new  image  campaign  cen- 
tered on  the  slogan  "Pork.  The  Other 
White  Meat."  At  first  the  hog  men 
were  horrified.  Pork  producers  had  al- 
ways considered  themselves  brawny, 
red-meat  folks,  just  like  cattlemen. 
But  Bozell  finally  convinced  the  hog 
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WE 
PROTECT  YOU 

WHETHER 

YOU  HAVE  A 
KEMPER 
POLICY 

OR  NOT 


Bill  Thomas  helps  prevent 
fires  in  places  you  and  your  family 
visit. 

Bill  heads  up  one  of  the 
most  comprehensive  state-of-the- 
art  fire  protection  labs  in  the 
world— Kemper's.  The  unique  lab 
serves  as  the  training  ground  for 
thousands  of  fire  safety  engineers 
who  advise  national  business  and 
property  owners  on  the  best  way  to 


extinguish  and  prevent  fires  on 
their  property. 

So  when  you  and  your 
family  go  to  a  stadium,  a  fast  food 
store,  an  airport,  or  other  build- 
ings that  have  implemented  safety 
standards  like  Kemper's,  you  can 
feel  safer. 

And  you  don't  need  to  have 
a  Kemper  policy  to  appreciate  the 
benefits  of  that. 
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Reaching  for  the  cachet  ofpoulet 
Atjbrat,  the  hog  men  were  horrffled. 


farmers  that  the  "other  white  meat" 
campaign  was  just  the  thing  to  dispel 
the  bugaboos  that  have  long  sur- 
rounded pork.  After  all,  trichinosis 
has  been  all  but  eradicated,  and  those 
leaner  hogs  do  produce  a  meat  that  is 
lower  in  cholesterol  and  fat.  Some  of 
the  new  ads  featured  the  low  calorie 
counts  for  pork  dishes,  while  the 
"other  white  meat"  slogan  gave  pork 
a  poultry  cachet. 

The  ads  also  make  sure  to  show 
pork  prepared  stylishly — many  of  the 
recipes  shown  are  normally  made 
with  chicken,  such  as  pork  kiev  and 
pork  cacciatore.  Says  Cooper,  "You'll 
never  see  a  pork  chop  in  those  ads,  at 
least  not  the  way  my  mother  cooked 
them." 

The  hog  men,  however,  were  wor- 
ried that  as  pork  moved  into  the  hen- 
house it  would  lose  its  reputation  for 
hearty,  satisfying  taste,  one  of  the  few 
good  qualities  consumers  identified 


with  pork.  So  the  Pork  Coimcil 
opened  a  second  front  against  beef  in 
1987.  The  council  devised  a  hefty  1  Vi- 
inch  slab  from  the  loin,  set  out  speci- 
fications for  trimming,  and  marketed 
it  as  America's  Cut,  which  the  ad 
agency  called  "a  new  kind  of  steak." 
In  case  anyone  missed  the  point,  a 
commercial  for  America's  Cut 
showed  a  macho  cowboy  chomping 
lustily  on  a  hunk  of  pork. 

That  left  some  unhappy  cattlemen. 
The  beef  industry  has  been  spending 
more  than  twice  as  much  per  year  on 
advertising  as  the  Pork  Council  to 
improve  its  ovm  image,  but  with  little 
effect.  Says  John  Harrington,  a  cattle- 
man and  livestock  analyst  in  Grand 
Island,  Nebr.,  "No  doubt  about  it,  the 
hog  guys  beat  us  bad,  and  they  did  it 
with  a  lot  less  money." 

The  Pork  Council  also  set  about 
getting  pork  on  menus  at  restaurants, 
which  have  long  resisted  using  pork 
as  freely  as  beef  or  chicken.  McDon- 
ald's, for  example,  had  tested  a  pork 
rib  sandwich  unsuccessfully  in  the 
early  1980s.  The  council  finally  was 
able  to  convince  McDonald's  to  try 
again,  and  helped  create  and  promote 
the  McRib  sandwich.  International 
House  of  Pancakes  outlets  in  Florida 
are  coming  out  with  a  roast  pork  din- 
ner, and  Shoney's,  a  Nashville-based 
family  restaurant  chain,  recently  tried 
its  hand  at  a  breakfast  chop,  devel- 
oped by  the  council.  These  days  a 
healthy  35%  of  all  pork  production  is 
eaten  outside  the  home,  up  from  12% 
just  eight  years  ago. 

None  of  this  has  escaped  the  atten- 
tion of  the  bluenoses  who  want  to 
dictate  what  Americans  should  eat.  A 
few  weeks  ago  the  self-styled  Center 
for  Science  in  the  Public  Interest  peti- 
tioned the  Federal  Trade  Commission 
to  halt  the  Pork  Council's  campaign 
and  order  corrective  advertising. 
"Pork  doesn't  deserve  to  be  compared 
to  chicken,  and  it  really  isn't  another 
white  meat,"  sneers  Bruce  Silver- 
glade,  the  center's  legal  director. 

Bruce,  why  not  let  the  consumers 
decide?  — J.L. 


Scenes  from  a  commercial  for  Ameriui's  Cut,  a  trademarkcd  slab  of  porh  loin 

After  ttUelng  on  chlchen,  the  Pork  Council  opened  a  mecondjront  against  beef. 
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business  to 
build  your  dreams 

Ot^er  the  years,  ITT  has  huilt  its  businesses  into 

leaders.  We  built  them  with  one  thought  in  mind. 

To  take  care  of  your  needs. 
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Leadership 
For  Excellence 


David  Pierpont  Gardner  is  president  of  the  nine-campus  University  of  California,  whicfi 
enrolls  160,000  students  and  fias  a  faculty  of  over  7,000.  He  was  Chairman  of  the  National 
Commission  on  Excellence  in  Education,  which  produced  the  landmark  1983  report,  A 
Nation  at  Risk:  The  Imperative  for  Educational  Reform. 


By  David  P.  Gardner 


Ralph  Waldo  Emerson  once 
observed  in  speaking  of  lead- 
ership, "An  institution  is  the 
lengthened  shadow  of  one  man." 
He  was  half  right.  Many  institutions 
have  indeed  sprung  from  seeds 
planted  by  one  uniquely  creative 
individual,  but  leadership  itself  is 
far  broader  than  that  and  far  more 
complex,  whether  one  speaks  of 
business  or  education  or  politics  or 
any  other  sphere  of  human  endeav- 


or, including  the  leadership  of  a 
college  or  university. 

The  essential  task  of  leader- 
ship, it  seems  to  me,  is  to  help 
move  an  institution  or  organization 
toward  its  goals,  a  purpose  best 
achieved  by  fostering  an  environ- 
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ment  in  which  individual  forms  of 
excellence  can  flourish. 

And  because  there  are  many 
different  kinds  of  excellence,  there 
are  many  different  kinds  of  leaders. 
Sometimes  circumstances  re- 
spond to  the  inspired  energy  of  a 
Thomas  Paine  or  a  George  Wash- 
ington; sometimes  they  demand 
the  determined  persuasiveness  of 
a  Benjamin  Franklin  or  a  Thomas 
Jefferson.  Just  as  there  is  no  single 
standard  of  excellence,  so  there  is 
no  absolute  measure  of  leadership; 
the  moment  and  the  context  are 
critical  variables. 

For  example,  there  have  been 
charismatic  university  presidents — 
Eliot  of  Harvard  and  Sproul  of  Cali- 
fornia come  to  mind — but  universi- 
ties are  generally  marked  by  a  dif- 
ferent kind  of  leadership.  The  facul- 
ty of  a  major  research  university  like 
the  University  of  California  are  intel- 
ligent, independent,  and  accom- 
plished people;  the  possibility  that 
a  single  voice  at  the  top,  however 
compelling,  confident,  or  eloquent, 
could  command  universal  assent  is 
one  of  the  more  unlikely  prospects 
in  today's  world. 

Most  academic  communities 
cannot  and  will  not  be  led  by  direc- 
tives or  slogans  or  the  force  of  a 
single  personality;  they  require 
consensus  more  than  charisma. 
Building  consensus  requires,  in 
turn,  a  leader  who  exercises  per- 
suasion, reason,  civility,  patience,  a 
high  tolerance  for  ambiguity,  re- 
spect for  competing  views,  and  the 
flexibility  to  change  his  or  her  mind 
if  that  is  where  the  evidence  points. 
Anyone  who  seeks  to  build  consen- 
sus must  have  a  credible  means  of 
tapping  the  opinions,  views,  knowl- 
edge and  perspectives  of  others, 
because  this  kind  of  leadership  is 
based  on  the  assumption  that  no 
one — including  the  president — has 
a  monopoly  on  wisdom  or  even  on 
good  ideas. 

The  consensus  style  of  leader- 
ship carries  its  own  risks,  of  course. 
One  is  that  consensus  may  not 
emerge,  and  institutional  paralysis 
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may  result.  Another  is  that  opening 
up  the  decision-making  process  in- 
vites questioning,  criticism,  some- 
times even  abuse,  and  these  can 
be  threatening,  both  to  institutions 
and  to  individuals.  To  put  one's  ego 
aside,  to  listen,  to  do  whatever  is 
necessary  to  achieve  the  common 
good  in  a  given  situation,  is  a  formi- 
dable challenge.  It  is  a  painstaking, 
slow,  and  sometimes  frustrating 
process. 

But  the  advantages  of  the  con- 
sensus style  of  leadership  are  con- 
siderable. When  it  works,  the  insti- 
tution not  only  moves  forward  with 
confidence  and  clarity,  but  those 
who  compose  it  move  forward  as 
well,  having  tested  the  boundaries 
of  their  own  talents  and  abilities  in 
ways  that  would  be  less  possible 
under  a  more  directive  style. 

Six  years  ago  I  chaired  the  Na- 
tional Commission  on  Excellence  in 
Education,  whose  charge  was  to 
examine  the  condition  of  American 
education  and  recommend  ways  to 
improve  it.  We  framed  our  findings 
not  as  a  report  to  government  but 
as  an  open  letter  to  the  American 
people,  written  in  everyday  English 
and  addressed  to  the  average  citi- 
zen. We  did  so  because  we  be- 
lieved that  the  profound  problems 
facing  America's  schools  demand- 
ed not  solutions  imposed  from  the 
top  but  individual  leadership  where 
it  would  really  make  a  difference:  in 
the  16,000  school  districts  in  this 
country  where  the  fundamental  de- 
cisions about  schools  are  made. 

Public  ^  response  was  over- 
whelming. Within  two  weeks,  three- 
fourths  of  the  American  people  had 
heard  of  A  Nation  at  Risk:  within  a 
year  nearly  six  million  reprints  had 
been  published.  It  helped  create 
the  first  real  opportunity  in  a  gener- 
ation to  bring  about  genuine  reform 
in  our  schools. 

Leadership  that  encourages 
individual  excellence  has  special 
relevance  in  a  society  like  ours,  in 
which  diversity  and  pluralism  are 
deeply  rooted  national  realities.  It  is 
more  often  subtle,  day-to-day,  and 


patient,  however,  than  it  is  bold  and 
charismatic,  although  time  and  cir- 
cumstances will  sometimes  require 
bold  and  charismatic  leadership 
rather  than  consensus-building. 

Such  leadership  is  not  easily 
nurtured  in  today's  America.  But 
leadership  has  never  been  easy. 
Take,  for  example,  the  birth  of  that 
great  consensus  document,  the 
Constitution  of  the  United  States. 
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In  a  rough  frontier  society, 
geographically  remote,  lacking  the 
means  for  easy  communication 
and  travel,  leadership  arose  in  the 
late  1 8th  century  that  was  driven  by 
a  disciplined,  informed,  and  so- 
phisticated appreciation  of  the  cul- 
ture and  of  the  civilization  to  which 
the  authors  of  our  Constitution  be- 
longed. The  Federalist,  for  exam- 
ple, reflects  the  authors'  acquaint- 
ance with  ancient  and  modern  his- 
tory;  it  also  reflects,   in  its  often 


stunning  prose,  Hamilton's  love  of 
literature,  Madison's  sophisticated 
and  almost  uncanny  comprehen- 
sion of  political  philosophy  and  the- 
ory, and  Jay's  grasp  of  the  law  and 
its  civilizing  role. 

We  are  living  200  years  later, 
of  course,  and  in  a  world  far  differ- 
ent from  that  of  the  founders  of  our 
nation.  American  leaders  today 
confront  a  world  quite  unlike  that  of 
late  18th  century  America  but,  re- 
markably, we  are  still  governed  un- 
der the  document  signed  in  Phila- 
delphia by  the  nation's  first  leaders. 
They  possessed  a  sense  of  the 
forces  that  were  shaping  their  cul- 
ture and  their  civilization;  indeed, 
they  manifested  an  almost  magical 
comprehension  of  their  times  and 
those  to  come.  The  framers  of  our 
Constitution  possessed  a  deep 
fund  of  knowledge,  incisively  en- 
gaged and  elegantly  expressed, 
that  made  what  they  wrote  sweep- 
ing and  strategic  in  its  scope  and 
significance,  suited  not  just  for  their 
time  but  for  ours  as  well. 

Anyone  interested  in  leader- 
ship for  the  future  would  do  well  to 
look  at  the  kind  and  quality  of  lead- 
ership that  marked  our  very  begin- 
nings as  a  nation,  for  it  was  from  the 
pens  of  these  extraordinanly  gifted, 
courageous,  and  well-educated 
men  that  our  freedoms  arose. 

They  believed  deeply  in  the 
importance  of  the  individual.  The 
document  they  signed,  which  was 
itself  a  reflection  of  profound  com- 
promises, assumed  that  the  citi- 
zens in  this  new  country  would  be 
willing  not  only  to  take  responsibil- 
ity for  their  own  lives,  but  also  to 
participate  in  the  civic  duties  of  citi- 
zenship and  to  exercise  their  newly 
won  freedoms  in  ways  that  tested 
the  limits  of  individual  talent,  prom- 
ise, and  potential. 

It  worked.  We  should  always 
remember  why. 


The  opinions  expressed  in  this  essay  are  solely  those  of  the  author  and  not  neccesarily  those  of  ITT. 


Taxing  Matters 


How  had  is  it  if  you  never  get  around  to 
filing  your  tax  return?  Could  you  just  pay 
the  hack  taxes  and  interest  and  shrug  it  all^ 
off?  Or  would  the  IRS  ruin  you? 

The  Dinkins 
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By  Patrice  Daggan 


Iet's  say  you're  a  busy  executive, 
_  basically  honest  but  given  to 
I  procrastination.  Apr.  15  comes 
and  goes,  and  you  haven't  filed  a  1040 
or  even  a  request  for  an  extension. 
What  happens? 

What   happens   if  you   don't   file 
seems  to  depend  on  two  things:  how 
much  you  owe  and  how  the  Internal 
Revenue  Service  interprets  your  mo- 
tives. At  least  you  have  a  lot  of 
company.  The  irs  estimates  it  is 
losing  upwards  of  $7  billion  a 
year  to  nonfilers. 

Paul  Perito,  a  white-collar 
criminal  defense  lawyer  in  Wash- 
ington, D.C.,  says  that  it's  some- 
times his  most  successful  clients 
who  don't  file.  Among  them  have 
been  a  prominent  police  chief,  a 
member  of  Congress  and  the 
president  of  a  Forbes  500s  compa- 
ny. Says  Perito,  "I  see  an  enor- 
mous dichotomy  between  their 
professional  lives  and  personal 
lives." 

Some  of  the  nonfilers  are  out- 
and-out  cheaters:  self-employed 
people,  cocaine  dealers  and  so  on. 
But  what  of  the  mere  procrastina- 
tors?  They  usually  get  away  without 
criminal  charges  and  simply  pay  in- 
terest and  penalties. 

It's  pretty  dumb  not  to  file  if  you  are 
expecting  a  refund — after  three  years 
you're  not  entitled  to  the  money.  Say 
you  didn't  file  returns  in  1982  and 
1983.  You  couldn't  use  a  refund  from 
one  year  to  offset  a  tax  liability  for  the 
other.  Time  works  to  forgive  the  gov- 
ernment's debts  but  not  yours. 

The  fees  can  add  up  fast  if  you  do 
owe  tax.  The  late-filing  penalty  is  5% 
of  the  unpaid  balance,  per  month,  up 


to  a  maximum  of  25%.  In  addition, 
you  owe  1 1  %  annual  interest  on  both 
the  unpaid  tax  and  the  failure-to-file 
penalty.  There's  no  statute  of  limita- 
tions if  you  fail  to  file — the  ms  could 
nail  you  tomorrow  for  failing  to  file 
in  1962. 

The  law  for  fraudulent  failure  to  file 
recently  changed.  Now,  if  the  irs  be- 
lieves that  you  failed  to  file  in  order  to 
conceal  your  income,  you  can  be 
charged  a  fraud  penalty  of   15%    a 
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month  on  unpaid  taxes,  up  to  75%. 
For  returns  due  before  December 
1989,  however,  the  old  penalty  ap- 
plies: 5%  levied  not  just  against  un- 
paid tax  but  against  the  entire  gross 
tax,  including  the  withholding  tax. 

Criminal  charges  are  rarely  im- 
posed on  those  who  simply  neglect  to 
file,  and  when  they  are  imposed  they 
are  misdemeanors.  (Tax  evasion — 
such  as  claiming  phony  deductions  or 
putting  other  lies  on  a  return — is  a 
felony.)  But  sometimes  the  govern- 
ment makes  an  example  of  a  nonfilcr. 


In  1963  James  Landis,  adviser  to  presi- 
dents Roosevelt,  Truman  and  Kerme- 
dy  and  former  dean  of  the  Harvard 
Law  School,  was  sentenced  to  30  days 
in  jail  for  failing  to  file  for  five  years. 
Apart  from  the  legal  penalties,  the 
personal  consequences  vary  enor- 
mously. Lav^er  David  Dinkins  didn't 
file  from  1969  to  1973  because,  ac- 
cording to  a  spokesman,  "he  was  busy 
handling  the  affairs  of  others  and,  sort 
of,  put  to  the  side  his  own  personal 
affairs."  Dinkins  settled  by  paying 
$28,000  in  late  taxes,  interest  and 
penalties  and  then  went  on  to  be 
elected  mayor  of  New  York. 

Contrast  his  case  with  that  of  An- 
thony Conrad,  the  rca  chief  execu- 
tive who  in  1976  admitted  not  filing 
tax  returns  for  five  years.  Short- 
changing the  govemment  doesn't 
seem  to  have  been  a  motivation, 
since,  according  to  contemporaneous 
press  accounts,  withholding  taxes  had 
covered  97%  of  his  tax  bill.  Nonethe- 
less, he  chose  to  step  down.  His  life 
went  downhill  from  there.  He  died  in 
relative  obscurity  in  1984. 

William  Offutt,  a  cpa  with  Grant 
Thornton  in  Washington,  D.C.,  re- 
calls the  day  in  1980  when  a  midlevel 
civil  servant  came  to  him  after  having 
been  tracked  by  the  irs  for  not  filing 
his  taxes.  It  turned  out  that  the  client 
had  last  filed  shortly  after  Kennedy 
took  office.  "Every  year  he  was 
getting  a  refund  from  the  govem- 
ment,"  says   Offutt,    "and   one 
year,  things  got  a  little  complicat- 
ed. He  got  busy  or  some  such 
,  ,      thing  and  didn't  file  the  return. 
He  figured  there  was  no  real  harm 
done     [since]     the    govemment 
owed  him  money." 

The  situation  snowballed.  Each 
year  the  prospect  of  filing,  and 
dealing  with  the  previous  years, 
became  more  daunting.  "I  sus- 
pect this  happens  to  a  lot  of  peo- 
ple," says  Offutt. 

After  months  of  compiling  old 
information,  tracking  down  old 
forms  and  researching  old  tax 
rules,  Offutt  calculated  that  the 
client  did  owe  the  government 
money  for  several  years.  He  was 
charged  some  $70,00&— less  than  half 
of  which  was  actual  tax — and  was 
forced  to  refinance  his  home  in  order 
to  pay  the  debt. 

For  this  nonfiler  the  worst  of  the 
situation  was  telling  his  wife.  "It  was 
a  horrifying  scene  for  him,"  says  Of- 
futt. "It  was  almost  tougher  for  him  to 
go  to  his  wife  and  tell  her  that  they 
hadn't  filed  tax  returns  for  19  years 
than  it  was  facing  the  rest  of  it." 

Shortly  after  the  matter  was  settled, 
the  client  died  from  heart  problems.  ■ 
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Hitachi 

video  camera i 

are  renowned  from  sea 
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The  best  and  brightest  ideas  come  from  Hitachi.  Irrefutable  evidence:  The  VT-LC50A  VCR/LCD  Monitor  This  7.5-pound  giant 
features  a  sharp  and  vivid  5-inch  liquid  crystal  display  monitor  Hi-Fi  VHS  recording  and  playback  capabilities.  A  3-way  power 
supply  system.  And  best  of  all,  it  plays  standard  VHS  tapes.  All  this  means  the  VT-L.C50A  is  the  equivalent  of  owning  your  very 
own  miniature  movie  theater  Hitachi  is  making  a  big  splash  in  a  number  of  other  fields,  too. 
Our  technological  prowess  is  brightening  the  lives  of  people  from  coast  to  coast. 
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As  I  See  It 


U.S.  high-tech  firms  suffer  from  outdated 
export  controls.  Help  is  coming. 

''Technology  is 

slamming  right  into 

the  regulatory 

machinery'' 

AN  INTERVIEW  WITH  DENNIS  KLOSKE 


By  Tatiaiu  Ponsehiiie 


T|he  U.S.  EARNS  about  $328  bil- 
lion by  selling  nonagricultural 
merchandise  abroad;  a  depress- 
ing $200  billion  of  this  is  subject  to 
federal  red  tape.  Before  being  export- 
ed, this  huge  amount  of  trade  must  be 
approved,  item  by  item,  by  the  U.S. 
Conunerce  Department  and  must 
conform  both  to  convoluted  U.S.  leg- 
islation and  to  rules  set  by  the  multi- 
national Coordinating  Committee  on 
Multilateral  Export  Controls. 

To  be  sure,  the  controls  served  a 
purpose.  Set  up  in  1949,  at  the  same 
time  as  the  nato  alliance,  cocom 
comprises  1 7  industrialized  nations — 
most  of  NATO  plus  Japan  and  Austra- 
lia. The  countries  agreed  to  restrict 
sales  of  technology  with  potential 
military  applications  to  communist 
coimtries.  Hence  licensing.  The  li- 
cense certified  that  the  export 
wouldn't  leak  sensitive  technology  to 
Eastern  bloc  countries. 

Then,  in  1969,  Congress  passed  an 
export  license  law,  which  interpreted 
cocom's  agreement  more  rigidly  than 
did  any  other  country.  The  cold  war 
was  close  to  being  a  hot  war,  and 
technological  superiority  was  the 
U.S.'  best  weapon  for  countering  com- 
munism's huge  superiority  in  men 
and  materiel. 

Time  marches  on.  But  sometimes 
bureaucracy  doesn't  notice  the  fact. 

The  cold  war  is  letting  up  and  the 
trade  war  is  becoming  more  intense. 
In  this  competition,  the  U.S.'  place  in 
the  world  will  depend  heavily  on  its 
ability  to  compete  in  markets  that  are 
no  longer  national  but  international. 
Eastern  Europe,  newly  freed  from  the 


Russian  yoke,  is  a  huge  potential  mar- 
ket for  high-tech  goods.  But  many 
U.S.  firms  are  at  a  disadvantage  there 
because  of  licensing.  Hundreds  of  our 
technology  companies  argue  that  the 
need  for  export  licenses  involves  red 
tape  that  slows  their  competitive  re- 
sponses; Pentagon  and  State  Depart- 
ment objections  often  cost  them  or- 
ders around  the  world. 

You  can  put  a  price  on  what  this 
ancient  red  tape  costs  the  U.S.:  for 
starters,  $1.3  billion  in  such  expenses 
as  capital  and  warehousing.  It  could 
cripple  a  most  promising  $5  billion  to 
$10  billion  high-performance  com- 
puter industry. 

There  are  hidden  costs  as  well:  Les 
Davis,  executive  vice  president  of 
Cray  Research,  complains  repeatedly 
that  his  firm  and  others,  to  meet  ex- 
port standards,  may  be  forced  to  un- 
derdesign  their  products. 

While  events  move  with  incredible 
speed,  the  bureaucracy  creakingly 
catches  up.  The  U.S.  is  working  with 
COCOM  to  create  a  "license-free  zone" 
for  lower-level  technologies,  includ- 
ing certain  computers,  medical  and 
telecommunications  equipment.  An 
estimated  $30  billion  to  $40  billion  of 
goods  will  soon  be  freed  from  restric- 
tions. By  June  new  agreements  should 
allow  U.S.  firms  to  compete  equally 
with  our  allies  in  Eastern  Europe.  Def- 
initions that  determine  regulatory 
barriers  will  be  more  flexible. 

Presiding  over  the  unraveling  of 
this  red  tape  is  Dennis  Kloske,  35,  one 
of  the  bright  young  stars  in  Washing- 
ton. At  29,  in  1983,  Kloske  assisted 
the  U.S.  ambassador  to  nato,  then 
became  a  White  House  adviser. 
Kloske  later  led  the  development  for 


Defense  Secretaries  Caspar  Weinber- 
ger and  Frank  Carlucci  of  a  defense 
strategy  and  identification  of  budget 
priorities  for  the  1990s.  He  was  con- 
firmed as  Under  Secretary  of  Com- 
merce last  September,  though  he  had 
been  working  at  the  Commerce  De- 
partment since  being  designated  near- 
ly a  year  earlier. 

Forbes  interviewed  Kloske  in 
Washington  recently. 

Forbes:  While  at  the  Department  of  De- 
fense, you  concluded  the  most  effectii>e 
and  least  costly  way  to  ensure  national 
security  was  to  protect  our  technological 
edge.  Have  you  changed  your  mind? 
Kloske:  We  still  need  to  control.  But, 
by  attempting  to  control  too  much, 
we  control  too  little.  What  we  need  to 
do  in  the  1990s  is  to  focus  on  what  is 
truly  strategic  and  protect  that  strin- 
gently while  continuing  to  liberalize 
lower-level  technologies. 

For  example,  the  1988  trade  act 
mandated  Commerce  to  define  a  su- 
percomputer for  national  security  rea- 
sons. Let  me  emphasize  that  high- 
performance  computers  arc  and  will 
be  embargoed  to  the  Eastern  bloc.  But 
it's  safe  to  say  technology  has  out- 
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Dennis  Kloske,  Under  Secretary  of  Commerce 

Can  we  have  a  strong  defense  and  more  high-technology  exports? 


paced  our  regulatory  regime. 

In  other  words,  technology  has  made  the 
old  definitions  obsolete.  Can  you  give  us 
some  examples  of  this?' 
Let's  take  the  Intel  860  chip.  It  has  the 
same  theoretical  computation  capa- 
bility as  a  Cray  I.  Under  commerce 
regulations,  version  B  of  this  chip 
(this  is  the  first  version,  the  second  of 
which  will  be  developed  and  market- 
ed by  the  end  of  this  year)  is  defined  as 
a  supercomputer.  If  it  were  to  be  clas- 
sified as  a  supercomputer,  if  it  exceed- 
ed the  export  parameters — and  it  does 
exceed  thpse  we  have  today — you 
would  have  to  impose  a  special  securi- 
ty plan  on  each  of  these  chips. 

The  U.S.  is  the  world  leader  in  the 
high-performance  computer.  A  sec- 
ond generation  of  microprocessors 
will  take  the  high-tech  industry  to 
dizzying  new  heights  in  terms  of 
speed — almost  instantaneous  reac- 
tion— and  intelligence.  The  first  tech- 
nological revolution  came  with  the 
industrialization  of  the  microchip  in 
the  Sixties.  We're  talking  several  or- 
ders of  magnitude. 

Instead  of  having  to  rely  on  a  huge 
supercomputer — and  a  very  expensive 


one — you  will  be  able  to  use,  given 
the  right  software,  very  powerful 
workstations  that  until  recently  have 
l^ndreamed-of  potential  for  design. 
They  lend  themselves  to  everything 
from  industrial  design  to  meteorologi- 
cal detection  to  oil  exploration  to  sta- 
tistical assessments  and  analysis. 

Given  this  kind  of  change,  what  technol- 
ogies do  you  think  should  be  "stringently 
protected"? 

You  don't  want  to  transfer  supercom- 
puters to  the  Soviet  Union  or  to  the 
Eastern  bloc.  You  do  not  want  to  send 
over  highly  sophisticated  semicon- 
ductor manufacturing  equipment  or 
the  tools  to  design  advanced  software. 
Nor  do  you  want  to  send,  under  any 
circumstance,  systems  integration. 

Until  we  have  a  better  idea  as  to 
where  the  Soviet  Union  as  a  military 
superpower  is  heading,  we  will  pro- 
ceed cautiously. 

Do  controls  really  do  any  good?  Look  at 
all  the  industrial  espionage,  the  theft  of 
technology. 

I  feel  we  have  been  successful  in  mak- 
ing it  difficult  and  expensive  for  the 
Soviets  to  get  their  hands  on  Western 


technology.  Time  after  time  when  the 
Soviets  want  Western  technology, 
they  have  been  relatively  successful 
in  getting  it,  but  it  has  taken  time. 
That  affects  their  civilian  and  mili- 
tary research  establishments. 

They  can  plug  a  very  sophisticated 
chip  into  a  military  system.  Do  they 
know  what  makes  the  chip  tick,  can 
they  reverse  engineer  it?  Doubtful. 
They  can  use  it,  but  when  the  chip 
runs  out  and  it  breaks  down,  can  they 
maintain  it?  No,  because  that  re- 
quires the  knowhow. 

You  may  recall  the  great  Brezhnev 
experiment  to  buy  turnkey  factories 
to  basically  incorporate  technology 
from  the  West.  It  showed  the  Soviets 
were  poor  in  maintaining  and  servic- 
ing it;  it  also  meant  they  weren't  able 
to  develop  it  themselves. 

What  exactly  does  a  high-security  plan 
entail  for  a  product? 
This  means  a  piece  of  equipment  re- 
quires 24-hour-a-day  surveillance. 
You  have  to  put  it  behind  lock  and 
key  (or  behind  bars),  and  you  have  to 
regulate  access  strictly.  And,  because 
it's  a  government-to-govemment 
agreement,  you  have  to  deal  with  two 
bureaucracies.  Everyone  who  uses  the 
equipment  needs  security  clearance. 

Forget  eo^ort  sales  for  these  products. 
You  can  just  imagine  imposing  this 
regime,  designed  for  supercomputers, 
on  workstations. 

If  Intel  had  thought  1 8  months  ago 
that  I  was  going  to  classify  their  860 
chip  as  a  supercomputer,  then,  rather 
than  designing  the  chip  to  a  state-of- 
the-art  technology,  they  would  have 
underdesigned  it. 

As  I  mentioned  earlier,  I  am  now 
involved  in  an  exercise  to  define  what 
is  a  supercomputer.  It's  fascinating 
and  troublesome:  Practically  every 
three  months,  when  we  go  back  to  the 
drawing  board  to  redesign  our  regula- 
tions, the  technical  parameters  and 
thresholds,  they  are  almost  techno- 
logically, obsolete.  That's  how  fast 
computer  technology  is  accelerating. 

You  run  the  risk  of  classifying  a 
whole  host  of  new  high-performance 
computers  as  supercomputers,  impos- 
ing a  new  set  of  onerous  and  expen- 
sive controls.  As  technology  explodes 
and  as  peak  performances  continue  to 
go  higher,  the  technology  is  slamming 
right  into  the  regulatory  machinery. 

Incidentally,  you  can  go  into  Fry's, 
which  is  a  great  store  near  Santa 
Clara,  Calif.,  right  around  the  comer 
from  Intel.  You  can  buy  potato  chips, 
tortilla  chips  and  you  can  also  buy 
microchips.  You  can  walk  in  there 
and  buy  Intel  chips.  ■ 
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Andrew  Grove  of  Intel  Corp.  is  one  of  the 
US/  strongest  proponents  of  industrial 
policy,  but  his  company's  recent  successes 
are  a  pretty  good  argument  against  it. 

Challenge 
and  response 


By  Julie  Pitta 


ANDREW  S.  Grove,  the  articulate 
chief  executive  of  Santa  Clara, 
b  Calif.-based  Intel  Corp.,  is  pas- 
sionate about  the  need  for  an  industri- 
al policy  to  protect  the  U.S.  high-tech- 
nology industry.  "Say  what  you  will 
about  globalization,"  Grove  says. 
"We're  an  American  company.  Our 
health  cannot  be  separated  from  the 
rest  of  the  [semiconductor]  industry." 
The  company  Grove  heads,  whose 
revenues  now  total  over  $3  billion,  is 
a  U.S.  leader  in  high  technology,  but 
hsten  to  Grove's  dire  prediction:  Japa- 
nese firms,  having  taken  an  important 
piece  of  the  market  for  electronic 
components,  will  eventually  take 
over  the  U.S.  computer  market 
as  well. 

"You  look  at  charts  forecasting 
market  share  for  U.S.  versus  Japanese 
computer  companies  and  [they]  fol- 
low the  same  model  as  the  semicon- 
ductor industry,"  he  says,  citing  a 
Semiconductor  Industry  Association 
paper  that  projects  Japan  will  top  the 
U.S.  in  computer  equipment  sales  by 
1993.  "The  Japan  line  is  shooting  up 
while  the  U.S.'  is  going  down." 

Grove  puts  the  case  with  convic- 
tion, yet  his  own  company  seems  an 
excellent  refutation  of  the  case  for 
industrial  policy  and  protectionism. 
In  the  last  decade  Intel  overcame  an 
onslaught  of  Japanese  competition  to 
emerge  as  the  leading  U.S.  chip  com- 
pany of  the  1990s.  Its  position  in  mi- 
croprocessors, the  thinking  part  of  a 
personal  computer,  is  for  the  moment 
impervious  to  Japanese  attack,  and 
quite  lucrative.  That  position  should 


enable  Intel  to  net  over  $500  million, 
or  $2.72  a  share,  this  year,  up  from 
$391  million  in  1989. 

Far  from  succumbing  to  the  Japa- 
nese challenge,  Intel  has  risen  to  it  in 
an  almost  Toynbeean  example  of 
challenge  and  successful  response. 
Yes,  Intel  has  suffered  its  share  of 
what  the  protectionists  call  unfair 
competition.  Intel  produced  the  first 
commercial  dram  memory  chip  in 
1970,  only  to  see  the  Japanese  force  it 
(and  several  other  U.S.  firms)  out  of 
that  market  in  the  1980s.  That's  one 
reason  Intel  lost  $183  million  in  1986. 

But  that  was  only  a  setback.  Intel 
has  since  gotten  smart  about  staying 
out  of  products  that  can  be  copycatted 
in  the  Far  East.  In  a  sense,  Intel  is 
making  its  money  as  a  design  firm 
more  than  as  a  manufacturing  firm.  It 
owns,  lock,  stock  and  barrel,  the  de- 
sign for  the  latest  two  generations  of 
microprocessors  to  power  ibm  and 
IBM-compatible  pes:  the  80386,  intro- 
duced four  years  ago,  and  the  i486, 
introduced  last  year.  Development 
costs  for  these  two  chips  total  at  least 
$350  million,  a  sum  that  puts  a  damp- 
er on  efforts  by  the  Japanese  to  knock 
the  chips  off. 

Of  course,  Intel  manufactures  most 
of  the  chips  it  designs,  but  its  real 
value-added  is  in  the  design  rather 
than  in  the  manufacturing. 

Consider:  In  shopping  for  a  comput- 
er, you  opt  for  an  iBM-compatible — a 
Compaq,  say,  of  the  386  class.  Intel 
gets  a  nice  piece  of  your  money.  It  is 
the  sole  source  of  the  386  chip,  charg- 
ing about  $200  for  the  part,  of  which 
something  like  $160  is  gross  profit, 
according    to    outsiders'    estimates. 


IBM,  on  the  other  hand,  makes  little  or 
nothing  from  the  sale  of  clones,  not- 
withstanding that  it  established  the 
standards  for  the  iBM-compatible 
genre  of  personal  computers. 

Intel's  chip  business  has  been  con- 
sistently more  profitable  than  that  of 
its  closest  U.S.  rival  in  microproces- 
sors, Motorola,  which  makes  the  pro- 
cessors powering  Apple  computers.  It 
is  considerably  more  profitable  than 
Texas  Instruments,  which  makes  a 
broad  line  of  chips  including  drams. 

Putting  aside  for  the  moment  Intel, 
Motorola  and  Texas  Instruments, 
none  of  which  hurts  for  profits,  a  case 
can  be  made  that  the  U.S.  semicon- 
ductor industry  is  in  trouble.  Three 
significant  semiconductor  producers 
grew  out  of  the  old  Fairchild  Semicon- 
ductor Corp.  and  created  the  modem- 
day  semiconductor  industry  in  Sili- 
con Valley:  Intel,  National  Semicon- 
ductor  Corp.    and   Advanced    Micro 
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Andrew  Grove,  Intel's  chief  executive 

The  wUdfbr^  success  of  the  PC  took  even  him  by  surprise. 


Devices.  Of  the  three,  only  Intel  is 
currently  in  good  shape. 

Rather  than  trying  to  beat  the  Far 
East  at  manufacturing  the  more  com- 
mon types  of  chip,  as  some  of  its  ri- 
vals have,  Intel  has  joined  forces  with 
Japanese  and  Korean  companies  in 
products  where  manufacturing  costs 
have  beeii  the  major  consideration. 
Intel  now  sells  memory  chips  pro- 
duced by  Korea's  Samsung  Electron- 
ics and  Japan's  Nippon  Miniature 
Bearing  Semiconductor,  a  subsidiary 
of  ball-bearing  supplier  Minebea,  both 
new  entrants  in  the  market.  Intel  con- 
centrates its  own  production  on  the 
high-margin  products,  where  it  has  a 
decided  technological  edge.  "The 
deals  with  Samsung  and  nmb  are  prag- 
matic," Grove  says.  "Today,  we  in- 
vest in  technology  that  supports  our 
core  business.  Elsewhere  we'll  barter 
and  trade  to  fill  out  our  portfolio." 

Take   drams,    the   memory   chips 


used  extensively  in  every  computer. 
The  Japanese  ship  70%  of  the  world's 
DRAMS.  Competing  with  them  here  is 
a  losing  proposition.  It  costs  between 
$300  million  and  $400  million  to 
build  a  large  dram  fabrication  plant, 
so  you  don't  build  one  to  get  just  a 
little  piece  of  the  market.  And  that 
investment  is  only  the  beginning.  In 
four  years  the  plant  will  have  to  be 
retooled  for  the  next  generation  of 
memory  chips.  So  Intel  lets  the  Japa- 
nese and  Korean  firms  make  drams, 
and  Intel  resells  them. 

No  question:  All  this  keeps  Intel  on 
its  toes.  It  cannot  rest  on  its  laurels.  It 
cannot  achieve  supremacy  in  a  prod- 
uct and  sit  back  and  count  the  money 
rolling  in  forever.  It  must  keep  push- 
ing back  the  frontiers  of  innovation 
and  technology. 

But  Intel  has  always  done  that.  It 
was  founded  in  1968  by  two  engineers 
who  had  started  Fairchild  Semicon- 


ductor and  wanted  to  start  over  again, 
Gordon  Moore  and  Robert  Noyce. 

But  today's  Intel  bears  the  stamp  of 
Grove,  a  53 -year-old  Hungarian  emi- 
gre who  arrived  in  New  York  almost 
penniless  after  the  1956  Soviet  inva- 
sion of  his  homeland.  Grove  went  to 
work  at  Fairchild  soon  after  getting  a 
Ph.D.  from  the  University  of  Califor- 
nia at  Berkeley  and  joined  Noyce  and 
Moore  when  they  left  to  found  Intel. 
Grove  became  chief  executive  in 
1979,  succeeding  Moore  (now  chair- 
man). Grove's  businesslike  style  per- 
meates the  company.  There's  nothing 
California-laid-back  about  Intel. 
Grove  used  to  have  sign-in  sheets  for 
those  arriving  at  work  after  8  a.m.  He 
had  to  give  up  on  the  time  sheets 
because  employees  resorted  to  such 
ploys  as  climbing  in  through  the  ship- 
ping dock  to  avoid  signing  the  sheets. 
When  Intel  acquired  a  posh  new 
building  from  a  defunct  Silicon  Valley 
neighbor.  Grove  had  the  showers  in 
the  restrooms  capped.  Employees 
could  bathe  at  home,  not  on  the  com- 
pany's time.  (He  has  since  relented.) 

It  was  a  stroke  of  fortune  in  1980 
that  put  Intel  in  the  catbird  seat  in 
microprocessors:  ibm's  decision  to 
use  the  Intel  8088  to  power  its  first  PC. 
Says  David  House,  general  manager  of 
Intel's  microprocessor  division:  "The 
8088  wasn't  necessarily  the  best  part 
out  there,  but  it  worked  and  we  could 
deliver  it  in  quantity."  As  the  person- 
al computer  market  developed,  Intel 
reassured  computer  makers  of  deliv- 
erability  by  licensing  the  manufac- 
ture of  microprocessors,  both  the 
8088  and  its  successor,  the  80286,  to 
other  chip  firms. 

But  here's  a  weakness  in  Grove's 
argument  for  protection  of  the  U.S. 
industry:  Could  any  government 
agency  implementing  an  industrial 
policy  have  foreseen  the  importance 
of  this  market?  Both  Grove  and  Moore 
thought  that  when  Intel  invented  the 
microprocessor  in  1973,  they  had  a 
niche  product  with  a  market  limited 
to  cheap  calculators.  The  wildfire  suc- 
cess of  the  PC  took  them  by  surprise. 
But  once  the  PC  caught  on,  they 
played  the  market  very  cleverly.  After 
the  licensing  agreements  made  the 
IBM-compatible  computer  a  standard, 
Intel  shut  out  other  chipmakers  when 
it  moved  to  the  next  level  of  technol- 
ogy, the  80386,  the  much  faster  mi- 
croprocessor introduced  in  1986.  Ana- 
lysts believe  that  about  70%  of  Intel's 
profits  currently  come  from  this  chip. 

Grove  believes  that  there  are  at 
least  six  chip  companies  trying  to  re- 
verse-engineer the  80386— that  is, 
having  engineers  duplicate  its  func- 
tions by  designing  from  scratch,  with- 
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Contel's  cellular  telephone 
netw^ork  provides  a  better  way 
to  satisfy  that  need. 
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out  peeking  inside  the  chip  to  see  how 
it  is  laid  out.  But  the  chip  is  a  techno- 
logical marvel  that  squeezes  250,000 
transistors  on  a  piece  of  siUcon  V*- 
inch  on  a  side,  and  copying  it  won't  be 
easy.  "If  someone  legally  clones  us, 
they'll  clone  yesterday's  technology," 
Grove  says.  A  year  ago  Intel  gave  birth 
to  the  next  generation  of  microproces- 
sor— the  i486 — which  offers  power 
more  than  50  times  that  of  the  origi- 
nal microprocessor  in  the  ibm  pc. 

Now  Intel  is  leveraging  its  success 
in  chip  design  into  computer  design. 
So  powerful  are  today's  chips  that 
they  almost  are  computers:  The  i486 
has  the  computational  power  of  one 
processing  imit  of  ibm's  top-of-the- 
line  3090  mainframe.  Intel  is  hooking 
together  as  many  as  128  speedy  i860 
RISC  chips  to  make  a  supercomputer 
(Forbes,  Apr.  2).  Grove  would  like  to 


Chuck  Nadce/Piaure  Group 


Chairman  Gordon  Moore 
Spending  millions  on  DVI. 


Doost  the  fraction  of  revenues  coming 
from  computer  boards  and  full-blown 
computers  from  the  current  30%  to 
50%  in  the  next  couple  of  years. 


To  keep  its  edge  in  design,  Intel  is 
spending  heavily  on  research.  It  has 
poured  millions  into  so-called  digital 
video  interactive  (dvi)  chips,  which 
will  someday  allow  computers  to  dis- 
play full-motion  video.  The  next  big 
wave  in  computers  will  be  machines 
that  project  soimd,  display  motion 
and  even  recognize  speech,  all  capa- 
bilities that  will  be  made  possible,  in 
part,  by  semiconductor  technology. 
"The  way  people  interact  with  com- 
puters today  is  not  natural,"  Grove 
says.  "If  we  are  successful  in  remov- 
ing the  technological  obstacles  to  new 
ways  of  interacting  with  these  ma- 
chines, the  computer  will  have  a  new 
life."  So  will  Intel. 

Andy  Grove  is  a  sincere  and  persua- 
sive spokesman  for  protectionism. 
But  his  real  strength  and  his  compa- 
ny's are  in  the  competitiveness  and 
ingenuity  that  keep  them  at  least  one 
step  ahead  of  the  Japanese. 

The  Intel  way  isn't  the  easy  way, 
but  the  easy  way  is  seldom  the  suc- 
cessful way.  ■ 


Philips'  Heads  tart  is  a  mere  flyspeck  in  the 
computer  btisiness.  But  with  its  CD-playing 
line  it  may  finally  have  a  winner. 


Read  my  discs 


By  Steve  Weiner 


EAGER  TO  HEAR  the  latest  from 
rocker  Elton  John,  you  turn  on 
your  Heads  tart  computer,  slip 
a  compact  disc  listing  of  40,000  titles 
into  a  slot,  and  slide  stereo  earphones 
over  your  head.  With  a  flick  of  a 
mouse  button,  you  jump  into  a  sec- 
tion on  new  releases.  Another  click 
and  the  cover  of  the  new  Elton  John 
release  flashes  onto  the  screen.  You 
can  browse  through  the  liner  notes — 
and  listen  to  the  title  cut. 

Such  is  "multimedia"  computing — 
words,  music  and  pictures  stored  on  a 
single  compact  disc  and  blended  to 
create  entirely  new  forms  of  informa- 
tion transmission.  With  discs  already 
available,  HeadStart  users  can  read 


about  the  life  of  President  Kennedy 
while  listening  to  his  1961  inaugural 
address,  study  the  anatomy  of  the 
wrist  while  watching  it  move  or  listen 
to  and  read  a  detailed  analysis  of  The 
Magic  Flute. 

HeadStart,  part  of  the  Dutch  elec- 
tronics giant  N.V.  Philips,  is  one  of 
only  two  U.S.  marketers  (Tandy  Corp. 
is  the  other)  that  sell  computers  with 
a  built-in  compact  disc  drive.  Head- 
Start  was  also  among  the  first  compa- 
nies to  enter  the  mass  market  for 
computers  with  full  packages  of  inte- 
grated hardware  and  software  that 
made  computers  "seamless" — as  easy 
to  use,  its  designers  hoped,  as  any 
home  appliance. 

That  is  what  made  HeadStart  so 
attractive  to  Philips,  which  bought 


the  company  early  last  year  from  Ven- 
dex,  a  Dutch  trading  concern,  and  is 
in  the  process  of  absorbing  it  into  its 
struggling  Magnavox  computer  busi- 
ness. Philips'  market  share  in  the  U.S. 
personal  computer  business  is  close 
to  invisible,  but  the  simple  HeadStart 
package  and  the  compact  disc — in- 
vented, after  all,  by  Philips — gave  the 
Dutch  firm  a  valuable  edge. 

The  CD  is  critical  to  multimedia 
computing,  cds  can  hold  vast 
amounts  of  information — more  than 
640  million  bytes  on  a  5'/4-inch  plat- 
ter. That's  enough  for  340,000  type- 
written pages,  more  space  than  you'd 
ever  need  for  storing  office  memos  but 
not  too  much  for  sound  and  pictures. 
A  mere  70  minutes  of  high-fidelity 
music  fills  640  megabytes. 

The  HeadStart  CD-playing  comput- 
er is  priced  to  sell.  Here's  what  you 
get  in  a  $3,000  (list  price)  Magnavox 
HeadStart  500-cd,  due  in  stores  in 
July:  an  iBM-compatible  with  an  Intel 
80386SX  microprocessor,  a  40-mega- 
byte  hard  drive,  a  built-in  card  that 
supports  VGA  color,  a  modem,  a 
mouse  and  stereo  headphones.  All 
this  plus  a  package  of  reference  tools 
and  business-oriented  software  that 
includes  word  processor  and  spread- 
sheet programs,  various  utilities 
(which  make  the  machine  easier  to 
use),  a  popular  desktop  publishing 
program  and  a  graphics  program.  The 
reference  set  includes  an  encyclope- 
dia, atlas,  thesaurus  and  a  half-dozen 
other  books,  parked  on  five  cds. 

What  does  the  competition  offer? 
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Introducing  the  new  Toshiba  2230  Turbo.  The  first  turbocharged 
copier  in  history.  Beneath  its  sleek  exterior  is  a  copying  system  so  remarkable 
it's  actually  patented.  "^^ 

With  it,  you  can  produce  22  copies  a  minute  .Or  hit  the  turbo  button 
and  turn  out  30  copies  a  minute.  So  now  you  have  the  power  to  work  40% 
more  efficiently.  While  using  33%  less  toner.  And  wiiat's  even  more  revolution- 
ary, weVjp  managed  to  do  it  all  without  turbocharging  the  price. 

To  arrange  for  a  free  demonstration,  just  call  1-800-GO-TOSHIBA. 
Then  hang  on. Tight. 

In  Touch  with  Tomorrow 


The  worlds  first 
2-speed  copier. 


TOSHIBA 


^rTk.^r-iL  i-r  r% 


Rich  Ma>'5 


David  Berger,  Philips  computer  marketing  chief 
"There  is  a  huge  untapped  marlcetfor  them.' 


Tandy's  2500  xl  runs  $4,500,  and 
that's  with  the  slower  80286  proces- 
sor and  a  lot  less  free  software. 

HeadStart  and  Tandy  are  breaking 
new  ground.  As  things  stand,  the 
computer-CD  market  is  largely  for 
business  users.  A  corporation  or  li- 
brary will  buy  a  fairly  expensive  com- 
puter, purchase  or  rent  a  cd  player 
separately  and  then  spend  a  lot  of 
money  on  the  cds  themselves.  A 
$15,000-a-year  database  of  publicly 
traded  corporations,  from  Lotus  De- 
velopment Corp.,  is  typical.  Lotus 
uses  CDS  to  jam  a  lot  of  material  on  a 
disc  rather  than  to  produce  sound  and 
pictures. 

The  HeadStart  package,  soon  to  be 
sold  under  Philips'  Magnavox  con- 
sumer electronics  brand,  is  aimed  at  a 
very  different  market.  The  home  buy- 
er is  more  price  sensitive  than  a  cor- 
poration subscribing  to  a  financial  da- 
tabase. And  the  home  buyer  will  defi- 
nitely want  multimedia — he's  not 
going  to  crank  up  a  cd  player  just  to 
find  out  how  to  spell  "eleemosynary." 
The  only  problem  here  is  that  multi- 
media offerings,  under  vigorous  devel- 
opment at  a  number  of  companies,  are 
still  somewhat  limited.  The  music  re- 
view disc  in  the  HeadStart  package, 
for  instance,  and  the  talking  Encyclo- 


paedia Britannica,  marketed  as  part  of 
the  Tandy  computer  package,  are  hard 
to  find  separately,  as  are  most  such 
CD-ROM  (compact  disc  read-only 
memory)  discs. 

David  Berger,  the  marketing  vice 
president  of  Philips'  computer  divi- 
sion, nonetheless  sees  a  real  future  in 
home  CDS.  "A  computer  with  a  cd- 
ROM  becomes  an  information  tool, 
and  there's  a  huge  untapped  market 
for  them  and  for  personal  computers 
generally  in  the  home,"  he  says. 

Philips'  competitors  seem  to  agree. 
They  are  wasting  no  time  getting  into 
the  home  computer  cd  market.  "It's  a 
very  inexpensive  way  to  store  mas- 
sive amounts  of  information — it's 
wonderful,"  says  William  Spaller,  di- 
rector of  multimedia  systems  for  ibm, 
which  may  introduce  an  internal  cd- 
ROM  drive  as  a  pc  option  as  early  as 
later  this  year.  "This  is  fundamental- 
ly going  to  transform  the  way  that 
people  think  of  computers.  They  will 
begin  to  think  of  them  as  information 
utilities." 

The  first  CD-ROM-equipped  Philips 
machines — based  on  the  older,  slower 
8088  microprocessor — went  on  the 
market  late  last  year  and  have  found 
a  ready  buying  public.  "My  biggest 
problem  is  that  I  can't  get  enough  of 
them,"  says  Abe  Trcsh,  vice  presi- 
dent of  Newmark  &  Lewis,  the  New 
York  City-area  operator  of  electronics 
and  appliance  stores.  For  this  reason, 
the  HeadStart  cd  machines  tend  to 


hold  their  margins  better  than  other 
brands — better  than  20%  at  many  re- 
tail stores,  compared  with  15%  or 
less  for  conventional  mass-market 
computers. 

Philips  badly  needs  a  big  success  in 
its  computer  line.  While  the  company 
makes  computer  monitors  and  semi- 
conductors, it  has  never  been  more 
than  a  cipher  in  computers  them- 
selves. One  early  U.S.  product,  the 
Magnavox  Videowriter  word  proces- 
sor, flopped  and  was  discontinued 
several  years  ago.  A  Magnavox  line  of 
IBM-compatible  computers  has  gotten 
off  to  a  slow  start.  Philips  sells  only 
about  100,000  Magnavox  and  Head- 
Start  computers  a  year,  trade  sources 
estimate,  not  even  a  percentage  point 
of  the  total  market.  Still,  Philips 
keeps  trying  because  Magnavox,  the 
beneficiary  of  $30  million  in  advertis- 
ing annually,  is  just  the  sort  of  estab- 
lished brand  name  that  retailers  want 
for  computers.  With  HeadStart  it  may 
finally  have  a  winner. 

Philips  is  now  busy  integrating 
HeadStart  into  the  Magnavox  product 
line,  and  by  the  end  of  the  year  may  be 
churning  out  twice  as  many  machines 
as  it  now  produces.  "Products  like 
HeadStart  send  the  message  that  cd- 
ROM  is  here  to  stay,"  says  Eileen  Hart, 
product  manager  for  Apple  Com- 
puter's media  integration  products. 
And,  barring  a  major  mistake,  so,  too, 
is  Philips. 
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The  facts  that  everybody 
should  know  about  British 
Aerospace  are  far  more  than 
statistics. 

They  are  hard- won 
credentials  that  show  outstanding 
strengths  in  some  of  the  most 
competitive  business  sectors  in 
the  world. 

They  demonstrate  that  no 
heights  are  unobtainable  by 
British  Industry  if  it  is  willing  to 
apply  its  enterprise  and 
commitment  to  excellence. 

The  record  speaks  for  itself 

BKiTiSH  JiEfrOSn^^CE 

British  Aerospace  pit.  II  Strand,  London  WC2N  5JT 

Todays  Leader  in  Tomorrows  World 

COMMERCIAL  AND  MILITARY  AIRCRAFT    DEFENCE  SYSTEMS    MOTOR  VEHICLES    SPACE  AND  COMMUNICATIONS    PROPERTY  DEVELOPMENT  AND  CONSTRUCTION    ENTERPRISES. 


Britain's  leading  exporter  of  manufactured  goods. 

Britain's  largest  exjxjrter  of  cars. 

Winners  of  22  export  and  8  technology  Queen's  Awards  to  Industry. 

Comprehensive  range  of  defence  systems. 

Prime  contractor  for  Britain's  largest  ever  export  deal. 
(Project  Al  Yamamcih  in  Saudi  Arabia.) 

Architects  and  builders  of  the  25km  King  Fahd  Causeway 
linking  Saudi  Arabia  -  Bahrain. 

Manufacturers  of  the  world's  quietest  jet  airliner  the  BAe  146. 

Prime  contractor  for  Olympus,  the  world's  most  powerful  civil 
communications  satellite. 

An  average  of  over  £1  h-million  spent  on  research  &  development 
every  day. 


Computer  Ventures 


Commentary  by  Richard  A.  Shaffer 


THE  CASE  FOR  SUN 


Other  companies  have  competition, 
Sun  Microsystems  has  enemies. 
The  company's  boyish  president, 
Scott  McNealy,  may  remind  us  of 
Wally  Cleaver;  but  to  the  computer 
industry,  the  company  itself  can 
seem  more  like  Eddie  Haskell. 

Sun  is  thought  of  by  competitors 
as  bold,  brash  and  arrogant — or,  at 
the  least,  very  confident.  It  so  often 
has  done  what  others  said  couldn't 
be  done  that  some  people  are  hoping 
Sun  will  climb  too  high  one  of  these 
days  and  melt  its  wings. 

Which  is  why  Sun's  troubles  get 
exaggerated.  If  the  company  fails, 
there  will  be  many  in  the  computer 
industry  to  cheer  and  gleefully  say 
we  told  you  so.  When  Sun's  light 
began  to  dim  late  last  year,  some 
people  in  the  industry  saw  it  as  the 
beginning  of  a  well-deserved  end. 
The  stock  dropped  as  if  the  compa- 
ny had  no  tomorrow. 

Sun,  however,  is  coming  back, 
and  its  shares  could  make  one  of  the 
year's  best  recoveries.  The  company 
faces  some  daunting  tasks:  chang- 
ing its  product  strategy,  its  fiscal 
habits,  its  organization  and  its  cor- 
porate style.  All  at  once.  A  mere 
matter  of  execution,  as  Sun  man- 
agement likes  to  say. 

Sun's  success  is  not  guaranteed, 
but  early  signs  are  encouraging. 
Management  is  speaking  more  so- 
berly. The  company,  which  had 
three  different  product  families,  is 
moving  to  a  single  family,  the  so- 
called  Sparc  systems,  which  are 
selling  well.  (Sparc  is  the  Sun  ver- 
sion of  that  new  fad,  reduced  in- 
struction set  computing.) 

Already,  Sparc  systems  account 
for  more  than  three  of  every  four 
workstations  being  ordered  from 
Sun.  The  technical  superiority  of 
Sparc  is  less  a  factor  in  the  orders,  I 
think,  than  Sun's  strength  in  oper- 
ating systems,  user  interfaces, 
networking  and  applications.  In 
other  words,  Sun's  total  package  has 
now  reached  a  high  enough  level  of 
credibility   with   the   market   that 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consult  it  ig  company 
in  Neu>  York  City,  and puhlishet  o/  Techno- 
logic Computer  Letter, 


matters  of  machine  architecture  are 
no  longer  critical  to  its  success.  In 
addition,  focusing  on  Sparc  should 
reduce  Sun's  research  and  develop- 
ment burden,  improve  its  market- 
ing message  and  prune  the  over- 
grown price  list. 

Sun's  finances  are  improving,  too. 
Although  the  company  lost  money 
last  year  when  it  tried  to  bring  out 
too  many  new  products  at  once, 
lately  it  has  been  earning  more  than 
securities  analysts  expected.  For  the 
first  time  in  a  long  while,  Sun  also  is 
spending  less  cash  than  it  is  taking 
in.  And  to  encourage  greater  atten- 
tion to  profit,  Sun  has  begun  linking 
executive  compensation  to  return 
on  investment. 

Investors  are  more  impressed 
with  some  of  Sun's  competition 
than  Sun's  customers  are.  In  partic- 
ular, IBM  is  less  a  threat  than  it  may 
appear.  For  example.  Mentor  Graph- 
ics, the  leading  supplier  of  automa- 
tion systems  for  electronic  design, 
recently  chose  Sun  over  ibm  as  its 
alternate  workstation  supplier,  ibm, 
which  has  failed  twice  with  new 
workstations,  does  seem  to  be  mak- 
ing the  right  moves  at  last,  but  a 
lack  of  software  will  hinder  ibm 
sales  for  at  least  another  year.  And, 
judging  by  recent  surveys,  Sun  has 
recaptured  the  lead  in  workstation 
shipments  that  it  lost  when  Hew- 
lett-Packard and  Apollo  combined 
forces  last  year. 

I'm  still  skeptical  that  many  oth- 
er workstation  companies  will  copy 
Sun's  Sparc  design,  as  Sun  believes. 
But  by  itself,  Sun  already  is  making 
Sparc  one  of  the  international  stan- 
dards. With  only  its  own  orders — 
and  a  promise  that  many  other  com- 
panies will  make  Sun-like  worksta- 
tions in  the  future — Sun  has  been 
able  to  persuade  software  publishers 
to  adapt  1,500  programs  for  Sparc 
computer  systems,  including  some 


important  ones  from  the  personal 
computer  domain. 

Sun  does  face  rising  competition. 
As  Sun  and  other  workstation  com- 
panies try  to  enter  the  office  mar- 
ket, such  office  computing  compa- 
nies as  IBM,  Apple,  Compaq,  Digital 
Equipment  and  Hewlett-Packard 
are  going  after  the  technical  market. 

Overall,  however,  Sun  is  the 
strongest  candidate  to  carry  the 
Unix  banner.  And  it  has  that  most 
valuable  of  competitive  factors,  mo- 
mentum. If  Sun  can  keep  up  the 
recent  good  work,  it  can  continue  to 
dominate  the  workstation  market. 

In  the  near  future,  however.  Sun 
must  make  more  money  from  its 
most  expensive  products  so  that  it 
can  afford  to  sell  its  least  powerful 
models  tor  as  little  as  possible.  At 
the  low  end.  Sun  will  need  a  $5,000 
Sparcstation  if  Unix  is  to  compete 
with  OS/2  and  Macintosh  as  a  cor- 
porate networking  standard. 

Sun  may  also  have  to  sell  more 
workstations  through  retail  com- 
puter stores,  which  it  rarely  uses 
now.  Clearly,  one  reason  that  Apple 
and  Compaq  are  more  profitable 
than  Sun  is  their  ability  to  pass  in- 
ventory and  selling  costs  on  to  the 
dealers.  But  are  the  retailers  ready  to 
sell  products  as  complex  as  work- 
stations and  network  servers? 

To  monitor  the  company's  prog- 
ress, watch  the  newspapers  for 
these  milestones.  This  spring.  Sun 
should  announce  a  much  improved 
model  of  its  original  Sparcstation, 
Sparcstation  Two,  and  a  multipro- 
cessor server  should  be  announced  a 
few  months  later.  By  the  end  of  the 
year  most  of  the  popular  personal 
computer  programs,  such  as  Lotus 
1-2-3,  should  be  available  to  Sun 
customers.  About  the  same  time, 
borrowed  money,  which  now  pro- 
vides more  than  a  third  of  Sun's 
capital,  should  decline  to  about  a 
fourth  of  the  total.  Sales  should 
grow  an  average  of  almost  15%  a 
quarter,  and  the  company's  gross 
margins  should  return  to  the  levels 
of  early  last  year,  about  45  cents  on 
every  dollar  of  sales. 

Most  important,  the  company 
should  continue  to  bring  in  more 
cash  than  it  spends.  ■ 
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Robert  was  sold  on  Hevdett-Packand 
PCs  while  he  was  still  in  college. 


He  was  studying  engineering  and 
contends  an  HP  calculator  was  the 
secret  to  his  success.  Since  then, 
HP  LaserJet  printers  have  been  a 
big  help  to  his  growing  company 
So  when  he  found  he  could  get 
Hewlett-Packard  reliability  in  a 
network  of  personal  computers, 
Robert  decided  to  stay  with  a 
sure  thing. 

With  Intel  286, 386,  and  486™- 
based  models,  HP's  line  of  Vectra 


personal  computers  suits  a  range  of 
business  needs.  Expansion  is 
easily  accommodated  with  up  to 
8  accessory  slots,  1.3  gigabytes  of 
hard  disk  storage,  and  64  Mbytes 
ofRAM. 

Beyond  this,  HPs  adherence  to 
industry  standards  ensures  com- 
patibility Now,  and  into  the  future. 

But  the  most  important  feature 
is  Hewlett-Packard  quality  This, 


along  with  HP's  network  of 
authorized  dealers,  gives  you 
all  the  assurance  you  need.  Fbr 
the  dealer  nearest  you,  call 
1-800-752-0900,  Ext  687B 

There  is  a  better  way 


t^3 


HEWLETT 
PACKARD 


Science  &  T^Rrtology 


Edited  by  Gary  Slutsker 

Always  looking  to  the  future, 
Japanese  businesses  are  pinning 
many  of  their  industrial  hopes  on 
increasing  use  of  factory  robots. 
So  what  if  robots  don't  pay  back 
their  investment  right  away? 
They  are  a  great  bet  for  improv- 
ing manufacturing  quality  and 
countering  rising  labor  costs. 

Why  Japan 
loves  robots 
and  we  don't 


By  Andrew  Tanzer  and  Roth  Simon 


IN  A  FACTORY  whcrc  Matsushita  Electric  makes 
Panasonic  vcrs,  a  robot  winds  wire  a  little  thinner 
than  a  human  hair  16  times  through  a  pinhole  in 
the  video  head,  and  then  solders  it.  There  are  530  of 
these  robots  in  the  factory  and  they  wind,  and  then 
wind  some  more,  24  hours  a  day.  They  do  it  five  times 
faster  and  much  more  reliably  than  the  3,000  housewives 
who,  until  recently,  did  the  same  job  with  microscopes  on 
a  subcontract  basis  in  Japan's  countryside.  The  robots  even 
inspect  their  own  work. 

A  U.S.  company  can't  get  this  technology — even  if  there 
were  an  American  consumer  electronics  industry  to  take 
advantage  of  it.  Matsushita  invented  and  custom-made  all 
530  wire-winders  to  gain  a  competitive  edge. 

Robots  were  invented  here,  and  the  U.S.  still  leads  in 
advanced  research,  from  robotic  brain  surgeons  to  classi- 
fied undersea  naval  search-and-destroy  robots.  But  when  it 
comes  to  using  robots  to  solve  practical  problems — on  the 
factory  floor  and  in  everyday  life — Japan  has  no  equal. 

What  may  sound  like  science  fiction  to  most  Americans 
is  taken  for  granted  by  ordinary  folk  in  Japan.  The  Japanese 
are  now  accustomed  to  having  robots  do  everything  from 
make  sushi  to  perform  Chopin.  Ichiro  Kato,  a  roboticist  at 
Waseda  University,  designed  Wabot,  a  famous  piano-play- 
ing, music-reading  robot.  Says  Kato:  "There  will  be  one  or 
more  robots  in  every  house  in  the  21st  century." 

Wabot's  creator  expects  to  see  robots  in  people's  homes 
doing  dishes  and  washing  floors.  He  envisions  a  humanoid 
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Robots  installing  car  seats  on  final  assembly  line  in  Nissan's  Murayama  plant 
No  overtime,  aick  leave  or  bonuses. 
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robot  with  movable  arms  and  a  synthesized  voice  that  will 
provide  mobility  and  companionship  to  lonely  old  people. 
Kato,  64,  says:  "I'd  like  to  live  to  see  that  day."  Advances 
in  artificial  intelligence  will  put  all  this  in  the  realm  of  the 
probable. 

You  probably  haven't  heard  much  about  robots  lately  in 
the  U.S.,  and  for  good  reason.  Robots  have  been  an  embar- 
rassing disappointment  for  many  American  manufactur- 
ers. But  in  Japan  companies  of  all  sizes  have  embraced 
robots.  The  robots  make  it  easier  to  quickly  alter  a  produc- 
tion line  to  make  several  different  product  models.  Japa- 
nese suppliers  are  in  the  forefront  of  these  "flexible  manu- 
facturing systems,"  in  which  robots  play  a  crucial  role. 

Now  the  technology  is  moving  beyond  the  factory  into 
hospitals,  concert  halls  and  restaurants. 

In  1988  Japan  employed  two-thirds  of  all  robots  in  use  in 
the  world,  and  last  year  it  installed  about  $2.5  billion 
worth  of  new  ones.  Compare  this  with  the  U.S.,  which 
added  only  about  $400  million  worth  of  robots  last  year. 
"The  total  population  of  robots  in  the  U.S.  is  around 
37,000,"  says  John  O'Hara,  president  of  the  Robotic  Indus- 
tries Association.  "The  Japanese  add  that  many  robots  in 
one  year."  To  be  sure,  Japan  has 
enough  antiquated  and  small  factories 
to  leave  its  overall  manufacturing 
productivity  below  that  of  the  U.S. 
But  robots  will  help  narrow  the  lead. 
For  example,  U.S.  carmakers  are. 
heavily  robotized.  However,  the  Japa- 
nese are  installing  new  robots  not 
simply  to  automate  but  also  to  make 
production  lines  more  flexible.  For  ex- 
ample, Nissan's  newer  auto  plants 
can  produce  hundreds  of  different 
variations  on  a  given  car  model  sim- 
ply by  reprogramming  robots  that 
paint  auto  bodies  and  install  car  seats, 
engines,  batteries,  windshields,  tires 
and  doors.  In  Japan,  even  small  com- 
panies use  robots  in  simple  applica- 
tions such  as  welding. 

It  is  one  more  example  of  Japan's 
skill  at  grasping  a  new  technology  and 
putting  it  to  work  while  others  dither. 
It  happened  in  consumer  electronics, 
memory  chip  production  and  ma- 
chine tools.  Now  it's  happening  in 
robotics. 

As  Japan's  robot  population  grows 
explosively,  the  U.S.  market  for  metal 
employees  is  inching  up  after  falling 
sharply  in  the  mid-1980s.  In  February  Deere  6i  Co.  decided 
to  can  the  robots  it  uses  to  paint  tractor  chassis  and  hire 
humans.  The  robots  take  too  long  to  program  for  endless 
permutations  of  paint  orders.  Whirlpool's  Clyde,  Ohio 
washing  machine  plant  has  used  articulated  arms  that 
resembled  the  human  wrist,  elbow  and  shoulder  to  remove 
washtubs  from  injection  molding  equipment.  But  the 
complex  robots  aren't  up  to  running  round-the-clock  pro- 
duction. Whirlpool  gave  up  on  the  idea  of  using  robots  for 
this  job,  opting  for  fixed  automation — a  technology  the 
U.S.  excels  in. 

"Robots  give  you  a  lot  of  flexibility,  but  there's  also  a  lot 
of  complication,"  says  James  Spicer,  a  director  of  engineer- 
ing operations  at  Whirlpool.  "To  lift  one  cylinder  at  a  time 
you  don't  have  to  duplicate  the  motion  of  a  human  arm." 

So  many  other  manufacturers  have  sent  robots  to  the 
junkyard  or  slowed  plans  to  add  new  ones  that  the  U.S. 
robot  industry  is  in  shambles.  Early  robot  producers  like 


Sushi  robot 

What's  sciencefiction  to  AmeH 

cans  is  old  hat  in  Japan. 


Westinghouse  and  General  Electric  abandoned  robotics  in 
the  late  Eighties  because  of  disappointing  sales.  And  one- 
time highfliers  such  as  Unimation  and  gca  Industrial 
Systems  have  disappeared  into  biggei  companies,  while 
Prab  and  Automatix  founder  under  heavy  losses. 

One  of  the  few  profitable  US  robot  companies  is 
GMFanuc,  a  50/50  joint  venture  between  the  carmaker 
and  Fanuc,  a  leading  Japanese  robotmaker.  The  venture 
last  year  eai^ned  i  few  million  dollars  on  sales  of  $165 
million.  Japanese  producers  aren't  making  any  real  money 
in  robots,  either.  But  many  Japanese  firms  design  and 
make  robots  for  their  own  use  to  boost  competitiveness 
and  quality,  so  profits  are  not  the  issue.  They  don't  buy 
robots  based  on  a  spreadsheet  showing  payback  periods. 

Now  U.S.  companies,  having  invented  industrial  robots 
and  licensed  the  technology  to  Japan  back  in  the  1960s,  are 
in  the  awkward  position  of  licensing  back  new  Japanese 
technology  Cincinnati  Milacron,  number  three  in  the 
U.S  robot  business,  aided  Matsushita  Electric's  push  into 
robotics  by  licensing  it  technology.  Last  year  Milacron 
became  a  U.S  distributor  for  small  welding  robots  pro- 
duced by  none  other  than  Matsushita. 

Why  is  Japan  so  robot-happy?  It  has 
to  do  with  a  lot  more  than  economics. 
Japanese  managers  and  government 
officials  consider  robots  a  key  tool  in 
combating  a  severe  labor  shortage  at 
home.  The  alternatives  would  be 
moving  the  labor-intensive  opera- 
tions abroad  or  letting  immigrants 
into  Japan.  The  first  alternative  would 
deprive  Japan  of  its  manufacturing 
skills.  "If  you  can  fully  automate 
manufacturing,  there's  no  reason  you 
have  to  go  to  Southeast  Asia,"  argues 
Tadaak]  Chigusa,  a  director  of  McKin- 
sey  &  Co.,  Inc.  (Japan).  The  second 
alternative,  immigration,  is  unaccept- 
able in  the  homogeneous,  somewhat 
racist  Japanese  society. 

While  Chinese,  Filipino  or  Korean 
laborers  would  not  be  very  welcome 
in  japan,  no  such  prejudice  exists 
against  robots.  The  Japanese  seem  to 
have  been  primed  for  robots  with  pos- 
itive images  in  their  popular  culture 
as  far  back  as  the  1 950s — much  earlier 
than  in  the  US  Japanese  toymakers 
have  churned  out  millions  of  toy  ro- 
bots, and  the  country's  cartoons  and 
comic  books  are  filled  with  robot  he- 
roes. The  prototype  is  Astro  Boy,  developed  in  Japan  in 
1953  and  later  exported  to  the  U,S 

"Astro  Boy  is  as  well  known  in  Japan  as  Mickey  Mouse 
and  Donald  Duck  are  here,"  says  Frederik  Schodt,  author 
oi  Imide  the  Robot  Km^dow  (Kodansha  International,  1988), 
which  argues  the  Japanese  have  been  conditioned  to  feel 
comfortable  with  robots  from  a  young  age,  "He's  a  very 
cute,  friendly  robot  who's  always  fighting  for  peace." 

Mostly,  robots  are  portrayed  favorably  in  Western  popu- 
lar culture  nowadays,  from  Star  Wars  R2-D2  to  the  futuris- 
tic Jetsons  cartoon  family.  However,  in  Western  tradition, 
robots  have  frequently  been  stereotyped  as  soulless  hu- 
manoid  machines  or  evil  characters  in  works  such  as  Fritz 
Lang's  1920s  silent  film /V/(Vrfy)o/ts  and  the  1920  Czech  play 
R.IJ.R  by  Karel  Capek,  in  which  the  word  "robot"  was 
coined  to  describe  man-created  monsters  that  turned  on 
their  masters,  killing  them 
In  Japan,  friendly,  peace-loving  robots  arc  seen  as  solving 
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a  growing  blue-collar  labor  short- 
age. The  number  of  Japanese  high 
school  graduates  is  stagnant,  and 
fewer  graduates  are  willing  to  get 
their  hands  dirty.  "Young  people 
would  rather  work  at  the  Hotel 
Okura  or  McDonald's  than  in  the 
factory,"  says  Naohide  Kumagai, 
associate  director  of  Kawasaki 
Heavy  Industry's  robot  division. 
Shirking  factory  work  doesn't  car- 
ry a  heavy  penalty:  Last  year's  typi- 
cal high  school  graduate  had  2.5  job 
offers  to  choose  from. 

Robots  are  more  than  a  mere 
substitute  for  human  labor.  They 
can  do  some  things  better  than  hu- 
mans. "Robots  are  becoming  indispensable  because  they 
provide  a  precision,  quality  and  cleanliness  man  can't," 
says  Toshitsugu  Inoue,  senior  engineer  in  Matsushita's 
robot  development  department.  Because  robots  work  at  a 
precise  speed  and  don't  make  mistakes,  inventories  are 
easier  to  control. 

As  electronic  components  are  miniaturized,  robots  are 
becoming  essential  for  quality  and  high  yields  in  the 
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Waseda  University's  Kato  with  walking  ro 
hot  (top)  and  Wabot  at  the  keyboards 
In  the  future  tfie|f  11  even  do  floors. 


chips  (some  of  Japan's  "clean 
rooms"  are  already  unmanned)  to 
watches  and  vcrs.  The  inverse  is 
also  true:  Because  Japanese  manu- 
facturers have  robots,  they  can  fur- 
ther miniaturize  the  product.  The 
process  is  redefining  the  product. 
Many  consumer  electronic  prod- 
ucts are  designed  from  scratch  to 
be  efficiently  asser  ibled  by  robots. 
The  Victor  Co.  of  Japan  (jvc) 
Ltd.'s  Yokohama  camcorder  fac- 
tory is  bathed  in  an  eerie  silence. 
Automated  guided  vehicles  quietly 
deliver  pallets  of  components  to  64 
robots,  which  perform  150  assem- 
bly and  inspection  tasks  Two 
workers  operate  the  robots,  which  assemble  eight  models 
on  the  same  production  line.  Before  the  robots  were  in- 
stalled in  1987,  JVC  needed  150  workers  to  do  the  same  job. 
Just  as  important,  jvc  has  redesigned  the  camcorder  and  its 
components,  some  almost  microscopic,  to  be  more  effi- 
ciently assembled  by  robots.  The  robots  also  provide  flexi- 
bility: They'll  work  around  the  clock — no  overtime,  sick 
leave  or  bonuses. 


production  of  everything  from  very  large  scale  integration        Japanese  government  industrial  planners  have  since  the 
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"I'm  a  gum  when  I  get  to  Japan" 


Wn  hen  American  industrialist  Joseph  Engelberger  ar- 
wwrived  at  Tokyo's  Narita  Airport  in  the  spring  of 
1987,  he  was  met  by  a  limousine  and  whisked  to  the 
television  studios  of  nhk,  Japan's  national  broadcast 
network.  There  Engelberger,  who  built  the  first  indus- 
trial robot  in  1961,  was  interviewed  on  a  popular  na- 
tional news  program.  The  conversation  followed  what 
had  become  to  Engelberger  a  familiar  pattern.  "Didn't 
the  U.S.  foimd  the  robot  industry?"  the  interviewer 
asked.  "Doesn't  Japan  dominate  it  today?" 

"We  all  have  a  good 
laugh  about  it,"  says  Engel- 
berger, 64,  who  founded 
Unimation,  the  first  robot- 
maker,  and  in  1968  li- 
censed its  technology  to  Ja- 
pan's Kawasaki  Heavy  In- 
dustries. "I'm  a  guru  when 
I  get  to  Japan.  I'm  [consid- 
ered] the  foimder  of  Japa- 
nese robotics." 

He's  no  guru  at  home. 
Here,  few  people  not  relat- 
ed to  Engelberger  recall  his 
last  big  network  tv  appear- 
ance, when  he  instructed 
his  robot  to  open  a  can  of 
Budweiser  and  pour  it  for 
Johimy  Carson  on  the  To- 
night Show  in  1966.  "I  had  a  hard  time  getting  people  in 
the  U.S.  to  take  me  seriously,"  he  says. 

Engelberger's  exploits  may  have  been  good  for  a  few 
laughs  at  home,  but  they  caught  the  Japanese  govern- 
ment's attention.  In  1967  it  invited  him  to  address  600 
Japanese  scientists  and  business  executives.  The  ses- 
sion lasted  five  hours  and  led  to  an  agreement  with 
Kawasaki  to  license  Unimation's  technology. 

Kawasaki  remains  a  powerhouse  in  robotics,  but  En- 
gelberger's Unimation  has  all  but  disappeared  in  the 
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Joseph  Engelberger  and  HelpMate  senice  robot 
"I  had  a  hard  time  being  tateen  aeriotisVy 


U.S.  Its  problems  started  almost  immediately  after 
its  1 983  purchase  by  Westinghouse,  which  paid  $  1 07 
million  for  Unimation  with  the  hope  of  turning  the 
$70  million  company  into  a  $1  billion  business. 

Unimation  sold  its  first  robot  to  General  Motors  in 
1961  but  was  bartered  by  gm's  1982  decision  to  start  its 
own  robot  company  in  partnership  with  Japan's  Fanuc. 
With  Westinghouse  putting  little  money  into  research 
and  development,  Unimation's  sales  and  market  share 
withered.  The  hydraulic  robots  it  pioneered  were  soon 

supplanted  by  newer  and 
more  versatile  electric  ro- 
bots. Unimation's  West 
Coast  researchers  left  en 
masse  and  formed  Adept 
Technology,  now  a  hot  lit- 
tle maker  of  light  assembly 
robots. 

After  years  of  heavy 
losses,  Westinghouse  sold 
Unimation's  two  main  op- 
erations— the  robotics  imit 
to  Staubli  International 
A.G.,  a  private  Swiss  out- 
fit, and  its  factory  automa- 
tion unit  to  AEG,  a  unit  of 
Daimler-Benz. 

Engelberger  left  Unima- 
tion in  1984  but  remains  a 
robot  evangelist.  His  new  venture,  Transitions  Re- 
search Corp.,  is  developing  robots  for  the  service  indus- 
try in  a  low-slung  building  in  Danbury,  Conn.,  down 
the  road  from  Unimation's  former  offices. 

Engelberger  isn't  hurting  personally.  He  received 
around  $5  million  when  Westinghouse  bought  Unima- 
tion, enough  to  buy  a  62-foot  sailboat  with  some  money 
left  over  to  continue  researching  robotics  on  his  own. 
But  he  wishes  his  countrymen  would  pay  him  at  least  a 
fraction  of  the  attention  the  Japanese  pay  him. — R.S. 


1970s  provided  a  raft  of  incentives  for  robot  research, 
development  and  use.  The  government  allows  accelerated 
depreciation  for  purchase  of  sophisticated  robots  and  es- 
tablished its  own  leasing  company  to  provide  low-cost 
robots  to  the  private  sector.  Japan's  Ministry  of  Interna- 
tional Trade  &.  Industry  provides  small  and  medium-size 
companies  with  interest-free  loans  to  buy  robots,  miti  is 
also  pouring  $150  million  into  developing  hazardous-duty 
robots  for  use  in  nuclear  power  plants  or  fighting  fires  at 
oil  refineries.  This  would  be  unthinkable  in  the  U.S., 
because  it  smacks  of  industrial  policy. 

Politics  and  national  differences  aside,  why  has  the  U.S. 
lagged  so  far  behind  Japan  in  applying  robots  to  manufac- 
turing? "The  companies  selling  robots  plain  lied  about  the 
capabilities  of  their  equipment  and  the  circumstances 
under  which  they  could  perform,"  says  Roger  Nagel,  man- 
ager of  automation  technology  for  International  Harvester 
(now  Navistar  Corp.)  in  the  early  1980s  and  now  a  profes- 
sor at  Lehigh  University.  After  struggling  for  two  years  to 
debug  a  robot  brought  in  to  load  and  unload  stamped  parts 
from  a  press,  Nagel  finally  junked  the  robot.  A  Japanese 
customer  would  probably  have  worked  more  closely  devel- 
oping the  robot  with  the  supplier,  incorporating  ideas  from 
the  engineers  and  even  from  assembly  workers  on  the 


customer's  own  factory  floor. 

One  reason  for  the  overblown  expectations  is  that  U.S. 
robot  engineers  often  came  from  the  field  of  artificial 
intelligence  and  had  little  if  any  experience  on  the  factory 
floor.  They  were  enamored  of  the  idea  of  a  mechanical 
human,  an  idea  readily  embraced  by  corporate  executives 
who  hoped  to  replace  workers  in  "lights  out"  factories. 
The  result  was  overengineered  robots  that  were  costly  and 
didn't  work  well  on  the  shop  floor. 

"U.S.  companies  made  robot  hands  that  were  so  ungodly 
complex  that  in  many  cases  they  had  no  chance  of  stand- 
mg  up  in  a  real  industrial  environment,"  says  Dennis 
Wisnosky,  former  vice  president  of  gca  Industrial  Systems 
Group,  once  the  number  two  U.S.  robotmakcr.  The  Japa- 
nese, by  contrast,  started  with  simpler  robots  such  as  spot- 
welders  in  car  plants  and  then  used  their  experience  to 
build  more  complicated  machines,  such  as  robots  that 
inspect  the  paint  finish  on  car  bodies  with  visual  sensors. 

In  the  U.S.,  robots  have  been  slow  to  spread  beyond 
automakers  and  their  first-tier  suppliers.  A  survey  last 
year  by  Deloitte  &  Touche  found  less  than  30%  of  U.S. 
manufacturers  believed  they  had  received  significant 
benefits  from  new  technology,  down  from  more  than  60% 
two  years  earlier. 
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Astro  Boy  in  an  English  translation 

Those  friendly,  peace-loving  robots  will  help  solve  a  labor  shortage. 


It  is  a  situation  that  should  trouble  those  who  recall  the 
sad  story  of  the  U.S.  numerically  controlled  machine  tool 
industry.  The  technology  was  developed  at  the  Massachu- 
setts Institute  of  Technology  in  the  1950s  and  then  ex- 
ploited by  the  Japanese.  "U.S.  manufacturers  didn't  push 
the  machine  tool  industry  hard  enough  from  a  technology 
point  of  view,"  says  George  Chryssolouris,  a  professor  of 
mechanical  engineering  at  mit.  Japanese  companies  de- 
manded more  sophisticated  machine  tools  so  they  could 
better  compete  in  export  markets.  The  result?  When  U.S. 
companies  finally  awakened  to  the  need  for  sophisticated, 
high-quality  tools,  they  were  forced  to  turn  to  Japan. 

One  reason  U.S.  manufacturers  aren't  pushing  robot- 
makers  as  hard  as  their  Japanese  counterparts  is  that 
companies  here  tend  to  be  run  by  salesmen  or  accountants. 
Here,  manufacturing  engineers  get  scant  respect;  in  Japan 
they  frequently  run  companies.  The  best  known  include 
Honda's  Soichiro  Honda  and  Sony's  Akio  Morita.  By  con- 
trast, it's  hard  to  name  an  American  manufacturer  who 
has  made  it  to  the  top  since  the  days  of  Henry  Ford  and 
Charles  Kettering.  While  the  Japanese  revere  manufactur- 
ers, Americans  lionize  entrepreneurs  and  inventors.  That 
helps  explain  why  a  U.S.  manufacturing  engineer  with  a 
couple  years'  experience 
makes  only  $37,000  a  year, 
compared  with  $44,000  for  a 
software  applications  engi- 
neer. Why  should  a  smart 
American  kid  tinker  with  ro- 
bots and  assembly  lines 
when  he  or  she  can  strike  it 
rich  writing  a  new  personal 
computer  software  program 
or  designing  a  hedging  strate- 
gy for  an  investment  firm? 

The  Japanese  have  been 
able  to  accept  a  slower 
payout.  If  they  used  the  U.S. 
standard  formula  of  about 
30%  return  on  capital  invest- 
ment— instead  of  the  20%  re- 
turn common  in  Japan — ro- 
bot investments  would  be 
cut  by  half,  says  Edwin 
Mansfield,  director  of  the 
University  of  Pennsylvania's 
Center    for    Economics    &. 


The  robot  giqi  widens 


Japan  employs  more  robots  than  any  other  coun- 
try, by  far.  Indeed,  the  U.S.  has  fewer  robots 
installed  than  were  added  last  year  in  Japan. 
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Industrial  robots  in  operation  (thousands) 
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Sources:  Jc^xin  Industrial  Robot  Assn.;  Robotic  Industries  Assn. 


Technology.  The  Japanese  prefer  a  simpler  comparison. 
The  average  cost  of  an  industrial  robot  is  $40,000— about 
the  same  as  the  annual  income,  with  bonus,  of  a  skilled 
worker  in  a  Nissan  factory.  But  the  cost  of  robots  is 
dropping,  while  labor  costs  are  rising.  Investing  now  could 
save  money  ten  years  from  now. 

Will  robots  make  a  comeback  in  the  U.S.?  Yes,  eventual- 
ly. Companies  that  sacked  robots  for  complex  jobs  are 
rehiring  them  for  simpler  tasks.  Deere,  for  example,  decid- 
ed to  kick  robots  off  its  spray-paint  line,  but  now  uses 
them  to  torque  a  series  of  about  20  identical  cap  screws  on 
tractor  transmissions,  a  boring,  repetitive  job  with  a  high 
degree  of  human  error.  Instead  of  using  robots  as  a  quick 
fix,  some  companies  are  including  them  as  part  of  a  broad 
revamping  of  their  entire  manufacturing  process.  Electro- 
lux  Corp.  designed  a  new  upright  vacuum  cleaner  to  be 
more  easily  assembled  by  robots  and  employees  in  its  new 
$40  million  automated  plant  in  Bristol,  Va. 

But  it  will  be  a  long  and  slow  road.  The  latest  hot  robot 
application  in  Japan  is  in  construction.  Komatsu  Ltd.  has 
developed  a  robot  that  installs  panels  of  up  to  1, 100  pounds 
in  the  exterior  walls  of  buildings,  boosting  labor  productiv- 
ity sixfold.  Shimizu  Corp.  produces  its  own  robots  to  spray 
Andre*  chr.s„e/Forbes  fircproofiug  matcrials  on 
steel  structures,  to  position 
ceiling  panels  in  buildings,  to 
plaster  floors  and  to  lay  con- 
crete segments  in  tunnels. 

Is  the  U.S.  construction  in- 
dustry interested?  Not  a 
chance.  "There's  basically 
nothing  going  on,"  com- 
plains David  Panos,  assistant 
director  of  Carnegie  Mellon 
University's  Field  Robotics 
Center,  which  is  trying  to  ig- 
nite interest.  "It's  the  same 
old  story.  They're  focused  on 
the  short  term.  [The  Japanese 
are  focused  on]  the  long 
term."  Not  to  mention  the 
outcry  from  powerful  con- 
struction unions  if  jobs  were 
threatened  by  robots. 

Pioneered  in  the  U.S.,  ex- 
ploited in  Japan.  It's  getting 
to  be  a  too  familiar  story.  ■ 
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Insights 


Commentary  by  Peter  Huber 


MALPRACTICE  LAW— A  DEFECTIVE  PRODUCT 


"More  medical  malpractice  than 
lawsuits,"  barked  a  recent  front- 
page headline  in  the  A'e«'  York  Times. 
"Thousands  of  hospital  deaths  and 
tens  of  thousands  of  injuries  are  tied 
to  negligence  each  year/'  but  "rela- 
tively few  victims  seek  recourse  in 
the  courts."  Says  who?  Says  a  major 
Harvard  study  of  malpractice  in 
New  York  hospitals,  described  by 
the  newspaper  as  "perhaps  the  most 
comprehensive  ever  conducted  in 
the  U.S." 

That  description  of  the  Harvard 
study  reads  like  an  advertisement 
for  America's  trial  lawyers — which, 
in  a  way,  it  is.  Defenders  of  the 
liability  system  are  milking  the 
study  for  all  it's  worth.  In  February, 
on  separate  podiums,  I  debated  li- 
ability first  with  Robert  Conason,  a 
prominent  New  York  plaintiffs' 
lawyer,  then  with  Ralph  Nader, 
surely  the  plaintiff  bar's  favorite 
consumer  activist.  Nader  and  Cona- 
son could  hardly  suppress  their  de- 
light over  the  Harvard  report  and  its 
attendant  publicity. 

Can  it  really  be  that  we  advocates 
of  tort  reform  had  it  all  wrong?  That 
what  America  really  needs  is  more 
malpractice  litigation,  higher  insur- 
ance premiums  and  yet  another 
overall  rise  in  doctors'  bills?  Rest 
easy.  The  Harvard  study,  judging  by 
the  advance  reports,  is  quite  a  differ- 
ent document  than  one  might  have 
been  led  to  believe  by  the  headline 
in  the  Neiv  York  Times. 

First  revelation:  Yes,  there  is  neg- 
ligence in  New  York  hospitals.  Sub- 
standard medical  care  harmed  about 
1%  of  hospital  patients,  according 
to  the  Harvard  study.  Extrapolating 
from  which  one  may  conclude  that 
negligence  "contributed  to"  7,000 
deaths  and  an  additional  29,000  in- 
juries in  New  York  hospitals  in 
1984.  Sometimes  the  "contribu- 
tion" will  be  grave;  sometimes  it 
will  shorten  life  by  as  little  as  a  day, 
but  this  is  detail.  Extrapolate  na- 
tionwide, as  Nader  and  Conason 
both  enthusiastically  did,  and  you 
are  talking  "worse  than  Vietnam" 

Peter  Huher,  a  senior  fellow  of  the  Manhat- 
tan Institute,  is  the  author  q/'Liabilit\':  The 
Legal  Revolution  and  It.s  Consequence.-.. 


(Conason)  or  "worse  than  all  high- 
way accidents"  (Nader).  For  my 
part,  I  can  easily  believe  the  Harvard 
numbers.  Hospitals,  being  filled 
(like  my  Washington,  D.C.  neigh- 
borhood) with  sharp  knives  and  po- 
tent drugs,  are  dangerous  places  to 
frequent.  I'm  stuck  with  the  neigh- 
borhood, but  I  heartily  avoid  hospi- 
tals except  when  my  condition 
makes  it  even  more  dangerous  to 
remain  elsewhere. 

Second  revelation — the  one  that 
has  Nader  and  Conason  beaming: 
The  Harvard  study  found  that  only 
8  out  of  306  Harvard-certified  vic- 
tims of  negligence  went  to  court. 
Which  is  to  say,  97%  didn't.  For 
Nader  and  Conason  the  implication 
is  obvious.  The  country  needs  more 
lawsuits.  Just  as  they  always  told 
you,  the  crisis  lies  with  malpractice 
itself,  not  with  liability. 

Third  revelation,  the  one  buried 
at  the  end  of  the  Times  story,  the  one 
not  dwelt  on  by  either  Nader  or 
Conason  until  I  was  rude  enough  to 
mention  it:  Only  8  of  the  negligence 
victims  sued,  but  another  39  pa- 
tients— who  were  not  victims  of  any 
negligence,  according  to  the  study — 
also  sued.  In  other  words,  over  80% 
of  the  patients  who  did  sue  had  no 
basis  for  doing  so. 

So  there  we  have  it.  Nader  and 
his  friends  will  tell  you  that  the 
lawyers  miss  97%  of  cases  involv- 
ing true  negligence — though  it  may 
well  be  that  many  patients,  wiser 
than  many  lawyers,  simply  choose 
not  to  sue.  But  over  80%  of  the 
cases  lawyers  do  file  involve  no 
negligence.  And  this  is  only  the 
beginning.  Additional  layers  of  er- 
ror are  inevitable  when  claims  ac- 
tually get  to  a  jury. 

Of  course  a  1%  rate  of  negligently 
caused  harm  in  hospitals  is  not  ac- 
ceptable; no  avoidable  harm  is  ever 
acceptable.  Yes,  we  do  need  mecha- 


nisms to  weed  out  the  incompetent 
fringe  of  the  medical  profession.  But 
most  doctors  fear,  with  some  justifi- 
cation, that  stricter  disciplinary 
measures  by  hospital  boards  will  be 
answered  with  yet  another  round  of 
litigation,  this  time  for  libel,  wrong- 
ful discharge,  or  anticompetitive  de- 
nial of  hospital  privileges. 

A  doctor  need  not  be  paranoid  to 
fear  the  lawsuit  both  coming  and 
going.  When  college  basketball  star 
Hank  Gathers  died  on  the  court  last 
month,  his  family  vowed  to  sue  var- 
ious doctors  who — at  Gathers'  re- 
quest— had  reduced  the  dosage  of  a 
drug  prescribed  for  his  irregular 
heartbeat.  A  few  days  earlier,  anoth- 
er player  died  of  a  heart  attack  fol- 
lowing a  game — but  only  after  filing 
a  career-disruption  suit  against  the 
doctor  who  had  advised  him  that  he 
didn't  have  a  heart  for  basketball. 
Hospital  review  boards  face  similar 
legal  dilemmas  in  every  disciplinary 
proceeding  they  consider. 

The  big  news  in  the  Harvard 
study  is  not  that  some  patients  get 
substandard  medical  care  in  hospi- 
tals. After  all,  we  don't  live  in  Lake 
Wobegone,  where  all  the  children 
are  above  average.  On  the  medical 
side  of  the  ledger,  what's  striking 
about  the  study  is  that  an  astonish- 
ing 99%  of  patients  apparently  re- 
ceived treatment  without  any  negli- 
gently caused  harm.  My  cynical 
mind  is  inclined  to  doubt  that  hos- 
pitals are  really  that  good.  But  even 
if  they're  twice  as  bad  as  the  Har- 
vard study  suggests,  the  doctors  are 
obviously  performing  vastly  better 
than  certain  other  professions. 

The  legal  profession,  for  exam- 
ple. Imagine  that  the  manufacturer 
of  a  car  or  contraceptive  delivered 
a  product  that  was  defective  80% 
of  the  time.  Imagine  that  some  di- 
agnostic laboratory  ran  tests  that 
produced  97%  false  negatives  and 
80%  false  positives.  Or  imagine 
that  some  doctor  failed  to  diagnose 
97%  of  all  patients  with  gangre- 
nous legs,  and  that  when  he  did 
reach  for  a  scalpel  he  applied  it  to 
the  wrong  limb  over  80%  of  the 
time.  Do  you  think  that  Nader 
might  demand  reform?  I  would. 
Lawyer,  sue  thyself.  ■ 
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Take  your 

MaCard 

Or  take  your 

chances. 


All  across  America,  business  is  calling  on 
MCI.  You  should,  too. 

Unlike  the  AT&T  Card,  with  the  MCI  Card^^ 
there's  never  a  chance  of  hidden  charges,  w^iether 
you  dial  direct  or  use  an  operator.  And  you  never 
have  to  read  payphone  labels,  listen  for  special 
recordings,  or  dial  different]^  from  different 
phones. 

What's  more,  you  can  use  your  MCI  Card 
from  any  phone  in  the  U.S.  to  virtually  any  phone 
in  the  world.  And  w4ien  you're  traveling,  you  can 
use  your  MCI  Card  with  MCI  CALL  USA^^  from 
a  growing  number  of  countries  all  over  the  world 
to  get  back  home.  You'll  always  get  an  English- 
speaking  operator,  and  save  money,  too. 

Of  course,  using  the  MCI  Card  assures  you 
of  unsurpassed  call  quality.  As  well  as  savings 
over  AT&fT's  standard  rates  month  after  month. 

So  if  you're  not  calling  with  the  MCI  Card, 
call  us  at  1-800-888-0800. 
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Let  us  show  you.® 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


Baden-Baden  is  a  sybaritic,  Old  World  al- 
ternative to  the  masochism  of  the  typical 
American  health  farm. 

Gennany's 
Palm  Beach 


By  Richard  C.  Morals 


WHERE  DO  YOU  clean  out  your 
poisons?"  is  the  hottest  ques- 
tion on  the  hps  of  high-hving 
German  society  these  days.  The  an- 
swer, frequently,  is  Baden-Baden,  the 
Old  World  spa  town  at  the  edge  of  the 
Black  Forest  near  Stuttgart. 

It  is  Germany's  Palm  Beach — mi- 
nus the  sun  and  sand  but  with  a  touch 
of  Monte  Carlo's  nightlife.  From 
spring  to  fall,  Baden-Baden  is  home  to 
the  highest  concentration  of  million- 
aires in  Germany. 

Ostensibly  they  come  to  detoxify, 
under  a  regimen  of  sports,  thermal 
baths  and  mineral-rich  waters.  You 
can  also  go  the  brown  rice  route,  and 
punish  yourself  with  spe- 
cial diets  and  enough  ex- 
ercise to  keep  even  Jane 
Fonda  happy. 

But,  for  many  Germans, 
part  of  a  health  cure  is 
three  substantial  meals  a 
day,  lots  of  sleep  and  a 
nice  selection  of  cham- 
pagnes in  the  minibar. 
This  is  no  Canyon  Ranch. 
At  Baden-Baden,  creature 
comforts  blend  nicely 
with  therapy  and  health 
treatments. 

"We  don't  put  people 
under  stress  when  they 
are  relaxing,"  says  Bernd 
Straeter,  a  doctor  at  Ba- 
den-Baden's Schwarzwald 
Klinik.  "In  the  afternoon 
we  leave  plenty  of  time 
for    sleeping.    We    don't 
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force  therapies  on  people.  We  try  to 
see  the  whole  person,  as  soul  and  body 
are  related." 

The  setting  itself  induces  calm.  Ba- 
den-Baden, with  its  twisty  cobble- 
stone streets,  is  a  charming  mixture  of 
vanilla-and-cream  villas  next  to  wein- 
stuben  with  leaded-glass  windows.  In 
summer  the  parks  fill  with  the  sounds 
of  classical  music.  The  streets  are 
lined  with  fashionable  stores,  bou- 
tiques and  antique  shops,  many  fea- 
turing Meissen  china. 

Gone  from  Baden-Baden  are  most  of 
the  old  royalty  who  once  thronged  the 
place,  replaced  by  rock  stars  and  busi- 
ness moguls.  Although  the  clinics  and 
hotels  cater  to  some  wealthy  Ameri- 
cans and  Middle  Eastern  royalty  dur- 
ing the  summer,  the  bulk  of  the  visi- 
tors remain  solidly  German:  conven- 
tional burghers  tipping  Tyrolean  hats 
at  each  other  and  young  playboys  in 
leather  pants  cleaning  the  high  living 
out  of  their  systems. 

It  takes  20  minutes  to  walk  from 
one  end  of  the  town  to  the  other, 
through  which  runs  a  peacock  strut 
known  as  the  Lichtentaler  Allee. 
Along  these  paths  Prussian  officers 
with  monocles  and  Kaiser  Wilhelm 
mustaches  once  flirted  with  fashion- 
able young  women  under  parasols. 
Today  the  paths  are  dotted  with  well- 
to-do  joggers  and  elderly  couples 
walking  schnauzers. 

Flush  on  the  Lichtentaler  Allee  is 
one  of  the  town's  monuments,  the 
Brenner's  Park-Hotel.  (For  prices,  see 
box,  opposite.)  Brenner's  has  long  been 
a  society  hotel,  and  not  even  the 
Great  Depression  of  the  1930s  entire- 
ly dimmed  its  glory.  "I  can  truthfully 
say,"  wrote  John  Jacob  Astor  in  the 
guest  book  on  Oct.  4,  1932,  "I  have 
never  liked  any  hotel  better." 

But  the  Brenner's  is 
more  than  a  resort.  Under 
its  roof  are  a  marble- 
floored  clinic  staffed  with 
doctors  and  masseuses,  a 
swimming  pool,  sauna, 
yoga  classes  and  exercise 
machines.  In  Brenner's 
beauty  farm,  men  and 
women  surrender  to 
ghastly  sounding  but 
painless  treatments  like 
body  peeling  and  lymph 
drainages.  (A  body  peel 
entails  chemical  removal 
of  the  top  layers  of  dead 
skin;  a  lymph  drainage  is  a 
form  of  massage  therapy.) 
At  the  other  end  of  the 
Lichtentaler  Alice  is  the 
Trinkhallc,  the  old  pump 
room,  decorated  with  fad- 
ed murals  of  angels  and 
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devils.  Here  one  comes  to  quaff  the 
local  mineral  waters  and  trade  society 
gossip.  High  in  sulfur,  the  waters  sup- 
posedly have  therapeutic  value;  per- 
haps, but  they  smell  and  taste  like 
fishtank  water. 

Next  door  to  the  Trinkhalle  is  the 
casino.  Immortalized  by  Fyodor  Dos- 
toyevsky,  who  dubbed  the  town 
"Roulettenburg,"  in  his  novella  The 
Gambler,  the  casino  is  dazzling.  Its 
walls  are  lacquered  scarlet,  hung  with 
.  crusty  gilt  oils  of  Ludwig  Duke  of 
Orleans  and  Rubens-like  murals  of  sa- 
tyrs. From  the  ceiling  hang  150-year- 
old  chandeliers  dripping  crystal  and 
gold  leaf.  No  noisy  slot  machines  or 
craps  tables:  The  action  consists 
mainly  of  roulette  and  baccarat. 

During  weekends,  the  tables  can 
get  unpleasantly  crowded  but  are 
great  for  people-watching.  This  could 
be  a  scene  from  a  movie:  At  a  roulette 
table  with  a  $12  minimum  and  an 
$11,980  maximum,  a  bulldog  of  a 
woman  encrusted  in  emeralds  and 
wearing  an  antique  Patek  Philippe 
wristwatch  sits  with  a  leather  pouch 
full  of  chips.  She  places  a  dozen  chips 
at  each  turn  of  the  wheel,  noting  her 
bets  on  a  chart,  and  then  starts  mut- 
tering at  the^  croupiers  as  the  evening 
deteriorates. 

Evenings  in  Baden-Baden  are  filled 
with  theater,  night  clubs  and  dining. 
At  the  fashionable  hotels  up  and 
down  the  Lichtentaler  Alice,  restau- 
rant prices  run  about  $55  per  person. 
Try  a  bottle  of  the  local  Affentaler 
white  wine  (about  $5  to  $50  per  bot- 
tle, depending  upon  vintage). 

The  food  can  be  dubbed  Nouvelle 
German — hearty  dishes  like  toume- 
dos  smothered  in  marrow  and  mush- 
room ragout  with  herbs,  decoratively 
presented  in  smallish  portions. 

Far  more  fun — and  less  expensive — 
are  Baden-Baden's  numerous  stuben, 


or  taverns.  Typical  is  the  Prager.  A 
strong  Czech  pilsner  goes  well  with  a 
$17  menu  of  bouillon  and  Jlaedle,  a 
sort  of  bread  noodle,  and  a  large  por- 
tion of  roast  goose. 

Many  visitors  while  away  the  days 
trout  fishing,  deer  hunting  or  playing 
tennis  or  golf.  In  season,  the  racetrack 
is  a  big  draw. 

The  Black  Forest,  only  10  minutes 
to  the  south,  appeals  to  hikers  of  all 
ages  and  energy  levels.  Trails  from 
Baden-Baden,  graded  according  to 
heart  condition,  lead  up  to  the  Altes 
Schloss,  overlooking  the  Rhine.  A 
cafe  there  serves  a  light  lunch  of 
smoked  Black  Forest  trout  for  $9. 

After  exercise  it's  time  for  the  ther- 
mal baths,  which  have  a  long  history. 
The  Romans  built  Baden-Baden's  first 
baths,  but  the  town  remained  a  pro- 
vincial hamlet  throughout  the  Middle 


Stuheti — or  taverns — abound 
Signs  make  them  hard  to  miss. 


Before  you  go 


During  Baden-Baden's  high 
season  (April  through  Octo- 
ber), rooms  at  the  Brenner's 
Park-Hotel  range  from  $115  a 
night  for  a  very  small  single  to 
$1,405  a  night  for  the  best 
suites.  In  all,  there  are  100 
rooms  and  suites.  Reservations 
can  be  made  directly  (49-7221- 
3530)  or  through  Brenner's  U.S. 
representative  (800-223-6800). 

Baden-Baden  has  about  4,000 
other  rooms,  starting  at  $40  a 
night.  An  English-speaking  in- 
formation center  (49-7221- 
275201)  will  recommend  hotels 
and  provide  telephone  numbers. 
Remember  that  Iffezheim,  Ger- 
many's version  of  Ascot  Week, 
takes  place  at  the  end  of  May 


and    the    end   of   August,    and 
rooms  are  hard  to  come  by. 

Brenner's  Beauty  Farm,  on  the 
hotel  premises,  offers  packages, 
including  two  days  of  mani- 
cures, water  exercises  and  fa- 
cials, for  $180.  Those  wno  are  ill 
can  receive  constant  medical  at- 
tention in  Brenner's  Schwarz- 
wald  Klinik.  Off  season:  $155 
per  day  single,  $630  for  an  apart- 
ment. A  three-day  check-up,  in- 
cluding the  latest  tests  and  rec- 
ommended therapies,  costs  be- 
tween $600  and  $960.  Remem- 
ber, though,  Baden-Baden  isn't 
your  only  choice:  The  Black 
Forest  region  is  Germany's  clin- 
ic belt.  Ask  your  doctor  for 
alternatives. — R.M. 
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Cocktails  at  the  Brenner's  Park-Hotel 
"We  don'tforce  therapies." 


Ages.  Its  fortunes  changed  at  the 
dawn  of  the  19th  century,  when  Na- 
poleon's local  ally,  the  Grand  Duke 
Karl  Friedrich,  spent  his  summer 
here.  The  spa  immediately  began  to 
boom,  swelling  with  the  elegant  19th- 
century  hotels  and  the  theaters  and 
casino  that  still  command  the  town. 

Baden-Baden  has  two  principal 
baths  to  choose  from.  The  brand-new 
Caracalla  is  a  thermal  water  park  ca- 
tering to  families  and  children.  But  a 
must  for  any  visitor  with  a  taste  for 
Middle  Europe  of  another  era  is  the 
neighboring  Renaissance-style  Frie- 
drichsbad,  built  in  1878.  A  $17  fee 
will  treat  you  to  a  unique  two-hour 
cleansing.  The  aquamarine  pools  are 
made  of  the  richest  marble,  the  ceil- 
ings decorated  with  ceramic  scenes  of 
green  mallards  floating  in  a  turquoise 
pond.  In  some  warm-air  rooms  kno- 
del-fat  men  read  the  financial  papers 
as  they  lie  down  on  wooden  benches; 
elsewhere  in  a  93-degree  shallow  pool 
they  rest  their  heads  on  marble  back- 
rests and  snooze  while  underwater  jet 
streams  massage  their  feet.  The  Frie- 
drichsbad  is  a  series  of  progressively 
warmer,  then  progressively  colder, 
shocks.  At  one  point  an  attendant  in  a 
white  loincloth  gives  you  a  complete 
massage  and  scrub  with  a  bristling 
horse  brush.  The  treatment  ends  with 
yet  another  snooze  in  a  darkened, 
domed  room.  The  oiily  sounds  are 
some  light  snoring  and  the  gentle  peal 
of  bells  from  Baden-Baden's  churches. 

With  all  that  emphasis  on  the  syba- 
ritic, Baden-Baden  may  not  be  the  eas- 
iest place  to  lose  a  few  pounds.  Relax- 
ation is  the  highest  priority. 


Rent-a-car  roulette 

Anyone  who's  still  confused  over 
.whether  to  take  the  costly  colli- 
sion damage  waiver  at  the  car  rental 
desk  has  lots  of  company.  Charges  can 
be  as  high  as  an  extra  $14  per  day  for  a 
standard  car  for  insurance  you  may 
already  have.  But  lots  of  rental  firnis 
push  the  waivers  because  the  cost  to 
them  can  be  as  low  as  $1.50  per  day. 

The  confusion  and  overcharging  be- 
came so  rampant  that  New  York  and 
Illinois  banned  the  sale  of  collision 
damage  waivers.  If  you  rent  a  car  in 
New  York  or  Illinois  you  are  liable  for 
a  maximum  of  $100  in  damages. 

In  other  states,  the  best  bet  is  to 
check  with  your  auto  insurer.  Over 
50%  of  all  auto  insurance  policies 
cover  you  while  driving  rental  cars. 
But  note  the  limit  of  your  coverage.  If 
your  own  car  is  a  four-year-old  Cadil- 
lac, and  you  total  a  rented,  new  Lin- 
coln Town  Car,  you  could  wind  up 
uninsured  for  the  difference. 

If  you're  traveling  on  business, 
your    employer    may    cover  O 

you — in  fact,  many  employ-  n  " 
ers  won't  reimburse  employ-  \  O 
ees  for  waiver  charges.  '» 

By  playing  your  credit  cards       \ 
right,  you  can  put  the  entire  *? 

matter  to  rest,  no  matter  where  ti  * 
you  rent,  or  why.  Here's  how:  \ 

All  American  Express  cards, 
including  its  Optima  card,  offer  free 
secondary  car  insurance  up  to  the  val- 
ue of  whatever  car  you  rent  in  the  U.S. 
That  is,  AmEx  will  pay  the  bill  for 
damages  after  other  sources,  such  as 
your  personal  or  your  corporate  carri- 
ers, have  been  tapped.  Note:  If  you 
rent  exotic  cars  such  as  Porsches  or 
Rolls-Royces,  you're  out  of  luck — 
such  cars  aren't  covered  in  the  U.S. 

AmEx  gold  and  platinum  card 
members  get  additional  coverage,  in- 
cluding $200,000  for  accidental  death 
or  dismemberment,  $20,000  for  each 
passenger,  $5,000  for  medical  ex- 
penses and  $1,000  for  personal  effects. 
All  four  AmEx  cards  cover  only  cars 
rented  on  a  daily  or  weekly  basis — no 
monthly  rentals.  Secondary  insurance 
similar  to  that  included  in  AmEx 
cards  is  provided  by  Gold  MasterCard 
and  Visa  cards  as  well  as  the  Discover 
card.  But  secondary  insurance  has  its 
drawbacks.  If  a  claim  is  filed  with 
your  carrier,  you  may  get  hit  with 
higher  premiums. 

By  far  the  best  credit  cards  are  those 
offering  primary  insurance.  There's 
no  deductible,  and  they  pay  the  claim 
directly.  The  best  coverage  is  offered 
by  Fidelity  Investments,  which  offers 
unlimited  primary   coverage   on   its 


gold  Visa  and  MasterCard  on  all  rent- 
als— including  exotic  cars — world- 
wide. Rent  a  Ferrari,  wreck  it,  heaven 
forbid,  and  Fidelity  pays  the  bill.  The 
Discover  Private  Issue  card  provides 
worldwide  primary  coverage  up  to 
$25,000,  as  does  the  Diners  Club  card. 
The  MasterCard  BusinessCard  also 
has  unlimited  primary  coverage,  but 
you  can't  rent  exotic  or  antique  cars. 

If  you  rent  a  car  abroad,  most  cards 
will  give  you  better  coverage  than  you 
get  in  the  U.S.  Holders  of  the  AmEx 
cards  and  the  Visa  and  Mastercard 
gold  cards,  for  example,  get  free  pri- 
mary coverage  abroad. 

Hint:  To  remember  which  cards  to 
use  when  renting  in  the  U.S.  or  over- 
seas, get  out  your  wallet  and  affix 
small  markers  on  those  offering  the 
most  complete  coverage.  It  will  ease 


Painck  McCX)micll 


your  insecurity  at  the  car  rental  desk. 

A  word  of  caution  about  rental 
companies  offering  rock-bottom 
rates:  A  recent  vacationer  to  Florida 
rented  a  van  from  Superior  Rcnt-A- 
Car,  Inc.  in  Tampa,  which  tried  to 
convince  him  to  buy  its  collision 
damage  waiver — at  $14  per  day.  The 
customer  at  first  declined,  saying  he 
would  use  his  Gold  MasterCard, 
which  provided  automatic  coverage. 
Superior  said  fine,  but  it  would  block 
off  $1,000  of  credit  on  his  card.  He 
caved  in  and  took  the  waiver. 

But  he  shouldn't  have.  MasterCard 
and  Visa  do  not  allow  rental  car  com- 
panies to  block  off  credit  to  cover  po- 
tential damages.  It's  simply  a  ploy  to 
coerce  customers  into  buying  the  ex- 
pensive coverage. — Evan  McGlinn 
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While  the  masses  seek  solace 
in  overstuffed  chairs,  BMW  offers 
a  slightly  more  compelling  form 
of  therapy. 

Analysis  of  the  open  road. 

It's  found  in  the  heady  form  of  the 
new  K75RT  the  first  luxury  tourer  in 
the  750cc  class.  A  motorcycle  as 
unrepressed  as  it  is  responsive. 

Let  others  debate  fine  points  of 
Freudian  theory  At  BMW,  we  engi- 
neer our  philosophies  into  finely 
sculpted  riding  machines. 

We  don't  mean  to  suggest 
we  can  cure  paranoia  or  banish 
childhood  demons.  But  our  high 
powered  psyche-tour  can  restore 
youthful  ardor  to  urban  captives. 

Like  all  BMW  motorcycles,  the 
highly-balanced,  3-cylinder  K75RT 
employs  a  drive  shaft  like  those  in 
cars.  And  it  offers  options  like  full 
touring  saddlebags  and  an  AM-FM 
radio  cassette  player 

So  instead  of  weekly  visits  to  a 
shrink,  dissolve  stress  with  a  single 
trip  to  your  authorized  BMW  motor- 
cycle dealer  There  you  can  see  the 
K75RT  and  other  inspired  forms  of 
coping  such  as  the  basic  K75,  start- 
ing at  a  most  modest  $5,990." 

Then  ask  about  the  sanest  fea- 
ture to  grace  any  motorcycle.  Free 
riding  school  for  new  buyers.'  * 

Further  rationalization  is 
provided  by  our  three-year, 
unlimited  mile,  limited  warranty 
that's  three  times  more  reassuring 
than  most  other  motorcycle  war- 
ranties. Because  it's  three  times 
longer" 

And  the  feeling  of  security  that 
comes  with  our  BMW  Motorcycle 
Roadside  Assistance  Plan  is 
assured  with  your  purchase  of 
any  new  BMW.   ' 

So  follow  the  same  advice  any 
good  doctor  might  prescribe. 

Just  sit  back.  Rolax. 

And  change  gears  for  a  while. 

c  1990  BMW  of  North  America  Inc  The  BMW  Irademark  and  logo  are  regis- 
tered ■  Manufacturers  suggested  retail  price  Actual  price  will  depend  on  dealer 
Price  includes  dealer  prep  Pnce  excludes  taxes,  license,  options  destination 
and  handling  charges   ' "  See  your  parlicipating  BMW  motorcycle  dealer  (or 
details  * '  *  See  your  authorized  BMW  motorcycle  dealer  for  details  about  tine 
limited  warranty  ■  •  ■  ■  For  complete  details  see  your  Motor  Club  Benefits  Guide 
Some  benefits  not  available  in  all  slates  Services  provided  by  Cross  Country 
Motor  Club  Inc  Boston  MA  02155  except  in  California  wtiere  services  are 
provided  by  Cross  Country  Motor  Club  of  California,  Inc  Boston  MA  02155 
Available  on  all  1989  or  later  BMW  motorcycles 


HEAPER  THAN  A  PSYCHIATRIST. 


WORTH  THE  OBSESSION. 
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Collectors 


Richard  Kelton  combines  sailing  trips  with 
maritime  collecting,  all  in  the  name  of 
science.  And  the  tax  code  helps  out. 


How  to  be  your 
own  Smithsonian 


By  Christie  Brown 


EVERY  YEAR  Los  Angelcs  real  es- 
tate developer  Richard  Kelton 
enlists  two  scientists  and  sails 
off  for  a  couple  of  months  of  adven- 
ture to  such  ports  of  call  as  Samoa, 
Tonga  and  the  Marquesas  islands  in 
the  South  Pacific. 

The  voyages  are  sheer  pleasure  for 
him  and  a  golden  research  opportuni- 
ty for  the  scientists.  They  have  dis- 
covered ntM  species  of  insects, 
mapped  ancient  temple  sites  and 
studied  early  maritime  cultures,  for 
example. 

But  the  trips  also  provide  the  stimu- 
lus for  Kelton's  art  acquisitions  back 
home.  He  now  has  the  best  private 
collection    of    maritime    and    China 


Richard  Kelton  on  the  47-joot  ketch  Enchantress 
Free  rides  for  the  scientista. 


Trade  artifacts  in  the  U.S. 

Since  1980  he  has  amassed  over  50 
antique  nautical  instruments  dating 
back  to  1600,  worth  in  all  about 
$300,000.  Made  out  of  brass,  ivory, 
boxwood  and  rosewood,  they  were  the 
most  sophisticated  navigational  aids 
of  their  time.  Take  the  1616  mariner's 
astrolabe — one  of  only  64  known  to 
exist — from  a  famous  17th-century 
Spanish  treasure  galleon,  the  Atocha. 
By  sighting  the  North  Star  or  the  sun, 
the  astrolabe  tells  the  latitude.  Kelton 
paid  $70,000  for  the  astrolabe  in  1988, 
the  highest  price  he  has  paid  for  an 
instrument.  Most  have  cost  him  less 
than  $10,000. 

The  collection  includes  an  1800 
brass  universal  equinoctial  ring  for 
telling  time,  and  a  1 750  Hadley's-type 
quadrant,  which  was  the 
first  latitude-measuring 
device  to  use  reflected 
light  (thus  permitting 
readings  on  a  pitching 
deck).  There  is  an  1830 
British  admiralty  chro- 
nometer— until  the  ad- 
vent of  the  chronometer 
(circa  1735),  sailors  had  a 
tough  time  fixing  longi- 
tude. The  high-tech 
navigational  equipment 
of  their  day,  British  chro- 
nometers were  so  highly 
prized  that  tars  had  or- 
ders to  toss  them  over- 
board if  their  ships  were 
captured.  One  oddity  is 
an  1850  dip  needle  that 
calibrated  magnetic 

measurements  down- 
ward, the  idea  being  that 
sailors    could    plot    the 


Old  nautical  i}istrnments  and  paintings 
The  best  private  collection  of  old. 


ocean  floor  for  bearings.  The  dip  nee- 
dle, alas,  proved  worthless. 

Kelton's  love  of  maritime  history 
has  also  led  him  to  collect  about  500 
objects  from  the  19th-century  China 
Trade.  These  include  paintings  of 
Chinese-American  nautical  scenes, 
portraits,  textiles  and  silver. 

There  is  an  1853  portrait  by  Tinqua 
of  the  richest  Chinese  merchant  of 
the  time,  Howqua,  who  was  appoint- 
ed by  the  Emperor  Tao-kuang  to  man- 
age trade  with  the  West.  There  is  also 
an  1840s  portrait  of  the  beady-cyed 
Commissioner  Lin,  who  tried  to  stop 
the  opium  trade  with  the  British,  trig- 
gering the  Opium  Wars. 

Kelton  brings  to  his  endeavors  a 
knowledge  of  the  tax  code.  He  com- 
bines much  of  his  sailing  and  collect- 
ing under  one  financial  umbrella — his 
own  charitable  foundation,  created  m 
1982.  It  charters  Kelton's  personal  47- 
foot  ketch  F.nclxintress  for  his  trips  and 
pays  for  his  voyages,  which  often  last 
two  months  but  can  cost  as  little  as 
$50,000.  In  addition,  Kelton  gives  the 


160 


FORBES,  APRIL  16,  1V9() 


Photographs  by  Ann  Sumrtia 


accumulated  by>  Kelton  as  a  result  of  his  travels 
maritime  tind.  China  Trade  arttfacts  in  the  U.S. 


foundation  artwork  (art  owned  by  a 
foundation  can't  be  kept  in  the  own- 
er's home  or  office)  and  it  picks  up  the 
exhibition  tab  when  objects  are  lent 
to  institutions. 

Kelton 's  collection  is  spread  be- 
tween his  Los  Angeles  home,  storage, 
and  long-term  loans  to  the  Pacific 
Asia  Museum  in  Pasadena  and  the 
UCLA  Cultural  History  Museum.  In 
short,  Keltpn  indulges  his  passions, 
scientific  i^esearch  gets  a  big  benefit 
and  Uncle  Sam  helps  out  with  a  tax 
break,  since  the  foundation  serves  a 
charitable  purpose. 

Bom  in  1929,  Kelton  graduated 
from  Stanford  University  and  Yale 
Law  School,  class  of  '53.  After  a  stint 
in  private  practice  he  went  to  work  for 
the  family  £irm  of  Bollenbacher  & 
Kelton,  a  major  West  Coast  real  es- 
tate, construction  and  development 
company.  In  the  past  20  years  the  firm 
has  built  60,000  homes  and  developed 
and  manages  15  shopping  centers 
throughout  California.  Kelton  be- 
came president  in  1973. 


Throughout  his  life,  Kelton  has 
been  a  serious  sailor.  As  captain  or 
navigator  he  has  raced  over  40,000 
miles  under  sail  in  contests  such  as 
the  TransPac  from  Los  Angeles  to  Ha- 
waii, Los  Angeles  to  Tahiti,  and  Brit- 
ain's grueling  Fastnet  from  Cowes, 
England  to  Ireland  and  back. 

But  Kelton  got  bored  collecting  tro- 
phies and  looked  for  different  ways  to 
stay  on  the  high  seas.  After  complet- 
ing the  1975  TransPac  he  walked  into 
Honolulu's  Bishop  Museum  and 
asked  if  it  had  any  interest  in  an  expe- 
dition to  the  Marshall  and  Caroline 
islands  in  the  South  Pacific.  Predict- 
ably, the  Bishop  was  delighted. 

Kelton  purchased  a  suitable  boat  for 
the  trip,  the  Enchantress.  He  made  a 
cash  donation  to  the  Bishop  (tax  de- 
ductible), which  would  pay  for  ex- 
penses. And  the  Kelton-Bishop  Muse- 
um Archaeological  Expedition  took 
off  in  1977  for  six  weeks  with  Kelton, 
two  archeologists  and  three  sailors. 

The  trip  was  a  scientific  success, 
yielding  boatmaking  tools  from  early 


Ramsden's  sextant  (circa  1800) 
Captain  Cook,  used  one. 


Polynesian  cultures.  Kelton  left  the 
boat  in  the  South  Pacific  and  plaimed 
another  trip  with  the  Bishop  and  the 
University  of  Auckland  for  1978. 

The  only  glitch  was  over  financial 
matters.  By  giving  the  expedition  cash 
as  a  gift  directly  to  an  institution, 
Kelton  lacked  control.  So  in  1982  he 
set  up  his  foundation  to  manage  all 
angles  of  the  trips.  "I  became  the  ex- 
pedition organizer,"  says  Kelton,  "as 
well  as  the  financier." 

That  also  gave  Kelton  the  pick  of 
the  world's  scientific  community  as 
crewmates.  Ornithologists,  entomol- 
ogists and  archeologists  from  ucla  to 
the  Maritime  Center  of  the  Universi- 
ty of  Haifa  have  sailed  along.  The 
scholars  benefit  from  free  transporta- 
tion to  remote  areas,  Kelton  benefits 
from  their  knowledge  about  cultures, 
wildlife  and  maritime  history. 

Thus,  Kelton  has  explored  his  way 
from  French  Polynesia  to  New  Zea- 
land, Yugoslavia,  Panama  and  Tua- 
motu  Island,  the  high-security  French 
military  installation  in  the  South  Pa- 
cific. And  Enchantress  doesn't  sail 
without  him.  Kelton  leaves  her  in  the 
last  port  of  call,  flies  home  and  re- 
turns the  next  year  to  take  off  again. 
The  one  exception — Kelton  won't  sail 
in  the  South  China  Sea  or  the  Indian 
Ocean,  for  fear  of  pirates. 

Kelton's  next  trip?  He's  thinking  of 
researching  whale  migration  off  Mex- 
ico later  this  year.  Note:  If  you're  in- 
terested in  old  maritime  instruments, 
the  Scientific  Instrument  Society 
publishes  a  quarterly  bulletin  on  the 
subject  (P.O.  Box  15,  Pershore, 
Worcestershire,  WR102RD,  England). 
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Careers 


With  big  companies  offering  lavish  day- 
care centers  on-site,  how  are  the  smaller 
companies  able  to  compete? 

The  mommy  and 
daddy  track 


By  Dyan  Mnciuin 


WITH  THE  COMPETITION  for 
talented  workers  growing 
ever  more  intense,  large  com- 
panies are  spending  heavily  for  on-site 
day-care  centers  and  other  services 
aimed  at  keeping  working  mothers  on 
the  job.  Standouts  include  such  giants 
as  Johnson  &.  Johnson, 
Stride  Rite  and  Camp- 
bell Soup. 

All  but  unnoticed 
among  such  large-scale 
corporations,  some 

smaller  companies  are 
beginning  to  offer  child- 
care  benefits  that  cost 
far  less  than  traditional 
in-house  day  care  but  are 
drawing  raves  from  em- 
ployees. These  small- 
company  fringes  include 
flexible  work  schedules, 
child-care  referral  ser- 
vices and  day-care  cen- 
ters funded  by  groups  of 
small  companies. 

"People  perceive  that 
these  kinds  of  benefits 
come    only   from    large 
companies,     but    small 
companies  are  actually  better  suited 
to  providing  the  benefits  that  working 
parents  care  the  most  about,"  says 
Arlene  Johnson,  a  senior  researcher  at 
the  Conference  Board's  Work  &  Fam- 
ily Center,  in  New  York. 

A  good  example  is  Savings  &  Loan 
Data  Corp.,  a  Cincinnati-based  com- 
puter company  that  services  the  S&.L 
industry.  A  year  ago  Stephen  Clear, 
the  company's  president,  was  scratch- 
ing his  head  to  figure  out  how  s&l 
Data  (with  $20  million  in  sales  and     a 


180  employees)  could  attract  comput- 
er programmers,  many  of  whom  are 
parents.  Just  a  few  blocks  away  from 
S&.L  Data's  headquarters  stand  com- 
puter operations  nm  by  the  likes  of 
Procter  &  Gamble,  General  Electric 
and  Cinciimati  Bell.  Says  Clear,  "A 
computer  opening  af  p&.g  might  pay  a 
little  more,  so  we  have  to  try  harder  to 


D  Almian  Fleischer 
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S&L  Data  part-timer  Katby  Asalon 
More  time  to  spend  with  the  Idda. 

be  competitive  in  other  ways." 

For  S&.L  Data,  building  a  child-care 
center  would  have  been  too  expen- 
sive, especially  after  insurance  costs 
were  factored  in.  On  top  of  that,  when 
Clear  polled  his  employees,  he  found 
most  had  satisfactory  child-care  ar- 
rangements already.  In  the  end  he  set- 
tled for  a  low-cost  solution:  a  referral 
service  that  helps  parents  locate  the 
kind  of  child  care  they  need.  The  ser- 
vice costs  S&.L  Data  just  $1,800  a  year, 
pittance     compared     with     the 


$100,000  or  more  per  year  it  can  cost 
to  run  an  in-house  day-care  center. 

s&L  Data  took  a  few  other  steps.  It 
started  a  luncheon  lecture  series  for 
working  parents,  subscribed  to  a 
newsletter  on  topics  including  bal- 
ancing work  and  family  duties,  and 
set  up  what  it  calls  a  "dependent  care 
account."  Under  section  125  of  the  irs 
code,  an  employee  with  responsibility 
for  either  child  care  or  an  elderly  per- 
son's care  can  ask  his  or  her  employer 
to  deduct  up  to  $5,000,  pretax,  from 
the  employee's  annual  pay.  The  funds 
withheld  can  then  be  used  to  pay  for 
child  or  elderly  care.  The  cost  of  this 
benefit  is  administrative:  $8,000  a 
year,  because  of  the  heavy  paperwork 
involved  (see  box,  p.  164). 

After  child  care,  perhaps  the  most 
important  benefit  to  working  parents 
is  having  a  flexible  work  schedule, 
and  it  is  here  that  small  companies 
enjoy  an  enormous  advantage.  Says 
Clear,  "We  know  our  employees  bet- 
ter." A  few  years  ago  s&l  Data  began 
allowing  employees  to  use  flex-time 
schedules,  where  they  might  come  in 
an  hour  or  two  earlier  than  usual  and 
leave  an  hour  or  two  earlier,  too. 

Recently  s&ll  Data  took  a  further 
step.  Clear  now  allows  employees  to 
work  part  time,  share  jobs  or  even 
work  at  home — as  long 
as  it  doesn't  interfere 
with  getting  the  work 
done. 

For  Kathy  Asalon,  33, 
a  ten-year  s&.l  Data  vet- 
eran and  a  top  program- 
ming analyst,  the  ability 
to  work  part  time  con- 
vinced her  to  stay  with 
the  company  when  she 
decided  she  needed  to 
spend  more  time  with 
her  two  young  daugh- 
ters. With  the  compa- 
ny's blessing,  Asalon 
started  working  three 
days  a  week  (though  for 
commensurately  less 
pay).  Now  pregnant  with 
her  third  child,  Asalon  is 
having  a  computer  ter- 
minal installed  by  the 
company  in  her  home  so  she  can  work 
there  shortly  after  she  has  the  baby. 

Why  has  the  company  gone  out  of 
its  way?  Competing  for  skilled  com- 
puter programmers  in  the  tight  Cin- 
cinnati labor  market,  S&.L  Data  had 
little  choice,  says  Clear.  The  price  for 
all  the  benefits?  About  $20,000  a  year, 
fully  deductible.  The  question  is  what 
costs  will  be  as  more  working  parents 
request  computer  terminals  at  home. 
Clear:  "The  ultimate  measure  is  if  wc 
are  in  business  in  ten  years." 
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The  Intelligmt  Choice 
For  Safety  And  Security. 

The  Guardian. 

Today,  you  can't  be  too  safe. 
Or  too  secure. 

For  over  one  hundred  and  thirty  years, 
clients  of  The  Guardian  have  felt  both  safe 
and  secure.  Because  we  avoid  unnecessary 
risks  and  take  a  sure-footed  approach  to 
the  management  of  our  finances. 

The  Guardian  is  one  of  only  a  handful 
of  life  companies  that  have  earned 
Moody's  highest  rating  of  Aaa.  We  were 
evaluated  on  our  "claims-paying  ability" 
— our  financial  strength  to  pay  future  life 
insurance  benefits  to  protect  your  family. 

The  Envy  of  the  Life  Industry 

The  Guardian's  capitalization  ratio  of 
13.1  %  ,*  the  prime  measure  of  financial 
strength  and  solvency,  is  twice  the 
industry  average. 

That  means  we  have  the  financial  muscle 
to  develop  better  policy  benefits  and  provide 
our  agents  with  the  necessary  support 
that  results  in  superior  service. 

Make  The  Intelligent  Choice 

Find  out  more  about  The  Guardian  life 
insurance.  Or  group  insurance,  income 
protection,  equity  products  or  asset 
management. 

Call  1-800-662-1006. 

We'll  provide  you  with  all  tho  facts  for 
your  safety  and  security. 


O  The  Guardiatf 

The  Intelligent  C^hoice" 
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©1990  The  Guardian  Life  Insurance  Company  of  America 
•Surplus  and  MSVR  divided  by  assets  in  1989. 
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Group  243's  Bruce  Smith  and  son 

On-site  day  care:  worth  the  $100,000  cost. 
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Anne  Marie  Smith  of  Goodwin,  Procter  &  Hoar 
Providing  child  care  in  a  pinch. 

Like  S&.L  Data,  Braintree,  Mass.- 
based  Haemonetics  Corp.  found  that 
the  best  way  to  appeal  to  its  working 
parents  was  not  by  setting  up  an  ex- 
pensive day-care  center  but  through 
something  more  novel:  a  summer 
camp.  The  maker  of  blood-processing 
equipment  found  that  many  of  its  em- 
ployees already  had  adequate  child- 
care  arrangements.  More  of  a  problem 
than  day  care,  Haemonetics  employ- 
ees said,  was  dealing  with  bored 
school-age  children  on  their  summer 
vacations.  So  began  Camp  Hae- 
monetics. With  the  company's  main 
plant  ten  minutes  from  a  state  park, 
kids  come  in  with  their  parents  and 
get  bused  off  for  swimming  lessons 
and  hiking;  they  come  back  for  lunch 
with  mom  or  dad  and  finish  up  their 
afternoon  activities  by  around  5  p.m. 
Offering  this  to  the  company's  650 
Massachusetts  employees  costs  Hae- 


monetics $40,000  a  year;  parents  chip 
in  $50  a  week  per  child. 

Group  243,  an  advertising  firm  in 
Ann  Arbor,  Mich.,  is  a  small  outfit 
that  decided  to  bite  the  bullet.  Eight 
years  ago  it  set  up  its  own  on-site  day- 
care center — but  in  an  innovative  and 
cost-effective  way.  With  $65  million 
in  billings  and  just  110  employees,  an 
on-site  day-care  center  at  first  seemed 
impractical  for  Group  243.  But  the 
firm  realized  it  had  to  do  something. 
"We  were  going  to  lose  key  people 
who  were  going  off  to  raise  children," 
says  David  Jansen,  Group  243's  vice 
president  of  human  resources.  The  ad 
firm's  employee  roster  is  65%  female, 
and  all  but  9  people  on  the  staff  are 
under  40.  What's  more,  quality  child 
care  was  not  in  great  abundance  in  the 
Arm  Arbor  area,  says  Jansen. 

To  offset  the  day-care  center's 
$100,000  annual  cost,  Group  243  al- 


The  tax  code's  kid  care 


IRS  rule  125  allows  employees  to 
set  aside  a  portion  of  their  pay — 
up  to  $5,000— free  of  taxes  if  the 
money  is  used  to  care  for  kids  or 
elderly  dependents.  That's  the 
good  news.  The  bad  news  is  that  a 
numbing  amount  of  paperwork  is 
involved,  and  getting  the  money 
back  to  pay  the  bills  is  not  always 
as  simple  as  it  seems. 

First,  employees  decide  how 
much  to  set  aside 'in  a  special  ac- 
count set  up  by  their  employer. 
The  employee  then  pays  bills  for 
the  child-care  center,  the  au  pair  or 
whatever,  and  sends  the  receipts  to 
the  plan  administrator.  The  ad- 
ministrator then  withdraws  the 
funds  from  the  account  to  reim- 
burse the  employee  monthly,  say. 


or  even  quarterly,  depending  on 
the  deal  worked  out  by  the  employ- 
er. In  the  case  of  s&l  Data  employ- 
ees, the  company  decided  it  would 
hire  an  outside  contractor  to  do  the 
bookkeeping,  s&l  Data  reports  no 
problems,  but  in  some  companies 
employees  have  complained  about 
long  delays  before  they  can  get 
their  funds  back  out. 

It's  good  to  keep  in  mind  that 
some  employees  (those  earning 
around  $25,000  or  less)  may  be  bet- 
ter off  using  the  Dependent  Care 
Federal  Income  Tax  Credit,  which 
may  provide  a  larger  tax  advantage. 
But  that  saving  is  realized  only  at 
the  end  of  the  year,  whereas  under 
the  rule  125  provision  the  taxes  are 
saved  every  paycheck.— D.M. 


lows  employees  of  nearby  clients  and 
of  other  companies  in  its  office  park 
to  enroll  their  children.  For  its  own 
employees.  Group  243  charges  $100  a 
week  per  child  ($20  more  for  children 
under  age  IVi).  For  nonemployees,  it's 
$20  more,  still  quite  a  bit  less  than  the 
actual  cost  of  $175  a  week.  So  far. 
Group  243  has  concluded  the  center  is 
worth  the  cost.  Says  Jansen,  "We  sell 
ideas,  so  people  are  important." 

A  cheaper  child-care  service  that  is 
becoming  increasingly  popular  at  law 
firms  is  providing  back-up  day  care. 
That  means  if  an  employee's  au  pair 
suddenly  elopes  or  the  nursery  school 
floods,  young  children  can  be  brought 
into  a  special  day-care  center  in  the 
office.  One  of  the  latest  law  firms  to 
offer  this  service  is  Boston's  Good- 
win, Procter  &  Hoar.  Maureen  Shea, 
director  of  legal  persormel,  decided 
the  firm  ought  to  do  something  for  its 
750  employees  when  she  was  inter- 
viewing law  students  18  months  ago 
and  found  they  wanted  to  know  what 
sort  of  accommodations  the  firm 
would  make  for  working  parents. 

Modeling  their  facility  on  the  emer- 
gency child-care  center  developed  by 
the  Washington  law  firm  Wilmer, 
Cutler  &  Pickering,  the  Boston  law 
firm  set  up  a  play  center  and  hired 
Wilmer,  Cutler's  former  child-care  di- 
rector. Costing  less  than  $75,000  a 
year  to  operate,  the  center  is  expected 
to  save  the  firm  money  in  saved  bill- 
able hours.  Explains  Shea,  "When  a 
parent  has  to  stay  home  with  his  or 
her  little  darling,  the  clock's  often 
ticking  at  $250  an  hour." 

With  7.4%  of  America's  work  force 
made  up  of  mothers  with  kids  under 
age  6,  the  day-care  issue  isn't  likely  to 
go  away.  To  compete  for  talented  em- 
ployees, small  companies  may  have 
no  choice  but  to  follow  in  the  foot- 
steps of  outfits  like  S&.L  Data  and 
Haemonetics.  ■ 
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BECOME  A 

JAL  KIZUKI 

AND  GET  YOUR 

OWN  747. 


At  JAL,  we  don't  just  have  me- 
chanics. We  have  kizuki:  An  elite 
corps  of  engineers  who  are  assigned 
to  their  own  747s. 

Because  each  plane  is  worked 
on  by  one  kizuki  team,  each  kizuki  is 
obsessed  with  its  performance. 


Unique  to  the  business,  this  sys- 
tem has  helped  us  maintain  the  on- 
time  departure  record  year  after  year 

And  helped  us  maintain  a  very 
comfortable  relationship  with  our 
passengers. 


J 


Japan  Airlines 

A    WORLD    OF    DIFFERENCE 


Faces 

Bj^hind  the  Figures 


Edited  by  Jason  Zweig 


Governments  are  insatiable 


.\ndrew  Popper 


Former  Treasury  Secretary  William  E.  Simon 
"Bonds  are  never  dead.." 


Bill  Simon  is  returning  to  his  roots. 
In  the  late  1960s,  before  achiev- 
ing fame  as  Treasury  Secretary  and 
striking  it  superrich  in  leveraged 
buyouts,  Simon  made  millions  as  Sal- 
omon Brothers'  top  bond  trader.  Now 
he's  laimching  William  E.  Simon  &. 
Sons  Municipal  Securities,  Inc.,  a 
bond  trading  and  underwriting  firm 
based  in  Morristown,  N.J. 

Simon  smells  an  opportunity.  Con- 
gress restricted  the  issuance  of  tax- 
free  municipal  bonds  in  the  Tax  Re- 
form Act  of  1986.  As  the  volume  of 
municipal  underwriting  declined, 
much  of  the  profit  went  out  of  the 
business  of  underwriting  munis.  Also, 
other  tax  law  changes  reduced  incen- 
tives that  had  encouraged  commercial 
banks  to  own  municipal  bonds;  banks 
unloaded  more  than  $100  billion  of 
munis  over  the  past  five  years.  Salo- 
mon pulled  out  of  the  business  more 
than  two  years  ago.  So  what  prompted 
Simon  to  commit  $10  million  in  capi- 
tal when  current  wisdom  holds  that 
the  institutional  market  for  munici- 
pal bonds  is  weak?  He  lets  out  the 
contented  laugh  of  the  contrarian: 
"That's  wonderful.  Sometimes  the  in- 
surance companies  are  out  of  the  mar- 
ket, sometimes  the  banks  are,  but 
there's  a  steady  demand  there.  It's  a 


solid-rock  business. 

"Everybody  says  the  world's  going 
to  end,  but  bonds  are  never  dead," 
says  Simon,  62,  whom  Forbes  tracked 
down  on  his  yacht  off  the  Caribbean 
island  of  Saba.  "The  fact  is,  Wall 
Street  overexpanded,  and  now  the 
market  is  in  the  process  of  bringing 
the  business  back  to  equilibrium." 


With  his  eye  on  those  narrowing 
underwriting  spreads,  Simon  plans  to 
steer  clear  of  vmderwriting  for  the 
most  part.  Instead,  he  will  emphasize 
trading  and  institutional  sales  of 
municipals. 

The  market  may  have  shrunk  but 
isa't  dying.  Says  Simon:  "The  demand 
for  new  cash  among  both  state  and 
local  governments  is  extraordinary, 
almost  insatiable." 


Private  party 

How  will  the  U.S.  find  the  money 
to  fix  its  aging  roads  and  bridges 
and  water  lines?  John  Stainback,  41, 
thinks  he  has  an  answer,  and  it  shows 
in  the  name  of  his  Washington,  D.C.- 
based  consulting  firm.  Privatization 
International. 

Stainback  explains:  "I  come  in, 
identify  a  municipality's  assets  and 
teach  them  how  to  leverage  the  hell 
out  of  'em." 

In  the  past  two  years,  Stainback  has 
advised  on  the  financing  and  con- 
struction of  some  $2  billion  of  munic- 
ipal projects.  Examples:  the  new  $125 
million  U.S.  Judiciary  Office  Building 
in  Washington,  a  $30  million  library 
in  San  Antonio  and  the  $51  million 
expansion  of  West  Point's  Hotel 
Thayer. 

Say  a  city  wants  to  build  a  new 
police  station  on  municipal  property. 
Stainback  arranges  for  the  city  to  en- 
ter a  joint  development  agreement 
with  a  private  real  estate  firm  and 
commit  to  a  long-term  lease  on  the 
proposed  structure.  This  reduces  the 
developer's  risk  and  helps  him  get  fi- 
nancing at  a  good  rate.  Thus,  the  city 
can  be  saved  a  possibly  painful  trip  to 


Consultant  John  Stainback 

Pttblic  projects,  private  financing. 
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Didn't  you  want  to  make  a  deal 
in  Taipei  recently  ? 


Global  business  contacts  are  merely 
local  business  contacts  spread  out  over  a 
wider  area. 

This  is  particularly  true  in  banking.  For 
international  activities,  it  is  normal  to  con- 
sult a  bank  with  international  experience. 
And  the  most  important  part  of  internatio- 
nal expertise  is  in-depth  knowledge  with 
local  market  conditions. 

UBS.  The  bank  of  experts. 


Are  you  planning  sales,  production  or 
investment  outside  your  own  market? 
Speak  to  UBS,  Switzerland's  leading  bank 
and  one  of  only  a  few  AAA-rated  banks 
worldwide. 


UBS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago,  Los  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 
UBS  in  Canada:  Toronto,  Montreal,  Calgary.  Head  Office:  Union  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 


Real  estate  queen  Leorta  Helmsley 
Taking  a  piece  of  Harry's  empire. 


Faces 

Behind  the  Figures 


the  bond  market. 

Of  course,  taxpayers  must  foot  the 
rental  bills,  but  the  bills  are  stretched 
over  a  long  period  of  time  and  scarcely 
noticeable. — Gretchen  Motgenson 


She^s  just  wild  about  Harry 

W'  hen  it  was  time  last  summer  for 
real  estate  billionaire  Harry 
Helmsley  to  stand  trial  for  tax  eva- 
sion, his  lawyers  argued  that  at  age  80 
he  was  no  longer  mentally  compe- 
tent. But  Helmsley's  lawyers  later  as- 
sumed that  he  was  mentally  compe- 
tent enough  to  sign  over  a  hearty 
chunk  of  his  wealth  to  his  wife,  Leo- 
na.  Harry  recently  gave  her  a  gift: 
more  than  $15  million  worth  of  units 
in  Investment  Properties  Associates, 
a  limited  partnership  that  manages  16 
commercial  properties  in  Illinois, 
New  York,  New  Jersey  and  Texas. 

The  transfer  gives  Leona  control  of 
nearly  half  of  the  partnership's  assets, 
ranging  from  a  shopping  center  in 
Houston  to  the  Stone  Container 
Building  in  downtown  Chicago.  Re- 
maining control  is  split  among  long- 
time Helmsley  associate  Irving 
Schneider,  a  group  of  smaller  inves- 
tors and  one  large  investor,  the  Mac- 
Arthur  Foundation  of  Chicago. 

Harry  Helmsley  remains  only  one 
of  the  general  partners,  entitling  him 
to  an  almost  invisible  1%  of  the  part- 
nership's net  income. 

What's  in  it  for  the  queen?  The 
1989  results  are  not  yet  in,  but  even  if 
the  partnership's  earnings  were  flat, 
Leona's  take  would  be  about  $5  mil- 


lion. That  should  go  a  long  way  to- 
ward footing  her  horrendous  legal 
bills;  to  help  her  remain  out  of  jail  for 
income  tax  evasion  she  has  signed  on 
Alan  Dershowitz,  the  publicity-hap- 
py, left-leaning  Harvard  law  professor, 
who  does  not  come  cheap. 


Texastroika 

TIhe  deep  slump  in  Texas  real  estate 
has  knocked  the  net  worth  of 
Houston  property  tycoon  Gerald 
Hines  below  $250  million;  but,  unlike 
a  lot  of  his  fellow  Texas  tycoons, 
Hines  is  still  highly  solvent.  And 
now,  at  age  64,  Hines  is  hoping  to 


invest  in  another  depressed  market: 
Eastern  Europe. 

"East  Berlin  is  crying  out  for  proper- 
ty developers,"  says  Hines.  "It  will  be 
the  capital,  and  they  need  buildings 
for  government  and  Western  compa- 
nies and  banks  that  will  move  there. 
The  opportunity  is  unbelievable." 

Hines  is  waiting  for  Hungary, 
Czechoslovakia  and  Poland  to  let  for- 
eigners own  property.  Then  he  wants 
to  move  in.  If  any  American  will  be 
allowed  in,  it's  probably  Hines,  a  part- 
ner for  15  years  in  developing  U.S. 
properties  with  Deutsche  Bank,  Ger- 
many's largest  financial  institution. 
Says  he:  "We  don't  do  buildings  as 
loss  leaders,  but  [in  Eastern  Europe] 
we  might  have  to  minimize  our  mar- 
gins to  get  the  experience." 

Hines  ticks  off  a  daunting  list  of 
barriers  to  entry:  To  manage  projects 
in  still-socialist  East  Germany,  he 
says,  "key  people  will  have  to  be 
brought  in — maybe  Yugoslavs  or 
Finns  or  West  Germans — people  who 
know  what  they  are  doing."  Hines  is 
also  hunting  for  local  partners  to  pro- 
vide basic  materials  like  concrete  and 
steel  reinforcing  bars.  More  complex 
construction  equipment,  like  eleva- 
tors and  air-conditioning  and  heating 
machinery,  he  points  out,  will  have  to 
be  brought  in  from  the  West.  Messy? 
Yes,  but  opportunity  rarely  comes  on 
silver  platters. — Howard  Banks 


« ill  \m  Oerbeek 


Houston  builder  Gerald  / lines 

"Bast  Berlin  is  crying  out  for  developers.' 
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TO  MAKE  SURE  YOUR  CHILD  CAN  GO 
TO  COLLEGE.  APPLY  YOURSELF  NOW. 

The  possibility  that  you  may  not  be  able 
to  aford  to  send  your  child  to  college  is  difficult 
to  accept.  But  when  you  consider  that  the  average 
cost  of  one  year  at  a  private  college  will  be 
around  127,000  in  1999  and  $47,000  in  2008,  that 
possibility  is  all  too  real. 

Qearly  to  send  your  child  to  college  will  take 
solid  planning -starting  right  now 

That's  where  The  New  England 
comes  in.  Our  representatives  will  help 
you  aeate  a  long-term  plan- funded  by 
life  insurance,  mutual  funds,  and/or 
tax-advantaged  vehicles  -  that  will  allow 
you  to  maintain  your  current  life-style 
while  you  fund  your  child's  future.  In 
other  words,  they'll  design  a  plan  ihat  allows  your 
family  to  live -and  learn. 

For  our  free  booklet,  "Education  Funding^'  call 
1-800-662-2448,  Ext.634.  And  start  doing  your 
homework  today 

The  New  England.  \bur  Financial  Partner, 
\bur  Financial  Future. 


Qq  The  New  England 

■BBB      Your  Financial  Partner 

The  name  "The  New  England"  and  the  monogram  are  registered  service  marks  of 
New  England  Mutual  Life  Insurance  Company,  Boston,  Massachusetts 
Securities  products  are  dSeicd  by  New  Englana  Securities  Corporaaon 


® 


TRACK  RECORD.  Deer,  turkey  and  other  animals  love  living  in  International 
Paper  forests.  It's  because  we  manage  our  woodlands  in  imaginative  ways  that 
benefit  man  and  wildlife  alike.  Take  the  methods  our  foresters  use  to  control 
undergrowth  that  competes  with  trees  for  water  and  nutrients.  Naturally,  they  ' 
improve  tree  grow  th.  But  they  also  assure  browsing  animals  a  food  supply  that 
doesn't  outgrow  their  reach.  Thanks  to  such  resourceful  practices,  the  flash  of  white- 
tails'  hooves  and  the  natterings  of  wily  old  gobblers  are  far  more  common  sights 
and  sounds  in  International  Paper's  forests  than  on  unmanaged  lands.  Many  kinds 
of  creatures  depend  on  the  land.  We're  committed  to  managing  the  forests  we  con- 
trol in  the  interests  of  all  of  them.  INTERNATIONAL®  PAPER.  Use  our  imagination. 
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Contrarians  can  find  plenty  of  buy 
signals  these  days.  The  broad  Wilshire 
5000  index  is  down  more  than  5% 
since  December  1989.  The  Tokyo 
market  has  collapsed,  with  a  29%  de- 
cline for  dollar  investors  since  the  end 
of  last  year.  And  both  the  New  York 
and  American  stock  exchanges  are  re- 
porting record  high  short  interests. 

Greg  Smith,  chief  market  strategist 
at  Prudential-Bache,  nonetheless  sees 
1990  as  a  transition  period  for  the 
stock  market.  He  expects  the  Dow  to 
trade  as  low  as  2200  this  year.  Smith 
doesn't  offer  a  rosy  economic  forecast, 
and  concedes  interest  rates  may  in- 
crease worldwide,  but  he  still  likes 
stocks  in  cyclical  industries  like  oil 
exploration  and  heavy  equipment 
manufacturing.  It's  plausible:  Even 
with  a  consumer  slowdown,  demand 
for  capital  spending  from  Eastern  Eu- 
rope, among  other  places,  could  be 
strong.  Smith  says,  especially  for  the 
products  of  companies  like  Dresser 
Industries  and  Ingersoll-Rand. 

Are  contrarians  buying  in  Tokyo? 
Probably  not  just  yet.  Even  after  the 
decline,  Japanese  p/es,  averaging  45, 
are  almost  triple  ours. 

How  about  small  U.S.  stocks? 
They've  been  out  of  favor  for  most  of 
the  past  decade,  but  they  are  showing 
some  strength.  During  the  two  weeks 
ended  Mar.  22,  when  most  major  U.S. 
indexes  declined  slightly,  the  Russell 
2000  index  of  small  stocks  (market 
values  under  $250  million)  rose  0.4%. 


The  overall  market' 

dnnn 

Performance 

Price 

Total  return 

^4       . 

3000 

Last  4  weeks 
-  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (4/8/85) 

2.7% 
-5.2 
-8.0 
76.5 

3.0% 
-4.5 

-6.7               i 
110.0  //*/j^ 

^V^" 

2000 

The  Wilshire  index  as  of  3/22/90 
-  Market  value:  $3,060.0  billion 
Price/book;  3.0           j^ 
P/E:  15.6               jy^ 
Yield:  3.2%          /^/ 

^ 

^ 

H  Wilshire  index 

■  200-day  moving  average 
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The  Best  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol^ 

Norton 

75% 

40% 

21 

11,416 

9.6 

National  Health  Labs 

12 

17 

20 

59 

0.3 

lA  Gear 

353/4 

17 

12 

7,623 

1.5 

UAL 

152 

15 

10 

2,761 

0.7 

Carnival  Cruise  Lines 

20% 

14 

14 

942 

1.3 

The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol^ 

Midlantic 

18H 

-18% 

3 

3,780 

1.0 

Hibemia 

16% 

-18 

7 

638 

1.0 

First  Fidelity  Bancorp 

20 

-17 

8 

1,199 

0.4 

.  Contel  Cellular 

19'/2 

-17 

NM 

629 

1.0 

Southeast  Banking 

14'/8 

-14 

6 

2,956 

1.7 

Closeup  on 

the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stocks,  capitaliiation  weighted 

3,241.75 

-1.2% 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAfE)  a  dollar  denominated  capitalization  weighted  Index 

827.90 

-9.9% 

Wilshire  index 

6.000  stocks,  equal  weighted 

21.33 

-0.8 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

113.56 

0.1 

Dow  Jones  industrials 

30  stocks;  divtsot-ajljusted  price  average 

2,695.72 

0.0 

Individual^ 

Approximately  200  stocks  with  low  Institutional  ownership 

103.02 

-1.4 

S&P500 

Capitalization  weighted  cross  section,  major  stocks 

335.65 

-1.4 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

162.74 

0.4 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

184.70 

-1.4 

Gold^  (Composite  quote  of  6  major  dealers) 

$392.25 

-2.5 

Yen^  (per  SU.S.) 

155.07 

2.6 

Amex 

Capitalliatlon  weighted  total  return:  stocks,  warrants 

360.48 

-^.3 

Commodity  index^  (CRB  futures  index,  1967=100) 

237.34 

-0.7 

Nasdaq 

Capifaluatron  weighted;  all  issues  except  warrants 

434.51 

-0.5 

Oil*  ON  Texas  Intermediate) 

$20.00 

-3.8 

T  Bills*(90  days) 

7.89% 

unchanged 

Amex  international  market  index 

Capitaluation  weighted.  50  largest  ADRs 

286.02 

-7.1 

Broker  loan  rate* 

9.25% 

unchanged 

Note:  All  data  for  periods  ending  3/22/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  averagp  daily  volume  over  the  preceding  3  months.  ''Morgan  Stanley 
Capital  International  Perspective.  ^For  period  ending  3/23/90.  A.  Arbel,  Cornell  University,  using  Ford  Daubase  from  Ford  Investor  Services.  *Knight-Ridder  Financial 
Information.   A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Best  industry  last  6  months 
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Worst  industry  last  6  months 
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After  suffering  through  most  of  the  1980s,  farm  equipment 
manufacturers  are  coming  back  strong.  This  industry  is 
ranked  first  out  of  197  sectors  in  stock  performance  over 
the  past  six  months,  according  to  Los  Angeles-based  Wil- 
liam O'Neil  &  Co.  The  technology  sector  showed  signs  of 
recovery  as  computer  software  companies  and  firms  that 
make  computerized  graphics  equipment  ranked  second 


and  third,  respectively,  in  six-month  performance.  Ranked 
last  are  the  hotel  stocks,  a  group  beset  by  overcapacity, 
high  debt  levels  and  a  sluggish  economy.  Hilton's  unsuc- 
cessful attempt  to  sell  off  its  properties  also  hurt  these 
stocks.  The  prospect  of  re-regulation  has  damaged  cable 
television  stocks.  Now,  at  their  lower  levels,  they  are 
trading  in  line  with  market  multiples  of  cash  flow. 


'B 


Leading  Industries 

Farm  machinery 

Company 

6-month 
Recent      price 
price      change 

Relative  rank 
strength      EPS 

P/E 

Lindsay  Manufacturing               3 1  >/2       48  % 

93 

86 

9 

Varity 

3 'A        24 

89 

52 

10 

Deere  &  Co 

73%        23 

89 

84 

14 

Finning  Ltd 

12'/2          6 

83 

69 

9 

Gehl 

16              0 

72 

99 

64 

Computer  software 

Company 

6-month 
Recent      price 
price      change 

Relative  rank 
strength      EPS 

P/E 

Software  Toolworks                   25%     131% 

99 

99 

40 

Adobe  Systems 

44'/i      116 

99 

98 

29 

Microsoft 

114           82 

98 

99   . 

31 

Structural  Dynamics  Resources  39y8       63 

97 

97 

29 

Stage  Software 

12y8        60 

94 

90 

28 

Computer  graph 

ics 

Company 

6-month 
Recent      price 
price      change 

Relative  rank 
strength      EPS 

P/E 

Scitex 

21 'A       82% 

97 

86 

11 

Silicon  Graphics 

37'/;        60 

98 

99 

33 

New  Image  Industries                 14^4       46 

84 

90 

29 

Evans  &  Sutherland  Computer     29'/2       30 

94 

35 

NM 

Intergraph 

22'/2       30 

93 

52 

17 

1                 Lagg 

ing  Industries 

f                          Hotels  and  motels 

Company 

6-month 
Recent      price 
price      change 

Relative  rank 
strength      EPS 

P/E 

Prime  Motor  Inns 

13         -63% 

3 

74 

6 

Hilton  Hotels 

51%      -47 

7 

51 

23 

Marriott 

26 '/2      -30 

18 

59 

16 

Journeys  End 

10%      -29 

48 

77 

9 

Motel  6 

13%      -21 

34 

36 

NM 

Audio/video  home  products 

Company 

6- month 
Recent      price 
price      change 

Relative  rank 
strength      EPS 

P/E 

Emerson  Radio 

3%     -35% 

19 

86 

9 

Zenith  Electronics 

9V4      -35 

10 

18 

NM 

Commtron 

6'/^     -34 

25 

73 

8 

Harman  International 

15'/2     -22 

16 

77 

8 

Matsushita  Elec  Ind  ADR 

131^/4      -18 

20 

67 

17 

Cable  television 

Company 

6-month 
Recent      price 
price      change 

Relative  rank 
strength      EPS 

P/E 

Jones  Intercable 

lO'A      -47% 

8 

14 

NM 

Cablevision  Systems 

25'/^      -44 

9 

13 

NM 

Adelphia  Communications 

16          -43 

7 

13 

NM 

Century  Communications 

8%      -38 

11 

9 

NM 

American  Television  &  Comm 

33'/2      -31 

17 

97 

39 

Industries  are  ranked  from  I  (highest)  to  197  (lowest)  based  on  the  cqualwcighlcd  price  performance  of  the  companies  within  the  industry  Ktoup  Relative  EPS  measures  a 
company's  eamings-per-share  growth  in  the  last  2  quarters,  the  I.isi  S  years  and  the  stability  oi  that  growth.  Relative  strength  is  a  sKKk's  daily  price  change  ovei  the  last  12  months 
For  both  measurements,  stocks  are  compared  with  all  other  stocks  and  ranked  on  a  scale  of  0  to  99,  with  99  the  highest  Industry  group  performance  is  based  on  6  month  equal 
weighted  price  changes  with  most  recent  3-month  results  weighted  ^0%.  NM    Not  meaningful   All  data  for  periods  ending  3/l6/9()  Source   Investor's  Daily,  I.os  Angeles,  Calil 
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It  may  seem  like  a  business  paradox,  but  sometimes  less  is  more. 
At  least  when  it  comes  to  adding  paper  and  toner  to  the  new  Minolta  EP  8600 
high-volume  copier  its  triple  barrel  toner  capacity  lets  you  produce  up  to  50,000 
copies  between  refills.  Or  almost  double  that  of  any  other  machine  in  its  class. 
^  ^^pi-       T,  Now  that's  productivity  But  it's  just 

"  '  ■*^*«"^  —   "^    the  beginning. 

With  its  standard  paper  trays  and 
optional  large  capacity  tray  you  can  load 
up  to  4000  sheets.  And  at  60  copies  a 
.minute,  you'll  get  a  lot  more 
accomplished. 
An  LED  help  screen  accesses  over  40  different  messages 
solving  virtually  any  copying  problem  at  the  touch  of  a  button. 

©1989  Minollo  Corporation 


Minolta's  Intelligent  Commander  makes  time-consuming  jobs  easier  It's  a 
self-contained  editor  and  control  panel  that  lets  you  program  and  store  different 
operational  sequences  on  a  memory  card. 

Other  mnovative  features  in  the  EP  8600  include  automatic  duplexing, 
reduction  (up  to  61%  of  original)  and  enlargement  (up  to  164%  of  original), 
automatic  paper  selection/automatic  magnification  selection,  and  dual  original 
copying  for  producing  your  own  booklets. 

If  you  want  to  get  more  out  of  work,  the  Minolta  EP  8600  could  be 
just  the  kind  of  input  you've  been  looking  for  So  call 
1-800  -USA  -DIAL,  Ext.  777  for  the  Minolta  dealer  nearest  you.     j^^^ 


COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


The  Funds 


Danger,  states  that  confis- 
cate "dormant  property. 


Ctould  you  be 

escheated  out  of 

your  IRA? 


Ieave  your  fund  shares  sitting  quiet- 
lly,  with  dividends  reinvested,  and 
you  risk  having  them  confiscated  by  a 
state  government. 

The  problem  is  the  ancient  law  of 
escheat,  whereby  abandoned  property 
is  turned  over  to  the  crown  (or,  on  this 
side  of  the  Atlantic,  to  a  state  treasur- 
er). States  have  gotten  very  clever 
with  their  escheat  laws,  and  now  take 
in  nearly  $1  billion  atmually  from  un- 
claimed bank  accounts,  utility  depos- 
its, stocks — and  yes,  mutual  fund 
shares. 

To  fall  prey  to  the  government,  the 
property  must  lie  dormant  for  three  to 
seven  years.  But  what  does  dormant 
mean?  A  teller's  check  that  is  un- 
cashed  after  two  years  will  probably 
never  be  cashed.  But  an  ira  account 
might  remain  untouched — indeed, 
may  legally  have  to  remain  un- 
touched— for  25  years. 

Recently,  state  officials  have  be- 
come downright  piggish  in  their  at- 
tempts to  ferret  out  addi- 
tional funds.  Last  year 
New  York  Comptroller 
Edward  Regan  tacked 
onto  the  state's  budget  i 
bill  a  broad  provision  on 
unclaimed  mutual  fund 
shares.  The  statute,  which 
takes  effect  this  month, 
would  seize  the  fund  ac- 
count of  any  New  York 
State  resident  who  has 
neither  added  to,  with- 
drawn from  or  corre- 
sponded with  the  fund  for 
five  years. 

In  addition,  the  law  al- 
lows seizures  even  if 
shareholders  have  been 
participating  in  dividend 
reinvestment  plans  and 
no  dividend  statements 
were  returned  by  the  Post- 
al Service  as  undeliver- 
able.  Fund  industry  offi- 
cials argued  the  law  will 


affect  many  college  and  retirement 
accounts.  Moreover,  shareholders  of 
these  dormant  accounts  who  awaken 
to  their  confiscation  and  ask  for  a 
return  of  the  property — as  the  state 
escheat  laws  generally  permit-,- 
would  not  be  left  whole.  The  Ihtemal 
Revenue  Service  considers  a  seizure 
to  be  a  sale,  and  the  hapless  investor 
would  owe  taxes  on  the  transaction. 

Comptroller  Regan  graciously  ex- 
empted IRA  accounts  from  the  law — 
sort  of.  You're  safe  until  age  S9Vi  (the 
lowest  age  at  which  the  irs  ordinarily 
permits  withdrawals  without  penal- 
ty), and  then  the  state  will  wait  for 
five  years  of  inaction  before  taking  the 
money.  Smart  investors,  however, 
wait  until  the  last  possible  moment 
(age  7OV2)  to  start  withdrawals. 

New  York  officials  drew  up  the  leg- 
islation after  realizing  that  the  dor- 
mant shares  of  state  residents  were 
being  funneled  to  Maryland,  Massa- 
chusetts and  Delaware,  where  many 
funds  are  incorporated.  Comptroller 
Regan  figured  on  raking  in  up  to  $28 
million  five  years  from  now  with  the 
dormant  fund  provisions. 

Although  at  least  half  the  states 
have  similar  abandoned-property  laws 
on  the  books  relating  to  mutual  fund 
shares.  New  York  may  relent.  An 
amendment  now  under  consideration 
would  require  that  five  years  must 
pass  after  mail  has  been  returned  as 
undeliverable  before  an  account  could 
be  considered  abandoned. 


How  much  are  you  worth 
if  your  fund  manager  sells 
you  off  to  another  fund 
manager? 

Bodies  for  sale, 
eheiqi 


Are  the  rich  values  placed  on  fund 
^management  companies  finally 
settling  back  to  earth  after  the  steep 
multiples  of  the  go-go  Eighties?  Con- 
sider last  month's  sale  of  Shearson's 
old-line  Lehman  Management  Co. 
unit  to  Salomon  Inc. 

Salomon  plucked  up  Lehman's  $3 
billion  in  assets  for  a  mere  $28  mil- 
lion. That  works  out  to  1%  of  assets, 
or  two  times  the  firm's  $14  million  in 
revenues.  Lehman's  business  is  split 
almost  evenly  among  closed-  and 
open-end  mutual  funds  and  an  indi- 
vidual investment  service  that  caters 
to  the  wealthy  set.  All  three  are  profit- 
able businesses  and  could  have  en- 
abled Lehman  to  fetch  well  over  $50 
million  just  three  years  ago,  precrash. 
In  the  mid-1980s,  fund  management 
companies  like  jmh  Management  and 
Delaware  Management  sold  for  more 
like  2%  of  assets,  or  about  three  times 
management  fees. 
What's  behind  the  modest  price  for 
Lehman  management? 
Dampened  interest  for 
money  managers.  Where 
earlier  sales  like  Citi- 
corp's 1988  divestiture  of 
its  Investment  Manage- 
ment unit  had  nearly  a 
dozen  suitors  competing 
against  each  other,  Salo- 
mon was  the  only  firm  ne- 
gotiating with  Shearson 
for  Lehman. 

"There's  no  question 
that  prices  arc  well  off  the 
peak  of  a  few  years  ago," 
notes  an  executive  close 
to  the  Lehman  deal.  "It's  a 
simple  case  of  supply  and 
demand.  The  three  [Leh- 
man] businesses  were 
very  attractive,  but  the 
price  was  certainly  impor- 
tant. Wc  have  entered  a 
far  more  rational  era  of 
valuation." 
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MY  FAVORITE  MAGAZINE  TALKS  ABOUT  TOUCHDOWNS.. 


•  ...THE  KIND  THAT  HAPPEN  ON  OTHER  PLANETS." 


r 
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"That's  because  my  favorite  magazine  is  OMNI.  Oti,  sure  I  read 
otiier  magazines,  but  I  spend  a  lot  more  time  reading  OMNI.  OMNI 
tells  me  all  about  the  latest  trends  in  technology,  current  health  and 
science  issues,  and  all  sorts  of  fascinating  subjects  that  can  affect  the 
future.  To  me,  OMNI  is  more  than  just  a  well-written  magazine,  it's  actu- 
ally a  tool  for  the  days  ahead.  So,  if  you  really  want  my  attention,  maybe 
it's  time  you  stopped  playing  games  and  simply  talked  to  me  as  one  intelli- 
gent human  being  to  another " 


annmi 

MAGAZINE 


A  TOOL  FOH  THE  21^^  CENTURY. 


The  Funds 


Competition  is  now  doing 
what  regulators  have  not 
yet  succeeded  in  doing: 
forcing  disclosures  about 
stock  pickers. 

Glasnost 


Once  again,  as  it  has  three  times 
before  in  the  past  17  years,  the 
Securities  &.  Exchange  Commission 
is  proposing  to  force  fund  operators  to 
disclose  names  and  some  biographical 
details  on  their  portfolio  managers. 
Once  again,  the  Investment  Company 
Institute,  the  industry's  trade  group, 
is  not  thrilled  with  the  idea.  The  pro- 
posed rule,  says  ici  General  Counsel 
Matthew  Fink,  could  compel  fund 
sponsors  to  fill  prospectuses  with  use- 
less information  about  managers  of 
money-market  and  index  funds,  or 
about  the  large  teams  of  analysts  who 
manage  some  equity  funds.  The  ici 
would  prefer  a  rule  requiring  disclo- 
sure about  a  manager  only  if  this  man- 
ager was  critical  to  the  success  of  the 
fund — and  pretty  much  leaving  it  up 
to  the  fvmd  sponsor  to  decide  which 
managers  are  key.  In  short,  something 
close  to  the  voluntary  disclosure  we 
have  now. 

But  while  the  regulatory  battle 
rages  at  the  sec,  where  the 
disclosure  rule  awaits  fi- 
nal action,  investors  can 
take  heart  that  they  have 
almost  won  the  war.  A 
spot  survey  of  mutual 
fund  groups  shows  that,  in 
most  cases,  biographies  of 
equity  fund  managers  are 
readily  available  to  inves- 
tors for  the  asking. 

It   wasn't   always   this 
way.    The    operators    of 
fimds     feared — correctly, 
no  doubt — that  identify- 
ing the  talent  behind  a  su- 
perior fund  record  would 
expose  the  fund  to  an  exo- 
dus of  customers  if  that 
talent  left.  When  Forbes 
began    listing    managers' 
names  in  its  annual  honor     ( 
roll  of  funds  six  years  ago,     \ 
we  found  not  a  few  fund     ; 
sponsors  who  were  reluc- 
tant to  reveal  managers' 


names  and  years  of  experience.  Spon- 
sors of  committee-run  funds  were  the 
touchiest.  They  wanted  their  stellar 
performances  identified  with  the 
sponsor's  name,  not  with  some  stock 
picker  who  could  quit  to  work  for  i 
competitor. 

The  secretiveness  is  changing.  Now 
other  publications  and  fvmd  directo- 
ries are  also  publishing  manager 
names,  and  anonymously  managed 
funds  are  more  conspicuous. 

At  least  half  of  the  15  largest  fvmd 
families  include  portfolio  managers' 
names  for  their  equity  funds  in  annual 
reports  or  prospectuses.  T.  Rowe 
Price,  among  others,  even  shows  the 
portfolio  manager's  name  in  quarterly 
reports,  so  you'd  know  pretty  quickly 
if  your  manager  left. 

But  investors  don't  always  have  to 
wait  for  the  annual  reports  to  come 
out.  Many  fund  companies  will  pro- 
vide detailed  manager  biographies — 
including  education  and  past  work  ex- 
perience— on  request.  That's  even 
more  information  than  required  un- 
der the  proposal  by  the  sec's  fund 
division. 

A  number  of  fund  groups,  including 
Fidelity,  Kemper,  American  Capital 
and  MFS,  provide  manager  biographies 
over  the  telephone.  Others,  including 
T.  Rowe  Price  and  Putnam,  send  the 
information  through  the  mail. 

Of  the  fund  families  polled  that 
don't  print  their  portfolio  managers' 
names  in  fund  annual  reports,  only 
Dean    Witter    and    Prudential-Bache 


don't  provide  biographical  details 
over  the  phone.  Even  these  holdouts 
may  soon  change.  "It  sovmds  like  a 
good  idea,"  offers  Stephen  Fisher, 
marketing  manager  at  Pru-Bache.  "I'll 
suggest  it  to  our  fulfillment  people." 
Here's  a  good  idea  for  investors: 
Don't  buy  a  fund  on  the  strength  of 
past  performance  without  asking  how 
long  the  present  manager  has  been 
around.  And  don't  buy  a  fund  that 
won't  tell  you. 

If  you  live  in  Connecticut, 
buy  your  T  bonds  directly. 


Taxes  on 
Treasurys 


In  a  form  of  constitutional  tax  relief, 
all  50  states  exempt  the  interest 
from  U.S.  Treasury  bonds  from  state 
tax.  Some  of  them,  though,  are  nig- 
gardly with  this  exemption.  As  of  sev- 
en years  ago,  29  states  taxed  the  inter- 
est income  from  U.S.  Treasurys  held 
in  government  bond  funds.  But  a  de- 
termined lobbying  effort  by  the  In- 
vestment Company  Institute  and 
bond  fvmd  sponsors  such  as  Federated 
Investors  have  reduced  the  damage. 
These  players  have  helped  bankroll 
shareholder  suits  challenging  the 
rough  tax  treatment  of 
fund  investors,  thereby 
slicing  the  number  of  of- 
fending states  to  seven  at 
the  end  of  1989:  Connecti- 
cut, Delaware,  Minneso- 
ta, Mississippi,  North  Da- 
kota, Pennsylvania  and 
Tennessee. 

Now  a  recent  ruling  in 
Minnesota  along  with  a 
bill  about  to  be  introduced 
in  Pennsylvania  are  likely 
to  leave  just  five  holdouts 
by  year-end,  says  Keith 
Lawson,  assistant  general 
counsel  at  the  ici. 

Local  taxes  can  make  a 
difference.  Connecticut's 
top  14%  income  tax,  for 
example,  effectively 

knocks  more  than  a  per- 
centage point  of  yield  off  a 
fund  that  invests  in  Trea- 
sury paper. — Michael  Fritz 
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BRAVO! 

Lincoln  Center  applauds  454  Consolidated  Corporate  Fund  SiQ)porters 


Lincoln  Center  Consolidated 
Corporate  Fund  Leadership 
Committee 

•  Chairman 
Waller  V.  Shipley.  Chairman 
Chemical  Hank 

George  Weissman,  Chairman 
Lincoln  Cenler,  Inc. 

Nalhan  Leventhal,  I'residenI 
Lincoln  Center,  Inc. 

Paul  A.  Allaire,  Prenidenl 
Xerox  Corporation 

Robert  E.  Allen,  Chairman 
AT&T  Company 

Charles  B.  Henenxon,  President 
Henenson  Capitol  Company 

Frank  A.  Bennack.  Jr.,  President 
The  Hearst  Corporation 

Kichard  S.  Hraddock,  President 
Citibank.  S.A. 

Daniel  B.  Burke,  President 
Capital  CitieslABC,  Inc. 

Willard  C.  Butcher,  Chairman 
The  Chase  .Manhattan  Bank,  .V..4. 

John  B.  Carter,  President 
The  Equitable  Life  Assurance  S(fciety 
of  the  I'nited  States 

Ronald  E.  Compton,  President 
Aetna  Life  &  Casualty  Company 

I).  Ronald  Daniel,  Director 
McKinsey  &  Company,  Inc. 

Martin  S.  Davis,  Chairman 
Paramount  Communications  Inc. 

William  C.  Ferguson,  Chairman 
\Y\EX  Corporation 

Edward  Finkelstein,  Chairman 
K.H.  .Macy  &  Co..  Inc. 

Richard  V.  (liordano,  Chairman 
The  HOC  Croup.  Inc. 

.Maurice  R.  (ireenberg.  Chairman 
American  International  Group,  Inc. 

H.  John  (ireeniaus,  l*resident 
Sabisco  Brands,  Inc. 

Larry  D.  Horner.  Chairman 
KP.MG  Peat  Marwick 

Melcin  Jacobs.  Chairman 
Saks  &  Company 

John  E.  Klein,  President 
Hunge  Corporation 

Hisao  Hondo,  President 
Milsui&Co.(r.S.A.I,  Inc. 

Erich  Krampe,  I'residenI 
Mercedes-Ben:  ofSnrth  America,  Inc. 

Dacid  Lavenlhol.  President 
Times  .Mirror  Company 

Drew  Lewis,  Chairman 
I  nion  Pacific  Corporation 

Peter  L.  .Matkin,  Esq. 
Wien,  Matkin  &  Beltex 

.Marshall  Manley,  President 
Amliase  Corporation 

John  P.  Mascotte,  Chtirman 
The  Continental  Corporation 

Edmund  T.  I'ratt,  Jr..  Chairman 
Pfizer.  Inc. 

Carl  Spielvogel,  Chairman 

Hacker  Spielrogel  Hates  Worldwide.  Inc. 

Thomas  W.  Strauss.  President 
Salomon  Inc. 

Frank  J.  Tasco.  Chairman 

.Marsh  &  McLennan  Companies,  Inc. 

Marcin  S.  Traub.  Chairman 
Bloomingdate's 

John  L.  Weinberg.  Seniot  Partner 
Goldman,  Sachs  £  Co. 


Outstanding  Leadership 
$150,000  and  over 

Bristol-Myers  Squibb  Company 
The  Chase  Manhattan  Bank,  N.A. 
Philip  Morris  Companies  Inc. 

Kraft  General  Foods  Group 

Miller  Brewing  Company 
Real  Estate  and  Construction  Council 
The  Starr  Foundation 

Grand  Leadership 
$100,000$  149,999 

Capiul  Cities/ ABC,  Inc. 
CBS  Inc. 
Chemical  Bank 

cmcoRP/crriBANK 

Consolidated  Edison  Company  of 

New  York,  Inc. 
William  Randolph  Hearst  Foundation 
IBM  Corporation 
J.P.  Morgan  &  Co.,  Incorporated 
New  York  Telephone  Company 
NVNEX  Foundation 
The  New  York  Times  Company 

Foundation,  Inc. 
Paramount  Communications  Inc. 

Distinguished  Leadership 
$75,000-$99,999 

Drexel  Bumham  Lambert  Foundation 
Exxon  Corporation 
Manufacturers  Hanover  Trust 

Leadership 
$50,000-$74,999 

American  Express  Foundation 

AT&T  Foundation 

The  Bankers  Trust  Company  Foundation 

The  Continental  Corporation  Foundation 

Merrill  Lynch  &  Co.,  Inc. 

The  PTiier  Foundation 

Union  Pacific  Foundation 

Pacesetters 
$25,000-$49,999 

Allied-Signal  Inc. 

AmBase  Corporation 

Amr rioan  Home  Products  Corp. 

Bloomingdale^ 

The  B(K  Group,  Inc. 

Leo  Burnett  Company,  Inc. 

The  Coca-Cola  Company 

The  Equitable  Foundation 

The  First  Boston  Foundation  TnisI 

General  Motors  Foundation 

GTF,  Foundation 

Hoechst  Celanese  Corporation 

ITT  Corporation 


Kohlberg  Kravis  Roberts  &  Co. 

Macy*s 

Marsh  &  McLennan  Companies,  Inc. 

McGraw  Hill  Foundation,  Inc. 

Metropolitan  Life  Foundation 

Mitsui  &  Co.  (U.S.A.),  Inc. 

Mobil  Foundation,  Inc. 

Morgan  Stanley  &  Co.,  Incorporated 

Nabisco  Brands,  Inc. 

Peat  Marwick  Main  &  Co. 

The  Prudential  Foundation 

Reliance  Group  Holdings,  Inc. 

Revlon  Foundation,  Inc. 

The  Riese  Organization 

Rockefeller  Group,  Inc. 

The  Salomon  Foundation 

Joseph  E.  Seagram  &  Sons,  Inc. 

Sterling  Drug  Inc. 

Texaco  Inc. 

Time  Warner  Inc. 

Times  Mirror  Company 

Warner  Communications  Inc. 

Xerox  Corporation 

Patrons 
$10,000-$24,999 

Abitibi-Price  Sales  Corporation 

Aetna  Life  &  Casualty  Company 

AGVAR  CHEMICALS  INC. 

American  Cyanamid  Company 

American  Re  Insurance  Company 

Arthur  Andersen  &  Co. 

Atlantic  Richfield  Company 

Avnel,  Inc. 

Backer  SpieKogel  Bates  Worldwide 

The  Bank  of  New  York 

Barclays  Bank 

Block  Drug  Company  Inc. 

Booz  Allen  &  Hamilton  Inc. 

Bunge  Corporation 

Cahill.  Gordon  &  Reindel 

CarterWallace.  Inc. 

Champion  International  Corporation 

The  Chubb  Corporation  Charitable  Trust 

CIBA  GEIGV  Corporation 

Cleary.  Gottlieb,  Steen  &  Hamilton 

Colt  Industries  Inc. 

Commodity  Exchange,  Inc.  (COMEX) 

Coopers  &  Lybrand 

Credit  Suisse 

Deloitte  Haskins  &  Sells 

The  Dun  &  Bradstreet  Corporation 

Ernst  &  Whinne>' 

Fried,  Frank,  Harris,  Shriver  &  Jacobson 

General  Electric  Company 

General  Reinsurance  Corporation 

Goldman,  Sachs  &  Co. 

L.  Jay  Gros.sman,  Jr  Foundation  Inc. 

Guardian  Life  Insurance  Company  of 

America 
Hartz  Mountain  Industries,  Inc. 
The  HofTmann-La  Roche  Foundation 
Richard  H.  Holzer  Memorial  Foundation 
John.son  &  Higgins 
Johnson  &  Johnson 


Kimberly-Clark  Corporation 

Lazard  Freres  &  Co. 

Thomas  J.  Lipton  Foundation,  Inc. 

Lord  Day  &  Lord,  Barrett  Smith 

Marine  Midland  Bank 

McKinsey  &  Company,  Inc. 

The  Merck  Company  Foundation 

Milbank,  Tweed,  Hadley  &  McCloy 

National  Westminster  Bank  USA 

New  York  Life  Foundation 

The  New  York  .Stock  Exchange  Foundation 

Newsweek,  Inc. 

North  American  Philips  Corporation 

Ogihy  &  Mather  Inc. 

Evelyn  Paige,  Inc. 

PaineWebber  Group  Inc. 

J.C.  Penney  Company,  Inc. 

Price  Waterhouse 

Procter  &  Gamble  Fund 

Quantum  Chemical  Corporation 

Rockwell  International 

Rogers  &  WeUs 

Saatchi  &  Saatchi  DPS  Compton,  Inc. 

Saks  Fifth  Avenue 

Schering-Plough  Foundation,  Inc. 

Sears,  Roebuck/Dean  Witter  Reynolds  Inc. 

Martin  E.  Segal  Company 

Simpson  Thacher  &  Bartlett 

Sony  Corporation  of  America  Foundation 

Sulka 

SYMS  Corp. 

J.  Walter  Thompson  Company 

Toshiba  America,  Inc. 

Union  Bank  of  Switzerland 

U.S.  Trust  Company  of  New  York 

Universal  Leaf  Tobacco  Co.,  Inc. 

E.M.  Warburg.  Pincus  &  Co.,  Inc. 

The  Warner  Lambert  Foundation 

Weil,  Gotshal,  &  Manges 

Wells,  Rich.  Greene,  Inc. 

Wertheim  Schroder  &  Co.,  Incorporated 

Wpstinghouse  Broadcasting  Company 

Wien,  Malkin  &  Bettex 


Friends 
$5,000-$9,999 


A.B.D.  Securities  Corporation 

ABN  Bank 

ADP  Foundation 

Amax  Foundation,  Inc. 

American  Electric  Power  Co.,  Inc. 

American  Stock  Exchange,  Inc. 

The  ML.  Annenberg  Foundation 

Amhold  and  S.  Bleichroeder,  Inc. 

NW  .\yer  Incorporated 

Banca  Commerciale  Italiana 

Benenson  Capital  Company 

The  Blackstone  Group  L.P 

Broadcast  Music,  Inc. 

Brown  &  Wood 

Carol  Management  Corporation 

CBS  Records  Inc. 

Chesebrough  Pond!s  Inc. 

Liz  Claiborne  Foundation 

The  Coach  Dairy  Goat  Farm 

Colgate  Palmolive  ( ompany 

The  Cowles  Charitable  Trust 

Cushman  &  Wakefield,  Inc. 

D'Arcy  Masius  Benton  &  Bowles,  Inc. 

Donaldson,  Lufkin  &  Jenrette,  Inc. 

E.  I.  du  Pont  de  Nemours  &  Company 

Eastman  Kodak 


Edison  Parking  Corporation 

The  Fisher  Brothers  Foundation 

Ford  Motor  Company 

General  Mills  Foundation 

Gilman  Paper  Company 

Mark  Goodson 

Grant  Thornton 

Great  Northern  Nekoosa  Corporation 

Grey  Advertising  Inc. 

Grumman  Corporation 

Gruss  &  Co. 

Hallmark  Corporate  Foundation 

Hebnslcy-Spear,  Inc. 

The  Henley  Group,  Inc. 

Hitachi  America,  Ltd. 

Home  Life  Insurance  Company 

The  George  Hyman  Construction  Company 

International  Paper  Company  Foundation 

Florence  and  Robert  Kaufman 

Kidder,  Peabody  &  Co.  Incorporated 

The  Calvin  Klein  Foundation 

The  Lefrak  Organization 

Lehrer  McGovem  Bovis,  Inc. 

The  LesUe  Fay  Companies,  Inc. 

Lever  Brothers  Company  Foundation 

Loews  Corporation 

Lord  &  Taylor 

Lord,  Geller,  Federico,  Einstein,  Inc. 

Lowe  Marschalk,  Inc. 

Harry  Macklowe  Real  Estate  Co. 

MCA/ Universal 

The  Donald  C.  McGraw  Foundation,  Inc. 

Melville  Corporation 

Mercedes-Benz  of  North  America,  Inc. 

William  M.  Mercer-Meidinger-Hansen,  Inc. 

Milliken  &  Company 

Monsanto  Fund 

Belle  and  Murray  Nathan 

Philanthropic  Fund 
Neuberger  &  Berman 
Newmark  and  Company  Real  Estate  Inc. 
Newmont  Mining  Corporation 
Ogden  Corporation 
Park  Summit  Realty  Corp. 
Phelps  Dodge  Corporation 
Polo  Ralph  Lauren  Corporation 
Proskauer  Rose  Goetz  &  Mendelsohn 
Pnidential-Bache  Securities  Inc. 
Redel  Foundation,  Inc. 
Restaurant  Associates  Industries,  Inc. 
Ruane,  Cunniff  &  Co.,  Inc. 
Sara  Lee  Corporation 
Scali,  McCabe,  Sloves,  Inc. 
M.A.  Schapiro  &  Co.,  Inc. 
Shell  Oil  Company  Foundation 
Silverstein  Properties,  Inc. 
Solow  Building  Company 
The  Stilhnan  Group 
Swig,  Weiler  &  Arnow 
Thacher  ProfTitt  &  Wood 
Tune  Equities,  Inc. 
Touche  Ross  &  Company 
UST,  Inc. 

Louis  Vuitton  U.S.A.,  Inc. 
Washington  Street  Cafe  Caterers 
Westvaco  Corporation 
Arthur  Young  &  Company 
Young  &  Rubicam  Inc. 

and  237  contributors 
under  $5000 

Your  company  can  play  a  role  at  Lincoln 
Center  by  joining  tjie  Consolidated 
Corporate  Fund  which  benefits  all  of 
Lincoln  Center's  ten  performing  arts 
companies.  For  information,  call  Mary  Alice 
Sutheriand,  Director,  at  877-1800.  A  copy  of 
the  last  annual  report  may  be  obtained 
upon  request  by  writing  to  N.Y.  State 
department  of  State,  Office  of  Charities 
Registration,  Albany,  N.Y.  11231  or  Lincoln 
Center  f  ■  the  Performing  Arts,  Inc.,  140 
West  65th  street.  New  York,  N.Y  10023. 


V^  Lincoln  Center  for  the  Performing  Arts 

Metropolitan  Opera  ■  New  York  Philharmonic  •  The  Juilliard  School  •  New  York  City  Ballet  •  New  York  City  Opera  •  Film  Society  of  Lincoln  Center  • 
Chamber  Music  Society  of  IJncoln  Center  •  Lincoln  Center  Theater  •  School  of  American  Ballet  •  Lincoln  Center  for  the  Performing  Arts,  Inc. 
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Record  Pre-tax  Profit 
£2.04  billion  -  up  24% 

PRELIMINARY    RESULTS                                         Year  to  December 

£1=$1.61  at  31.12.89  ($1.81  at  31.12.88)                              1988                                            1989                  Change88-89 

GROUP  TURNOVER                £17,653m 

£2 1,636m 

KEM 

PRE-TAX  PROFIT                      £l,641m 

£2,041m 

+24% 

EARNINGS  PER  SHARE               62.81p 

76.75p 

+22% 

DIVIDENDS  PER  SHARE              20.10p 

SO.OOp 

+49% 

•  Financial   Services   profit  rose  by  83   per  cent  to  £807  million, 

after  providing  £25  million  for  1990  storm  damage.  Farmers  more  than 
covered  its  financing  costs. 

•  Tobacco  trading  profit  up  25  per  cent  to  a  record  £945  million. 

Group  cigarette  volumes  increased  by  2.1  per  cent  in  world  markets  which 
rose  by  1.6  per  cent.  Exports  up  16  per  cent. 

•  Continuing  Group  pre-tax  profit  up  by  30  per  cent  to  £1.71  billion, 

greater  than  the  pre-tax  profit  for  the  entire  Group  in  1988. 

•  Demergers  of  Argos  and  Wiggins  Teape  Appleton  are  proceeding  and 
disposals  are  on  schedule  for  completion  by  the  end  of  June  1990. 

BAT  INDUSTRIES 

Full  financial  statements  will  be  deliuered  to  the  Registrar  o(  Companies  and  carry  an  unqualified  audit  report. 
The  full  results  are  being  posted  to  shareholders  and  copies  are  available  from  BATUS  (NY).  1270  Avenue  of  the  Americas.  Nev»  York.  NY  10020                        , 

Capital  Markets 


MONEY  &  INVESTMENTS 


When  voters  cracked  down  on  govern- 
ment spending,  politicians  got  creative 
with  bond  issues.  Buyers  thus  dont  al- 
ways know  what  they  are  getting. 

SHADOW  BONDS 


By  Ben  Weberman 


California  voters  thought  they  were 
cracking  the  whip  on  their  elected 
representatives  when  they  passed 
Proposition  13  in  1978,  which  put 
limits  on  government  borrowing 
and  tax  increases.  What  the  voters 
got  was  mixed:  some  fiscal  disci- 
pline, plus  a  lot  of  creative  financ- 
ing. Now,  instead  of  borrowing 
money  the  old-fashioned  way,  un- 
der the  strength  of  its  taxing  power, 
a  municipality  may  float  various 
kinds  of  "lease  revenue"  and  "tax 
allocation"  bonds.  Investors  who 
buy  these  instruments  are  entering 
a  shadowy  side  of  municipal  fi- 
nance. They  are  often  left  in  the 
dark  about  credit  quality. 

What  does  this  mean  for  the  po- 
tential investor?  It  means  he  or  she 
must  tread  carefully.  It  also  means 
there  are  ppportunities  out  there, 
since,  because  of  the  murky  disclo- 
sure, shadow  bonds  sell  at  premium 
yields.  Otherwise,  buyers  wouldn't 
be  willing  to  take  the  considerable 
risks.  In  other  words,  state  and  local 
agencies  that  resort  to  strange  forms 
of  borrowing  end  up  paying  more 
interest.  To  this  extent,  the  spend- 
ing limits  have  backfired. 

Robert  Froehlich,  a  research  vice 
president  at  Van  Kampen  Merritt  in 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


Lisle,  111.,  cites  numerous  varieties 
of  creative  financing  that  have  aris- 
en in  California. 

One  is  a  Mello-Roos  bond,  named 
after  the  state  legislators  who  creat- 
ed them.  For  example,  Jurupa,  Calif, 
raised  $20  million  outside  of  its 
Proposition  13  ceiling  to  build  roads 
and  sewers.  Mello-Roos  bonds  are 
secured,  not  by  the  usual  ad  valo- 
rem taxes,  but  by  "assessments" 
that  are  related  to  the  value  of  the 
infrastructure  improvements  to 
property  holders.  The  7Vss  of  2019 
trade  at  951/2  to  yield  7.5%  to  matu- 
rity. Like  any  sewer  bond  or  school 
bond,  the  Mello-Roos  bond  is  paid 
off  by  taxpayers  in  an  assessment 
district  that  may  or  may  not  coin- 
cide with  the  geographical  bound- 
aries of  a  tax  district.  Thus,  finan- 
cial data  may  be  scanty  for  buyers  in 
tne  secondary  market. 

A  slight  variation  is  the  Marks- 
Roos  bond,  backed  by  some  existing 
stream  of  revenue.  Contra  Costa 
County  widened  a  highway  by  sell- 
ing debt  backed  by  building  permit 
revenues. 

Another  shadow  bond  is  called 
the  lease  revenue  bond.  Instead  of 
borrowing  $64  million  directly  for  a 
parking  garage  and  expansion  for  its 
community  center,  Anaheim,  Calif, 
created  a  shell  agency  that  sold  A- 
rated  7.5%  bonds  due  2003  and  col- 
lateralized by  the  lease  signed  by 
the  city.  The  city  fathers  thereby 
dodge  a  borrowing  cap,  albeit  at  the 
cost  of  inflated  interest  payments. 
These  bonds  were  recently  trading 
at  102%  to  yield  7%  to  first  call  at 
par  in  1997.  For  the  higher  yield,  the 
revenue  bond  buyer  incurs  some  ad- 
ditional risk.  The  city  has  at  best  a 
strong  obligation  to  appropriate  the 
lease  payments   every   year.   If  it 


wants,  it  can  cancel. 

Note:  In  some  cities  the  lease  rev- 
enue bonds  are  called  "certificates 
of  participation,"  and  have  a  some- 
what more  direct  lien  on  the  fi- 
nanced property.  There  is  no  gov- 
ernmental body  between  the  lessor 
and  the  bondholder.  But  the  risk  is 
the  same:  The  government  can  stop 
appropriating  lease  payments,  and 
the  bondholders  are  left  to  twist 
slowly  in  the  breeze.  Los  Angeles 
County  has  a  certificate  of  partici- 
pation issue  out  with  some  weak 
collateral  like  this.  The  bonds  fi- 
nanced a  heat  and  refrigeration  unit 
for  the  Los  Angeles  Civic  Center. 
The  7.7%  bonds,  due  2002,  current- 
ly trade  for  about  25  basis  points 
more  than  what  a  general  obligation 
issue  would  be  trading  at.  If  the 
county  backs  out,  you  have  the 
right  to  repossess  the  heating  ducts. 
Bonne  chance. 

One  more  shadow  bond  category 
is  that  of  "tax  allocation"  issues. 
These  bonds  finance  infrastructure 
in  developing  areas.  Repayment 
comes  from  the  incremental  proper- 
ty tax  collections  generated  by  the 
development.  The  City  of  Industry, 
a  big  industrial  park  situated  on  the 
outskirts  of  Los  Angeles,  has  built 
its  roads  and  sewers  by  such  tax 
allocation  issues.  The  7%s  of  2015 
trade  at  par,  25  basis  points  higher 
than  an  insured  obligation. 

Lease  debt  has  spread  across  the 
country  to  more  than  a  dozen  states, 
totaling  $3.4  billion  outstanding. 
New  York  State  loves  leasing.  Ex- 
ample: New  York  State  Dormitory 
Authority,  State  University  Educa- 
tional Facility,  series  1990 A.  The 
7.2s  of  May  1999  trade  at  99.66  to 
yield  7.25  to  maturity.  This  is  25 
basis  points  higher  in  return  than 
the  state  7%  general  obligations  due 
February  1999,  trading  at  par  to 
yield  the  coupon.  Risk?  The  state 
has  a  good  record  in  meeting  lease 
obligations. 

But  beware  the  aftereffects  of 
Standard  &.  Poor's  recent  downgrad- 
ing of  New  York  credits  as  a  conse- 
quence of  liberal  governor  Mario 
Cuomo's  horrendous  budget  deficit. 
Formerly  AA-minus,  the  state's 
general  obligation  debt  is  now  sin- 
gle-A.  And  the  rating  on  a  lease 
credit  like  the  Dormitory  Authority 
is  usually  below  that  on  the  general 
obligation  bonds. 

Approach  these  shadow  bonds 
with  care.  Be  skeptical  if  a  broker 
pushes  them  on  you  on  the  simple 
basis  of  their  stronger  yields.  ■ 
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MONEY  &  INVESTMENTS 


A  major  speculative  bubble  is  bursting 
now  in  foreign  equities.  In  the  1990s 
the  money  will  be  coming  home. 

AMERICA'S  DECADE 


By  Kenneth  L.  Fisher 


Today  individuals  hardly  count  in 
the  stock  market.  The  bucks,  buy  or 
sell,  are  institutional — and  are 
mainly  from  a  clique  of  the  1,000 
largest  pension  plans;  they  total 
about  $1.9  trillion.  Scarier,  the  top 
200  have  about  $1.4  trillion.  To 
know  today's  market  you  must 
know  how  these  few  Goliaths  work. 

The  top  200  themselves  are  of 
four  types:  the  very  biggest  corpo- 
rate, union  and  state  pension  plans, 
and  a  few  huge  churches.  The  small- 
est plan  among  the  top  200  has 
$1.6  billion  in  assets.  There  are  35 
with  more  than  $10  billion  each. 
Most  have  trouble  figuring  out  what 
to  do  with  all  their  money.  They 
don't  think,  "Is  gm  a  good  stock?" 
They  think  in  asset  classes:  stocks 
versus  bonds  versus  cash  versus  real 
estate.  Then  they  think  "subsets." 

In  equities  they  usually  think 
"core"  versus  "aggressive."  Core 
means  big-cap  stocks  often 
"passively"  selected  via  mdexation 
to  clone  the  s&ip  500.  Aggressive 
means  everything  else,  including 
the  "micro-sets"  of  small-cap 
stocks,  foreign  stocks  and  venture 
capital.  Within  aggressive  they  fig- 
ure where  to  place  bets  and  then 

Kenneth  L  Fisher  is  a  Woodside,  Calif-based 
money  manager.  He  has  written  two  books: 
The  Wall  Street  Waltz  and  Super  Stocks. 


mostly  hire  specialty  investment 
managers  for  selection  and  timing. 

Every  year  these  pension  funds 
get  more  cash  flow  from  their  work 
force  and  have  to  put  it  somewhere. 
If  a  consensus  forms  on  the  best 
place  to  invest,  a  disproportionate 
amount  of  their  collective  cash  flow 
goes  to  one  micro-set,  making 
prices  there  surge.  Perversely,  other 
competitive  micro-sets  get  starved. 
Dam  few  funds  bought  foreign 
stocks  ten  years  ago.  Now  it's  the 
rave  hot  item.  Aggressive  equity 
cash  flow  has  fed  foreign  stocks  and 
pushed  them  up,  while  starving 
smaller-cap  American  stocks,  so 
last  year  they  were  basically  flat, 
while  the  s&ip  500  was  up  31%. 

By  itself  California  spent  $3  bil- 
lion on  foreign  stocks  last  year.  This 
mania  for  anything  foreign  is  just 
that — manic.  First,  note  that  these 
guys  didn't  get  in  early  on  foreign 
stocks.  Stocks  almost  everywhere 
overseas  have  left  America  in  the 
dust  in  the  1980s  superbull  market. 
Our  Goliaths  jumped  on  the  band- 
wagon late,  chasing  prices — usually 
in  the  hottest  markets,  most  heavi- 
ly in  Japan.  They  didn't  place  their 
bets  before  the  foreign  markets 
surged.  They  bought  late  in  the 
game,  and  their  very  buying  has 
formed  a  top  in  foreign  stocks. 

Note  that,  as  always,  you  can  see 
the  mirror  image  of  this  speculation 
in  the  mutual  fund  world.  Single- 
country  closed-end  funds  now  sell 
at  tremendous  premiums  to  their 
underlying  stock  holdings. 

With  every  mania  comes  intellec- 
tual rationalization.  In  this  case  it  is 
the  notion  of  a  low  correlation  be- 
tween stock  price  movements  in 
differing  countries.  Most  pension 
plan  giants  believe  they  are  reduc- 


ing risk  within  their  aggressive  as- 
set subset  by  diversifying  globally. 

Yes,  most  of  the  time  the  correla- 
tion between  differing  foreign  mar- 
kets is  low.  Prices  may  be  rising  in 
one  place  and  falling  elsewhere. 
But,  as  I  documented  in  my  second 
book,  the  link  is  quite  high  between 
major  foreign  markets  at  the  most 
critical  time,  that  is,  at  major  cycli- 
cal peaks  and  troughs.  You  couldn't 
avoid  1929's  peak  by  buying  British 
or  French  or  German  stocks. 

But,  as  history  shows,  neither 
common  sense  nor  history  will  stop 
the  truly  sophisticated  when  they 
get  carried  away  with  a  fad.  If  that 
were  not  so,  the  smart  money 
would  already  be  pulling  away  from 
overseas  stocks.  In  the  last  two 
years  interest  rates  have  been  sky- 
rocketing overseas,  rising  almost 
daily,  and  yield  curves  have  invert- 
ed. But  the  big  guys  just  blink  and 
buy.  Few  anywhere  seem  to  notice 
or  pay  heed.  I  am  very  proud  to  say 
my  Sept.  18,  1989  colunm  was  the 
first  time  you  could  find  in  the  U.S. 
print  media  any  major  mention  of 
this  foreign  monetary  phenomena. 
Foreign  central  banks  are  feverishly 
applying  the  old-time  religion  to 
fight  their  fear  of  future  inflation. 
As  the  noose  tightens,  our  biggest 
funds  will  get  hung  on  their  foreign 
buying  and  finally  panic. 

The  history  of  headlines  clearly 
shows  that  any  consensus  ends  up 
being  wrong.  Headlines  as  1989 
ended  said  that  just  as  the  1980s 
was  the  decade  of  Japan,  the  1990s 
will  be  Europe's  decade.  So  I  bet  not. 
A  major  theme  I  will  harp  on  in 
columns  this  year  is  that  the  1990s 
will  again  be  America's  era.  While  I 
have  predicted  since  September  a 
declinmg  stock  market  and  a  mild 
recession,  I  have  also  envisioned 
more  brutal  batterings  overseas.  I 
predict  the  big  boys  will  be  burned 
by  foreign  equities  for  years. 

And  then  smaller  American 
stocks  truly  can  shine  relative  to 
other  asset  classes — for  the  first 
time  since  1983.  As  the  next  bull 
market  begins  and  the  giant  asset 
allocators  look  within  their  aggres- 
sive allocation,  they  will  divert  cash 
flow  away  from  foreign  to  other  mi- 
cro-sets. U.S.  smaller-cap  stocks  arc 
the  logical  next  wiggle  for  the  big 
investors.  Buying  strong  but  smaller 
American  firms  that  their  managers 
can  really  know,  visit  and  under- 
stand will  seem  safe.  My  advice:  In 
the  1990s  buy  good  small-caps  and 
mid-caps — made  in  the  U.S.A.  ■ 
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A  Sophisticated  Guide  for 
Today's  Volatile  Market 

The  FORBES  Money  Guide  offers 
advice  on  how  to  protect  income 
and  investments  from  inflation,  the 
tax  collector  and  the  over  eager 
broker.  There  are  suggestions  for 
people  who  manage  their  own 
portfolios  and  for  people  who 
want  someone  else  to  do  it  for 
them.  Millions  of  investors  rely  on 
this  issue  for  year-long  guidance. 

What  This  Issue  Offers 

Responding  to  the  needs  and  in- 
terests of  our  readers,  FORBES 
continues  to  expand  its  business 
and  financial  reporting.  One  area 
that  concerns  them  most  is  mak- 
ing money  and  this  special  issue 
helps  them  do  just  that.  Among  its 
features  are: 

D  Profiles  of  great  money  man- 
agers. 
D  A  review  of  mutual  funds  -  the 
advantages  and  disadvantages. 
D  Money  managers'  ratings.  Who's 
the  best?  How  do  you  pick  one? 
D  Tax  angles  for  investors. 


The  FORBES 
Money  Guide 

D  Strategies  on  dealing  in  options, 
index  futures,  short-selling,  etc. 
D  Insights  on  commodities. 
D  A  review  of  all  aspects  of  com- 
"  puterized  investing. 
D  Tips  on  foreign  investing. 

Give  Your  Ad  Long-Term 
Visibility 

The  Money  Guide  receives  bonus 
circulation  and  high-profile  pub- 
licity. For  this  reason,  advertisers 
can  be  assured  extensive,  long- 
term  exposure  and  repeat  impres- 
sions from  readers  who  will  refer 
to  the  issue  all  year  long. 

Cable  Coverage 

"Special  Editions,"  a  program  on 
Financial  News  Network  (FNN), 
promotes  FORBES  Money  Guide 
to  32  million  viewers  nationwide. 
That's  enormous,  free  exposure 
for  advertisers. 


Reach  America's  Savvy 
Investors 

Your  advertising  message  will 
reach  735,000  subscribers  who 
represent  one  of  the  most  power- 
ful investor  markets  in  America. 
D  Average  house  income:  $  162,000. 
D  Average  value  of  investment 

portfoUo:  $899,000. 
D  88%  own  stock,  worth  an  aver- 
age value  of  $737,000. 
D  5 1  %  offer  investment  advice  to 
others,  including  corporations, 
estates,  pensions  funds,  trusts 
and  institutions. 

Source:  Don  Bowdren  Associates,  1987. 

The  1990  FORBES  Money  Guide  - 
ideal  for  your  advertising  message 
because  investors  rely  on  it  for 
critical  decision-making.  Reserve 
space  today. 
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MONEY  &  INVESTMENTS 


Brokerage  houses' favorite  stocks  tend  to 
lag  the  market.  Is  that  also  true  of  stocks 
favored  by  the  investment  newsletters? 

MAKING 
POPULARITT  PAT 


By  Hark  Holbert 


Popularity  is  not  a  virtue,  the  con- 
trarians tell  us.  To  be  really  success- 
ful we  must  resist  the  temptation  to 
follow  the  crowd.  But  are  all  forms 
of  popularity  equally  tainted?  Do 
lots  of  "buy"  recommendations 
from  brokerage  firms,  for  example, 
have  the  same  significance  as  mul- 
tiple purchase  recommendations 
from  investment  newsletters? 

My  answer:  No.  It  turns  out  that 
there  are  crucial  differences  be- 
tween these  kinds  of  popularity. 

You  definitely  have  reason  to 
think  twice  before  buying  a  stock 
that  is  being  recommended  by  a 
large  number  of  brokerage  firms. 
Such  stocks  rarely  are  star  perform- 
ers because  they  already  have  been 
bid  up  in  price  by  the  buying  of 
these  firms'  clients  and  thus  already 
are  overvalued  relative  to  the  rest  of 
the  market,  hideed,  several  academ- 
ic studies  have  found  that  on  aver- 
age any  stock  that  is  followed  by  a 
brokerage  research  department  or 
owned  by  any  institution  does  less 
well  than  a  stock  that  has  no  such 
following  or  ownership.  So  much 
for  being  popular  with  brokers. 

But  does  the  same  hold  true  for 


Mark  Hulbert  is  editor  of  the  Alexandria, 
Va.-based  Hulben  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Probus  Publishing). 


the  stocks  that  are  most  popular 
among  investment  newsletters? 
Here  the  answer  is  more  complicat- 
ed. My  Hulbert  Financial  Digest  in- 
vestment letter  monitoring  service 
first  examined  the  phenomenon 
several  years  ago.  Here  is  what  we 
found  then: 

Just  as  with  brokerage  firms,  the 
stocks  that  were  recommended  by  a 
large  number  of  letters  lagged  the 
market  by  a  wide  margin.  But  here  a 
new  pattern  emerged:  We  discov- 
ered that  stocks  recommended  by 
just  two  or  three  letters  were  doing 
better  than  the  market.  Some  popu- 
larity among  newsletters  wasn't 
such  a  bad  thing,  in  other  words — 
but  not  too  much. 

Upon  updating  this  study  to  cover 
the  last  two  years,  however,  I  dis- 
covered that  this  particular  wrinkle 
appears  to  have  been  ironed  out.  As 
before,  a  portfolio  of  stocks  enjoying 
the  greatest  popularity  lagged  the 
market  by  a  large  margin.  But  in 
contrast  to  the  earlier  pattern,  so  did 
a  portfolio  of  stocks  recommended 
by  only  a  handful  of  newsletters. 

My  suspected  culprit:  the  very  pe- 
culiar market  conditions  that  have 
prevailed  since  the  crash  of  1987. 
The  secondary  sector  in  particular 
has  been  in  turmoil.  This  has  played 
havoc  with  many  long-established 
patterns — such  as  the  well-known 
exceptions  or  anomalies  to  the  effi- 
cient market  hypothesis  (see  my  Apr. 
2  column).  And  it  has  been  hard  on 
investment  letters,  since  they  tend 
to  specialize  in  secondary  stocks. 

But  this  does  not  mean  that  popu- 
larity has  the  same  significance,  af- 
ter all,  among  both  brokers  and 
newsletters.  In  fact,  my  ////;  study 
found  that  the  most  popular  news- 
letter stocks  still  are  better  bets 


than  the  most  popular  stocks 
among  brokers.  It  turns  out  that  the 
reason  the  hfd's  hypothetical  port- 
folio of  popular  newsletter  stocks 
lagged  the  market  wasn't  poor  per- 
formance but  transaction  costs.  As- 
suming no  transaction  costs,  the 
portfolio  actually  would  have 
equaled  the  s&p  500's  43.6%  gain 
over  the  25  months  through  January 
1990,  in  contrast  to  a  return  of  just 
20.2%  when  a  2%  round-trip  com- 
mission was  charged.  Transaction 
costs  ate  up  so  much  of  this  portfo- 
lio's value  because  the  list  of  most 
popular  stocks  among  newsletters 
changed  quite  frequently. 

This  makes  a  difference  in  how 
you  should  view  a  stock's  populari- 
ty. If  it's  popular  with  brokerage 
firms,  worry.  But  investment  letter 
popularity  is  not  (neccessarily)  the 
kiss  of  death.  It's  not  that  these 
stocks  themselves  should  be  avoid- 
ed, but  rather  the  transaction  costs 
involved  in  too  frequently  reorient- 
ing your  portfolio  to  the  latest 
newsletter  fashions. 

Is  there  any  way  for  investors  to 
exploit  the  phenomenon  of  news- 
letter popularity?  For  several 
months  now  my  hfd  has  been  ex- 
perimenting with  a  different  kind 
of  popularity.  Instead  of  looking  at 
those  stocks  recommended  by  the 
largest  number  of  newsletters, 
without  regard  to  those  newslet- 
ters' performance,  my  Hhn  has  been 
reporting  on  which  stocks  are  rec- 
ommended by  two  or  more  of  those 
newsletters  that  have  beaten  the 
s&p  500  over  a  several-year  period. 
Since  the  list  of  longer-term  market 
beaters  doesn't  change  very  often, 
and  because  the  stocks  such  ser- 
vices are  recommending  don't 
change  by  much  or  often  either, 
this  list  is  relatively  stable. 

Currently  there  are  seven  stocks 
on  the  list  of  those  recommended  by 
two  or  more  newsletters  that  have 
beaten  the  s&p  500's  total  return 
over  the  past  36  months. 

In  addition  to  two  insurance  com- 
panies, American  International  Clroup 
and  ,SV.  Paul  Cos  (o-t-c),  on  this  list 
arc  Hoeing  (commercial  aircraft), 
Loctite  (adhesives  and  sealants),  mci 
Communications  (o-t-c,  telecom- 
munications), McCormick  (o-t-c,  sea- 
sonings and  flavorings)  and  Moore 
Ltd.  (business  forms). 

Assuming  the  newsletters  recom- 
mending these  stocks  continue 
their  winning  ways,  these  stocks 
should  be  a  good  way  of  making 
limited  popularity  pay.  ■ 
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MONEY  &  INVESTMENTS 


By  A.  Gary  ShiUing 


Can  the  Japanese  stock  market  selloff 
spread  to  the  U.S.?  Indeed  it  can. 

NIKKEI 
NERVOUSNESS 


and,  if  it  has  the  average  market  p/e 
of  45,  its  market  capitalization  rises 
by  45  million  yen.  Wow,  what  lever- 
age! But  now,  instead  of  rising,  the 
stocks  are  falling,  and  with  Mar.  31 
fiscal  years,  the  soon-to-be-reported 
earnings  for  many  Japanese  compa- 
nies will  be  interesting  reading. 

Many  argue  that  Japanese  stocks 
can't  fall  much  further  since  Japan 
Inc.  won't  let  them.  Sure,  as  they 
did  after  the  1987  crash  and  earlier, 
government  officials  have  done  ev- 
erything to  shore  up  equities — cut 
margin  requirements  twice,  bought 
government  bonds  repeatedly  to 
limit  the  interest  rate  damage,  re- 
stricted arbitrage  trading,  encour- 
aged brokerage  houses  to  promote 
stocks  and  suspend  new  equity  is- 
sues. But  assured  of  that  support, 
speculators  earlier  drove  stocks  to  a 
still  higher  perch  from  which  to 
take  that  half-mile  dive  into  a  wet 
sponge.  Rational  expectations. 

Collapsing  stocks  may  also  antic- 
ipate a  period  of  pause  and  transi- 
tion following  Japan's  decade  of  ex- 
ploding global  financial  strength. 
That  nation  gained  much  of  its 
worldwide  financial  clout  by  push- 
ing exports,  limiting  imports  and 
then  buying  U.S.  bonds.  Rockefeller 
Center  and  other  foreign  assets  with 
the  difference.  But  now  the  U.S.  will 
impose  significant  protectionism 
unless  Japan  can  open  its  economy 
and  change  its  business  customs 
faster  than  seems  possible.  Mean- 
while, Europe  is  busily  heightening 
its  walls  against  Far  Eastern  goods. 

As  Japan's  export  growth  slows, 
its  imports  may  accelerate  as  the 
Japanese  demand  a  better  life, 
which  will  make  way  for  more  for- 
eign-produced goods.  Low  borrow- 
ing costs,  the  result  of  the  legendary 


Japan's  Nikkei  225  stock  average  is 
down  almost  20%  this  year.  But  it 
tripled  in  the  previous  three  years, 
so  isn't  this  just  a  normal  correc- 
tion? Not  likely.  Should  investors 
who  hold  only  U.S.  stocks,  bonds 
and  real  estate  worry?  You  bet. 

Japanese  stocks  are  being  deci- 
mated by  rising  interest  rates  as  the 
Bank  of  Japan  fights  the  inflationary 
effects  of  rapid  money  supply 
growth  and  the  weak  yen.  In  addi- 
tion, the  central  bank  has  stated 
clearly  that  it  wants  to  curb  the 
rapid  rises  in  real  estate  and  stocks 
since  1986  that  were  fueled  by  low 
borrowing  costs,  as  well  as  heavy 
borrowing  on  stocks  to  finance  real 
estate  and  vice  versa.  Stockholders 
also  worry  that  business  softness  in 
the  U.S.,  Japan's  biggest  customer, 
and  global  rises  in  interest  rates  will 
touch  off  S  worldwide  recession. 

Then  there's  zaitekku,  the  wide- 
spread practice  of  owning  other 
corporations'  stock  and  carrying  the 
gains  or  losses  to  the  bottom  line.  If 
the  stocks  held  by  a  company  rise 
by  1  million  yen,  the  company  re- 
ports a  profit  gain  of  1  million  yen 

A  Gary  billing  is  president  of  A  Gary  Shil- 
ling &  Co.,  economic  consultants  and  asset 
managers.  His  firm  publishes  Insight,  a 
monthly  newsletter  covering  the  business 
outlook  and  irwestment  strategy. 


Japanese  zeal  for  saving,  have  fueled 
national  strength,  but  the  days  of 
cheap  money  may  be  over  as  Japa- 
nese spend  more  of  their  income 
and  as  their  savings  are  diverted  to 
improve  the  infrastructure  and  the 
environment. 

The  Japanese  are  very  resourceful, 
but  when  a  structurally  impaired, 
highly  speculative  stock  market  is 
joined  with  some  tough  fundamen- 
tal problems,  a  lot  more  stock  mar- 
ket weakness  is  likely.  So  far,  Ja- 
pan's loss  is  America's  gain,  or  at 
least  U.S.  stock  and  bond  markets 
seem  to  be  benefiting  at  times  from 
Japanese  investors  seeking  greener 
pastures  here.  But  if  the  collapse  in 
Tokyo  continues  and  raises  nation- 
al alarm,  the  opposite  may  occur. 

The  Japanese  are  very  proud  of  the 
biggest  stock  market  in  the  world — 
a  sign  of  their  international  finan- 
cial strength.  So,  they  may  decide  to 
support  their  market  at  all  costs 
even  if  it  means  dumping  their  large 
holdings  of  foreign  stocks,  bonds 
and  real  estate.  U.S.  stocks  would  be 
hit  hard,  especially  the  big-name  eq- 
uities that  Japanese  investors  love, 
adding  fuel  to  the  bear  market  that 
started  last  Oct.  13.  Unloading  by 
Japanese  owners  would  be  a  final 
blow  to  already  weak  U.S.  commer- 
cial realty  markets.  In  many  Ameri- 
can cities,  they  have  been  virtually 
the  only  recent  buyers. 

How  do  you  protect  yourself  and 
make  money  in  this  jungle?  First,  be 
cautious  in  running  any  business 
that  can  be  hurt  in  a  recession.  Sec- 
ond, be  even  more  cautious  with 
your  stock  portfolio:  Sell  into  this 
current  bear  market  rally,  and  hold 
cash.  And,  as  I  first  recommended  in 
my  Sept.  18,  1989  column,  get  out 
of  any  Japanese  stocks  you  still 
own.  Finally,  gradually  buy  Trea- 
sury s  and  top-grade  municipals. 
They  may  be  dumped  initially  by 
Japanese  investors  trying  to  support 
Tokyo  stocks.  But  they  will  rally 
later  when  recessions  in  the  U.S. 
and  Japan  spread  global' y,  and  chase 
international  money  to  the  usual 
safe  havens  of  the  dollar  and  Trea- 
sury s.  You  might  also  want  to  own 
Nikkei  puts.  Of  the  several  traded 
on  the  AMEX,  we  prefer  those  issued 
by  Bankers  Trust. 

Above  all,  keep  your  eyes  on  Ja- 
pan. The  U.S.  may  be  the  ultimate 
winner  from  the  collapse  in  its 
stocks,  but  meanwhile  don't  forget 
that  we  depend  on  foreigners  to 
fund  our  twin  deficits  and  that  they 
control  our  financial  markets.  ■ 
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Market  Trends 


MONEY  &  INVESTMENTS 


An  institutionally  dominated  stock  mar- 
ket is  boring.  How  do  you  play  boredom? 


IT'S  SOMEONE 
ELSE'S  MONET 


By  Frederick  E.  Rofne  Jr. 


Bob  Wilson,  the  famous  and  now 
retired  hedge  fund  operator,  once 
commented  to  me:  "In  this  busi- 
ness, 20%  of  the  time  you  feel  om- 
nipotent, 60%  of  the  time  you  feel 
frustrated,  and  20%  of  the  time  you 
feel  merely  despondent."  For  inde- 
pendent investors  the  periods  of 
frustration  are  growing.  Why  is  any- 
body's guess,  but  I  have  a  theory. 

The  analogy  between  the  stock 
market  and  poker  has  always  been 
irresistible.  Interestingly,  the  stock 
market  increasingly  resembles  a 
low-stakes,  recreational  game 
among  friends  and  less  the  sort  of 
"there  goes  the  ranch"  game  fa- 
vored by  cutthroat  professionals. 
Recreational  poker  is  frustrating 
but  ultimately  profitable  to  the  seri- 
ous player.  Recreational  players 
come  to  play.  They  play  every  hand. 
They  make  long-odds  bets.  They  are 
hard  to  read  because  fear  of  losing 
money  is  not  a  factor  in  the  game. 
They  can't  be  bluffed. 

The  serious  player  is  a  different 
animal,  playing  the  odds,  maximiz- 
ing winnings  on  pat  hands,  and  fig- 
uring that  in  the  long  run  his  superi- 
or abilities  will  prevail. 

The  stock  market  is  dominated 

Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners,  a 
hedge  fund. 


by  institutional  equity  fund  manag- 
ers who  are  paid  to  own  stocks.  The 
decision  to  own  stocks  already  has 
been  made  by  an  asset  allocation 
committee  or  by  the  individuals 
who  bought  the  mutual  fimd.  Like 
the  recreational  poker  player,  equi- 
ty fund  managers  are  there  to  play. 
It  is  not  their  money  and  they  are  far 
less  worried  about  losing  money 
than  underperforming  the  market. 

Put  it  this  way:  Individuals  in  the 
"business  of  investing"  want  to 
make  money;  professionals  in  the 
"investment  business"  want  to  out- 
perform their  peers.  It's  a  different 
kind  of  game.  If  the  market  is  down 
20%  and  the  equity  professional  is 
down  15%,  he  or  she  is  ecstatic.  If 
the  market  is  up  20%  and  the  equity 
professional  is  up  15%,  he  or  she  is 
despondent.  The  growing  dichoto- 
my of  purpose  between  the  owners 
of  the  money  and  the  people  manag- 
ing the  money  is  little  understood. 

When  individuals  played  a  bigger 
role  in  the  stock  market,  those  great 
allies  of  the  serious  independent — 
fear  and  greed — came  more  fre- 
quently into  play.  Every  couple  of 
years  there  would  be  compelling 
bargains  or  shorting  opportunities. 

The  market  favored  by  institu- 
tions— the  s&p  500 — is  expensive 
by  historical  standards.  But  the  in- 
stitutions aren't  selling — as  individ- 
uals might  have  done — because 
they  have  to  be  invested,  and  where 
else  can  they  put  all  that  money? 
The  current  rages  among  equity 
managers  are  various  offshoots  of 
indexing — sector  earnings  momen- 
tum, relative  strength,  etc.  When 
hybrid  forms  of  indexing  fail,  there 
•'.'ill  be  a  new  rage.  But  here  is  the 
pomt.  Ihese  people  are  going  to 
play  as  long  as  they  have  money. 


Individuals  typically  favor  small- 
capitalization  companies,  which 
have  greatly  outperformed  big-capi- 
taUzation  companies  over  the  long 
term.  The  individual  investor  has 
been  withdrawing  from  the  market 
for  years,  and  small-capitalization 
stocks  have  lagged  big  caps  since 
1983.  Little  companies  in  general 
are  cheap  relative  to  big  companies, 
which  is  not  to  say  that  the  small- 
cap  landscape  is  littered  with  irre- 
sistible bargains. 

In  short,  neither  euphoria  nor  des- 
pondency reigns,  but  boredom. 
Short-selling  has  attracted  a  great 
deal  of  capital  at  the  same  time  the 
number  of  opportunities  has  dimin- 
ished. But  most  of  the  hypes  and 
frauds  have  been  sniffed  out  and 
most  of  the  debt  bombs  (Campeau, 
Southmark,  etc.)  have  exploded. 

At  some  point  we  will  have  a  real 
bear  market  that  lasts  longer  than  a 
few  hours.  When?  Well,  the  recre- 
ational poker  player  stops  playing 
when  his  or  her  spouse  says,  "Hon- 
ey, you  should  spend  more  time 
with  the  children."  The  stock  mar- 
ket equivalent  will  come  only  when 
the  people  to  whom  the  money  be- 
longs ask  the  professionals  for  their 
money  back — by  redeeming  their 
shares  or  yanking  away  the  pension 
fund  money.  If  that  happens  we  will 
have  a  real  bear  market.  I  don't 
know  if  or  when  that  will  happen. 

In  the  meantime,  there  is  a  value 
disparity  between  the  big  ones  and 
the  little  ones.  Here  is  the  sort  of 
idea  that  I,  as  a  hedge  fund  manager, 
am  toying  with.  Kellogg  (60)  is  a 
great  company.  It  sells  at  a  premium 
multiple  to  the  market.  Its  revenues 
in  the  fourth  quarter  were  flat  and 
its  earnings  were  down.  Competi- 
tion in  the  breakfast  cereal  market 
is  growing  at  the  same  time  con- 
sumers are  resisting  price  increases. 
I  would  consider  using  Kellogg  as  a 
hedge  (shorting  it)  against  less  ac- 
tive small-cap  names. 

As  an  example,  Hogan  Systems  (4) 
provides  and  services  software  for 
banks.  It  has  no  long-term  debt, 
more  than  $2  per  share  in  cash  and 
earned  40  cents  for  the  latest  12 
months.  If  Hogan  manages  to  do 
only  a  few  things  right,  the  current 
$4  price  will  seem  like  a  bargain. 
There  are  hundreds  of  small-cap 
companies  that  lack  "institutional 
liquidity."  Very  few  people  arc  do- 
ing serious  work  in  these  names.  Do 
a  little  work  and  I  suspect  that  you 
will  be  well  rewarded.  Even  in  a 
boring,  frustrating  market.  ■ 
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his  week  Forbes  gives  you 
the  best  reason  in  the  world 
to  watch  Financial  News  Network. 


Did  you  ever  wonder  why  some 
companies  succeed  and  some  fail?  FNN's 
special  edition  of  "Forbes  Focus"  takes 
you  inside  the  American  companies 
that  have  the  size,  the  power  and  the 
financial  strength  to  compete  in  the 
global  marketplace. 

We'll  interview  some  of  the  country's 
most  powerful  CEOs  as  they  share  their 
incisive  tactics. 

Plus  Forbes'  editors  will  provide 
penetrating  analysis  of  their  sales,  assets, 
profits— and  their  real  market  value. 

And  they'll  round  things  out  w^ith  a 
discussion  of  the  year's  major  business 
trends,  mergers,  and  acquisitions. 

Co-produced  by  FNN  and  Forbes 
magazine,  it's  blue  chip  programming 
you  can't  afford  to  miss. 

Only  on  cable. 

Monday,  Apnl  16,  1990     10:30  PM  (ET) 
Thursday,  April  19,  1990     6:30  PM  (ET) 
Friday  April  20,  1990    8:00  AM  (ET) 
Saturday  April  21,  1990     12:30  PM  (ET) 
Sunday  Apnl  22,  1990     11:00  AM  (ET) 


Sponsored  by: 


Canon 


FalconJet 

Teterboro.  New  Jersey  07608 


<««r?FMANCtAl  NCMSNf  IWCHK 


Financial  News  Network 
IT  PAYS  TO  watch; 


Forbes  Market/ 
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WINE  CELLARS 


THE  WINE  CELLAKliPERMARKET 


Lowest  Prices  on  Name  Brands 

MODEL  BOTTLES       LIST  SALE 


COMPACT 
SOMMELltR  3- Temp 
fliiOCAVE 
bi;ROCAVE  3-Temp 
bUROCAVE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 


40 
60 
140 
210 
250 
325 
480 
700 
%0 
1400 


Xli'lt^ 
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FREE  Catalog  or  Consultation: 

ri:x:r.  the  wine  ('S.)ENThusiast^ 

jOCfil/s'Boff/.'  -kmrnnRUmSt.,  Btn  W\      )  ^        rii-JMnlMlk-,  NY  1(1570 


S44900 

S6  99.00 

S995.no 

S)295.00 

$1195.00 

S1495.00 

SI  595.00 

S1995.0O 

S2895.00 

S3695.00 


800-356-8466 


RNANCIAL  SERVICES 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including  some  very 
famous  names  - 
which  I  believe  could 
"take  a  bath."  I'll  rush  i^adtim  7uucir 
you  the  Performance  ^^'^'^^'^^^^'^ 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  is  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext.  9064. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  reports  euid  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarauitee. 

SrCall  Toil-Free 
1-800-633-2252 

(Ext.  26H6-Dept.416M16) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


LEGAL  Insider  Trading! 

Follow    the    smartest    investors. 

Each    week    we    bring    you    the 

trades,   the    INSIDE      story,   the 

knowledge   you   need   to   profit. 

Call   or  write   for   FREE    sample! 

Ttie  Insiders'  Ctironicle 

PO  Box  272977,  Bora  Raton,  FL  33427 

(407)  394-3404 


BUSINESS  OPPORTUNITIES 


QEI  I  VnilD  Brokers/Owners-list 
OCLL  TUUn  in  Japanese  MLS- 
DDUDCDTV  'yP^  service  Reach 
I   nUrCni   I    1000s of Brokers/ln- 

ml  A  PA  M  vestors/Corporations 
JMl  Mil  in  Japan.  Free  trans- 
lation/typesetting Also  display  ads,  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
shows  NO  COMMISSION 

Hori  61  Bunker  1-800USA-2111 


REPOSSESSED  VA  &  HUD  HOMES 

available  Irom  government  from  $1  without  credit 
check.  You  repair.  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  for  repo  list  your  area 


SEIZED  CARS — Porsche.  Ferrari.  Vette. 
etc  Trucks,  boats.  4-wheelers,  TV's,  stereos, 
furniture  by  Drug  Enforcement  Agency  FBI.  IRS. 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


AOX RCFCRRAL  NETWORK 


Properly  —  Products  —  Services 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations, 
'churarr     Call/Write  for  FREE  KIT: 


siry 


P,0.  Box  484-FB 
Wilmington,  DE  19899 

800-321-CORP- 302-652-6532 


RECOVER  INVESTMENT  LOSSES! 

Use  your  PC  to  track  insider  stock  trading 
rackets,  probate  &  family  court  corruption, 
criminal  enterprise,  etc.  Start  a  BBS  to  publi- 
cize local  cases  and  win  class  action  suits. 
TURNKEY  BUSINESS  PACKAGE  -  $1 995 

COMti/ION  UW  NETWORK,  21^592-8018 

Fax;  928-1695;  Richard  R  Thompson.  215-925  8942 

336  Fitzwater  Phila.,  PA  19147 


BUSINESS  SOFTWARE 


BUSINESS  SOFTWARE 


Four  billion  new  ways 
to  manage  your  business 

Your  contacts  arc  your  business.  When  you  manage  them  efficiently  with 
regular  correspondence,  light  follow-up  and  fast  response  time,  your  busi- 
ness will  profit  and  grow  rapidly.  The  Maximizer  is  InfoWorld's  "Best-In- 
Class"  contact  management  software.  Using  the  blazing  speed  of  No\eirs 
Btrieve',  it  controls  your  phone  calls,  appointments,  mailouts  and  personal 
records.  With  over  four  billion  defmable  categories.  The  Maximizer  allows  you 
to  classify  and  sort  unlimited  contacts.  At  a  keystroke,  it  automatically  enters 
each  category  for  you.  Available  for  LANs 

See  your  local  dealer  today.  Or 
order  directly  for  only  S295.()() 
from  Richmond  Technologies  & 
Software.  42()-64CX)  Roberts  St.. 
Bumabv.  BC  V5G  4C9.  Tel:  (604)  299-2121 
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Maximizer 

Contact  Management  Software 

Fax:  (604)  299-6743 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERIIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 

BROCHURE  or  CALL  TOLL  FREE 

1-800  633-5953  FAX  NUMBER  205-349-3765 

Award  Company  of  America 

Dept.  FRB  /  P.O.  Box  2029 

Tuscaloosa,  Alabama  35403 


MERCHANDISE 


MISCELLANEOUS  FOR  SALE 


STOP  SWEAT 
FOR  6  WEEKS 


Treatment  with  elec- 
tronic DRIONIC*  keeps 
the  heavy  sweater  dry 
for  6  week  periods.  Try 
doctor  recommended 
Orlonic  for  unequaled 
control  with  a  45  DAY 
I^ONEY  BACK  GUAR. 
Thousands  previously 
prescribed.  Send  $125. 
ea.  pair  (specify  hands, 
underarms,  feet).  CA 
res.  +  6'/.%.  coo 
send  $25.  —  bal/chgs 
on  receipt. 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITYI!! 

We  buy  &  sell  Diamonds  and  all  Preciou 
Gemstones  Free  wholesale  catalog  sine 
1%7'  Member  Jev^lers  Board  of  Trade  i 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Mam  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  I-800-626-SJS2 


EDUCATIONAL  SERVICES 


FEET 


GENERAL  MEDICAL  CO.  Oapt  FOB-30 

1935  Armacost  Ave  ,  Los  Angeles,  CA  90025 

Phone  orders  -MC/Visa-  800  HEAL  DOC 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

Iw  Wot   \-M  jnd  .Vci(l«n< 

tipeiKOct  No  CUssraoin 

Mlendjnct  R«]uim) 

CalM213)  471-0306 

OuUkto  California 

1  •  800-42^3244 

or  send  drljilfd  lesume 
lo'  I'M  tviiluJlion 

Picific  Western  University 

600  N    StDulvtdi  eivO     (»pl    <>%    lo<«nf«n    CA  W04t 


BUSINESS  PHONE  SYSTEMS 


LOWEST  PRICES-FAST  DELIVERY 
AT&T  •TIE  •OTHERS 
FULLY  GUARANTEED 

MERLIN,  SPIRIT  SYS  25,  TIE  EXEL 
FREE  CATALOG 


TMC  GROUP     (800)331-8199 


FREE  COLLEGE  TAPF 


IXTERNAL  DEQRIIS  • 

Bul'iMl  »  Public  AdTMnnlfll.oo 

TOLL  PRII 24  hra.  (SCO)  7S9-000B 

LA  SALLE  UNIVERSITY 

M.'ltKlCvillr    1  A   .'ii-l  ■!!  .MOn 


WINE  CELLARS 


WINE  CELLARS 


COMPUTER  RENTALS 


COMPUTER  RENTALS 


\ 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 

Handmade  Wood  Cellars Your  Cost 

296  Bottle  Credenza      Ret:  $  2795         $  1795 
440  Bottle  Capacity  2495  1695 

700  Bottle  Capacity  3495  1995 

Designer  Models  -  Not  Hnndmade 

$  599  $  499 

749  659 


Visa/MC/AmEx/Discover 


40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Cafelog 

134  W  IST-T  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


FRANCHISES 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 
the  franchise  specialists. 

Francorp' 

New  York         Chicago       Los  Angeles 

|3t3)«2>'3600     (70S)  481 '3B00       (213)  SSSOtOO 

1-800-877-1103 


BUSINESS  SERVICES 


FAX  PAPER 


FAX      PAPER 


•  Guaranteed  lowest  prices 

•  24  hour  shipping 

•  Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 
Tel:  (516)  239-1854 
Fax:  (516)  239-1939 


A-ZFAXPAPEBMFG. 


REAL  ESTATE 


WYOMINGFOR  SALE- 
PRESTIGIOUS 
CODY  RANCH- 13,000  ACRES 
BIG  GAME-FISHING-PRIVACY- 
$1,300,000  CALL  US  FOR  DETAILS. 
WESTERN  REAL  ESTATE 
BOX  2228  CODY  WY  82414 
307-587-5584 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren  212-620-2440 


REAL  ESTATE 


BOZEMAN  MOUNTAIN  RANCH. 

Nestled  under  the  highest  peaks  of  the 
Tobacco  Root  Range,  this  7,000-acre 
ranch  lies  in  a  contiguous  block  on  its 
own  trout  stream,  adjacent  to  a 
national  forest.  An  easy  drive  to 
Bozeman  or  Ennis,  Montana,  it  has 
been  appraised  at  500  plus  animal 
units.  Attractive,  functional 
improvements  complete  the  package  to 
make  this  the  most  desirable,  well- 
located  operating  ranch  on  the  market 
today. 

HISTORIC  PINEDALE, 
WYOMING,  WORKING  RANCH. 

In  a  classic  setting  along  3'/2  miles  of 
I  he  New  Fork  River,  considered  one  of 
Wyoming's  great  fisheries,  this  30,000 
plus  acre  ranch  sits  under  the  towering 
peaks  of  the  Wind  River  Mountains. 
One  hour  south  of  Jackson,  the  ranch 
recently  passed  out  of  the  hands  of  the 
famous  Wyoming  pioneer  family  who 
established  it.  The  present  owners  have 
lovingly  and  tastefully  restored  it  to  its 
former  grandeur  More  than  2,000  acres 
of  meadows  and  early  water  rights 
form  a  base  for  a  900  animal  unit 
operation.  Partnership  dissolution 
demands  immediate  sale. 

C  oniact  c\clusi\e  aucni  for  sellers:  Hall 
and  Hall.  IncTPO.  B(>\  1924.  Billings, 
Montana  59103.  (406)  2S2-2I55  or 
(406)  587-3090. 


EXECUTIVE  GIFTS 


Ambassador  Lapel  Flags® 

24K  gold-plated,  full  colors 
Elegant  and  Exclusive 
For  worldwide  business  marketing  Customize 
any  2-(lag  mix  with  company  logo  In  slocK 
rectangular  panel  (shown),  round,  oval,  square, 
others  Or  send  own  preferred  design  100% 
USA-made,  3-5  weeks  delivery  Best  value 

TME  Co  ,  117  Park  Lane  Drive, 

Suite  101,  New  MiKord.  CT  06776 

(203)  354-0686  Fax  (203)  354-2786 


Forbes: 
CapitalistTool® 


RENTALS 


IBM  PS/2 
30-286 


Also  Available: 

•  IBM  PS/2    •  Compaq 

•  Macintosh  •  Laser  Printers 

•  Laptops      •  Portables 
And  a  host  of  other  peripherals 


Next  Day  Delivery 
Anywhere  in  the  U.  S.  A. 


Call  Toll-Free 


Computer   Rental 


)  800-765-4727 


FINE  WINES 


FINE  WINES 


WEST  COAST 'S  LARGEST  SELECTION  OF  RARE  WINES 


100,000  Bottle  Inventory  for  Collectors 
Fine  Wines  of  the  World  from  1870-1986 


ROMANEE  CONTI 
MONTRACHET 
CHATEAU  PETRUS 


CH  DYQUEM 

RARE  PORTS 

RARE  CALIFORNIA 


Please  request  our  catalog — $5.00 
Refundable  with  first  order. 
^Xfe  ship  promptly.       VISA/MC/Am.  Exp. 
415  459-3823       415  456-9463       FAX  415  456-8858 


2138  4th  St  San  Rafael 
CA  94901 


Marin  Wine  Cellar 


EXECUTIVE  GIFTS 


RESIDENTIAL  ELEVATOR 


THE  ULTIMATE  CHAIR 

for  back  relief 
and  relaxation! 


.and  25  other  products 
for  a  healthy  back! 


Office 

Model 

Available! 


"R^mL-^X/l^r    ''"EE  14  pg.  catalog 
OaCKCViVer  i.800-251-2225  or  write 

53  Jeffrey  Ave..  Dept  UC-9.  Holllston.  MA  01746 
In  MA  508-429-5940 


The  "vanishing  elevator" 
made  exclusively  for  the  home. 


mmivator 

■  HESIOENTtAL  ELEVATOR 

FREE  CATALOG 

AMERICAN  STAIR.GLIDE  CORPORATION 

0EPT.fOR-O490RO.BOX'B" 

GRANOVIEW.  MISSOURI  64030 

1-800-383-3100 


1    H.  UPMANN  LONSDALES 

$31.50  Box  25  (%Vi  RG42).  Save  $25.00| 


COMPUTERS 


I 


Natural  V\/rapper 

Or  call  for  discounts  on  fresh,  perfect 

DON  DIEGO     H.  UPMANN    TE-AMO 


fHTmRRYmflc 


.  CABANAS     MONTECRUZ     HENRY  CLAY   ■ 
I  PRIMODELREY...ANYTOPBRAND!        | 

Phone  orders  use  VISA  MCard  Or  send  check  or  MO, 

I  add  S2  shpg  New  Yortiers  add  sales  lax     F0401  ■ 
FAMOUS  SMOKE  SHOP        ■ 
,55  W.  39th  St.,  New  Yotk,  NY lOOI^j 

Offer  expires  May  31, 1990. 


INDUSTRIESINC 


Our  13th  year  of  DISCOUNTS 

Tandy®Computers 

Radio  Shack^^Products 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Katy{Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


Streetwalker 


Edited  by  Thomas  Jaffe 


The  Trumif  ^Oii^iy. 

TIhe  Wall  Street  Journal  has  told  the 
world  the  story  of  the  fate  of  ana- 
lyst Marvin  Roffman,  who  got  fired  by 
Janney  Montgomery  Scott  after  mak- 
ing negative  comments  to  that  news- 
paper about  the  prospects  of  Donald 
Trump's  new  Atlantic  City  casino- 
hotel,  the  Taj  Mahal.  Trump  threat- 
ened a  lawsuit.  Under  pressure,  Roff- 
man  apologized,  but  later  withdrew 
his  apology  and  was  canned  by  his 
Philadelphia-based  firm. 

Sad  to  say,  this  outrage  is  already 
having  a  dampening  effect  upon  other 
security  analysts.  Streetwalker  called 
an  analyst  at  a  major  Wall  Street  firm 
who  traditionally  has  been  one  of  our 
best,  and  most  outspoken,  sources,  to 
ask  about  takeover  rumors  regarding  a 
particular  company.  Our  source,  nev- 
er averse  to  putting  sell  recommenda- 
tions on  stocks  he  believes  are  being 
hyped,  agreed  to  talk — so  long  as  it 
was  all  off  the  record.  Why — highly 
unusual — off  the  record? 

"If  the  fellow  in  Philadelphia  can 
get  fired  for  talking  about  a  company 
that  isn't  even  public,"  the  analyst 
observed,  "who's  to  say  that  I  won't 
get  the  boot  for  saying  something  neg- 
ative about  one  that  is?" 

It  is  well  known  that  many  security 
analysts  already  are  so  intimidated  by 
corporate  managements  that  the  word 
"sell"  doesn't  even  enter  into  their 
lexicon.  If  they  can't  be  optimistic, 
they  resort  instead  to  circumlocu- 
tions. Some  folks,  seems  to  Street- 
walker, are  skirting  mighty  close  to 
violating,  if  not  the  First  Amend- 
ment, then  certainly  the  investing 
public's  right  to  unbiased  opinion. 


Takeover!? 

A  good  many  investors  don't  know 
the  name  of  tv  syndicator  King 
World  Productions,  Inc.,  but  most 
will  recognize  some  of  the  hit  pro- 
grams it  distributes:  the  daytime  talk 
show  The  Oprah  Winfrey  Show  and  the 
game  shows  Jeopardy!  and  Wheel  of 
Fortune,  which  is  co-hosted  by  the 
beautiful,  beaming  Vanna  White.  Last 
year  Short  Hills,  N.J.-based  King 
earned  $73  million,  or  $2.91  a  share, 
on  sales  of  just  $396  million. 

Since  1984  the  stock  has  risen  more 
than  twentyfold.  Recent  nyse  price: 


43 Vs.  Market  capitalization:  $1.1  bil- 
lion. The  King  family,  led  by  brothers 
Roger  and  Michael,  owns  39%  of  the 
25.3  million  shares,  with  a  pap* 
worth  of  more  than  $400  million. 

Analyst  Lee  Isgur  of  PaineWebber 
likes  the  stock  even  after  its  twenty- 
fold  runup.  He  likes  the  prospects  of 
Inside  Edition,  a  news-magazine-style 
show  that  King  both  produces  and 
distributes.  The  program,  which  de- 
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Vanna  White  of  Wheel  of  Fortune 
Spinning  profits  for  King  World. 

buted  in  lanuary  1989,  is  finally 
catching  on  after  a  shaky  start.  Anoth- 
er show,  still  in  the  works,  is  Only 
Yesterday,  which  will  look  back  at 
events  of  the  past. 

Isgur  thinks  King  will  earn  $3.40  a 
share  in  the  current  fiscal  year,  ending 
Aug.  31.  He's  looking  for  over  $4  a 
share  the  following  year.  Takeover  ru- 
mors are  rampant,  but  Isgur  recom- 
mends ignoring  them.  The  King 
brothers,  he  says,  don't  want  to  end 
up  working  for  someone  else.  Besides, 
he  asks:  Why  should  they  sell  when 
they  own  a  money  machine  that 
shows  no  signs  of  slowing?  Which  is 
why  he  likes  the  stock. 


Oversold  drug  stocks 

Tlhese  are  rough  times  in  the  phar- 
maceutical industry.  Warner-Lam- 
bert, Meick,  Bristol-Myers  Squibb,  Eli 
Lilly,  Forest  Laboratories  and  Genen- 
tech  recently  have  all  been  hit  with 
reports  that  question  the  safety  or  the 
efficacy  of  one  of  their  drugs.  Pfizer 
and  C.R.  Bard  are  in  hot  water  over 
medical  devices  they  manufactured. 

Drug  stocks  have  toppled  under  the 
barrage.  Since  the  beginning  of  the 


year,  Eli  Lilly  is  down  8%,  Merck 
10%,  Warner-Lambert  11%  and  Pfizer 
has  dropped  15%. 

Besides  the  recent  bad  publicity, 
the  drug  companies  have  other  prob- 
lems. There  were  years  when  drug 
prices  rose  at  two  times  the  rate  of  the 
cpi,  but  with  inflation  slowed,  it  may 
not  be  so  easy  to  jack  up  prices  regu- 
larly. In  the  U.S.,  legislation  is  being 
considered  that  would  force  compa- 
nies to  bid  competitively  for  state 
Medicaid  business.  Price  cuts  will 
soon  go  into  effect  in  Japan.  Germany 
is  contemplating  a  similar  move. 

Yet,  behind  all  that  imfavorable 
noise,  the  trends  look  solid.  First- 
quarter  earnings  for  every  major  drug 
company  except  Pfizer  are  expected  to 
increase  at  double-digit  rates.  That's 
hardly  shabby. 

Long  term,  demographics  also  are 
going  strongly  in  the  industry's  favor. 
There  are  more  elderly  today,  and 
they  are  the  chief  customers,  popping 
pills  more  than  two  times  faster  than 
younger  people. 

The  drug  business  remains  a  highly 
competitive,  highly  fragmented  in- 
dustry. Merck,  the  largest  company  in 
the  world,  has  just  about  a  5%  share 
of  the  world  market.  The  top  ten  com- 
panies combined  have  only  a  27% 
share.  Clearly  there  are  still  enor- 
mous market  share  gains  to  be  made. 

So  it  looks  as  if  the  setbacks  are 
only  temporary.  Some  of  the  huge 
drug  mergers  that  have  taken  place 
over  the  past  few  years  should  help 
reduce  costs  and  spread  the  expense  of 
drug  introductions.  The  mergers  in- 
clude SmithKline  and  the  U.K.'s  Bee- 
cham;  Bristol-Myers  and  Squibb; 
American  Home  Products  and  A.H. 
Robins.  The  latest  is  the  proposed  ac- 
quisition of  Rorer  Group  by  France's 
Rhone-Poulenc. 

Frederic  Greenberg  of  the  New 
York  money  management  firm  egs 
Partners  sees  opportunity  in  the  re- 
cent selloff.  He's  recommending  four 
Big  Board  stocks:  Syntex  (recent  price 
of  50%),  Warner-Lambert  (103'/8),  Up- 
john (39'/4)  and  Merck  [69^/*]. 

Syntex  is  developing  a  promising 
new  prescription  analgesic,  Toradol, 
for  use  in  multiple  forms.  It  can  be 
injected,  rubbed  on  as  a  gel,  taken 
orally  or  even  as  eye  drops. 

As  for  Upjohn,  Greenberg  notes  it  is 
the  last  major  independent  U.S.  phar- 
maceutical house  with  both  a  large 
distribution  network  and  a  big,  wcll- 
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financed  research  and  development 
department.  Greenberg  doesn't  dis- 
count the  possibility  that  Upjohn 
may  eventually  find  a  merger  partner. 

Greenberg  expects  Warner-Lambert 
to  earn  about  $7.20  a  share  this  year, 
so  it  currently  sells  for  14  times  esti- 
mated earnings,  at  the  lov^  end  of  its 
historic  multiple  range. 

The  same  goes  for  industry  leader 
Merck,  where  he  looks  for  earnings  to 
grow  nearly  20%  in  1990.  Over  the 
last  decade  the  company  has  traded 
for  roughly  13  to  20  times  anticipated 
earnings.  With  Merck  now  at  15.5 
times  the  $4.50  a  share  Greenberg  is 
looking  for  this  year,  he  doesn't  see 
how  you  can  go  wrong  stocking  up  on 
this  blue  chip. 


Higher  Riser 

Riser  Foods,  Inc.,  a  $1  billion  (reve- 
nues) supermarket  chain  based  in 
the  Cleveland  suburb  of  Bedford 
Heights,  has  a  messy  past.  Most  of  its 
stores  once  belonged  to  Fisher  Foods, 
a  company  that  had  a  long  history  of 
failed  expansion  and  management 
bungling.  For  the  fiscal  year  ended 
June  30,  1989,  Riser  lost  $7  million,  or 
90  cents  a  share.  But  Riser  seems  to  be 
surmounting  its  troubled  past.  There 
are  8  million  shares  outstanding.  In- 
siders own  27%,  including  a  majority 
of  the  Class  B  voting  stock.  Recent 
Amex  price:  8%. 

Analyst  Charles  Cerankosky  of 
Cleveland's  Prescott,  Ball  &  Turben 
has  detected  signs  of  a  turnaround.  He 
credits  much  of  this  recovery  to  An- 
thony Petrillo,  Riser's  tough-minded 
executive  vice  president  since  the  fall 
of  1988. 

Petrillo,  formerly  president  of  New 
Jersey's  Mayfair  Supermarkets,  has  al- 
ready shut  1 1  stores,  and  he  may  also 
sell  Carl's,  a  lackluster  chain  of  10 
stores  modeled  on  the  discount  ware- 
house format.  Petrillo  is  concentrat- 
ing on  the  renovation  of  existing 
stores.  His  cost-cutting  and  inventory 
controls  seem  to  be  working.  Analyst 
Cerankosky  thinks  Riser  will  earn  65 
cents  a  share  in  the  current  fiscal  year. 
(There  are  $50  million  of  tax-loss  car- 
ryforwards.) He's  looking  for  at  least 
$1  a  share  in  fiscal  1991.  Long-term 
debt  of  $75  million  equals  about  80% 
of  total  capital,  but  this  year's  operat- 
ing income  will  handily  cover  interest 
expense;  next  year  the  interest  cover- 
age should  be  even  more  comfortable. 

With  Riser  trading  at  only  8  times 
estimated  earnings  for  the  fiscal  year 
that  begins  in  July,  Cerankosky  is  tell- 
ing clients  to  accumulate  the  stock. 
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IN  PARADISE 

An  island  paradise  that  offers 
jLJl  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
*  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $2,400 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81 133 
or  call  (719)  379-3263 


PRESIDENTS, 

GEOSjCFOs, 

ilVESTOR  REUTIONS 
EXECUTIVES 

YOUR  MOST  IMPORTANT  DOCUMENT 

IS  ABOUT  TO  BE  RELEASED  - 

YOUR  ANNUAL  REPORT 

Now's  the  time  to  make  your  annual  report  visible  to  an  active 
institutional  and  private  investor  market— the  2.3  million  readers 
of  FORBES. 

Advertise  in  FORBES  1990  SPRING  ANNUAL  REPORT 
SECTION.  It's  the  first  choice  for  investor  relations  professionals 
because  they  believe  FORBES  will  draw  a  higher  number  of 
requests  per  advertisement. 

For  questions  and  rates,  call  Virginia  Carroll  at  (212)  620-2339 
or  Sarah  Madison  (505)  275-1282/3 

Issue  Date:  May  28,1990    Closing  Date:  March  30,1990 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


■■■he  land  we're  offering  is  far 
I  rrom  the  crowds  and  rat  race  of 
JL  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  Yea  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  B6 
Ft.  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  Federal  iav;  and  u-.-, 
judged  the  merits  or  value,  if  any.  of  this  property  Tn  ji'  ' 
statement  has  been  filed  with  the  Secretary  ol ; 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the 

upon  the  merits  of  such  offering   A  copy  of  the  oi:.      i. 

Ranches.  NYA86- 1 53  A  i.atement  of  Record  filed  wiifi  the  New  Jc 
''-■  be  offered  to  New  Jersey  residents,  but  does  not  pa;-:,  upon  its  i ' 
■■■"■■■''  '^•=i'eme^t  and  read  il  before  signing  anything  NJA  #606ot< 


.Oflfld  /MJ  ,'in,', 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  Apr.  1 7,  1920) 
"When  I  announced  that  I  had  decided 
to  give  up  my  $100-a-week  job  to  re- 
turn to  college,  my  family  and  friends 
ridiculed  the  idea,  impressing  upon 
me  that  my  brains  were  all  in  my  feet. 
A  successful  dancing  teacher  at  24, 
they  said,  was  foolish  to  become  a 
freshman  at  college  again.  I  did  not 
heed  their  advice.  A  few  days  later  I 
enrolled  as  a  student  in  the  commerce 
department  of  the  Georgia  School  of 
Technology.  I  am  now  a  sophomore 
and  am  teaching  dancing  during  spare 
hours.  For  the  past  year  this  work  on 
the  side  has  brought  me  $15,000." 

— Arthur  Murray 


Dance  teacher  Arthur  Murray  at  age  25 


"Governmental  bodies  and  govern- 
mental employees  have  multiplied 
faster  than  Australia's  rabbits.  We 
have  come  to  such  a  pass  that  the 
average  Arnerican  citizen  now  sup- 
ports, in  addition  to  his  own  family,  at 
least  one  civil  servant.  ..." 

Sixty  years  ago 

(Frotri  the  issue  of  Apr  1 5,  1930) 
"There  is  no  telling  what  strange 
things  may  have  happened  to  the 
Hawley-Smoot  tariff  bill  by  the  time 
these  lines  reach  readers.  About  all 
that  can  be  said  at  this  time  is  that  the 
Senate  has  finally  finished  its  long 
fight,  the  bill  is  back  in  conference, 
will  probably  be  reported  in  the  House 
soon,  and  that  prospects  are  bright  for 
final  passage  in  the  near  future." 


In  1930  this  Ford  trimotor  fleet  flew  four 
round  trips  a  day  between  Detroit,  Tole- 
do and  Cleveland.  One-way  fare:  $10 

"The  North  German  Lloyd  liner  Euro- 
pa  set  up  a  new  speed  record  for  the 
transatlantic  crossing  on  her  maiden 
vogage  to  New  York,  beating  the  pre- 
vious record  of  her  sister  ship,  the 
Bremen,  by  the  slight  margin  of  18 
minutes." 

Fifty  years  ago 

(From  the  L^ue  of  Apr.  1 5,  1940) 
"Late  in  May  nylon  hosiery  goes  to 
market  on  a  nationwide  basis.  Retail- 
ers expect  sellouts.  But  the  National 
Retail  Dry  Goods  Association,  wor- 
ried 'because  the  public  has  been  led 
to  believe  nylon  hosiery  is  miracu- 
lous, that  it  will  wear  indefinitely 
without  snagging,'  is  pressing  mem- 
bers to  'present  the  facts  .  .  .  before 
the  hosiery  goes  on  sale.'  " 

"For  the  first  time  this  year,  encourag- 
ing news  begins  to  break.  .  .  .  Latest 
report  of  National  Industrial  Confer- 
ence Board  reveals  drop  in  new  orders 
in  February — but  also  a  drop  (first 
since  August)  in  inventories.  Auto- 
mobile sales  continue  strong  into 
April,  after  a  first-quarter  output  25% 
above  January-March  1939,  and  a 
sales  performance  even  higher.  Stocks 


move  upward  and  industrial  down- 
trend definitely  flattens  out." 

Twenty-five  years  ago 

(From  the  issue  of  Apr.  1 5,  1965 J 
"The  real  roar  in  the  business  boom 
appears  to  be  coming  from  the  na- 
tion's small  businesses,  says  the 
Small  Business  Administration.  Af- 
tertax earnings  of  the  U.S.'  4.6  million 
small  businesses  came  to  more  than 
$1  billion  last  year,  up  40%  from  the 
year  before.  A  record  number  of  new 
small  businesses — 60,000 — joined  the 
ranks  last  year,  while  only  13,500 
failed — an  eight-year  low." 

"First  it  was  income  taxes,  then  ex- 
cise taxes.  Adjustments  in  federal  tax 
laws  have  occupied  a  high  priority  in 
Washington  since  1960,  and  it  now 
appears  that  estate  taxes  may  be  in  for 
some  changes,  too.  Critics  of  current 
estate-tax  laws  are  pointing  out  that 
the  top  rate  of  77%  for  the  first  time 
exceeds  the  highest  rate  on  income 
taxes,  which  is  now  75%." 

Ten  years  ago 

(From  the  issue  of  Apr.  14,  1980) 
"The  largest  one-year  tax  increase  in 
the  nation's  history  is  coming:  about 
$100  billion.  If  the  federal  govern- 
ment's fiscal  1981  budget  turns  out  to 
be  in  balance,  it  is  that  extra  money, 
not  budget  cuts,  that  will  do  the 
trick." 

"What  will  the  Federal  Reserve's  ef- 
forts to  choke  off  credit  do  to  corpo- 
rate mergers?  W.T.  Grimm  &  Co.,  the 
Chicago  acquisition  specialist  that 
tracks  mergers,  thinks  tight  money  is 
likely  to  spur  acquisitions  among 
small  companies  ($25  million  or  less), 
where  the  bulk  of  such  activity  takes 
place.  Last  year  .  .  .  65%  of  the  sales 
involved  companies  valued  at  $15 
million  or  less." 


This  1940  Gunnison  prefab  bouse  aimed  at  conformity 
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Without  education  we  are  in  a 
horrible  and  deadly  danger  of 
taking  educated  people  seriously. 
G.K.Chesterton        — 


The  wise  know  the  value  of 
riches,  but  the  rich  do  not 
know  the  pleasures  of  wisdom. 
Hebrew  proverb 


A  popular  government  without 
popular  information,  or  the 
means  of  acquirmg  it,  is  but 
a  prologue  to  a  farce  or  a 
tragedy,  or  perhaps  both. 
James  Madison 


A  little  knowledge  is  a 
dangerous  thing,  but  a  little 
want  of  knowledge  is  also 
a  dangerous  thing. 
Samuel  Butler 


To  the  small  part  of  ignorance 
that  we  arrange  and  classify 
we  give  the  name  knowledge. 
Ambrose  Bierce 


You  teach  your  daughters  the 
diameters  of  the  planets,  and 
wonder  when  they  have  done 
that  they  do  not  delight 
in  your  company. 
Samuel  Johnson 


A  woman,  especially  if  she 
have  the  misfortune  of  knowing 
anything,  should  conceal  it 
as  well  as  she  can. 
Jane  Austen 


Knowledge  is  a  comfortable 
and  necessary  retreat  and 
shelter  for  us  in  an  advanced 
age;  and  if  we  do  not  plant 
it  while  young,  it  will  give 
us  no  shade  when  we  grow  old. 
Lord  Chesterfield 


A  good  education  is  usually 
harmful  to  a  dancer.  A  good 
calf  is  better  than  a  good  head. 
Agnes  De  Mille 


Thoughts 

on  the  Business  of  Life 


Contrary  to  the  cliche,  genuinely 
nice  guys  most  often  finish 
first  or  very  near  it. 

Putting  petj  to  paper  lights 
more  fire  than  matches  ever  will. 

Were  are  ynore  fakers  in 
business  than  in  jail. 

Living  and  dreaming  are  two 
diffei-ent  things — hut  you  can't 
do  one  without  the  otljer. 

If  you  eypect  nothing, 
you  're  apt  to  he  surprised. 
You  'II  get  it. 
Malcolm  Forbes 


It  takes  most  men  five  years 
to  recover  from  a  college 
education,  and  to  learn  that 
poetry  is  as  vital  to 
thinking  as  knowledge. 
Brooks  Atkinson 


One  man  with  a  dream, 

at  pleasure, 
Shall  go  forth  and 

conquer  a  crown; 
And  three  with  a 

new  song's  measure, 
Can  trample  an  empire  down. 
Arthur  O'Shaughnessy 


Education  makes  a  people  easy 
to  lead,  but  difficult  to 
drive;  easy  to  govern,  but 
impossible  to  enslave. 
Lord  Brougham 


More  than  9.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
vohime  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Education  is  the  ability  to 
listen  to  almost  anything 
without  losing  your  temper 
or  your  self-confidence. 
Robert  Frost 


Sin,  guilt,  neurosis — they 
are  one  and  the  same,  the 
fruit  of  the  tree  of  knowledge. 
Henry  Miller 


A  school  is  a  place  through 
which  you  have  to  pass  before 
entering  life,  but  where  the 
teaching  proper  does  not 
prepare  you  for  life. 
Ernest  Dimnet 


The  best  minds  are  not  in 
government.  If  they  were, 
business  would  hire  them  away. 
Ronald  Reagan 


A  Text . . . 

He  that  oppresseth  the 
poor  to  increase  his 
riches,  and  he  that 
giveth  to  the  rich, 
shall  surely  come  to  want. 
Proverbs  22:16 


Sent  in  by  Roger  J.  Grain,  Kensington,  Md. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


A  highbrow  is  a  person  educated 
beyond  his  intelligence. 
Brander  Matthews 


All  knowledge  that  is  divorced 
from  justice  must  be  called 
cunning. 
Plato 


What's  all  our  knowledge 
worth?  We  don't  even  know  what 
the  weather  will  be  tomorrow. 
Berthold  Auerbach 
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41  Chickens,  but  no  chicken  soup 


THE  EDITORIAL  INDEX  OF 
COMPANIES  REFERRED  TO  IN  THIS 
ISSUE  IS  ON  PAGES  6  AND  7. 

THE  NATION'S  LARGEST 

COHPANIES  RANKED 

FOUR  WAYS 

221  Introduction  To  The  Forbes  500s 

How  growth  companies  and  blue-chip 

giants  quaHfy  for  our  survey. 

230  The  Forbes  Sales  500 

Combined  sales  were  up  7.6%,  to  $3.2 

trillion. 

236  The  Forbes  Profits  500 

Down  2.7%,  to  $182  billion. 

248  The  Forbes  Assets  500 

Up  6%,  to  $7  trillion. 

258  The  Forbes  Market  Value  500 

Up  17%,  to  $2.3  trillion. 

268  The  Forbes  500s— 

Jobs  And  Productivity 
Larger  payrolls  and  smaller  profits  re- 
sulted in  lower  productivity. 
286  Ranking  The  Forbes  500s 
All  783  companies  that  appear  on  one 
or  more  of  the  rosters. 
328  The  Forbes  500s  On  Wall  Street 
How  they  fared  and  their  earnings 
prospects  for  1990. 
376  Where  To  Find  The  Forbes  500s 
Addresses,  lop  executives,  businesses. 

ISSUES 

60  The  Wasteful  Pursuit 
Of  Zero  Risk 

By  Warren  T.  Brookes 
Is  it  safe  to  pour  apple  juice  down  the 
drain?  Environmentalism  is  leading 
to  bad  regulations  based  on  emotion 
and  misleading  statistics. 


COMPANIES 


46    Enstar 

By  Graham  Button 

Scandal-plagued  Kinder-Care  re- 
named itself  Enstar,  but  not  much 
changed.  The  feds  are  probing. 

57    Motorola 

By  Norm  Alster 

If  Chris  Calvin  becomes  the  third  of 
his  family  to  head  Motorola,  it  will  be 
because  he  understands  innovation. 

66    Tandon 

By  Subrata  N.  Chakravarty 
Against  long  odds,  Jugi  Tandon  has 
revived  the  computer  company  that 
T)ears  his  name.  Is  it  time  to  sell? 

76    Chrysler 

By  Jerry  Flint 

Lee  lacocca's  like  a  coach  with  power- 
ful players  but  big  gaps  in  the  lineup. 

82    Ford  Motor 

By  Rick  Reiff 

Ford  Motor  is  now  the  country's  sec- 
ond-biggest provider  of  financial  ser- 
vices. Profits  have  been  elusive. 

92    Contel 

By  Fleming  Meeks 

It's  how  you  handle  mistakes  that 

matters. 

125  The  Up  &  Comers: 

Marvin  Lumber  &  Cedar 

By  John  Harris 

Its  odd-sized  windows  are  in  demand. 


133  The  Up  &  Comers: 
Air  Wisconsin 

By  Rita  Koselka 

When   your   partner   becomes 

problem,  counterattack. 


your 


144  Louisiana-Pacific 

By  Marc  Beauchamp 

This  Northwest  timber  company  has 

sidestepped  environmentalists. 

INDUSTRIES 

104  As  I  See  It:  How  Good  Are  Our 
Nonprofit  Hospitals? 

By  James  Cook 

An  interview  with  Regina  Herzlinger. 

140  Why  Are  Las  Vegas 

And  Atlantic  City  Yawning? 

By  Charles  Siler 

Gambling  along  the  Mississippi. 

INTERNATIONAL 

38    The  Land  Of  The  Setting 
Property  Values 

By  Stuart  Flack 

The  relationship  between  stocks  and 

real  estate  in  Tokyo. 

41     Chicken-But  Where  Is 
The  Chicken  Soup? 

By  Marcia  Berss 

Five  decades  of  socialism  have  left 
Lithuania's  economy  unfit  for  any- 
thing but  selling  goods  in  the  U.S.S.R. 

112  Island  Haven 

By  Spyros  Manolatos 

Cyprus  is  now  a  haven  for  Western 

businesses  in  the  Middle  East. 
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Without  education  we  are  in  a 
horrible  and  deadly  danger  of 
taking  educated  people  seriously. 
G.K.Chesterton        — - 


The  wise  know  the  value  of 
riches,  but  the  rich  do  not 
know  the  pleasures  of  wisdom. 
Hebrew  proverb 


A  popular  government  without 
popular  information,  or  the 
means  of  acquirmg  it,  is  but 
a  prologue  to  a  farce  or  a 
tragedy,  or  perhaps  both. 
James  Madison 


A  little  knowledge  is  a 
dangerous  thmg,  but  a  little 
want  of  knowledge  is  also 
a  dangerous  thing. 
Samuel  Butler 


To  the  small  part  of  ignorance 
that  we  arrange  and  classify 
we  give  the  name  knowledge. 
Ambrose  Bierce 


You  teach  your  daughters  the 
diameters  of  the  planets,  and 
wonder  when  they  have  done 
that  they  do  not  delight 
in  your  company. 
Samuel  Johnson 


A  woman,  especially  if  she 
have  the  misfortune  of  knowing 
anything,  should  conceal  it 
as  well  as  she  can. 
Jane  Austen 


Knowledge  is  a  comfortable 
and  necessary  retreat  and 
shelter  for  us  in  an  advanced 
agC;  and  if  we  do  not  plant 
it  while  young,  it  will  give 
us  no  shade  when  we  grow  old. 
Lord  Chesterfield 


A  good  education  is  usually 
harmful  to  a  dancer.  A  good 
calf  is  better  than  a  good  head. 
Agnes  De  Mille 


Thoughts 

on  the  Business  of  Life 


Contrary  to  the  cliche,  genuinely 
nice  guys  most  often  finish 
first  or  very  near  it. 

Putting  pen  to  paper  lights 
more  fire  than  matches  ever  will 

There  are  more  fakers  in 
business  tha?i  in  Jail. 

Living  and  dreaming  are  two 
diffe>-ent  things — hut  you  can't 
do  one  without  the  other. 

If  you  eypect  nothing, 
you  're  apt  to  he  surprised. 
You  'II  get  it. 
Malcolm  Forbes 


It  takes  most  men  five  years 
to  recover  from  a  college 
education,  and  to  learn  that 
poetry  is  as  vital  to 
thinking  as  knowledge. 
Brooks  Atkinson 


One  man  with  a  dream, 

at  pleasure. 
Shall  go  forth  and 

conquer  a  crown; 
And  three  with  a 

new  song's  measure. 
Can  trample  an  empire  down. 
Arthur  O'Shaughnessy 


Education  makes  a  people  easy 
to  lead,  but  difficult  to 
drive;  easy  to  govern,  but 
impossible  to  enslave. 
Lord  Brougham 


More  than  9,000  "Thoiifihts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
•■Thoughts."  Price:  $19.50  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  A  ve..  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  Nevtf 
York  State  and  other  states  where  applicable. 


Education  is  the  ability  to 
listen  to  almost  anything 
without  losing  your  temper 
or  your  self-confidence. 
Robert  Frost 


Sin,  guilt,  neurosis — they 
are  one  and  the  same,  the 
fruit  of  the  tree  of  knowledge. 
Henry  Miller 


A  school  is  a  place  through 
which  you  have  to  pass  before 
entering  life,  but  where  the 
teaching  proper  does  not 
prepare  you  for  life. 
Ernest  Dimnet 


The  best  minds  are  not  in 
government.  If  they  were, 
business  would  hire  them  away. 
Ronald  Reagan 


A  Text . . . 

He  that  oppresseth  the 
poor  to  increase  his 
riches,  and  he  that 
giveth  to  the  rich, 
shall  surely  come  to  want. 
Proverbs  22:16 


Sent  in  by  Roger  ].  Grain,  Kensington,  Md. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


A  highbrow  is  a  person  educated 
beyond  his  intelligence. 
Brander  Matthews 


All  knowledge  that  is  divorced 
from  justice  must  be  called 
cunning. 
Plato 


What's  all  our  knowledge 
worth?  We  don't  even  know  what 
the  weather  will  be  tomorrow. 
Berthold  Auerbach 
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J.  Richard  Tourville 

Vice  President 

Smith  Barney 


PUR«  WOOL 


rating  the  standards  for  success  held  by  our  many 

i         accomplished  customers,  Hart  Schaffner  &  Marx 

proudly  presents  portraits  of  executives  who  wear  our 

apparel.  By  their  own  experience,  they  know  that  the 

Hart  Schaffner  &  Marx  label  stands  for  quality  and 

style  founded  on  expert  tailoring  and  fine  fabrics, 

1^  including  premium  pure  wool .  Hart  Schaffner  &  Marx . 

The  right  suit  for  the  man  who  portrays  success. 


^ 
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SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  Annerica.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


t)  Siemens  Corporation  1990 


1990.  This  is  now. 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  50  U.S.  manijfac- 
turing  sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003T,  Trenton,  New  Jersey  08650 
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Corporati 
Identity  by 
Siegel  &  Gay 


Intelligent  programs 
for  companies  like 
Scudder,  Stevens  &  Clark. 


Simple  is  smart. 
Whether  we  are  creating 
a  worldwide  identity, 
naming  a  company  or 
product,  building  a 
brand  or  simplifying 
communications.  We  are 
committed  to  elegant, 
common  sense  solutions 
to  complex  problems. 


For  a  copy  of 
Common  Sense  On 
Corporate  Identity 
contact  Tim  King 
212-730-0101 

1185  Avenue  of  the 

Americas 

New  York,  NY  10036 


Siegel  &  Gale 
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A  tablespoon  of  water  in  the  Great  Lakes 


Robert  Herkolmage  Bank 


This  we  don't  want 


Do  Americans  be- 
grudge the  spending  of 
tens  of  billions  of  dol- 
lars to  make  the  envi- 
ronment cleaner?  Ob- 
viously not:  The  polls 
show  the  environment 
is  a  key  issue,  and  leg- 
islators know  it.  But 
the  voters  don't  want 
higher  taxes,  either, 
nor  do  they  want  to  be 
deprived  of  some  of  the 
things  environmentalists  deplore,  such  as  big  cars  and  dispos- 
able diapers.  Although  the  environmentalists  don't  like  to  talk 
about  it,  the  conflicting  desire  for  clean  air  and  cheap,  conve- 
nient products  will  sooner  or  later  force  hard  choices. 

It  makes  sense,  then,  to  approach  environmental  spending  on 
a  basis  of  asking  what  each  dollar  buys — no  blank  checks. 
Money  wasted  sending  harmless  apples  to  the  landfill  or  out- 
lawing a  safe  fungicide  does  nothing  for  the  environment.  It 
leaves  that  much  less  to  be  spent  on  parkland  or  clean  rivers. 

Warren  Brookes  looks  at  the  numbers  behind  the  environ- 
mental debate  in  "The  wasteful  pursuit  of  zero  risk,"  beginning 
on  page  160.  Scientists  can  now  detect  contaminants  at  one  part 
in  a  quintillion,  the  equivalent  of  a  tablespoon  of  water  in  the 
Great  Lakes.  But  do  we  need  near-absolute  purity  in  our  food 
supply,  air  and  water?  Such  purity  doesn't  exist  in  nature. 

Brookes,  a  reporter  and  newspaper  columnist  whose  work 
appears  in  the  Detroit  News  and  59  other  papers,  wrote  our  Dec. 
25,  1989  cover  story  on  the  global  warming  debate.  That  story 
has  already  seen  one  substantial  piece  of  evidence  in  vindica- 
tion, a  study  published  in  the  respected  journal  Science  showing 
there  has  been  no  detectable  warming  trend  in  the  atmosphere 
in  the  past  ten  years.  Yet  we  are  asked  to  change  our  way  of  life 
to  guard  against  a  danger  that  may  not  exist. 


The  Forbes  SOOs-ers 

Because  we  byline  articles  but  not  statistics,  readers  rarely 
know  the  names  of  the  folks  who  produce  this  and  other  Forbes 
special  reports.  But  we  appreciate  how  important  their  jobs  are, 
and  to  facilitate  them  we've  just  re-equipped  with  a  new  pro- 
cessing network,  involving  computers,  laser  printers  and  soft- 
ware, to  compile  the  information  and  feed  it  into  our  Atex 
typesetting  system.  In  charge  of  the  project  is  senior  editor  Steve 
Kichen,  who  reminds  us:  "All  that  hardware  and  software 
would  be  mere  technology  if  it  weren't  for  the  dedicated  and 
brilliant  people  who  worked  so  hard  on  the  project."  Statistical 
editors  Don  Popp  and  Ann  Oliver  organized  the  compilation  of 
the  Forbes  500s.  John  Chamberlain,  says  Kichen,  "kept  the 
computers  and  reports  running  at  night  and  somehow  managed 
to  put  in  a  huge  number  of  daylight  hours  as  well."  Programmer 
Carsten  Thode  saw  to  it  that  the  system  could  handle  our 
special  needs.  Among  others  involved  in  preparing  the  Forbes 
500s  were  Susan  Chin  and  Eric  Hardy.  Starts  on  page  221. 


4/. 


^Ac^A-cJ^ 


Editor 


FORBES,  APRIL  30,  1990 


FENDI 

The  jqtest  Roimm  Ktosferpiece 


Sunss  Made  Timepieces  From  $250  to  $750  •  Water  Resistant  to  5 ATM  (l65ft)  •  Quartz 

ABRAHAM  &  STRAUS  •  BARCLAY  •  BLOOMINGDALE'S  •  BULLOCK'S  •  BULLOCK'S  WILSHIRE  •  DAYTON'S  •  DILLARD'S  •  EATON'S  •  EMPORIUM  •  FFNDI  BOUTIQUES- 
NEW  YORK,  BAL  HARBOUR,  HOUSTON  •  FILENE'S  •  FOLEY'S  •  G.  FOX  •  HECHT'S  •  HENRY  BIRKS  &  SONS— CANADA  •  HIGBEE'S  •  HOLT  RENf"rEW  •  HUDSON'S  • 
I.  MAGNIN .  JENSS  •  JOHN  WANAMAKER  •  JONES  &  JONES  •  JORDAN  MARSH  •  KAUFMANN'S  •  KENJO  •  LAZARUS  •  LIBERTY  HOUSE  •  LinWAN  •  LORD  &  TAYLOR  • 
MAAS  BROTHERS  •  MACY'S  •  MAISON  BLANCHE  •  MARSHALL  FIELD  •  MAY  D&F  •  MEIER  &  FRANK  •  REEDS  •  RICH'S  •  ROBINSON'S  •  SAKS  FIFTH  AVENUE  •  SIBLEY'S  • 
STRAWBRIOG€  &  CLOTHIER  •  THALHIMERS  •  VON  MAUR  •  WOODWARD  &  LOTHROP 
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Follow-Through 


Edited  by  Kerry  Hannon 


Monkey 
wrencbed 

June  27,  1988 
Marion  Gregory 


Tlwo  years  ago,  when  Snap -on 
Tools'  stock  was  flying  high, 
Forbes  predicted  that  trouble  lay 
ahead  for  the  Kenosha,  Wis. -based 
manufacturer.  Snap-on  was  being  hit 
by  14  lawsuits  filed  in  state  courts 
around  the  country  by  dealers  who 
charged  the  company  with  everything 
from  harassment  to  fraud. 

Forbes  predicted  the  lawsuits 
would  soon  take  a  toll  on  the 
toolmaker's  earnings.  And  so  they 
have.  Last  November  a  jury  awarded 
one  dealer  $9  million  in  damages. 

Snap-on  is  appealing  the  decision, 
but  it  still  must  cope  with  about  30 
lawsuits  by  dealers.  Most  of  the  deal- 
ers allege  that  the  company  carved 
out  sales  territories  too  small  to  be 
profitable. 

News  of  the  lawsuits  hasn't  done 
much  for  the  company's  stock  price, 
either.  Snap-on  shares,  which  were 
trading  for  as  high  as  44  on  the  New 
York  Stock  Exchange  two  years  ago, 
recently  traded  at  about  33. 


Winning  in 
Dixie 

Apr.  18,  1988 


W'  irm-Dixie  was  the  king  of  south- 
em  grocery  chains  for  half  a  cen- 
tury. But  as  of  two  years  ago  the  Jack- 
sonville, Fla. -based  company  had  lost 
its  luster.  It  was  plagued  by  shrinking 
profit  margins  and  a  sagging  stock 
price.  Management  had  simply  ig- 
nored the  arrival  of  aggressive,  tightly 
managed  regional  chains  like  Bruno's 
and  Food  Lion.  Forbes  pontificated 
that  the  secretive,  family-run  compa- 
ny had  grown  complacent. 

Oops.  For  the  fiscal  year  ending 
June  30,  Winn-Dixie  is  expected  to 
report  profits  of  $3.80  a  share  on  esti- 


mated revenues  of  $9.8  billion,  up 
from  $3.36  on  revenues  of  $9.1  billion 
a  year  earlier.  Same-store  sales  are  up 
nearly  6%,  and  profit  margins  have 
widened  nicely.  The  nearly  40  million 
outstanding  shares  were  recently 
trading  on  the  New  York  Stock  Ex- 
change at  around  62,  up  from  41  at  the 
time  of  our  story. 

Much  of  the  credit  goes  to  James 
Kufeldt,  51,  who  was  named  Winn- 
Dixie's  president  in  early  1988.  Ku- 
feldt added  sparkle  to  65 -year-old 
Winn-Dixie's  broken-down  reputa- 
tion. He  slashed  layers  of  middle  man- 
agement, closed  unprofitable  stores 
and  passed  on  some  of  the  savings  to 
consumers  in  the  form  of  lower  gro- 
cery prices.  In  addition  he  increased 
product  variety,  cleaned  up  the  re- 
maining stores  and  added  more  em- 
ployees at  the  checkout  counter. 

In  short,  Kufeldt  was  smart  enough 
to  give  the  customers  what  they 
wanted. 


Is  Fidel 
blowing 
smoke? 

Oct.  23,  1989 
Zino  Dcwidoff 


But  cigar  lovers  needn't  expect  any 
bargains.  Davidoff's  Dominican  cigars 
will  sell  for  $4  to  $18  apiece.  That 
(Compares  with  the  top  price  of  $50  his 
Havanas  used  to  fetch. 

Is  Davidoff  ready  to  take  on  popular 
premium  brands  like  H.  Upmann  and 
Partagas?  "We  don't  compete,"  sniffs 
Davidoff  proudly.  "We  believe  in  our 
quality." 

In  a  counterattack,  Cubatabaco  is 
threatening  to  continue  making  and 
selling  Davidoff  cigars  under  the  Da- 
vidoff label.  If  it  does,  Davidoff  says 
he  will  certainly  sue  Fidel  for  infringe- 
ment of  his  precious  trademark. 
Cuba,  now  a  virtual  outcast  among 
nations,  could  expect  scant  consider- 
ation in  the  courts  of  the  capitalist 
nations. — Manjeet  Kripalani 


Piling  on 

Nov.  4,  1985 


Zino  Davidoff,  a  native  of  Russia 
and  a  resident  of  Switzerland, 
helped  make  the  Cuban  cigar  famous, 
and  vice  versa.  Last  fall  Forbes  report- 
ed that  the  cigar  king,  whose  hard 
currency  purchases  over  the  years 
helped  support  Fidel  Castro's  dicta- 
torship, was  fed  up  with  the  poor 
quality  of  cigars  being  produced  for 
him  by  Cubatabaco,  Castro's  official 
tobacco  manufacturer. 

Davidoff  apparently  had  few 
qualms  about  helping  to  keep  a  blood- 
stained dictator  in  power,  but  he  drew 
the  line  when  it  came  to  lousy  tobac- 
co. "In  a  box  of  20,  we  had  to  throw 
away  half,"  griped  Davidoff. 

Davidoff  had  already  begun  to  boy- 
cott the  Cuban  product  when  we  last 
looked  at  him.  Then,  last  month, 
what  had  been  a  20-year  business  rela- 
tionship between  the  Cuban  cigar- 
making  bureaucracy  and  Davidoff  of- 
ficially ended. 

Now  Davidoff  plans  to  introduce  a 
new  line  of  premium  cigars  that  will 
be  made  in  the  Dominican  Republic. 


How  college  football  has  changed 
in  five  years.  Back  in  1985  Forbes 
applauded  the  Supreme  Court's  deci- 
sion to  liberate  university  sports  from 
the  marketing  grip  of  the  National 
Collegiate  Athletic  Association.  We 
pointed  out  that  deregulation  was  cre- 
ating a  glut  in  programming  and  sug- 
gested that  it  would  likely  depress 
television  rights  fees.  Result:  higher 
profits  for  the  networks. 

The  glut  certainly  materialized,  but 
the  networks'  fees  didn't  decline.  In- 
deed, they  have  gone  through  the  roof 
lately.  In  1985  abc  and  cbs  paid  com- 
bined rights  fees  of  $31  million  to 
televise  a  season  of  college  football; 
earlier  this  year  abc  alone  agreed  to 
pay  $35  million  a  year  for  five  years' 
worth  of  football  games. 

Also  in  February,  prices  escalated 
further  when  nbc  signed  just  one 
school,  Notre  Dame,  to  a  five-year 
deal.  Price  tag:  $5  million  a  year,  espn, 
meanwhile,  is  paying  $125  million  for 
a  five-year  contract  to  broadcast  col- 
lege games;  cbs  is  paying  $64  million 
for  a  four-year  contract. 

Could  this  be  the  free-market  solu- 
tion to  sky-high  college  tuition 
costs? — Joel  Millman 
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"Better  late 

than  never." 

The  ^19.^^  Square  Rigger  Jeans  from  Lands'  End. 


You  could  ask  what  took  us 
so  long.  After  all,  the  "jean- 
ing  of  America"  has  been 
going  on  since  the  California 
Gold  Rush.  With  a  burst  of 
fresh  intensity  in  the  past  10 
to  20  years. 

Well,  what  took  us  so  long 
is  that  we  were  not  convinced 
we  belonged  in  the  business. 
After  all,  the  market  was 
crowded,  with  jeans  of  every 
imaginable  fabric  and  style. 
Acid  washed,  stonewashed, 
skintight,  high  waisted. 
French  cut,  boot  cut,  dis- 
tressed and  more.  It  all 
sounded  a  bit  frantic  and 
trendy.  Trendy,  of  course,  is 
not  our  game. 

So  we  asked  ourselves, 
what  could  we  possibly  bring 
to  the  party  when  even 
dessert  already  seemed  to 
be  on  the  table?  And  we  kept 
studying  the  situation. 

In  due  course 
we  found  an  answer. 

It  sounded  familiar  when  we 
arrived  at  it.  And  well  it 
should  have.  It's  the  same 
answer  we  get  when  we've 
done  our  homework  on  any 
prospective  category,  staying 
true  to  our-principles  of  qual- 
ity first,  then  price,  and 
always,  always  service. 

Our  answer  in  this  case 
is  a  no-nonsense  blue  jean 
made  of  a  hefty  pre-washed 
100%  cotton  fabric.  (We  had 
committed  to  enough  of  it  to 
earn  an  advantage  in  price. ) 
With  material  in  hand,  we 


signed  on  with  some  reliable 
manufacturers  who  said 
"yes"  to  some  inordinately 
exacting  specs.  The  resulting 
product  could  not  be  better 
made  or  fit  better  if  you  paid 
$40  for  it,  even  autographed 
in  French.  Yet  the  Lands' 
End  Square  Rigger  is  yours 
for  only  $19. 50. 

It  not  only  fits 
and  flatters,,. 

The  fit  of  the  Square  Rigger 
also  forgives  you  the 
indulgence  in  an  extra 
dessert  here  and  there.  Why? 
Because  we  pattern-test  our 
jeans  on  real  people.  Which 
calls  to  mind  the  fact  that  our 
women's  model  is  not  simply 
a  "modified  man's  jean. "  It  is 
made  to  fit  a  woman's  figure 
and  it  does,  because  it 
adheres  to  a  woman's  pattern. 
To  cite  just  two  unusual 
construction  features:  1)  we 
pre-shrink  the  pocket  linings 
so  they  won't  pucker  after 
washing,  and  we  sew  them 
into  both  side  seams  and  fly 
for  a  neater  appearance.  Not 
everyone  does  this.  And 
2)  the  pockets  are  sized  a  mite 
more  generously  than  most. 
Even  the  watch  pocket  will 
actually  accommodate  a 
watch. 

It's  GUARANTEED. 
PERIOD.' 

The  catalog  that  spells  out 
the  full  story  on  our  modest 
contribution  to  the  jeans 
world  is  a-brim  with  quality 


casual  clothing,  accessories, 
shoes,  and  soft  luggage — 
classic  items  you  can  count 
on  to  wear  well,  and  respond 
to  easy  care.  Clothing  you 
can  live  with  at  prices  that 
reflect  substantial  value. 
Everything  GUARANTEED. 
PERIOD,  including  the 
toll-free  telephone  ordering 
system  (dial  1-800-356-4444) 
and  the  prompt  shipment  of 
your  order  within  24  hours 
after  we  get  it. 


So,  put  us  to  the  test. 
Get  a  feel  for  the  Lands'  End 
experience  by  ordering  a  pair 
of  Square  Riggers  by  phone. 
Then  you'll  have  something  of 
ours  to  wear  even  if,  now  and 
then,  you  do  your  shopping 
downtown. 


Toupee:  1-800-356-4444 


Forbes  Iiifarmer 
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Edited  by  Eric  Schmuckler 


The  limits  (tf  wa 

Say  what  you  v  it  about  other  con- 
sumer products,  but  America  still 
makes  a  better  baseball  player  than 
Japan.  Which  is  the  main  reason  that, 
in  Japai  orofessional  big  leagues,  the 
teams  aie  icstncted  to  two  U.S.  play- 
ers per  team.  Now  one  of  those  teams, 
the  Fukuoka  Daiei  Hawks,  is  sending 
many  of  its  top  prospects,  as  well  as  a 
manager,  to  learn  how  the  game  is 
played  here. 

Japanese  teams  have  sent  young 
phenoms  for  seasoning  here  before, 
but    never    a    manager    and    never 

Focus  on  Spons 
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A  Japanese  pro  baseball  game 
Too  boring?  Too  predictable? 

enough  players  to  dominate  a  starting 
lineup,  as  in  this  case.  They'll  play  for 
the  Salinas  Spurs  of  the  Class  A  Cali- 
fornia League  this  summer. 

Why  go  on  the  American  plan?  Japa- 
nese baseball  emphasizes  teamwork 
(wa),  training  and  conservative  strate- 
gy to  the  point  of  boring  predictabili- 
ty. When  a  Japanese  team  gets  a  man 
on  base,  for  example,  the  next  batter 
up  will  inevitably  bunt,  even  if  he's 
the  team's  best  home  run  hitter.  The 
American  game  is  far  more  freewheel- 
ing and  individualistic,  and  hence 
more  entertaining  and  profitable.  A 
book  published  in  the  U.S.  last  year 
and  recently  in  Japan,  You  Gotta  Have 
Wa,  by  sportswriter  Robert  Whiting, 
has  provoked  a  considerable  contro- 
versy on  Tokyo  sports  pages  by  ex- 
ploring these  differences  and  drawing 
close  parallels  to  each  nation's  style  of 
doing  business. 

Tbe  newest  billionaire? 

Why  did  David  Geffen  sell  his  record 
group  to  MCA  for  $550  million  in  mca 
preferred  stock  instead  of  common? 
And  what  does  the  rock  'n'  roll  mogul 


intend  to  do  with  all  that  dough? 

The  answer  to  the  second  question 
is:  nothing.  Geffen  says  he  is  happy  to 
let  his  MCA  stock,  already  underval- 
ued, appreciate.  That  makes  smart  tax 
sense.  "I  don't  need  the  money,  I'm  a 
billionaire,"  says  Geffen,  who  owns 
an  impressive  modem  art  collection, 
a  big  chunk  of  Beverly  Hills  real  estate 
and  a  clutch  of  stock  positions. 

Geffen  says  he  accepted  a  new  Class 
B  convertible  preferred  stock  because 
it  was  the  easiest  way  to  limit  his 
voting  power:  The  Geffen  preferred 
receives  ten  times  the  common 
stock's  dividend,  but  has  only  one 
vote  per  share.  Geffen  is  also  restrict- 
ed as  to  when  and  in  what  amounts  he 
can  sell  his  stock,  which  would  there- 
by convert  to  common.  If  he  had  been 
able  to  convert  all  his  preferred  to 
common,  Geffen  would  have  ended 
up  with  a  voting  stake  comparable  to 
that  of  mca's  chairman  Lew  Wasser- 
man.  That  is,  this  way  Lew  doesn't 
get  nervous. — Lisa  Gubemick 

Battle  of  the  Buds 

You  may  have  read  about  Anheuser- 
Busch's  80-year  battle  with  Czecho- 
slovakia's Budweiser  Budvar  Brewery 
over  the  trademark  rights  to  the  most 
famous  name  in  beer.  Based  in  the 
southern  Bohemian  town  of  Ceske 
Budejovice,  Budvar,  one  of  Europe's 
most  acclaimed  breweries,  founded  in 
1895,  has  legally  frozen  Anheuser- 
Busch's  Budweiser  brand  out  of  most 
of  Europe. 

Gone  unnoticed  is  a  potential  solu- 
tion to  the  long- simmering  feud:  An- 
heuser  may  be  ready  to  buy  the  $18 
million  (revenues)  Czech  firm.  The 


St.  Louis  beer  behemoth,  with  $1  bil- 
lion in  its  pocket,  has  long  been  cruis- 
ing Europe  for  opportunities.  In  buy- 
ing Budvar,  Anheuser  could  secure  its 
trademarks  and  grab  an  underdevel- 
oped but  very  high  quality  brew 
to  boot. 

All  parties  are  mum,  but  Petr  Fencl 
pf  Budvar  did  let  slip  that  settlement 
negotiations  are  on  hold,  in  anticipa- 
tion of  imminent  new  Czech  laws  on 
foreign  ownership  and  joint  ventures. 
Perhaps  an  armistice  in  the  Bud  War 
is  on  tap. — Richard  C.  Morais 

Bulgers?  What  burners? 

Is  a  new  name  in  the  offing  for  Burger 
King  Corp.?  No  way,  says  the  long- 
struggling  restaurant  unit,  owned  by 
Grand  Metropolitan  Pic.  But  market 
research  and  the  smashing  success  of 
a  new  product  suggest  otherwise. 

The  best  fast-food  purveyors,  notes 
veteran  Chicago  market  researcher 
Leo  Shapiro,  sport  brand  names  that 
aren't  tied  to  the  hamburger.  It  is 
well-nigh  impossible,  Shapiro  points 
out,  to  convey  a  modem,  low-fat  and 
varied  image  with  a  beefy  name  like 
Burger  King. 

That's  why  Shapiro  is  not  surprised 
Burger  King  is  using  a  new  brand  la- 
bel, "bk."  Its  hottest  new  product  is 
the  BK  Broiler,  a  broiled  chicken  sand- 
wich that's  selling  a  million  pieces  a 
day,  half  as  much  as  the  chain's  flag- 
ship Whopper.  The  Miami-based 
chain  also  extended  the  bk  rubric  to  a 
burger  line,  the  new  bk  Doubles.  Says 
Shapiro,  "bk  isn't  as  good  a  name  as 
'Mac,'  but  it's  a  hell  of  a  lot  better 
than  Burger  King." — Steve  Weiner 

Steve  Ross  takes  chai^ 

when  Time  and  Warner  merged  last 
year,  a  lot  of  folks  figured  that  the 
Warner  crew,  led  by  Steve  Ross, 
would  eat  their  Time  counterparts 
alive.  It's  dinnertime. 


Cases  of  Budweiser  at  Czechoslovakia's  Budiar  Brewer)' 

An  armistice  may  be  on  tap  in  the  battle  of  the  Buds.  siupird  siu-rtHii^hj 
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Several  recent  reports  illustrate: 
One  from  Media  Industry  Newsletter, 
the  savvy  trade  letter,  points,  for  ex- 
ample, to  the  hiring  of  Bob  Pittman, 
the  energetic  self-promoter  vv^ho 
claims  credit  for  inventing  mtv,  as 
head  of  Time  Warner's  strategic  de- 
velopment. Pittman,  a  Warner  alum, 
is  strictly  a  Ross  man. 

More  intriguing,  a  coterie  of  top 
Time  executives,  including  Nick 
Nicholas,  president  of  Time  Inc.,  vv^ill 
abandon  the  hallowed  34th  floor  of 
executive  suites  in  the  Time  &.  Life 
Building  for  space  in  Ross'  nearby 
digs,  in  what  will  be  rechristened  the 
Time  Warner  Building.  Time  Inc.'s 
top  journalist,  Editor-in-Chief  Jason 
McManus,  will  not  be  moving  to  the 
Time  Warner  Building. 

MiN,  the  newsletter,  speculated  ear- 
lier this  year  that  heavily  indebted 
Time  Warner  may  sell  some  or  all  its 
magazines — including  People,  Sports  Il- 
lustrated, Fortune,  Money  and,  of 
course.  Time.  Time  Warner  spokes- 
men call  the  speculation  ludicrous. 

It's  interesting  to  note  that  when 
the  Time  Warner  merger  was  con- 
summated, the  agreement  listed  ten 
top  executives  of  the  combined  com- 
pany, five  from  Time  and  five  from 
Warner.  With  the  recent  departure  of 
General  Counsel  Phil  Lochner  for  the 
SEC,  and  the  announced  retirement  of 
Co-chief  Executive  Dick  Munro  (ex- 
pected in  May),  the  score  will  be 
Warner  5,  Time  3. 

Says  a  Time  spokesman  about  this 
line  of  thinking:  "That's  a  crock." 

Leaky  deal? 

The  Roaring  Eighties  may  be  over,  but 
not  questionable  stock  trading  pat- 
terns. Consider  Norton  Co.  Norton, 
the  Worcester,  Mass.  maker  of  abra- 
sives and  engineering  materials,  re- 
ceived a  $75-a-share  hostile  offer  from 
British  conglomerate  btr  on  Mar.  16. 
But  the  fun  had  started  more  than  a 
month  earlier. 

From  Feb.  7 — the  day  that  Norton 
announced  its  eighth  straight  year  of 
flat  earnings — to  btr's  mid-March  of- 
fer, over  7  million  shares  of  the  usual- 
ly sluggish  Norton  changed  hands; 
that's  about  five  times  the  normal 
volume.  In  a  down  market,  the  stock 
jumped  from  48  a  share  to  58%  during 
the  period.  When  btr  made  known  its 
intentions,  the  stock  leapt  again,  to 
the  mid- 70s. 

The  surge  in  volume  is  only  partial- 
ly explained  by  Norton's  1.3-million- 
share  buyback  and  btr's  accumula- 
tion of  325,000  shares  prior  to  its  of- 
fer. A  few  million  other  Norton  shares 
traded  without  any  apparent  conve- 
nient reason.— Stuart  Flack 
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Marc  Rankin 
Marketing  Representative 

The  six  people  on  this  page 
aren't  professional  models  or 
actors.  They're  part  of  the  new 
Texaco.  Their  charge  is  this:  if 
there's  a  better  way  to  discover  it, 
recover  it,  produce  it,  ship  it  or  sell 
it. . .  "eo  for  it:'  For  our  part,  we're 
eliminating  the  procedures  and 
obstacles  that  can  get  in  their 
way.  The  results  have  been 


Callle  Mitchell 

Senior  Supply  Representative 

rather  incredible. 

"There's  a  tremendous  team 
dynamic  in  the  company  now  that 
we  hadn't  had  before.  You  can 
actually  feel  the  energy  around 
here:'  Ron 

"Exactly.  We  don't  have  two  or 
three  years  to  get  a  project  rolling 
anymore.  These  days,  we  attack 
projects.  We  get  the  necessary 


Ron  Richords 

Monoger,  Environment  Affairs 

people  together  in  one  room,  and 
we  don't  come  out  until  the 
problem  is  solved.  Now  we're  off 
the  drawing  board  in  three  to  four 
days:'  Kelly 

"Our  customers  are  being 
involved  in  the  process,  too.  It's 
almost  like  we  flip-flopped  the 
corporate  ladder.  Instead  of  the  CEO 
sitting  on  the  top,  the  customer  has 


B[ll  Studzinski 
Chemist 

become  the  most  important 
person.  I  think  they're  still  a  little 
amazed  that  we  even  ask  for  their 
input!'  Marc 

"It's  really  paid  off  in  our 
natural  gas  liquids  business.  We've 
quadrupled  our  customer  base,  and 
now  we're  a  worldwide  leader." 
Callie 

"We're  heading  that  way  in 


Carol  Triebel 

Superintendent,  Planning  and  Shipping 

fuels,  too.  Our  new  System^ 
gasoline  has  a  lot  of  our 
competitors  taking  a  second 
look:'  Bill 

As  you  can  see,  there's  a  new 
energy  at  Texaco.  We're  aggres- 
sively searching  for  new  oil. 
Getting  more  from  our  existing 
fields.  Developing  products  for 
today  that  are  designed  to  serve 


Kelly  Mayo 
Systems  Analyst 

into  tomorrow  And  pioneering  the 
clean  energy  sources  that  must 
guide  us  into  the  future. 

"I'm  glad  to  see  Texaco  taking 
a  leadership  role. 
I'm  really  proud  that     ^^^^ 
I'm  a  part  of  it,  ^^^^ 

too:' Carol  %I^ 

So  are  we,  Carol.        *^^ 

^  star  of  the 

So  are  we .  American  Road 


TEXACO-WE'VE  GOT  THE  ENERGY. 


Readers  Say 


Travel  expense 

Sir:  Re  your  article  about  California's 
projected  privately  financed  and  oper- 
ated toll  highways  ("We  have  to  keep 
this  growtb  machine  going,"  Apr.  2).  If 
the  trend  continues,  the  real  total  cost 
(including  value  of  untaxed  paved 
land)  ol  auto  use  may  someday  be 
audited  ^nd  fully  charged  against  road 
users.  With  the  consumer  knowing 
what  roads  really  cost,  and  how  much 
he  can  save  by  using  alternatives,  a 
great  many  auto-overuse-related  prob- 
lems will  be  solved. 
— Alvin  L  Spivak 
San  Jose,  Calif. 


Sardine  city 

Sir:  Can  Julian  Simon  seriously  sug- 
gest that  Hong  Kong's  quality  of  life  is 
not  severely  impaired  by  overpopula- 
tion ("The  more  the  merrier, " y4pr.  2)? 
Is  Hong  Kong  a  desirable  model  for 
America's  future?  There  is  more  to 
life  than  economics. 
— Brooke  Jennings 
Salt  Lake  Cit)>,  Utah 


Keep  it  simple 

Sir:    Your    conclusion    about    Lotus 
1-2-3's  upgraded  Release  3.0  program 
("Software  segmentation,"  Mar.  5)  is 
flawed.  In  fact,  it  would  be  a  catastro- 
phe for  the  software  industry  if  ven- 
dors were  forced  to  build  a  version  of 
the  software  for  every  level  of  hard- 
ware platform.  It  is  that  very  segmen- 
tation that  has  caused  the  Unix  indus- 
try to  rise  so  slowly  and  still  prevents 
its  acceleration.  A  shining  counter  ex- 
ample is  WordPerfect' 5. 1,  the  most 
complex  and  powerful  version  ever, 
which  still  runs  on  a  modest  laptop 
with  no  hard  disk  as  well  as  the  most 
powerful  PC. 
—Will  Fastie 
Editor  &  Publisher 
The  Fastie  Report 
Baltimore,  Md. 


Subsidized  bread 

Sir:  Re  your  article  "Free  the  ruble!" 
64pr.  2).  The  statement  by  Soviet 
economist  Vladimir  Kvint,  "So  don't 
tell  me  the  ruble  is  worth  only  6 
cents,"  because  (among  other  things) 
"for  20  kopeks  you  can  buy  a  kilo- 
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Buying  subsidized  Soviet  bread 

gram  of  good  bread"  ignores  the  fact 
that  bread  is  a  highly  subsidized  good 
in  the  U.S.S.R.  The  story  of  farmers 
feeding  their  pigs  bread  from  the 
state-owned  stores  because  it  is 
cheaper  than  the  grain  used  to  make  it 
clearly  demonstrates  this  fact. 
— Craig  Rowe 
Urbana,  III. 


Helping  hand 

Sir:  We  have  had  the  opportunity  to 
know    Hambrecht    &    Quist    ("The 
money  comer,  "A/ar  5),  sometimes  as 
a  competitor,  sometimes  as  an  ally. 
When  the  final  tally  for  the  1980s  is 
made,  it  will  list  only  a  handful  of 
investment  banking  firms  that  pro- 
vided the  long-term  capital  to  help 
restore    America's    competitiveness. 
Hambrecht  &  Quist  will  be  one  of 
those  firms. 
— F.  Van  Kasper 
President 
Van  Ka.per  &  Co. 
San  Francisco,  Calif. 


Sum  of  the  parts 

Sir:  Re  your  Follow-Through  item  on 
Prospect  Group  Inc.'s  plans  to  sell  off 
its  holdings  (Apr.  2).  While  Prospect 
will  cease  to  exist,  we  arc  not  selling 
Prospect's  primary  holdings;  instead 
we  are  distributing  substantially  all  of 
our  equity  investments  to  our  .share- 
holders so  they  can  benefit  directly 
from  each  company's  future  growth. 
We  are  liquidating  Prospect  because 
we  believe  our  equity  investments 
will  trade  individually  at  substantial- 
ly greater  prices  than  Prospect  does  as 
a  whole.  Prospect  management  will 
remain   actively   involved   as   chair- 


men, officers  and  directors  of  all  our 
major  investments. 
— Louis  Marx  Jr. 
New  York,  N.Y. 


Fie  tie! 

<  Sir:  Re  your  article  "As  the  worms 
turn"  about  neckties  (Mar.  19).  I  hope 
the  price  of  raw  silk  continues  jump- 
ing until  neckties  will  be  prohibitive- 
ly expensive  and  become  obsolete. 
Better  yet,  maybe  silk  farming  will  be 
declared  cruel  to  silkworms;  then  it 
will  be  considered  socially  conscious 
to  not  wear  neckties! 
— Scott  Christie 
Lafayette,  Calif. 


Carry  cash 

Sir:  Re  your  article  on  currency  trans- 
fers in  Latin  America  ("Sending  $7 
billion  home  to  madre,"  Mar.  19). 
Traveler's  checks  are  not  worth  the 
effort,  since  only  the  banks  can  cash 
them,  and  you  must  accept  the  offi- 
cial exchange  rate,  typically  half  the 
street  rate.  If  you  want  your  dollar's 
worth,  you  will  carry  dollars,  on  your 
body,  to  Latin  America. 
— Laurence  W.  Ross 
Rii'erdale.  Ga 


Lock  him  up 

Sir:  I  agree  that  John  Pozsgai's  sen- 
tence of  three  years  in  prison  and 
$202,000  would  be  vastly  excessive 
for  filling  5  acres  of  wetlands  due  to 
ignorance  of  the  law  (Informer,  Jan. 
22).  But  for  someone  who  "knowingly 
and  repeatedly"  violates  the  law, 
maximum  penalties  are  necessary. 
— Mike  Corker 
Concord,  Calif. 


Bare  trees 

Sir:  Re  the  question  "Why  not  plant  a 
tree  instead  of  a  headstone?"  (Fact  and 
Comment,  Feb.  19).  As  a  village  clerk 
watching  over  a  great  cemetery,  I  can 
only  state:  bad,  bad,  bad.  Grave  open- 
ings are  complicated  by  the  roots  that 
have  to  be  cut. 
—William  Mack 
Van  F.ttcm,  NY. 

Sir:  A  tree's  life  is  finite  and  granite  is 
nearly  infinite.  It  erodes  at  approxi- 
mately Vh  inch  in  10,000  years. 
— Sue  McClune 
Frie,  Pa. 
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Accept  No  Limitations. 

A  mountain  climber  caught 
forever  halfway  up  the  slope, 
frozen  there  by  the  Minolta 
Maxxum"  7000/.  Because 
camera  and  athlete  were 
equal  to  the  challenge. 

Here,  Maxxum's  multi- 
pattern  metering  captured 
the  full  contrast  between  clim- 
ber and  snow.  While  Maxxum's 
powerful  telephoto  zoom — 
one  of  over  30  autofocus 
lenses — spanned  the  distance 
between  mountains. 

Put  simply  Maxxum  tech- 
nology can  help  you  surmount 
any  obstacle.  With  its  un- 
matched autofocus  system,  the 
possibilities  are  as  limitless  as 
your  imagination. 

Look  for  Minolta's  USA  2-year  camera/5-year  lens 
limited  warranty  cards  in  your  package.  For  more 
information,  see  your  Minolta  dealer  or  write:  Minolta 
Corporation,  101  Williams  Dr..  Ramsey  NJ  07446.  In 
Canada:  Minolta  Canada,  Inc.,  Ontario,  p  1989 
Minolta  Corporation. 
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ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


XINI: 
MHERE  TIME  IS  ART 

r 

.  The  new  Rolex  Benvenuto  Cellini  Collection  of  dress  watches  was 
inspired  by  Renaissance  sculptor  and  goldsmith,  Benvenuto 
Cellini.  Handcrafted  by  the  master  watchmakers  of  Rolex,  the  soft 
silhouette  of  the  case  highlights  the  warm  glow  of  18  kt.  gold. 
Three  elegant  bracelet  styles,  all  handmade,  accent  the  pure, 
simple  lines  of  the  thin  case.  Two  bracelets  "Damier"on  the  left 
and  "Milanese"  on  the  right  are  wrought  from  18  kt.  gold.  The 
center  watch  features  a  deluxe  leather  strap.  Protecting  each 
Rolex  movement  is  a  scratch-resistant  synthetic  sapphire  crystal. 
In  three  sizes  and  a  choice  of  dials,  the  new  Rolex  Cellini 
Collection  revives  the  art  of  the  Renaissance. 

Only  at  your  Official  Rolex  Jeweler 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


LITHUANIA— THE  SEMI  nNNISH  SOLUTION 
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FINLAND, 


Q 


why  have  Gorbachev  and  the  Kremhn  been  playing 
hardball  v^rith  Lithuania's  bid  for  independence  after 
sitting  back  or  even  encouraging  the  breakaway  of 
Eastern  Europe  from  the  communist  fold? 

Answer:  the  Soviet  military. 

Moscow's  soldiers  could  grudgingly  accept  the  notion 
that  the  satellite  nations  were  more  of 
a  burden  than  an  asset.   They  can't 
swallow    that    idea    with    the    Baltic 
states. 

Lithuania,  Latvia  and  Estonia  have 
ports  that  the  army  and  navy  consider 
crucial  to  their  operations.  These  re- 
publics are  also  the  home  of  a  number 
of  bases  and  critical  military  laborato- 
ries and  factories.  Over  half  of  the  foot 
soldiers  in  the  Red  Army  today  are  non- 
Russian.  The  example  of  Lithuanians'  deserting  or  refus- 
ing induction,  the  generals  fear,  could  prove  too  enticing  to 
other  "minority"  conscripts.  The  Red  Army  as  they  know 
it  would  disintegrate.  That's  why  the  military  is  so  eager 
to  cow  the  Lithuanians. 


Tallinn 
ESTONIA 

ORiga 

LATVIA 

LITHUANIA 
O  Vilnius 


o 


Leningrad 


Sooner  rather  than  later,  however,  the  Baltic  nations 
will  achieve  some  sort  of  independence.  When  part  of  the 
czarist  empire,  they  (and  Finland)  enjoyed  considerable 
autonomy.  They  were  seen  in  Russian  eyes  as  having  a 
status  very  different  from  the  rest  of  the  empire,  such  as 
the  Ukraine  or  Byelorussia.  To  use  an  imperfect  analogy,  if 
Puerto  Rico  voted  for  independence, 
Washington  would  grant  it.  If  South 
Carolina  petitioned  for  independence, 
the  reaction  would  be  rather  different. 
Lithuania,  and  eventually  Estonia 
and  Latvia,  will  win  a  watered-down 
version  of  the  status  Finland  has  had 
since  WWII.  The  Finns  elect  their  own 
government  and  run  their  internal  af- 
fairs. But  Helsinki  cannot  have  an  anti- 
Soviet  government;  its  foreign  policy 
must  have  a  pro-Moscow  slant.  The  Baits  will  get  consid- 
erable leeway  in  managing  their  domestic  affairs,  but 
Russian  armed  forces  will  enjoy  extraterritorial  rights  and 
concessions.  Like  Finland's,  Baltic  foreign  policy  will  be 
closely  allied  to  the  Kremlin. 


MoscowC 


U.S.S.R. 


NO  SOVIET  RETREAT— YET 

Don't  be  carried  away  by  the  news  that  the  Soviets  are  Don't  the  Soviets  fear  that  an  unattached  Germany 
no  longe'r  insisting  that  a  United  Germany  be  neutral.  will  revert  to  its  Prussianesque  past?  No.  Moscow  rightly 

That  still  remains  their  goal.  Moscow  insists  that  Germa-     recognizes  that  there  is  a  strong  streak  of  pacifism  in 

ny  not  be  part  of  NATO  unless  it  is      . — — ~ —   _ — .      Germany    today.    This    Teutonic 

also  a  member  of  the  Warsaw  Pact!     /  MOSCOW  REPORTED  TO  YIELD  b     yearning  to  be  alone,  to  not  be  the 

The  Ruskies  realize  that  the  U.S.     \QN NEUTRALITY  OF  GERMANY;)    f^^al    point    of    American- Soviet 

competition  is  potent. 


New  York  Times 


'MOSCOW REPORTED  TO  YIELD 
QNmrTRAUTYOF^ERMANYi 

will  never  agree  to  unanchoring 

Germany  from  the  West  but  are,  instead,  counting  on  the 

German  electorate  to  do  the  job  for  them. 

In  the  next  few  months  the  Soviet  Union  will  insist  that 
the  U.S.  pull  its  forces  out  of  West  Germany  in  return  for 
Soviet  withdrawal  of  its  numerous  troops  from  the  East.  If 
that  isn't  the  path  to  neutralization,  what  is? 


A  genuine  Soviet  concession  would  be  to  give  the  green 
light  for  a  reunited  Germany  to  maintain  ties  with  NATO 
and  no  ties  to  what's  left  of  the  Warsaw  Pact. 

Despite  his  party's  impressive  electoral  victory  in  East 
Germany,  Chancelor  Helmut  Kohl  has  his  work  cut  out  for 
him  winning  December's  contest  in  the  Federal  Republic. 
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TWO  LESSONS  FROM  JAPAN'S  STOCK  MARKET  UNPLEASANTNESS 


First,  money  manipulation,  like  a  toxic  chemical,  has 
unpleasant,  unintended  consequences.  A  big  spur  to  the 
Nikkei  Dow  Jones'  extraordinary  rise  the  past  four  years 
was  the  sharp  devaluation  of  the  dollar  against  the  yen. 
Japan,  heavily  dependent  on  imported  raw  materials,  re- 
ceived an  enormous  windfall  from  lower  commodity 
prices,  particularly  oil.  Corporate  profits  mushroomed. 
Companies  spent  a  nice  chunk  of  their  bulging  cash  bal- 
ances on  the  stock  market.  The  combination  of  rising 
earnings  and  mcreased  demand  helped  send  equities  to 
vmrealistic  heights.  U.S.  talk  of  further  devaluations  kept 
the  Tokyo  boom  going. 

Second,  Japan  Inc.  doesn't  always  work  as  advertised. 
Government   financial    mavens    thought    that    through 


eyewinks  and  suggestions  they  could  prevent  disagree- 
able impacts  to  the  Japanese  stock  and  bond  markets. 
They  had  met  the  ultimate  test,  they  told  themselves, 
with  the  Nikkei  Dow  Jones'  swift  recovery  from  the 
1987  crash.  But  neither  Tokyo's  Finance  Ministry  nor 
the  Bank  of  Japan  could  ultimately  prevent  the  inevitable 
hangover  from  such  a  binge. 

One  good  thing  might  come  from  this  trouble:  faster 
reform  of  the  regulations  and  restrictions  that  so  often 
make  Japan's  markets  so  hard  for  foreigners  to  crack. 
After  all,  pro-restriction  bureaucrats  and  businessmen 
now  stand  discredited. 

Is  Tokyo's  stock  slide  over?  No.  What  market,  reacting 
to  an  overvaluation,  hasn't  gone  to  the  opposite  extreme? 


ENORMOUSLY  CONSEQUENTIAL 


The  decision  by  Mexico  and  the  U.S.  to  negotiate  a 
free  trade  agreement  is  the  best  economic  news  in  a  long 
time,  a  heartening  contrast  to  the  dangerous  deteriora- 
tion in  our  relations  with  Japan  and  to  protectionist 
pressures  that  are  cropping  up  in  Europe. 

Such  a  pact  would  positively  impact  far 
more  than  just  the  economies  of  Mexico 
and  the  U.S.  (and  also  Canada,  with  whom 
we  have  a  free  trade  treaty). 

Mexico  has  severly  limited  its  economic 
potential  with  its  80-year-old  policy  of  protec- 
tionism, nationalization,  and  excessive  regu- 
lation and  taxation.  By  breaking  with  this 

tradition,  our  southern  neighbor  would  set  a        Progressive  preside?! t 
potent  example  to  scores  of  other  similarly  structured 
countries  in  Latin  America,  Africa  and  parts  of  Asia. 

The  stimulus  for  Latin  countries  to  follow  suit  would 
not  simply  be  the  lure  of  imitating  success,  but  immedi- 
ate self-interest  as  well.  With  special  access  to  the 
American  market,  Mexico  would  have  an  advantage  over 
other  countries,  such  as  Brazil,  in  selling  us  similar 
products.  If  a  pact  becomes  likely,  these  other  states  will 
want  to  jump  in,  setting  in  motion  the  beginnings  of  a 
North-South  common  market. 

Japan  would  also  have  a  positive  incentive  to  lower 


trade  barriers.  Tokyo  would  fear  that,  if  it  did  not  make 
accommodations,   opportunities   to  participate  fully  in 
this  huge,  booming  area  would  be  diminished. 
Concluding  a  free   trade   treaty   will   be   even   more 
difficult   than   the   one   we   finalized   with 
Canada  18  months  ago.  Pampered  Mexican 
industrialists  will  fiercely  resist  the  compe- 
tition  such   a   pact   would   unleash.    Some 
American  businesses  will  fear  the  flow  of 
cheap  goods  from  Mexico.  Labor  will  decry 
Mexico's     low     wages     (though     vigorous 
growth  would  diminish  the  gap).  President 
Bush  must  be  willing  to  spend  time  and 
political  capital  to  make  possible  a  mean- 
ingful agreement. 

Our  economy  would  gain  enormously  by  direct  access  to 
what  would  be  a  rapidly  growing  market.  Our  goal  of 
further  opening  up  the  world  trade  system  would  be  ad- 
vanced tremendously. 

While  President  Carlos  Salinas  may  lack  the  charisma  of 
a  Cardenas  (who  won  legendary  fame  for  nationalizing 
foreign  oil  companies  in  the  1930s  and  whose  son  is 
leading  the  charge  to  preserve  the  current  antiquated  eco- 
nomic system),  he  is  on  his  way  to  becoming  the  most 
important,  positive  figure  in  20th-century  Mexico. 


TO  MAKE  THE  TIME  FLT 


If  you  find  yourself  stuck  in  an  air- 
port or  want  to  pass  the  time  away 
while  in  the  air,  here  are  two  books  that 
will  make  the  wait  seem  shorter:  The 
Edge  by  Dick  Francis  (Fawcett,  $5.95) 
and  The  Last  Coincidence  by  Robert 
Goldsborough  (Bantam  Books,  $16.95). 

The  Edge  is  less  cutting  than  most  of 
Dick  Francis'  mysteries,  but  it's  still  better  than  98%  of 


NEKO 
WOLfE 

THtLA/TCaNCIDENCt 


KOMKI   OOLU/BUHmjOM 


the   paperbacks   available   at   news 
stands  today. 

Robert  Goldsborough  docs  a  first- 
rate  job  in  recreating  Rex  Stout's 
wonderful,  orchid-loving,  misogynis- 
tic  character,  Nero  Wolfe.  Since 
Stout's  originals  arc  impossible  to 
find   today,   Goldsborough's   version 


will  have  to  do — it's  a  worthy  successor. 
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in  cash  management  today, 
the  right  fit  makes  all  the  difference. 

Standardized  cash  management  products  were  once  the 
best  you  could  hope  for 

Today,  Bankers  Trust  has  put  things  in  a  different  light. 

Creating  specialized  solutions  for  specialized  situations  is 
a  trademark  of  our  brand  of  merchant  banking. 

So  time  after  time,  we've  shaped  a  customized  cash  man- 
agement program  that  fits  the  needs  of  a  client  perfectly  And 
then  serviced  it  with  an  intensity  few  other  banks  can  match. 

At  Bankers  Trust,  cash  management  is  the  sole  focus  of  a 
major  strategic  business  unit.  A  unit  staffed  with  imaginative 
people;  armed  with  flexible  technology. 

As  a  result,  cash  management  is  more  and  more  often 
becoming  an  integral  part  of  the  relationship  we  forge  with  clients. 

Yesterday,  you  may  have  had  to  accept  an  off-the-shelf 
solution.  Now,  you  need  not  settle  for  less  than  a  perfect  fit. 


DBankerslrust  Company 


Because  today  isn't  yesterday 


~'      '^: 


Dick  Caruso, 
Perry  CoUigan, 
Vic  Lowinger, 
Joey  Rosenberg, 
and  Tom  Sheffield. 
Members  of 
The  Riviera 
Country  Club, 
Pacific  Palisades, 
California. 
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E  LOVE  OF  THE  GAME. 


Other  Comments 


Modem  Maxim 

Live  within  your  income,  even  if 
you  have  to  borrow  to  do  so. 
—Josh  Bilhngs  in  Anguished  English, 
by  Richard  Lederer 

New  Machine  Needed 

Two  really  important  things  that 
you  just  can't  learn  from  one  short  job 
interview:  whether  he's  lazy,  and 
whether  he's  got  any  horse  sense. 
There's  no  qualitative  analysis  to 
check  out  whether  he  will  have  sav- 
vy— or  street  smarts — when  it  comes 
to  decision  time.  I  wish  there  were 
some  kind  of  machine  that  would 
measure  these  traits,  because  they 
separate  the  men  from  the  boys. 

— Lee  lacocca,  lacocca 

Cause  to  Rejoice 

Back  in  the  days  when  there  was  no 
television,  and  before  then,  no  radio, 
the  business  of  life  itself  consumed 
most  of  the  waking  hours  of  most 
Americans.  My  son's  surprised  dis- 
covery in  his  Peace  Corps  village  that 
the  acquisition,  preparation  and  con- 
sumption of  food  each  day  takes  him 
about  three  hours  explains  what  a  lot 
of  women  were  doing  with  many  of 
those  pre-television  hours.  For  that 
majority  of  all  Americans  who 
worked  on  farms  from  pre-dawn  to 


dark,  when  you  v/eren't  working  you 
were  either  eating  or  sleeping.  For  the 
urban  working  class,  a  workday  was 
short  when  it  stopped  at  12  hours. 

So  what  were  "average  American 
households"  doing  with  the  time  they 
now  devote  to  television?  Nothing, 
because  they  didn't  ordinarily  have  the 
time.  It  should  be  a  reason  for  rejoicing 
rather  than  complaint  that  such  time 
for  wasting  is  now  the  possession  of 
the  many,  rather  than  the  few. 

— Fiodding  Carter  III, 
Wall  Street  fournal 

D.C.  to  U.S.S.R. 

"For  weeks  now,  we've  been  sup- 
porting, supporting,  supporting,  and 
they've  been  provoking,  provoking, 
provoking.  That  can't  last  forever." 
— an  unidentified  Administration 
official,  commenting  on  the  White 
House  response  on  the  Lithuania  cri- 
sis, R.W.  Apple  Jr.,  New  York  Times 

Bear  with  a  Difference 

In  1929  Joseph  Kennedy  had  tried  to 
pay  a  courtesy  call  on  J. P.  Morgan, 
pillar  of  the  financial  community,  and 
been  snubbed.  He  had  no  reason  not 
to  join  with  the  infamous  "Sell  'Em 
Ben"  Smith  and  other  corsairs  who 
plundered  the  stock  market  as  it  wal- 
lowed like  an  overloaded  galleon  in 


"  We're  all  right  as  long  as  they  think 
we're  talking  millions. " 


the  weeks  before  the  Crash.  Kennedy 
became  a  leader  of  the  fraternity  of 
bears  who  rode  the  market  down  to- 
ward Black  Thursday. 

While  he  was  willing  to  make  mon- 
ey as  the  bubble  burst,  he  was  much 
more  concerned  about  banks  closing 
and  Hoovervilles  springing  up  than  the 
other  Wall  Street  bears;  he  was  espe- 
cially concerned  by  the  radical  rhetoric 
of  those  calling  for  wholesale  political 
and  social  reorganization.  As  he  later 
described  his  fears:  "I  felt  and  said  I 
would  be  willing  to  part  with  half  of 
what  I  had  if  I  could  be  sure  of  keeping, 
under  law  and  order,  the  other  half." 

— The  Kennedys, 
by  Peter  Collier  and  David  Horowitz 


With  economic  relations 
on  the  ascent,  a  country*s 
CEOs  are  now  often 
more  important  than  its 
political  figures . 

—M^trends  2000. 
by  John  NaisUtt  and  Patricia  Almrdene 


Give  It  Time 

Funds  [are]  run  mostly  by  low-pro- 
file money  managers,  but  one  attained 
demigod  status:  Peter  Lynch,  head  of 
the  Fidelity  Magellan  Fund.  So  (the 
recent]  announcement  came  as  a  real 
shock:  Lynch  was  retiring.  What  made 
Lynch  such  a  successful  money  man- 
ager? For  one  thing,  he  refused  to  try  to 
anticipate  rises  and  falls  in  the  general 
market. "That's  weather  forecasting," 
he  says.  Instead,  he  concentrated  on 
uncovering  obscure  companies  rich  in 
potential  growth  and  patiently  hold- 
ing onto  the  stock.  "Sometimes  it  took 
five  years  before  a  stock  I  bought  began 
to  perform,"  he  says. 

— Carolyn  Friday,  Newsweek 

How  Could  Tou? 

To  stay  alive  the  [United  Press] 
turned  the  traditional  practice  of 
skinflint  journalism  into  an  art  form. 
As  a  young  reporter  for  the  service, 
the  authors  say,  Walter  Cronkite  was 
taught  by  his  bureau  manager  "how  to 
jiggle  two  pins  through  a  phone  cable 
to  make  the  connection  without  hav- 
ing to  deposit  coins."  David  Brinklcy, 
another  alumnus,  remarked  when  the 
company  was  foundering:  "I  don't 
know  how  you  could  go  bankrupt 
without  ever  spending  anything,  but 
they  have  managed  it." 

— review  of  Down  to  the  Wire. 
UPI's  Fight  for  Survival,  in  the 
New  York  Times  Book  Review 
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Opportunity 
Found 


In  search  of  financial  security. 
Somewhere  amidst  the  rise 
and  fall  of  investment 
alternatives  there  exists  a 
steady  course,  but  how 
do  you  find  it?  At 
Van  Kampen  Merritt,  we 
believe  in  a  disciplined, 
prudent  approach.  We  call 
it  investing  with  a  sense 
of  direction. 

Our  innovative  investment 
products  are  created  with 
market  wisdom  and  carefully 
managed  to  help  put  you 
within  clear  view  of  your 
financial  goals. 

We  have  sponsored  over 
$21  billion  in  unit  trusts  and 
mutual  funds.  Whether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
products,  services  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

For  more  information  on 
Van  Kampen  Merritt  invest- 
ment products,  including 
charges  and  expenses,  please 
contact  your  investment  repre- 
sentative/or a  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money.  Or  call 
1-800-DIAL-VKM  ext.  1012. 

Mutual  Funds,  Unit  Trusts, 
Municipal  and  Health  Care 
Finance,  Capital  Markets, 
Asset  Management,  Precious 
Metals,  Xerox  Life  Products. 


*  denotes  trademark  of  Van  Kampen  Merritt  Inc. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction® 


It  will  look  even  better  on  the  next  page. 


rn  ei9e9Afiienaii  Honda  Mom  r:a.  Inc. 


\bu  have  to  dri\e  it  to  believe  it.The  new  Accord. 


This  is  the  key 

to  one  man's  love  of 

American  values. 


This  is  the  key 

to  one  bank's  understanding 

of  American  business. 


The  key  to  the 
Norman  Rockwell 
Museum  at  Stock- 
bridge,  Massachu- 
setts, home  of  the 
world's  largest  collec- 
tion of  original  works 
by  America's  favorite  illus- 
trator By  1993,  the  museum 
will  have  opened  a  new 
facility  capable  of 
housing  three  times  as 
many  works. 


In  banking  as  in  art,  it's  not  enough  just  to  love  what 
you  do.  You  also  need  a  thorough  understanding 
of  the  nuances  and  intricacies  involved.  Swiss  Bonk 
Corporation  embraces  this  philosophy  in  serving 
American  business. 

When  it  comes  to  handling  your  specific  needs,  our 
depth  of  knowledge  and  special  expertise  in  structur- 
ing transactions  have  mode  Swiss  Bank  Corporation 
a  leading  provider  of  commercial  and  merchant 
banking  services  to  major  U.S.  corporations. 
We  ore  also  equipped  to  assist  clients  with  interest 
rote  risk  management,  money  market  and  foreign 
exchange  trading,  and  participation  in  the  U.S. 
market  for  precious  metals.  We  are  also  a  primary 
dealer  in  U.S.  Government  Securities. 
Positioned  in  34  countries  around  the  world  and  on  all 
the  major  stock  exchanges  from  New  York  to  Tokyo, 
we  are  the  Swiss  bonk  with  the  most  international  ex- 
perience and  the  largest  international  network. 
With  over  50  years  in  the  United  States,  Swiss  Bank 
Corporation  has  a  well-founded  understanding  of 
American  business.  Experience  the  confidence  and 
security  that  come  from  working  with  the  triple-A 
rated  bonk  that  really  knows  your  needs— and  start 
appreciating  the  true  art  of  banking. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York    •    Atlanta    •    Chicago    •    Dallas    •    Houston 
Los  Angeles    •    Miami    •    Son  Francisco 
Toronto    •    Calgary    •    Montreal    •    Vancouver 


Commentary 

on  Events  at  Home  and  Abroad 

By  Caspar  W  Wbinberger,  Publisher 


A  MODERN 

There  is  a  small  country  with  an  old  proud  history  that 
was  once  independent  and  wishes  to  be  again.  Let  us  call  it 
Austria,  although  that  is  not  its  real  name.  It  is  threatened 
by  its  neighbor,  a  large,  heavily  armed  dictatorship  that  we 
can  call  .Germany,  although  that  is  not  its  name.  Its 
dictator-leader  is  much  admired  in  some  quarters,  and  he 
keeps  demanding  that  the  small  country  give  up  its  sover- 
eignty, dismiss  its  regularly  elected  leader  and  install 
another,  because  citizens  of  the  dictatorship  who  live  in 
the  small  country  "feel  threatened."  We  may  call  the 
dictator  Hitler,  although  that  is  not  his  name.  The  dictator 
sends  in  his  troops  to  seize  citizens 
of  the  small  country,  demand  they 
turn  in  their  arms  and  occupy  some 
of  their  buildings. 

Friends  of  the  small  country  are 
all  devoted  to  freedom,  the  rights  of 
man  and  to  peace,  but  they  believe, 
horribly  mistakenly  it  turns  out, 
that  the  way  to  keep  peace  is  to  give 
the  dictator  what  he  demands. 

Indeed,  many  of  these  countries  want  peace  so  much 
that  their  main  policy  seems  to  be  to  avoid  doing  anything 
that  may  disturb  or  provoke  the  dictator.  They  do  not  like 
much  that  he  does  and  are  unhappy  with  his  methods,  but, 
it  is  said,  they  must  try  to  like  him  no  matter  what  he 
demands,  because  they  must  help  him  stay  in  office  since 
that  is  their  best  chance  for  peace.  A  prominent  opponent 
of  all  this  said  that  this  was  the  policy  of  always  feeding 
the  dragon's  growing  appetite  in  the  hope  that  the  feeders 
may  be  the  last  to  be  eaten. 

It  would  be  particularly  offensive  to  the  dictator  if  the 
democracies  maintained  strong  military  forces.  That 
would  be  provocative.  Since  democracies  never  really  like 
to  arm  themselves,  this  is  an  appealing  argument  to  many. 

Those  in  democracies  who  urge  "understanding  the 
dictator's  problems"  frequently  quote  statements  by  the 
dictator  that  he  will  never  use  force  to  coerce  his  small 
neighbor.  When  he  does  use  force,  they  say  that  sending 
in  troops  and  seizing  buildings  and  people  should  not  be 
called  "force." 


Sir  Winston 

Don  'tfeed  the  dragon 


PARABLE 

Well,  of  course,  the  parable  is  not  exactly  parallel  to 
what  we  have  seen  these  past  few  weeks  but  there  are 
striking  similarities  between  what  the  Soviet  Union  (we 
call  it  that  because  that  is  its  real  name)  is  doing  in  and  to 
Lithuania,  and  what  Hitler  did  to  Austria,  and  then  to 
Czechoslovakia,  and  then  to  Poland. 

And   there  are   many  similarities  now  to  the  fears 

expressed  in  England  and  France  in  the  1930s  that  no  one 

should  say  or  do  anything  that  might  "provoke"  or  upset 

Hitler. 

For  other  parallels,  we  can  look  back  to  our  own  history 

I  to  those  who  argued  with  our  Colo- 

3  nial  leaders  that  they  should  be  pa- 

3   tient  with  England  and  the  stamp 

tax  and  the  quartering  of  British 

troops  in  New  York  and  Boston  and 

elsewhere  in  the  Colonies. 

A  modem  columnist  (whom  we 
will  call  Tom  Wicker  because  that 
is  his  real  name)  insists  that  "this  is 
no  time  for  .  .  .  any  ...  to  demand 
immediate  recognition  of  Lithuania's  independence.  ..." 
He  suggests  it  would  be  sensible  for  Moscow  to  say  to  the 
Baltic  nations,  "You  can  have  most  [sic]  of  the  indepen- 
dence you  want  if  you  follow  the  procedure"  we  (in  Mos- 
cow) set  up  for  you  to  achieve  it.  But  don't  demand  it  all 
at  once  because  that  will  be  troublesome  for  Gorbachev. 
One  is  reminded  of  the  remark  of  Sir  Nevile  Henderson, 
one  of  the  worst  of  all  appeasers,  when  he  was  England's 
ambassador  to  Germany  in  1938,  about  "those  blasted 
Czechs,"  referring  to  their  tiresome  desire  to  stay  free. 

At  the  moment  the  procedures  the  Soviets  have  adopted 
to  "permit"  Lithuania  to  have  the  autonomy  the  Soviets 
took  from  it  50  years  ago  require  the  Lithuanians  to  wait 
five  years  and  to  pay  upwards  of  $33  billion  for  "most  of 
the  independence"  they  desire. 

What  if  George  III  had  told  General  Washington  to  wait 
five  years  and  pay  the  then-equivalent  of  $33  billion  for 
"most  of  the  independence"  the  troublesome  Colonies 
were  demanding  in  that  unacceptable  language  about 
these  "inalienable  rights"? 


Sir  Nevile 

don 't  rock  the  boat 
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CHERON  CONSTAIMTIN 

TLa  plus  ancienne  manufacture  d  horlogerie  du  monde. 
Geneve,  deouis  1755. 
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Neiman  Marcus 


What's  Ahead  for  Business 


Jiqian's  cost  of  capital 
should  be  rising  fast 


Is  U.S.  ciqiital  already 

relatively  cheaper 

than  we  think? 


Now  (or  a  boost  to  U.S. 

savings  and  ciqiital 

gains  tax  cut 


Edited  by  Howard  Banks 

U.S.  JAPAN  COST  OF  CAPITAL  GAP  IS  CLOSING 

Japanese  industry's  longstanding  advantage  of  cheap  capital  is 
eroding.  Real  interest  rates  in  Japan  have  been  rising  for  months.  Last 
summer  real  Japanese  rates  were  over  five  percentage  points  below 
comparable  U.S.  rates.  Today  the  differential  has  shrunk  to  just  under 
1%,  according  to  the  Bank  Credit  Analyst. 

Meanwhile,  the  slump  in  the  Tokyo  stock  market  has  sharply  raised 
the  cost  of  equity  finance — and  rising  inflation  should  raise  investors' 
expectations  of  a  still  higher  rate  of  return. 

An  unquantifiable  factor  here  is  the  interlocked  behavior  of  Japanese 
keiretsu — the  giant  industrial  and  banking  houses — which  have  always 
lent  internally  at  below-market  rates.  The  liberalization  of  the  Japa- 
nese financial  markets  has  changed  this  less  than  was  anticipated. 

The  most  often  quoted  study,  by  the  New  York  Federal  Reserve  in 
1988,  shows  an  advantage  in  Japanese  capital  costs  of  over  60%  for 
machinery,  around  100%  for  factory  buildings  and  well  over  130%  for 
research  and  development,  with  a  ten-year  payback  period. 

The  New  York  Fed  defined  cost  of  capital  as  the  minimum  pretax  real 
rate  of  return  needed  to  pay  a  project's  financing  costs,  after  allowing 
for  depreciation,  corporation  taxes  and  any  investment  incentives. 

But  other  factors  that  reduce  the  gap  need  to  be  taken  into  account. 
The  U.S.  has  an  advantage  in  the  relative  price  of  equipment,  buildings 
and,  especially,  land.  In  terms  of  what  economists  call  purchasing 
power  parity  (what  money  actually  buys),  machinery  in  the  U.S.  is 
around  9%  cheaper  compared  with  Japan's  than  it  appears  when 
making  the  comparison  using  exchange  rate  conversions.  The  gap  for 
computers  and  automation  equipment  is  said  to  be  larger.  And  for 
nonresidential  buildings  such  as  offices  or  factories,  U.S.  construction 
is  reported  to  be  over  20%  cheaper  than  in  Japan. 

It  seems  no  coincidence  that  capital  investment  planning  has  slowed 
in  Japan,  to  a  7.3%  increase  in  real  terms  in  1990.  That's  healthy,  but 
down  on  the  11%  forecast  for  1990  made  by  the  Industrial  Bank  of 
Japan  last  September,  and  way  down  from  last  year's  19%  growth. 

As  CAPITAL  MARKETS  BECOME  GLOBAL,  SO,  in  theory,  they  should 
become  more  uniform.  The  changes  implied  in  the  tiade  agreement 
with  Japan,  announced  in  early  April — to  encourage  investment  in 
retailing,  and  to  open  Japan  to  more  imports — should,  over  time, 
absorb  capital  and  raise  the  cost  of  investment  by  hitherto  favored 
export  industries. 

As  Japan's  cost  of  capital  has  gone  up,  the  Bush  Administration  has 
given  a  high  priority  to  cutting  the  U.S.  cost  of  capital.  It  is  working  to 
encourage  more  savings,  and  to  cut  the  capital  gains  tax. 

Unlike  most  media  commentators,  the  Administration's  economists 
understand  that  the  current  capital  gains  tax  rate  simply  makes  U.S. 
capital  more  expensive — and  that  far  from  being  a  giveaway  to  the  rich, 
cutting  the  rate  would  help  make  the  economy  more  competitive. 
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Those  looking  for  confirmation  that  the  economy  is  slow- 
ing will  find  it  in  the  February  Forbes  Index:  It  fell  0.4%,  to 
a  16-month  low  (subject  to  possible  revision).  The  annual- 
ized figure  for  personal  income  hit  a  record  high  of  $2.75 
trillion  in  February,  but  the  growth  in  this  important 
component  is  slowing.  During  the  past  12  months  person- 
al income  rose  6.9%,  against  1 1.4%  one  year  earlier.  Man- 
ufacturers' new  orders  increased  2.6%  over  January's  de- 
pressed level,  but  they  are  still  lower  than  they  have  been 
at  any  time  since  September  1988. 


other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales'  year  to  date  vs.  1989 

Ward's  Automotive 

-0.1% 

Index  o(  leading  Indicators  February  vs.  January 

Dept.  of  Commerce 

1.0% 

Trade  balance  last  12  months 

Dept.  of  Commerce 

-$99  bil 

Producer  price  index^  February  vs.  1989 

Dept.  of  Labor 

5.1% 

GNP  4th  quarter  vs.  3rd — annualized  growth 

Dept.  of  Commerce 

l.l%t 

NBER  Experimental  Recession  Index^ 

Natl  Bureau  of  Economic  Research 

5.0% 

'U.S.  based  manufacturers  only  as  of  3/31/90.  ^Finished  goods.  ^February  1990.  tRevised 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements-.  Total  industnal 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  (1967  =  100) 
seasonally  ad|usted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 
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Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept.  of  Commerce) 


Retail  sales  ($billions) 

seasonally  adjusted  (Dept  of  Commerce) 
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Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept  of  Commerce) 
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Personal  income  ($billions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  installment  credit  ilbilliuiis)  total, 
seasonally  adjusted  (Federal  Reserve) 
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:morecars 
M^ock^hrakes, 
'DuwMdritbe 

Mat  was  it  they  taught  you 
in  driver's  ed?  Don't  panic.  Pimp  your 
^      brakes.  Locking  them  up  w  only 
^Ot^/^^  ^/^^T^  niake  the  skid  worse.  It  seemed 
(XL  jXJk^  ^B&O  lOf  simple  enough  at  the  time. 
In  an  emergency  however,  apson  ofen  finds  out  that  knowing  what  to  do 
and  doing  it  are  two  dinerent  thing?!  ^ 

But  anti-lock  brakes  are  designed  to  remember  what  to  do.  Every  time. 
In  effect  they  do  the  brake  pumping  for  you.  Many  times  a  second.  So  your 
\\dieels  don't  lock  up  and  you  can  stop  or  regain  control  of  your  car  more  quickly 
That  prevents  many  accidents,  and    i%iu% 
makes  manv  others  less  severe.        ^mT  T 

„  ^      lle^$^*at 
Allstate  is  doinsabout  it 

Wre  so  convinced  of  the  value  of  anti-lock  ^brakes,  we'll  offer  a  discount 
of  10%*  on  the  colMon  and  liability  prtions  of  your  auto  insurance  if  your  car  is 
quipped  with  four-#ieel  anti-lock  brake  systmis. 

This  is  just  one  of  the  ways  we're  working  to  lower  insurance  costs.  We're  also 
committed  to  making  a  real  change  in  the  car  insurance  system  itself.  And  making 
flisurance  more  affordable  for  everyone. 

In  the  meantime,  if  you'd  like  to  receive  alist  of  cars  quipped  with  anti-lock 
brakes,  write  to  us  at  Allstate  Consumer  Information 
Center,  Public  Issue  Department  300,  PO.  Box  7660, 
Mount  Prospect,  IL  60056-9961. 
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A  member  of  the        rT 
Sears  Financitd  Network  iM 


/lllstate 

\buVe  in  good  hands. 


WET^  COMMTITED  TO  BlJimiNG  A  CAR  INSURANCE  SY^^ 

►  ,»,„,,  r-  II  i,iv,>        I    I  I  Discount  not  availiible  in  some  States. 

In  New  York,  discount  is  5%  on  collision  and.i0.  on  liabilit\'  coverages.  Allstate  insurance  rx)mpan>;  Nortlibrook,  Illinois 
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The  Future  |s  Not  What  |t  Used  To  Be. 


•■Tfc. 


.-/ 


iHS^s^- 


\t\ 


*%iui.ji4i 


mimtmmmtitm 


Funny,   isn't  it, 

how  views  of  the  future 

change  so  rapidly. 

Just  ask  any  visionary  you 

happen  to  nneet. 

Today,  scores  of  people 

are  trunnpeting 

the  virtues  of  networking. 

We  at  Novell 
defined  the  industry.  Since 

then,  we  have  beconne 
synonynnous  with   Network 

Computing,  and   our 
software  products  are  now 
in  their  eighth  generation. 

You  see,  we're  not 

in  the  prediction   business. 

We're   in  the  reality 

business.  We  don't  look 

at  the  world  through 

a  crystal   ball.  We  look 

at  it  through  the  eyes 

of  our  custonners. 

Which   is  why,   if  you 

have  an  eye  on  the  future, 

you'd   do  well  to  consider 

the  people  who 

made   it  possible. 
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NOVELL 


The    Past,    Present,    and    Future 
of    Network    Computing. 


Forbes 


If  Mure  Rich,  charged  with  criminal  tax  evasion  and  fraud,  sets 
foot  'r  oe  U.S.,  he'll  end  up,  like  Manuel  Noriega,  in  handcuffs. 
But  Kicio's  biAsinesses  flourish  here,  and  so  does  his  profitable 
relationship  with  Houston  dealmaker  Charles  Hurwitz. 

Mutual  convenience 


By  Ralph  King  Jr. 


Maxxam  Chairman  Charles  Hurwitz 

Marc  Rich  hadjuat  what  he  needed:  cash. 


IF  THE  BUSINESS  WORLD  has  pro- 
duced a  champion  sleaze  in  recent 
years,  55-year-old  Marc  Rich 
owns  that  title.  A  native  of  Belgium, 
he  became  a  U.S.  citizen,  made  a  large 
fortune  here,  and  when  Uncle  Sam 
asked  him  to  pay  up  on  his  income 
taxes,  he  absconded  to  Zug,  Switzer- 
land, where  he  lives  in  lavish  tax- 
evading  splendor.  If  he  sets  foot  here. 
Rich  faces  handcuffs;  the  Justice  De- 
partment has  charged  him  with  crimi- 
nal tax  evasion  and  fraud.  So  blatant 
are  his  crimes  that  the  U.S.  govern- 
ment will  pay  a  reward  of  up  to 
$500,000  to  anyone  who  can  help 
bring  Rich  to  justice. 

But  stealing  from  the  tax  collector 
is  almost  the  least  of  Marc  Rich's 
scummy  tricks.  When  AyatoUah  Kho- 
meini and  his  gunmen  were  holding 
U.S.  diplomats  hostage  in  Tehran,  the 
estimable  Rich  was  helping  the  Aya- 
toUah by  dealing  in  Iranian  oil  when 
such  trading  was  banned  by  the  U.S. 
government. 

Nice  fellow.  Marc  Rich.  Neverthe- 
less, he  continues  to  do  business  here 
on  a  huge  scale.  Money  is  money,  and 
there  are  plenty  of  people  willing  to 
do  business  with  Rich.  One  such  is  a 
chap  named  Charles  Hurwitz,  49,  a 
smooth-talking  Houstonian  who 
owns  a  lot  of  southwestern  real  estate 
and  has  taken  over  several  large  com- 
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panics.  Hurwitz  operates  chiefly 
through  Los  Angeles-based,  American 
Stock  Exchange-traded  Maxxam  Inc., 
whose  biggest  holding  is  KaiserTech, 
the  parent  of  the  nation's  fourth-larg- 
est aluminum  maker.  Kaiser  Alumi- 
num &  Chemical  Corp. 

Marc  Rich's  fingerprints  are  all  over 
KaiserTech.  When  a  controlling  stake 
in  KaiserTech  was  up  for  grabs.  Rich 
and  Hurwitz  were  two  of  the  leading 
contenders,  until  Rich  quietly 
dropped  out.  Hurwitz,  who  ducks  our 
reporters,  says  through  a  spokesman 
that  he  has  never  spoken  to  Marc  Rich 
and  that  neither  Rich  nor  his  affiliates 
played  a  direct  role  in  his  KaiserTech 
takeover. 

Maybe  so,  but  there  is  no  doubt  that 
the  two  men  have  had  a  fruitful  busi- 
ness relationship. 

It  started  in  1988.  KaiserTech  was 
in  play  because  British  investor  and 
then  KaiserTech  Chairman  Alan 
Clore  had  missed  a  margin  call  on  the 
31%  block  of  company  stock  he 
owned.  In  January  Hurwitz  flew  to 
Paris  to  cut  a  deal  with  Clore.  Hur- 
witz took  an  option  on  Clore 's  con- 
trolling block,  paying  $1  million  for 
the  two-step  option  at  about  $13  per 
share.  The  option,  if  executed,  would 
give  Hurwitz  effective  control  of  Kai- 
serTech's  board. 

Meanwhile,  a  dozen  or  so  other  po- 
tential bidders  for  the  company 
emerged,  including  William  Simon's 
Wesray  Capital  Corp.  Wesray  offered 
I8V4  a  share  for  all  of  KaiserTech's 
shares,  40%  more  than  Hurwitz  had 
by  that  time  paid  for  half  of  the  block 
imder  option.  Wesray  thought  it  had  a 
deal,  but  when  the  board  sat  down  to 
vote,  Hurwitz  nominee  William  Le- 
one abruptly  offered  19Vs  a  share  on 
Hurwitz'  behalf.  Wesray  never  had 
another  chance  to  bid,  nor  did  anyone 
else.  Hurwitz  had  the  company. 

Where  did  Marc  Rich  come  in?  Al- 
though he  made  his  original  money 
trading  in  oil.  Rich  several  years  ago 
decided  to  expand  his  aluminum  ac- 
tivities \Yhile  big  producers,  such  as 
Alcoa  ar\d  hard-hit  KaiserTech  were 
cutting  output.  Operating  interna- 
tionally from  his  Swiss  tax  haven. 
Rich  plays  an  influential  role  in  ma- 
nipulating aluminum  ingot  prices 
since  he  has  tied  up  under  contract 
most  of  the  world's  independent  alu- 
mina— the  semirefined  ore — plus  big 
chunks  of  .independent  smelting  ca- 
pacity (Forbes,  Dec.  29,  1986].  His 
control  of  refineries  in  places  like  Ja- 
maica and  Sardinia  makes  him  second 
only  to  Alcoa  in  alumina  sales.  He  is 
also  by  far  the  world's  largest  indepen- 
dent seller  of  aluminum  ingot. 

Having    taken    over    KaiserTech, 


Hurwitz  had  what  Rich  wanted:  addi- 
tional alumina  to  boost  Rich's  control 
of  the  international  market.  And  Rich 
had  what  Hurwitz  needed  to  pay  off  a 
$925  million,  high-cost  bridge  loan: 
cash.  Rich's  companies  paid  Hurwitz' 
company  $435  million  for  three-year 
contracts  on  800,000  tons  of  alumina 
per  year  plus  a  smelter  and  rolling 
mill  in  Ravenswood,  W.  Va.  Almost 
immediately,  Hurwitz  used  the  cash 
to  get  out  from  under  the  risky  bridge 
loan,  refinancing  KaiserTech's  dimin- 
ished debt  at  far  lower  interest  rates 


Gamma-Liaison 


Marc  Rich 

Wanted,  $500,000  reward. 

last  December.  In  just  12  months, 
Maxxam  cut  its  debt-to-equity  ratio 
from  22-to-l  to  7-to-I.  Cash  flow  in 
1990  will  cover  interest  expenses 
three  times  over,  a  comfortable  cush- 
ion. Almost  all  its  surplus  alumina 
and  ingot  have  been  hedged  for  up  to 
three  years  at  attractive  prices. 

To  what  extent  did  Hurwitz  and 
Rich  act  in  collusion  when  Hurwitz 
bought  KaiserTech?  We  don't  know, 
but  we  do  know  that  when  Hurwitz 
got  serious.  Rich's  companies  did  not 
bid  as  expected  for  KaiserTech.  We 
know,  too,  that  Rich's  cash  got  Hur- 
witz out  of  debt  trouble  at  a  conve- 


nient time  while  strengthening  Rich's 
octopus-like  power  in  the  interna- 
tional marketplace. 

How  does  Rich's  organizat;o.i  get 
away  with  owning  rich  asset  nd 
contracts  here  at  a  time  when  the  • '  S 
government  is  unable  to  collect  on 
multimillion-dollar  claim  again^ . 
Rich  himself?  Shrewd  legal  maneu- 
vering. In  1984  Rich  agreed  to  pay 
$171  million  to  settle  the  U.S.  govern- 
ment's civil  charges  against  Rich's 
U.S.  operating  arm.  Clarendon  Ltd., 
for  tax  evasion  and  contempt.  The 
criminal  charges  against  Rich  and  his 
partner,  Pincus  Green,  still  stand. 

But  Clarendon  was  allowed  to  re- 
sume operations  after  Rich  claimed 
he'd  sold  it  to  an  unindicted  partner  in 
Switzerland.  The  Justice  Department 
believes  that  Rich  still  controls  it.  In 
any  case.  Clarendon,  which  is  com- 
mercially indistinguishable  from  the 
rest  of  the  Rich  organization,  has  ex- 
tensive assets  in  the  U.S.  Clarendon's 
president  is  the  co-owner  of  an  outfit 
called  Oralco  Management  Services. 
Oralco,  with  operations  in  Ohio,  Lou- 
isiana and  the  U.S.  Virgin  Islands,  em- 
ploys 4,500  people. 

Apparently,  the  U.S.  government 
cannot  lay  hands  on  any  of  this. 

So  Marc  Rich  is  smug  and  happy, 
and  so  is  Charles  Hurwitz.  Hurwitz 
controls  60%  of  Maxxam's  voting 
stock,  worth  $140  million  at  a  recent 
$40  per  share.  That's  up  from  $10 
when  Maxxam  first  went  after  Kaiser- 
Tech. In  1989,  as  Maxxam  chairman, 
he  paid  himself  $8  million  in  cash. 

What  will  Hurwitz  do  next?  A  per- 
sistent rumor  on  Wall  Street  has  it 
that  he  wants  to  take  Maxxam — and 
hence  KaiserTech — private,  at  some- 
thing like  $72  per  share.  One  fly  in 
that  ointment  may  be  Dallas  specula- 
tor Harold  Simmons,  who  has  been 
trying  to  take  over  Lockheed. 

Until  a  few  months  ago,  Hurwitz 
and  Simmons  had  been  friends,  tennis 
companions  and  weekend  visitors  to 
each  other's  homes.  But  when  Hur- 
witz learned  that  Simmons  had 
bought  a  13.8%  stake  in  Maxxam, 
Hurwitz  called  up  in  a  rage  and  asked 
Simmons  to  stop.  Simmons  made  no 
promises.  Hurwitz  began  to  shout, 
called  Simmons  a  liar,  and  hung  up. 
Today,  Simmons,  the  second-largest 
shareholder,  controls  14.6%.  The  two 
former  friends  are  muttering  about 
lawsuits. 

And  what  of  Marc  Rich?  While  U.S. 
businessmen  like  Charles  Hurwitz 
line  his  pockets,  he  thumbs  his  nose 
at  the  federal  government  from  his 
weekend  villa  on  Spain's  Costa  del 
Sol,  savoring  his  billionaire  status  and 
his  ever-present  $10  cigars.  ■ 
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Could  all  the  land  of  liitle  Japan  really  be 
worth  nearly  four  times  all  the  land  in  the 
U.S.?  The  Japanese  stock  market  seems  fi- 
nally to  be  saying  no. 


1 


lie  land  of  the 
setting  property 
values 


By  Stuart  Flack 


HAVE  Japanese  real  estate 
prices  finally  hit  the  wall? 
That  is  one  reasonable  con- 
clusion from  this  year's  carnage  on 
the  Tokyo  stock  market.  For  the  first 
quarter,  the  broad  Nikkei  average  fell 
23%.  But  share  prices  of  Japan's  20 
largest  publicly  traded  landholders 
fell  30% .  Some  lost  nearly  half  their 
value  (see  chart). 

No  one  should  be  surprised  if  Japa- 
nese real  estate  prices  have  finally 


peaked.  Fueled  by  easy  money  and 
aggressive  speculation,  the  prices 
were  getting  ridiculous.  At  the  begin- 
ning of  the  year,  the  value  of  all  the 
land  in  Japan,  which  is  smaller  than 
California,  came  to  $14  trillion — 
nearly  four  times  the  value  of  all  the 
land  in  the  U.S. 

Quoted  prices  for  Japanese  real  es- 
tate are  rough  approximations  of  true 
value.  Large  properties  rarely  change 
hands,  and  government  land  indexes 
that  track  real  estate  values  are  not 
always  reliable.   Thus,   the  slide  of 


"land"  stocks  becomes  especially  in- 
teresting. So  closely  have  these  stocks 
become  intertwined  with  the  value  of 
Japanese  real  estate  that  they  have 
become  proxies  for  the  price  of  land. 

What  do  the  proxies  say?  Shares  in 
the  two  largest  landholders  among 
publicly  traded  companies,  Oji  Paper 
and  Jujo  Paper,  sank  43%  and  38%, 
respectively,  in  the  first  quarter.  And 
take  a  look  at  Japan's  three  largest 
publicly  traded  real  estate  companies: 
Mitsui  Real  Estate  dropped  44%;  Mit- 
subishi Estate  fell  39%,  and  Sumi- 
tomo Realty  was  off  36%.  Land-rich 
steelmaker  nkk  dropped  37%  and 
shipbuilder  ihi,  hyped  heavily  last 
year  for  its  "undervalued"  landhold- 
ings,  was  down  35%. 

No  one  is  rushing  to  get  into  the 
stocks  even  at  current  prices.  Japan's 
stock  market  slid  for  good  reasons, 
including  the  rising  interest  rates  that 
have  been  necessary  to  support  the 
yen  and  dampen  inflation.  William 
Sterling,  chief  international  econo- 
mist at  Merrill  Lynch,  has  done  some 
interesting  empirical  work  on  relative 
Japanese  land,  stock  and  bond  values. 
According  to  Sterling,  at  the  currently 
high  interest  rates,  Japanese  investors 
can  get  a  7%  yield  from  Japanese  cor- 
porate bonds,  compared  with  the 
skimpy  1.5%  yield  from  investments 
in  land  (and  a  .5%  dividend  yield  on 
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equity  investments). 

For  the  relationship  between  bond 
yields  and  land  returns  to  get  back  to 
the  historic  norm,  Merrill's  Sterling 
estimates  that  either  rents  in  Japan 
must  rise  by  70%,  or  land  values  must 
fall  by  40%.  Rent  increases  of  that 
magnitude  would  be  socially  unac- 
ceptable. On  the  other  hand,  a  40% 
markdown  on  property  values  would 
imply  a  paper  loss  of  over  $5  trillion 
for  Japanese  land  values. 

Interestingly,  some  stocks  have 
emerged  relatively  unscathed  from 
the  recent  Tokyo  collapse.  This  is  es- 
pecially true  of  export-oriented  firms, 
which  will  be  helped  by  the  falling 
yen.  Although  Japanese  carmakers 
Honda  and  Toyota  own  lots  of  land, 
Honda  shares  declined  4%  and  Toyo- 
ta's shares  were  off  only  13%  in  the 
first-quarter  meltdown. 

"These  stocks  never  had  to  be 
hyped  real  estate  plays,"  says  George 
Noble,  portfolio  manager  of  Fidelity 
Overseas  Fund.  "The  stocks  sold  on 
the  strength  of  the  businesses  alone." 

At  the  other  end  of  the  spectrum  is 
Tokyo  Gas  Co.,  which  owns  huge 
amounts  of  land  in  Tokyo.  In  1949 
Tokyo  Gas  stock  sold  for  155  yen  a 
share.  In  1985  it  traded  for  160.  On 
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Buildings  on  Tokyo  harbor 

Marginal  land  once/etched  astronomical  prices.  Does  it  still? 


Jan.  I,  1990,  after  being  touted  as  a 
real  estate  play,  Tokyo  Gas  shares 
were  trading  for  1 170,  a  600%  rise  (in 
yen,  much  more  in  dollars)  in  a  five- 
year  period. 

Currently,    Tokyo    Gas    trades    at 


around  700  yen.  But  even  that  price  is 
87  times  earnings,  and  18  times  last 
year's  cash  flow.  Fidelity's  George 
Noble  put  his  view  of  Tokyo  Gas 
bluntly.  "It  was  cut  in  half  once,"  he 
says.  "It  will  be  cut  in  half  again."  ■ 


If  military  bases  were  in  the  private  sector, 
they  could  be  taken  over  and  the  assets 
reallocated  to  their  best  uses.  The  deficit 
would  fall.  It's  too  sensible  to  happen. 


Base  politics 


By  Howard  Banks 


A  FEW  YEARS  AGO  the  locals  on 
Key  West  couldn't  agree  what 
b  to  do  with  the  Navy's  urineed- 
ed  100-acre  Truman  Annex.  The 
trendy  resort  area's  last  parcel  of  un- 
developed land,  the  annex  was  seedy 
and  run  down.  But  it  faces  soft,  blue- 
green  waters  teeming  with  fish,  and 
looks  smack  into  Key  West's  famous 
sunset  view. 


The  government  considered  build- 
ing low-income  housing  on  the  site, 
but  local  pressure  blocked  that  idea. 
Instead,  the  Truman  Annex  was  auc- 
tioned off  in  1986  to  a  private  develop- 
er for  $17.5  million.  When  completed 
in  1991,  it  will  be  home  to  350  units 
of  luxury  condominiums,  three  or 
four  parks,  more  than  40  shops  and 
restaurants  and,  on  a  Navy-made  off- 
shore island  once  used  for  fuel  stor- 
age, a  Ritz-Carlton  hotel  and  a  yacht 


club.  The  $250  million  project  already 
is  generating  jobs  and  adding  to  the 
local  tax  base.  It  is  also  an  object  les- 
son in  what  could — but  probably 
won't — be  done  with  thousands  of 
military  bases  that  become  redundant 
as  the  cold  war  thaws. 

The  Pentagon  has  publicly  admit- 
ted that  only  312  of  the  country's 
4,000-odd  domestic  bases  are  truly  es- 
sential. Because  auctioning  off  bases 
would  both  raise  money  in  the  short 
run  and  save  money  in  the  long  run, 
privatizing  redundant  bases  would 
put  a  significant  dent  in  the  budget 
deficit. 

What  of  local  politicians'  fears  of 
the  loss  of  jobs  and  taxes  when  a  base 
is  closed?  A  Penta.<^on  study  of  100 
bases  closed  up  to  1976  shows  that 
more  direct  jobs  were  created  than 
lost,  mostly  at  new  industrial  parks. 
The  study  further  showed  that  local 
tax  revenues  also  increased  once 
bases  were  converted  to  civilian  uses. 

Other  social  problems  can  also  be 
addressed  by  closing  bases.  The  con- 
gestion now  strangling  many  of  our 
key  national  airports,  for  example, 
could  be  eased  by  transferring  some 
military  air  bases  to  civilian  use. 
There  is  no  shortage  of  private  sector 
money  available  to  develop  and  oper- 
ate these  airports. 

Like    most    sensible    ideas    over 
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The  U.S.  Army's  1,400-acre  Presidio,  overlooking  the  Golden  Gate  Bridge  and  Sa?i  Francisco  Bay 

Some  36  acres  might  be  sold  to  private  developers;  at  current  market  prices,  up  to  $1.5  million  per  acre. 


which  poHticians  have  control,  priva- 
tizing miHtary  bases  has  Httle  chance 
of  being  put  into  practice  on  any  sig- 
nificant scale. 

After  Congress  rejected  the  Air 
Force's  attempt  to  close  Loring  Air 
Force  base  in  northern  Maine  in  1976, 
no  major  bases  were  closed  for  ten 
years;  and  only  a  few  have  been  since 
1986.  Congress  has  successfully  con- 
cocted a  web  of  bureaucracy  that 
makes  the  entire  process  daunting. 
Just  the  first  step,  which  the  law  says 
can  take  place  only  when  the  defense 
budget  is  submitted  each  January,  is 
the  submission  of  six  technical  stud- 
ies, on  the  environmental,  fiscal,  bud- 
getary, operational,  strategic  and  so- 
cioeconomic consequences.  Only 
then  can  a  tortuous  series  begin  of 
hearings  before  the  Armed  Service 
committees  of  both  Houses  and  mul- 
tiple hearings  before  other  commit- 
tees. Elapsed  time  here  can  easily 
stretch  to  three  to  five  years. 

"You  have  to  do  legislative,  politi- 
cal and  regulator/  handsprings  for 
years  before  you  can  pull  anything  off, 
if  you  can  succeed  at  all,"  says  Ste- 
phen Steckler  of  Price  Waterhouse's 
Washington  office  and  an  expert  on 
converting  military  bases. 

The    Defense    Department's    Base 


Closing  Commission  has  picked  what 
it  considers  to  be  the  first  86  installa- 
tions that  should  be  closed.  Most  are 
little  more  than  supply  depots  and 
warehouses.  But  there  is  a  jewel  in  the 
list:  the  Army's  Presidio,  overlooking 
the  Golden  Gate  Bridge  and  San  Fran- 
cisco Bay.  Originally  built  to  defend 
the  '49er  gold  rushers  against  the  Indi- 
ans, the  Presidio  comprises  1,400 
acres  of  some  of  the  most  scenic  real 
estate  in  the  country. 

Much  of  the  land,  however,  is  al- 
ready spoken  for.  Most  has  to  revert  to 
the  Park  Service  to  join  the  73,000 
acres  in  the  Golden  Gate  national 
recreation  area.  There  is  a  Veterans 
Administration  Hospital  on  the 
grounds  as  well;  va  hospitals  have 
always  proven  politically  untouch- 
able. Nevertheless,  there  are  slightly 
more  than  36  acres  that  might  be  sold 
to  private  developers,  at  current  mar- 
ket prices  of  up  to  a  low-sounding 
$1.5  million  per  acre.  Despite  the  bay 
views,  local  developers  expect  severe 
limits  to  be  put  on  development  (re- 
stricting it  to  a  small  number  of  low- 
rise  condos  and  maybe  a  few  shops), 
sharply  cutting  the  land's  value.  In 
fact,  the  betting  is  that  local  politi- 
cians will  try  to  push  those  36  acres 
into  the  parks  system  as  well. 


Under  the  law,  if  one  branch  of  the 
armed  services  has  the  nerve  to  admit 
that  one  of  its  bases  is  unneeded,  then 
the  other  armed  services  can  claim 
that  base.  After  that,  the  state  and 
local  governments  can  claim  it.  Only 
if  none  of  the  above  is  interested  can 
private  parties  make  their  offers.  Says 
Robert  Poole,  president  of  the  Reason 
Foundation,  a  long-standing  and  in- 
fluential advocate  of  privatization: 
"We  have  to  get  beyond  a  system 
which  tends  to  give  the  private  sector 
the  castoffs." 

The  Pentagon  has  actually  budget- 
ed some  $3  billion  to  cover  the  costs 
of  closing  the  86  bases  listed  by  the 
Base  Closing  Commission — examples 
include  George  Air  Force  Base,  north 
of  San  Bernardino,  Calif.,  and  the 
Brooklyn  Naval  Station,  in  New 
York.  Selling  or  auctioning  the  most 
attractive  ones  would  cover  a  nice 
part  of  that  cost.  And  the  state  and 
local  authorities  would  still,  through 
zoning  controls,  have  a  hand  in  how 
the  bases  were  redeveloped.  The  eco- 
nomic case  for  selling  underused 
bases  to  the  private  sector  is  clear. 

"Such  a  policy  change  would  make 
perfect  sense,"  says  one  White  House 
insider.  "In  Washington  it  will,  there- 
fore, probably  never  happen."  ■ 
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More  than  Soviet  troops  stand  between 
Lithuania  and  independence.  Fifty  years  of 
socialism  have  ruined  its  economy  for  any- 
thing hut  selling  goods  in  the  Soviet  Union. 

Chicken — but 

Where's  the 

chicken  soup? 


By  Marcia  Berss 


AN  American  of  Lithuanian  de- 
scent, I  visited  Vilnius  last 
b  month  as  Soviet  helicopters 
buzzed  threateningly  overhead.  At 
the  Council  of  Ministers  of  the  self- 
proclaimed  Republic  of  Lithuania,  Di- 
rector of  Industry  Petras  Navikas  ex- 
plained to  me  that  more  than  nation- 
alism drives  his  little  country's 
insistence  on  secession  from  the  Sovi- 
et Union:  "Soviet  economic  reforms 
have  yielded  nothing.  So  we  have  no 
other  way."  Despairing  of  economic 
rejuvenation  within  the  Soviet  sys- 
tem, Lithuanians  have  practical  rea- 
sons to  strike  out  on  their  own.  Even 
if  they  end  up  somewhat  short  of  total 
independence,  they  can  at  least  hope 
to  build  a  market  economy — a  euphe- 
mism for  capitalism,  for  capitalism  is 


a  phrase  few  here  dare  utter. 

In  what  should  be  a  thriving  econo- 
my, the  failures  of  socialism  are  obvi- 
ous everywhere.  Before  World  War  II, 
when  Lithuania  was  independent,  jt 
boasted  a  standard  of  living  higher 
than  Denmark's.  Today  Denmark  has 
a  per  capita  gross  national  product  of 
$15,000;  Lithuania,  $3,000.  Lithuania 
has  about  a  hundred  miles  of  Baltic 
Sea  coastline,  but  there  is  little  fish  in 
the  stores;  apple  orchards  stretch  end- 
lessly in  the  countryside,  yet  there  are 
no  apple  desserts  in  restaurants;  the 
land  has  forests,  but  paper  products 
are  pitifully  few. 

This  tiny  nation  of  3.7  million  peo- 
,ple  (equal  in  population  and  geograph- 
ic size  to  Ireland)  knows,  for  all  the 
brave  talk  of  its  leaders,  its  economic 
fate  will  remain  tied  to  the  Soviet 
Union.  Half  of  Lithuania's  economy 


Kenneth  jarecke/CONTACT  Press  Images 


A  farm  in  Gargzdai,  Lithuania 

Moscow  h€is  agreed  that  agriculture  will  be  owned  by  private  farmers. 


is  agricultural  production,  mainly 
meat  and  milk,  and  what  it  doesn't 
eat  is  bought  by  the  Soviet  Union. 
The  rest  of  the  output  is  small  .';dus- 
trial  products,  like  tractor  part  ,  nd 
consumer  electronics,  like  color  r  - 
vision  sets,  sold  in  the  Soviet  Un; 
at  four  times  world  prices.  Real  cos  , 
in  agriculture,  too,  are  probably  sever- 
al times  higher  than  in  the  West,  be- 
cause of  lack  of  mechanization,  poor 
organization  and  lack  of  incentives. 
Anyhow,  there  is  no  need  to  produce 
quality  products  or  to  keep  costs 
down;  the  Soviets  will  take  anything 
you  give  them,  and  there  is  no  incen- 
tive for  efficiency  since  losses  are  ab- 
sorbed by  the  state.  It  will  take  time 
to  redirect  even  part  of  this  economy 
to  compete  in  free  markets. 

Nor  is  Lithtiania  entirely  the  loser 
in  its  dealings  with  the  Soviet  center. 
In  exchange  for  its  substandard  prod- 
ucts, Lithuania  gets  all  its  oil  and  gas 
from  the  Soviets  at  less  than  half 
world  prices.  When  Soviet  economist 
Vladimir  Kvint  wrote  (Forbes,  Feb.  19] 
that  Russia  itself  should  secede  from 
the  Soviet  Union,  he  was  choosing  an 
ironic  tone  to  make  a  valid  point: 
While  Russia  exploits  its  satellite 
areas,  they,  in  their  way,  exploit  back. 
The  whole  Soviet  Union  is  an  ineffi- 
cient system  where  virtually  every- 
body is  subsidized  and  everyone  is 
exploited  except  for  a  small  ruling 
elite.  Underpaid,  workers  under- 
work, and  the  result  is  a  low  standard 
of  living  for  almost  everyone. 

Impatient  with  the  pace  of  Soviet 
reform,  the  fledgling  government  of 
Lithuania  has  already  recognized  pri- 
vate property,  something  Moscow  is 
still  dithering  about.  It  has  authorized 
a  central  bank  that  plans  to  issue  cur- 
rency by  year-end — if  the  Soviet  army 
permits  it.  Next  on  the  agenda:  laws 
permitting  commercial  banks  and  pri- 
vate companies,  legislation  governing 
bankruptcy  and  income  taxes. 

The  capital,  Vilnius,  is  a  pleasant, 
well-kept  city  of  600,000  with  a  Scan- 
dinavian-Germanic f",el,  and  none  of 
the  monolithic  buildings  or  sterile, 
wide  avenues  of  Russian  cities.  Find- 
ing one's  way  around  is  difficult  for  a 
foreigner  because  the  locals  are  busy 
revising  street  names  from  Russian  to 
Lithuanian,  making  city  maps  use- 
less. So,  Lenino  Prospektas,  the  Madi- 
son Avenue  of  Vilnius,  is  now  Gedi- 
mino  Prospektas,  named  for  the  14th- 
century  founder  of  the  city.  Outside 
the  capital,  on  the  side  of  a  modem 
highway,  capitalism  flourishes  in  a 
flea  market  where  Poles  from  across 
the  nearby  border  and  Lithuanians 
haggle  over  prices  of  clothes  and  stere- 
os. Further  down  the  road,  the  Rus- 
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77^6"  wann-water  Baltic  Sea  port  at  Klaipeda 

Handling  some  10%  of  the  V.S.SJl.'s  hard-currency  oil  export  earnings. 


sian  stamp  is  evident  in  Electricity 
City,  an  impersonal  high-rise  devel- 
opment set  in  farmland  to  house 
w^orkers  from  the  nearby  electric 
plant.  And,  off  the  highw^ay,  the  coun- 
tryside looks  Third  World,  where  vil- 
lages are  connected  by  dirt  roads  and 
have  more  horses  and  carts  than  cars. 

In  seeking  to  hang  on  to  some  con- 
trol over  Lithuania,  the  Soviets  claim 
to  be  protectors  of  local  minorities; 
the  country  is  80%  Lithuanian,  the 
rest  is  Russian,  Polish,  Jewish.  But 
Josef  Faivel,  a  young  Jewish  engineer, 
says  his  religion  has  not  hurt  his  ca- 
reer advancement  as  it  would  have 
done  even  today  in  Russia,  since  there 
is  much  less  anti-Semitism  in  Lithua- 
nia. To  Russian  offers  to  save  him 
from  Lithuanian  nationalism,  his  re- 
ply is:  No  thanks. 

Say  this  for  the  Soviets:  Even  while 
they  shake  their  mailed  fist  at  Lithua- 
nia, they  negotiate.  Industry  chief  Na- 


vikas  says  Lithuania  is  talking  with 
Moscow  over  which  enterprises  will 
stay  in  Lithuanian  hands,  which  will 
be  retained  by  the  Soviets,  which  held 
in  joint  ventures.  He  says  Moscow  has 
agreed  agriculture  will  be  owned  by 
Lithuania's  farmers. 

One  asset  Moscow  will  almost  cer- 
tainly not  turn  over  is  Lithuania's 
warm-water  Baltic  Sea  port  at  Klaipe- 
da. Adolf  Hitler  knew  its  importance, 
seizing  Klaipeda  in  1939  before  the 
Russians  took  the  rest  of  the  country 
in  1940.  The  port  is  a  midget  versus 
the  Soviet  Union's  big  Baltic  Sea  out- 
let, Leningrad.  But  besides  being  the 
only  port  on  the  Baltic  that  doesn't 
freeze,  it's  the  only  one  that  can  ex- 
port Soviet  heavy  oil,  handling  an  es- 
timated 10%  of  the  Soviet  Union's 
hard-currency  oil  export  earnings. 
Lithuania's  new  government  earlier 
this  year  contacted  U.S.  engineers 
about  modernizing  Klaipeda,  which 


now  handles  twice  the  tonnage  it  was 
built  for.  The  Lithuanians  tell  the 
Russians  they  want  to  improve  the 
port  so  they  can  give  better  service. 
The  real  reason  is  Lithuanians  want 
extra  capacity  should  the  Russians 
cut  off  their  oil,  forcing  them  to  im- 
port by  sea.  Says  Jonas  Laniauskas, 
^chairman  of  Lithuania's  energy  com- 
mittee: "Any  sensible  government 
must  not  depend  on  one  source  for 
vital  resources."  He  believes  the  port 
will  initially  be  held  jointly  with  the 
Soviet  Union,  and  only  in  the  long  run 
by  Lithuania  alone. 

At  best,  then,  total  independence 
for  Lithuania  is  a  long  way  off.  It 
needs  hard  currency  but  doesn't  have 
much  that  the  non-Soviet  world 
wants.  As  an  independent  state,  Lith- 
uania exported  meat  to  Western  Eu- 
rope. Even  if  Lithuania  could  now  get 
its  meat  past  Western  Europe's  noto- 
riously protectionist  farmers,  the 
quality  isn't  up  to  par.  Concedes  Na- 
vikas:  "We  understand  our  goods 
can't  penetrate  Western  markets." 

Another  example:  Lithuania  is  a 
major  producer  of  television  set  parts 
for  the  Soviet  Union  and  has  been 
working  with  Coming  Inc.  to  mod- 
ernize its  obsolete  television  screen 
plant.  Pierre-Louis  Roederer,  vice 
president  of  Corning  International 
Corp.,  says  the  plant  will  make  prod- 
uct competitive  with  Western  stan- 
dards if  the  project  is  completed,  but 
he's  not  optimistic  given  the  political 
environment.  And  even  if  Lithuania 
can  bring  its  tv  sets  up  to  Western 
standards,  where  is  the  market  in  a 
world  already  glutted  with  tvs? 

Lithuanians  take  hope  from  neigh- 
boring Finland,  a  small  country  with 
strong  economic  ties  to  the  Soviet 
Union  and  the  rest  of  the  world.  Fin- 
land enjoys  political  independence — 
if  circumspectly.  A  more  forlorn  hope 
is  that  Lithuania  could  become,  like 
Hong  Kong,  a  capitalist  enclave  on  the 
rump  of  a  Communist  giant. 

"What  can  wc  do?"  nervously 
laughs  Zenas  Kazenas,  a  middle-aged 
graphic  designer.  "There  arc  25  tanks 
for  every  person  in  Vilnius."  But  the 
Soviet  will  to  use  the  tanks  has  di- 
minished since  Moscow  crushed  anti- 
Communist  movements  in  Eastern 
Europe  decades  back.  Thus  the 
chances  are  good  the  Soviet  military 
movements  on  the  one  hand  and  Lith- 
uanians' demands  for  total  indepen- 
dence on  the  other  arc  a  poker  game 
that  will  end  in  a  draw,  with  the  lo- 
cals getting  less  than  they  would  like, 
and  the  Russians  giving  up  more  than 
they'd  like.  (For  thoughts  on  an  ulti- 
mate compromise,  see  Fact  &  Com- 
ment,/;. /9)  ■ 
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Electronic  components  are  a  bit  like  this. 


>crm% 


The  peppery  furrow 
mussel  lives  a  protec- 
ted life  snug  inside  its 
tigtitly  sealed  shell. 
Two  siphons  control  its 
feeding  cycle. 


Certain  electronic 
components  require 
hermetic  seals,  too. 
Schott's  glass-to-me- 
tal seals  safely  isolate 
the  protecting  package 
from  its  connecting 
wire. 


■ 


Nestled  a  few  inches  down  in 
the  sand,  the  peppery  furrow 
mussel  waits  for  the  tide  to 
come  in.  Like  some  bivalve 
snorkeler,  when  the  water  is  up 
it  raises  its  two  siphons  to  trap 
food  and  get  rid  of  waste.  Its 
two  shells  remain  clamped 
tight,  protecting  it  from  outside 
interference. 

Electronic  components 

built  with  Schott  packages 
work  on  the  same  principle. 
Like  shells  to  the  mussel  they 
provide  a  protective  case 
consisting  of  a  metal  cap  and 
matching  header  or  base. 
Their  innards  could  be  a 
quartz  crystal  or  any  other 
electronic  chip.  These  inner 
organs  work  accurately  and 
dependably  only  when 
hermetically   protected   from 


environmental  influences.  But, 
of  course,  they  still  have  to  be 
connected  to  the  outside  for 
electrical  input  and  output. 

How     can     this     be 

achieved  while  keeping  the 
hermetic  seal  intact?  For 
decades  Schott  has  been 
developing  special  glasses  to 
match  the  thermal  expansion 
characteristics  of  various  me- 
tals and  alloys.  Special  glass 
is  the  basic  component  for  the 
manufacture  of  glass-to-metal 
seals  between  connecting 
wires  and  the  base  metal  that 
ensures  a  hermetic  seal  and 
high  insulation  over  a  wide 
temperature  range. 

Glass  -  to  -  metal  seals 

are  only  one  example  of  how 
Schott's  innovative  develop- 
ment   responds   to    specific 


needs.  In  today's  world,  spe- 
cial glass  and  related  pro- 
ducts help  keep  technology 
advancing. 

Schott        worldwide: 

50,000  products,  50  pro- 
duction facilities,  represented 
in  more  than  100  countries, 
with  over  $  1  billion  in  sales. 
Schott  in  North  Amer- 
ica: 11  companies  employing 
more  than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to  Schott  Corporation, 
Department  F 11,  30dellPlaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass. 
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able  con^any  like 
for  csmital? 


When  you're  a  young  but  rapidly  growing  company,  it's 
hard  to  raise  capital  on  terms  you  can  live  with. 

Even  if  you're  already  good  and  profitable. 

But  then,  you  probably  don't  need  us.  The  Stuart-James 
Company,  to  tell  you  that. 

What  you  do  need  us  for  is  to  show  you  how  to  arrange 
an  initial  public  offering.  So  you  can  raise  from  $3  to  $6 
million- without  losing  control  of  your  business. 

It  won't  come  easy,  of  course.  Our  corporate  finance 
people  will  give  your  company  a  rigorous  assessment. 

We'll  make  sure  we  understand  your  business  before  we 
decide  whether  it's  a  good  investment  for  our  clients. 

But  once  we've  agreed  to  underwrite  you,  we'll  live  up  to 
the  promises  we  make.  And  we  have  just  the  retail  distribution 
system  to  do  it. 

Our  nationwide  retail  network  includes  43  offices,  with 
over  1000  brokers.  And  over  100,000  customers  who  look  to  us 
for  attraaive  investment  opportunities. 

And  if  it  makes  sense,  we  can  also  syndicate  your  public 
offering- through  other  fine  firms. 

The  way  your  business  is  growing,  you  shouldn't  have  to 
scramble  for  capital. 

With  a  little  help  from  us,  you  won't. 

Contact  David  McKearnan,  Executive  Vice  President,  or 
Lisa  Roberts,  Senior  Vice  President,  The  Stuart-James  Company, 
805  Third  Avenue,  New  York,  NY  10022.  (212)  758-4665. 


Members. IRC.  N.A.S  D.  M.S.E.  ©  1990  The  Stuart-James  Company  Incorporated 
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The  Stuart-James  Company 

Where  entrepreneurs  come  for  capital 


Scandal-plagued  Kinder-Care  renamed  it- 
self Enstar,  but  boss  Richard  Grassgreen 
doesnt  seem  to  have  changed.  Stockhold- 
ers are  otitraged.  The  feds  are  probing. 


By  Graham  Battim 


e  grass  is 
no  greener 


Enstar  Chairman  Richard  Grassgreen 

Lawsuits  piling  up  like  semitrailers  at  a  tollhooth. 


ENSTAR  Chairman  Richard 
Grassgreen  sounds  a  bit  like  a 
TV  preacher  who  hopes  to  hang 
on  to  his  ministry  even  after  being 
caught  in  the  choir  loft  doing  things 
he  shouldn't  be  doing  with  a  14-year- 
old  girl.  "We've  got  to  regain  credibil- 
*  ity  with  shareholders  and  make  sure 
they  realize  value  in  the  price  of  their 
stock,"  he  says  piously,  apparently 
hoping  no  one  will  remember  how  he 
treated  stockholders  in  the  past. 

The  shareholders,  however,  have 
sound  reason  to  sneer  at  Grassgreen's 
piety — they  still  aren't  faring  well. 

Richard  Grassgreen,  50,  heads 
Montgomery,  Ala. -based  Enstar 
Group,  Inc.,  nee  Kinder-Care  (Forbes, 
May  16,  1988].  Kinder-Care  began  life 
as  the  operator  of  a  chain  of  child-care 
centers.  A  lawsuit  that  followed  pub- 
lication of  our  1988  article  charged 
Grassgreen  and  his  former  sidekick 
Perry  Mendel  with  all  manner  of  mis- 
deeds: squandering  Kinder-Care  re- 
sources and  indulging  in  illegal  profits 
in  cormection  with  Kinder-Care's 
nonsensical  diversification  into  finan- 
cial services,  shoe  retailing  and  the 
deer  hvmting  magazine  Buckmasters. 
The  suit  was  settled  when  Kinder- 
Care  agreed  to  appoint  outside  direc- 
tors as  watchdogs  over  management's 
doings. 

To  bring  some  desperately  needed 
cash  to  the  till,  management  agreed  to 
sever  the  child-care  centers  from  the 
rest  of  the  company.  Existing  share- 
holders would  get,  tax  free,  shares  in 
the  separate  child-care-center  compa- 
ny, Kinder-Care  Learning  Centers 
Inc.,  13%  of  whose  stock  had  already 
been  sold  to  the  public. 

The  parent  company,  bereft  of  its 
original  business,  would  be  renamed 
Enstar.  Enstar  would  own  American 
Savings  &  Loan  Association  of  Mi- 
ami, a  $4.9  billion  thrift,  and  some 
assorted  properties.  Everyone  would 
turn  over  a  new  leaf. 

But  then  the  deal  was  kiboshed 
when  the  Internal  Revenue  Service 
waffled  on  granting  tax-free  status  to 
the  Kinder-Care  spinoff. 

Back  to  the  drawing  board.  Grass- 
green and  his  associates  came  up  with 
another  idea.  If  they  couldn't  give  the 
child-care  outfit  to  stockholders,  they 
would  try  to  sell  it  to  them.  Existing 
shareholders  could  buy  one  share  of 
Kinder-Care  Learning  Centers  for  ev- 
ery three-quarters  share  of  Enstar 
(then  Kindcr-Carc)  they  owned.  Price: 
$4.75  a  share.  That  was  $1.25  below 
trading  price  but  pretty  stiff  consider- 
ing they  already  indirectly  owned 
87%  of  the  Learning  Centers.  Disap- 
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We'd  like  to  take  you  back  a 
few  thousand  years  or  so,  and  we'd 
like  to  take  you  there  in  the  com- 
fort of  a  Renaissance  Cruise. 

On  our  Black  Sea  Cruise  from 
Istanbul  to  Athens,  you  might 
wake  to  a  spectacular  sunrise  on 
the  ship's  bridge,  then  go  ashore 
to  explore  the  ruins  of  ancient 
Ephesus  in  Turkey.  Or  enjoy  the 
fresh  catch  in  our  restaurant  as 
you  cruise  along  the  rugged  Bul- 
garian coast  to  Nesebur. 

You'll  see  Russia's  Odessa,  too, 
walk  its  Potemkin  Steps  and  visit 
the  Livadia  Palace  in  Yalta. 


On  land  you  see 
the  history  of 
civihzation.  On 
board  you  see  how 
far  it's  come. 


Further  south,  there's  our  Red 
Sea  Cruise  from  Cairo  to  Athens. 
Here,  you'll  explore  the  rose-red 
city  of  Petra  in  Jordan  and  visit  the 
land  where  the  Pharoahs  ruled. 
You'll  cruise  the  Suez  Canal,  visit 
Sharm  El  Sheikh  and  go  to  Mt. 
Horeb,  the  mountain  of  Moses. 

All  in  the  relaxed  style  that  is 


Renaissance.  With  suites  instead 
of  cabins,  queen-sized  beds  in- 
stead of  bunks  and  single  seating 
instead  of  schedules,  we  leisurely 
prepare  you  to  travel  back  in  time 
nearly  5,000  years. 

And  the  price  is  surprisingly 
less  than  expected.  Our  7-night 
Black  or  Red  Sea  Cruise,  packaged 
as  a  13-day  RenaissanceTour*"" 
with  air  and  land  accommoda- 
tions included,  begins  at  $3,890 
per  person  in  a  Superior  Suite. 

For  a  free  brochure  detailing 
each  of  our  25  itineraries,  call 
your  Travel  Agent  or  return  the 


coupon.  Or  call  1-800-525-2450. 
When  you  come  with  us,  you 
will  never  see  the  world,  or  your- 
self, in  quite  the  same  way  again. 

Renaissance  Cruises  FBS4-90 

1800  Eller  Drive-Suite  300 

P.O.  Box  350307 

Ft.  Lauderdale,  FL  33335-0307 

Name 


Address- 
City 

State 


-Zip- 


Travel  Agent 

I  am  interested  in  the  following  cruises: 
D  Far  East  D  Mediterranean  D  Europe 
DScandinavia  D  Black  Sea/ Red  Sea 
D  Africa  □  South  America  D  Caribbean 


RENAISSANCE   CRUISES 


Price  of  S3,890  IS  per  pcr«)n,  based  on  H-Ray  Black  Sea/Red  Sea  RenaissanceTour  "  in  SuperiorCategory,  double  occupancy,  including  airfare  from  designated  gateways  only  All  rates  are  per  person,  double  occupancy. 
Other  rates  are  based  on  Superior  Category  and  are  as  shown  in  Renaissance  Cruises,  Inc.  brochure  effective  October  1, 1989.  Rates  do  not  include  embarkation  and  port  charges  and  may  vary  as  to  category  selected  and  suite 
availability.  (<>  1990  Renaissance  Cruises,  Inc.  Italian  Registry. 


pointed  by  the  terms,  shareholders 
dumped  their  Enstar  shares.  Down 
the  stock  went,  from  6  to  ?<y\,  and 
finally  below  2. 

No  problem,  Grassgre'en  in  effect 
told  the  stockholders.  If  they  didn't 
want  the  shares,  a  New  York  financial 
outfit  called  Lodestax  Group  would 
buy  them.  Lodestar  was  Enstar's  fi- 
nancial adviser  on  the  deal.  By  No- 
vember \9h9  Lodestar  owned  63%  of 
Leamiry  Centers  and  proposed  a 
tende-  nffer  ">  Fiistar's  board  to  buy 
all  the       - :  xing  shares  for  $6  each. 

Wheivapon  stockholders  filed  sev- 
eral suits  contending  that  Lodestar 
was  trying  to  buy  Learning  Centers  on 
the  cheap,  using  information  obtained 
as  financial  adviser  to  Enstar. 
After  Enstar's  board  rejected 
Lodestar's  tender  offer,  the 
suits  were  dropped. 

As  Lodestar  was  gaining 
control  of  Learning  Centers, 
Enstar  announced  its  third- 
quarter  results.  It  would  take 
a  $99  million  loss,  thanks 
mostly  to  writedowns  of 
goodwill  and  junk  at  Ameri- 
can Savings. 

It  was  an  inauspicious 
start  for  the  newly  restruc- 
tured company.  Two  pro- 
posed class  action  suits  fol- 
lowed— one  alleging  securi- 
ties violations,  the  other 
breach  of  fiduciary  duty.  The 
defendants  in  the  cases: 
Mendel  (now  chairman 
emeritus  of  Kinder- Care 
Learning  Centers),  Grass- 
green,  Enstar  and  Lodestar. 
The  plaintiff  class  is  believed 
to  consist  of  more  than  1,000 
individuals  who  bought 
Kinder-Care  stock  after  the 
original  plan  was  announced, 
only  to  see  it  wilt  after  the 
new  scheme  was  revealed.         

Other  lawsuits  are  piling  up  like 
semitrailers  at  an  interstate  toll.  One 
stockholder  suit  wants  reimburse- 
ment to  the  company  because  Grass- 
green's  contract  was  revised  last  sum- 
mer to  increase  his  base  salary  more 
than  fourfold  for  1989,  despite  the 
company's  mounting  losses.  To  top  it 
off,  Grassgreen  was  paid  a  $1  million 
"gift"  to  cancel  his  old  contract. 

And  Grassgreen  wants  to  restore 
credibility  and  benefit  shareholders? 

The  wonder  of  it  is  that  Richard 
Grassgreen  is  still  running  the  compa- 
ny. Federal  prosecutors  are  investigat- 
ing charges  that  Grassgreen  secretly 
enriched  himself  through  his  com- 
pany's close  ties  with  Drexel  Bum- 
ham  Lambert  and  its  former  junk 
bond  chief,  Michael  Milken. 


V  irassgreen  is  the  very  prototype  of 
the  small-time  dealmaker  propelled 
into  the  big  time  by  Michael  Milken's 
junk  bond  revolution.  Kinder-Care 
was  once  one  of  Milken's  proudest 
achievements,  having  been  financed 
largely  with  money  he  raised.  By  1987 
Kinder-Care  was  far  and  away  the  na- 
tion's largest  chain  of  day-care  cen- 
ters. But  seven  years  ago  Grassgreen, 
along  with  then  Kinder- Care  chair- 
man Perry  Mendel,  began  using 
Drexel  easy  money  to  start  wheeling 
and  dealing  into  acquisitions  that  had 
absolutely  nothing  to  do  with  the 
original  business.  It  didn't  seem  to 
matter  what  they  were,  although 
there  seemed  to  be  a  common  thread: 


A  focus  of  the  federal  probe  is  a 
private,  Drexel-created  partnership 
called  MacPherson  Investment  Part- 
ners. MacPherson  apparently  served 
as  a  vehicle  for  cutting  favored  Drexel 
clients  in  on  potentially  lucrative 
stock  warrant  offerings.  Grassgreen, 
who  is  cooperating  with  the  authori- 
ties, is  said  to  have  pocketed  booty 
from  Storer  Commimications  war- 
rants that  apparently  got  socked  away 
in  MacPherson. 

All  this  is  behind  him,  Grassgreen 
seems  to  say.  He  declares  that  En- 
star's  core  businesses  "have  opportu- 
nity for  growth  equal  to  or  greater 
than  [Learning  Centers'],  with  much 
less  risk  and  capital  needs." 


LPlBetlmann  Ne^vsph<-«os 


Junk  bond  chief  Michael  Milken 

Did  Millcen  wise  "sweeteners"  to  entice  Grassgreen7 


Grassgreen  and  his  friends  often  had  a 
personal  equity  in  the  properties  be- 
fore Kinder-Care  bought  them. 

Grassgreen  was  one  of  Milken's 
best  customers.  From  1979  Drexel 
handled  at  least  $350  million  or  so  in 
debt  and  stock  issues  for  Kinder- 
Care/Enstar.  As  was  expected  of  Mil- 
ken's clients  in  those  days,  Grass- 
green, mainly  through  his  savings  and 
loan  subsidiary,  was  an  avid  buyer  of 
Drexel-underwritten  junk. 

Now,  as  part  of  an  effort  to  persuade 
Milken  to  testify  against  some  of  the 
bigger  guns  in  his  junk  bond  game, 
federal  prosecutors  from  New  York's 
Southern  District  are  investigating 
how  the  financier  used  "sweeteners" 
to  entice  certain  clients  to  worship  at 
the  altar  of  high-yield  debt. 


As  evidence  of  his  unbri- 
dled faith  in  Enstar's  future, 
Grassgreen  points  to  his  re- 
cent 13D  filing.  In  December 
a  Grassgreen-led  group  pur- 
chased on  the  open  market 
almost  10%  of  Enstar's  stock 
for  about  $18  million,  at  an 
average  price  of  $3.35  per 
share,  and  disclosed  its  in- 
tention to  up  its  stake  even 
further. 

It's  interesting  to  note  how 
Grassgreen  and  his  pals  are 
financing  the  stock  pur- 
chases. Back  in  1986  Grass- 
green convinced  Kinder- 
Care's  board  to  lend  $10  mil- 
lion to  a  company  called 
Trans-Resources,  Inc.,  now 
the  world's  largest  producer 
of  the  fertilizer  potassium  ni- 
trate. That  loan  is  still  out- 
standing. Who  owns  Trans- 
Resources?  The  notorious 
Meshulam  Riklis,  for  one, 
owns  40%.  Arie  Genger,  a 
former  director  of  Enstar's 
Shoe  City  retail  subsidiary, 
owns  30%  and  Grassgreen 
the  other  30% .  It  is  primarily 
through  Trans-Resources  that  Grass- 
green is  buying  Enstar  shares.  Given 
that  Trans-Resources  is  at  least  partly 
financed  by  Enstar,  it  seems  that 
Grassgreen  and  his  pals  are  using  En- 
star's own  money  to  buy  its  stock  on 
their  behalf  on  the  cheap. 

Why  should  these  smart  poker  play- 
ers want  the  stock?  Some  analysts 
think  that  in  liquidation  its  55  mil- 
lion shares  could  be  worth  as  much  as 
$8.  But  Enstar  shares  were  trading  re- 
cently at  around  $3.  Why  so  cheap? 
Knowing  the  characters  involved,  in- 
vestors apparently  figure  that  ordi- 
nary shareholders  will  never  realize 
anything  like  the  prospective  breakup 
value.  Considering  Grassgreen 's  rec- 
ord, and  considering  Riklis,  skepti- 
cism is  not  unfounded.  ■ 
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Travel  in  the 
passing  lane 

without 
leaving  the 


[KUniliTi 


zone. 


NINETEEN  HUNDRED  NINETY 


CADILLAC 


NINETEEN  HUNDRED  NINETY 


Now  the  most  spacious 

front-drive  sedans 

in  their  dass  are  also 

the  most  powerful 


CAD     I     L  ,  L     A     C 


Refined  performance. 

A  new,  more  powerful 
4.5  liter  V8  is  the  prod- 
uct of  Cadillac's 
balanced  view  of  per- 
formance. It  generates 
25  more  horsepower 
than  last  year  for 
responsive  accelera- 


The  new  4.5  liter  V8  with 
sequential  port  fuel  injection, 
exclusive  to  Cadillac,  gener- 
ates 180  horsepower  and  more 
torque  than  last  year,  to  let  you 
pass  and  merge  with 
confidence. 


tion  on 

matched! 
tuned  tri 


your 

family 

with 


and  final^SHI^  safety.  A 
is  applief  safety  cage  made 
and  effo  )f  strong  steel  sections 
afford  y(roof,  pillars  and  rocker 
comfort^signed  to  protect  you. 
experier 


Fleetwood  and 
DeVille  for  1990. 
Unmistakably 
Cadillac. 


Call  1-800-333-4CAD  for  product 
literature  and  the  location  of  your 
nearest  Cadillac  dealer.  Or  return 
the  attached  postage-paid  card. 
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CADILLAC 


NINETEEN  HUNDRED  NINETY 


Now  the  most  spacious 

front-drive  sedans 

in  their  dass  are  also 

the  most  powerful. 


. 


The  1990  Cadillac  Fleetwood®  (shown)  and  DeVille'"  are  the  full- 
size,  six-passenger  luxury  cars  against  which  all  others  are 

judged.  In  1990, 
they  offer  a  new, 
even  more 
powerful  V8 


A  Supplemental  Inflatable  Restraint  (air  bag)  is  con- 
cealed in  the  hub  of  the  leather-wrapped  steering  wheel. 


engine. 
Premium 


materials  applied 
with  meticulous 
craftsmanship. 
Unsurpassed  levels 
of  comfort.  And  a 

style  that  creates  a      Distinctive  in  detail. 

distinctive  road 
presence. 


CADILLAC 


NINETEEN  HUNDRED  NINETY 


Now  the  most  spadous 

front-drive  sedans 

in  their  dass  are  also 

the  most  powerful. 


Refined  performance. 

A  new,  more  powerful 
4.5  liter  V8  is  the  prod- 
uct of  Cadillac's 
balanced  view  of  per- 
formance. It  generates 
25  more  horsepower 
than  last  year  for 
responsive  accelera- 


The  new  4.5  liter  V8  with 
sequential  port  fuel  injection, 
exclusive  to  Cadillac,  gener- 
ates 180  horsepower  and  more 
torque  than  last  year,  to  let  you 
pass  and  merge  with 
confidence. 


tion  on  demand.  When 
matched  with  custom- 
tuned  transmissions 
and  final  drives,  force 
is  applied  smoothly 
and  effortlessly  to 
afford  you  a  most 
comfortable  driving 
experience. 


Anti-lock  brakes. 

Sophisticated  anti- 
lock  brakes  help 
minimize  wheel 
lock-up  on  slippery 

surfaces  and  during    Anti-lock  brakes. 

severe  braking,  helping  you  main- 
tain steering  control  (standard  on 
Fleetwoods,  available  on  DeVilles). 


Comfort.  Perhaps  no  word  sums  up 

Cadillac  style  more  succinctly.  On 

the  six-passenger  Cadillac  Fleetwood 

and  DeVille,  it  translates  into  the 

world's  most  spacious  front-drive 

sedans  (based  on  1989  EPA  Volume 

Index  for  competition).  Exclusive  22- 
way  power-adjusting  front  seats  on 
the  Fleetwood  Sixty  Special,  so  com- 
fortable, they're  patented.  Specially 
selected,  ultra-soft  leather  seating 
areas  designed  in  Italy  And  an 
impressive  array  of  amenities  avail- 
able at  the  touch  of  a  button.  ^'''"'''"  Fleetwood  Sixty  Special-unsurpassed  s.x-passenger  comfort. 


Integral  safety.  The  1990 
Cadillac  Fleetwood 
and  DeVille  do 
not  merely 
surround 
you  with 
luxury.  They 
surround  you  and 


T  H  E    O  N 


your 
family 
with 
safety  A 
safety  cage  made 
up  of  strong  steel  sections 
along  the  roof,  pillars  and  rocker 
panels  is  designed  to  protect  you. 


Fleetwood  and 
DeVille  for  1990. 
Unmistakably 
Cadillac. 


AY    TO    TRAVll 


Call  1-800-333-4CAD  for  product 
literature  and  the  location  of  your 
nearest  Cadillac  dealer.  Or  return 
the  attached  postage-paid  card. 
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In  a  business  where  the  competition  can 
kill  you  on  price,  innovation  is  the  key  to 
survival.  If  Chris  Galvin  becomes  the  third 
of  his  family  to  head  Motorola,  it  will  be 
because  he  understands  innovation. 

A  third-generation 
Galvin  moves  up 


By  Norm  Alster 


CHRISTOPHER  Galvin  tumcd  40 
on  Mar.  21,  but  his  best  birth- 
day present  had  already  ar- 
rived. On  Jan.  11  Motorola,  Inc.'s 
board  named  Galvin  to  the  company's 
three-man  office  of  the  chief  execu- 
tive. There  he  joins  Chairman  and 
Chief  Executive  George  Fisher,  49, 
and  President  and  Chief  Operating 
Officer  Gary  Tooker,  50. 

The  promotion  confirmed 
the  general  feeling  around  Mo- 
torola's Schaumburg,  111.  head- 
quarters that  Chris  Galvin 
will  one  day  run  the  company 
founded  in  1928  by  his  grand- 
father, Paul  Galvin,  and  devel- 
oped into  one  of  the  world's 
most  powerful  technology 
companies  by  his  father,  Rob- 
ert Galvin,  67,  who  stepped 
down  as  chairman  earher  this 
year  but  still  heads  the  execu- 
tive committee. 

There  are  no  guarantees  that 
Galvin  will  get  Motorola's  top 
job.  Certainly  his  family  can't 


simply  hand  him  the  position.  Over 
the  years  Robert  Calvin's  holding  in 
the  company  has  been  diluted  to 
around  6%  (worth  about  $490  mil- 
lion). Motorola's  board  respects  the 
Galvins'  wishes  but  follows  its  own 
counsel.  Chris  Galvin  understands. 
"As  my  father  and  I  agreed  when  I 
started  in  the  business  17  years  ago," 
he  says,  "I  would  have  to  establish  a 
lengthy  record  of  high  achievement 

Steve  Leonard 


and  earn  my  way  in  the  institution.  I 
knew  that  if  I  didn't  do  well,  I  would 
be  flushed  out  early." 

What,  besides  eventual  new  leader- 
ship, does  the  future  hold  for  this 
company,  which  has  held  high  the 
banner  of  U.S.  technological  leader- 
ship at  a  time  when  that  leadership  is 
being  challenged  so  severely  and  con- 
stantly? Chris  Galvin  replies:  "We 
know  that  change  will  shape  our  fu- 
ture, but  adaptability  to  change  will 
determine  it.  We  expect  unique  tech- 
nology surprises  in  the  1990s.  We 
don't  know  what  they  will  be.  But 
somewhere  out  there  is  going  to  be  a 
pony  to  ride." 

That's  the  way  most  chief  execu- 
tives talk  these  days,  but  Motorola's 
executives  have  earned  the  right  to 
talk  about  adaptability  to  surprise  and 
to  change.  At  a  time  when  many 
proud  old  American  companies  were 
steadily  losing  ground,  Motorola's 
earnings  and  sales  nearly  trebled  dur- 
ing the  1980s,  to  almost  $500  million 
and  $10  billion,  respectively,  last 
year.  The  company's  market  value 
climbed  more  than  fivefold. 

Most  of  the  credit  goes  to  Robert 
Galvin  and  his  chosen  successor, 
George  Fisher.  Fisher  makes  it  clear 
his  role  is  not  to  keep  the 
chairman's  seat  warm  for  a 
third-generation  Galvin.  He 
says  he  plans  to  retire  "in  15  or 
20  years,"  and  says  of  his 
goals:  "We'd  like  to  continue 
to  grow  the  company  at  least 
at  15%  a  year,  doubling  every 
five  years.  And  that  we  think 
is  achievable." 

If  that  is  achievable.  Motor- 
ola, recently  trading  at  641/4  a 
share — 14  times  estimated 
1990  earnings — is  one  of  the 
most  undervalued  technology 
stocks  in  the  market.  If  its 
earnings  per  share  can  indeed 
be    doubled    by    1995,    from 


Gwendoline  Gates 


Motorola  founder  Paul  Galvin  (left),  his  grandson  Christopher  Galvin,  and  former  chairman  Robert  Galvin  (right) 
The  hitting  at  Motorola  is  that  Chris  utill  someday  run.  the  company  his  gran^ather  started. 
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STY     L     E 


Why  a  Cadillac  is  as  comfortable 
to  own  as  it  is  to  drive. 


World-class  quality  that's 
attracting  worldwide 
attention. 


Every  Cadillac  is 

a  PASS  Key  -  ,  ui    j  . 

anti-theft  system,    a^d  assembled  to 
exacting  tolerances  using  leading- 
edge  systems  and  technologies, 
making  Cadillac  quality  the  envy  of 
many  automotive  manufacturers. 

To  appreciate  the  quality  of 
our  automobiles,  look  at  the 
quality  of  our  warranties. 

Most  Cadillacs  are  backed  by  the 

Cadillac  Gold  Key  Bumper  to 

Bumper  Warranty.  It  covers  every 

component  for  4  years/50,(XX) 

miles.  Allante  is  backed  for 

7  years/100,000  miles* 


A  personal  introduction  to 
your  new  Cadillac. 

As  part  of  the  Cadillac  Gold  Key 
delivery  system,  your  Cadillac  is 
thoroughly  inspected  before  you 
see  it.  At  delivery,  your  sales  repre- 
sentative personally  reviews  its 
sophisticated  features  w^ith  you, 
before  introducing  you 
to  service  department 
personnel. 

Cadillac  Roadside 
Service®  follows  you 
wherever  you  ga 

As  the  ow^ner  of  any 

model  year  Cadillac,  you  are 

automatically  covered  by  Cadillac 

Roadside  Service.  It's  the  first 

program  of  its  kind  offered  by 

any  domestic  manufacturer, 

with  more  participating 


dealers  than  any  other  roadside 
service  program. 

A  highly  trained  service  advisor 
is  a  toll-free  phone  call  away  24 
hours  a  day,  365  days  a  year.  And  if 
necessary,  a  trained  service  techni- 
cian in  a  specially  equipped  vehicle 
will  be  dispatched  to  your  location 


On-the-spot  service-nights,  weekends  and  holidays. 

to  help  you  get  back  on  the  road. 

At  Cadillac,  we  are  dedicated  to 
making  you  the  most  cared-for 
owner  in  the  world. 


'Except  tia's,  which  arc  covered  by  their  manu- 
facturer, and  normal  maintenance  items. 
See  your  dealer  for  terms  and  conditions  of 
these  limited  warranties. 


CaU  1-800-333-4CAD  for 
product  information  and 
the  location  of  your 
nearest  Cadillac  dealer. 


.Ian  deVille 


Let's  gel )( together     buckle  up 
C1W9GM  Corp  All  Kighl^  Rcv-rvir] 


THE    ONLY    WAY    TO    TRAVEL    IS 


CADILLAC    S  T  Y  L  E.'^ 


In  a  business  where  the  competition  can 
kill  you  on  price,  innovation  is  the  key  to 
survival.  If  Chris  Galvin  becomes  the  third 
of  his  family  to  head  Motorola,  it  will  be 
because  he  understands  innovation. 

A  third-generation 
Galvin  moves  up 


By  Norm  Alster 


CHRISTOPHER  Galvin  tumcd  40 
on  Mar.  21,  but  his  best  birth- 
day present  had  already  ar- 
rived. On  Jan.  11  Motorola,  Inc.'s 
board  named  Galvin  to  the  company's 
three-man  office  of  the  chief  execu- 
tive. There  he  joins  Chairman  and 
Chief  Executive  George  Fisher,  49, 
and  President  and  Chief  Operating 
Officer  Gary  Tooker,  50. 

The  promotion  confirmed 
the  general  feeling  around  Mo- 
torola's Schaumburg,  111.  head- 
quarters that  Chris  Galvin 
will  one  day  run  the  company 
founded  in  1928  by  his  grand- 
father, Paul  Galvin,  and  devel- 
oped into  one  of  the  world's 
most  powerful  technology 
companies  by  his  father,  Rob- 
ert Galvin,  67,  who  stepped 
down  as  chairman  earlier  this 
year  but  still  heads  the  execu- 
tive committee. 

There  are  no  guarantees  that 
Galvin  will  get  Motorola's  top 
job.  Certainly  his  family  can't 


simply  hand  him  the  position.  Over 
the  years  Robert  Galvin's  holding  in 
the  company  has  been  diluted  to 
around  6%  (worth  about  $490  mil- 
lion). Motorola's  board  respects  the 
Galvins'  wishes  but  follows  its  own 
counsel.  Chris  Galvin  understands. 
"As  my  father  and  I  agreed  when  I 
started  in  the  business  17  years  ago," 
he  says,  "I  would  have  to  establish  a 
lengthy  record  of  high  achievement 
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and  earn  my  way  in  the  institution.  I 
knew  that  if  I  didn't  do  well,  I  would 
be  flushed  out  early." 

What,  besides  eventual  new  leader- 
ship, does  the  future  hold  for  this 
company,  which  has  held  high  the 
banner  of  U.S.  technological  leader- 
ship at  a  time  when  that  leadership  is 
being  challenged  so  severely  and  con- 
stantly? Chris  Galvin  replies:  "We 
know  that  change  will  shape  our  fu- 
ture, but  adaptability  to  change  will 
determine  it.  We  expect  unique  tech- 
nology surprises  in  the  1990s.  We 
don't  know  what  they  will  be.  But 
somewhere  out  there  is  going  to  be  a 
pony  to  ride." 

That's  the  way  most  chief  execu- 
tives talk  these  days,  but  Motorola's 
executives  have  earned  the  right  to 
talk  about  adaptability  to  surprise  and 
to  change.  At  a  time  when  many 
proud  old  American  companies  were 
steadily  losing  ground.  Motorola's 
earnings  and  sales  nearly  trebled  dur- 
ing the  1980s,  to  almost  $500  million 
and  $10  billion,  respectively,  last 
year.  The  company's  market  value 
climbed  more  than  fivefold. 

Most  of  the  credit  goes  to  Robert 
Galvin  and  his  chosen  successor, 
George  Fisher.  Fisher  makes  it  clear 
his  role  is  not  to  keep  the 
chairman's  seat  warm  for  a 
third-generation  Galvin.  He 
says  he  plans  to  retire  "in  15  or 
20  years,"  and  says  of  his 
goals:  "We'd  like  to  continue 
to  grow  the  company  at  least 
at  15%  a  year,  doubling  every 
five  years.  And  that  we  think 
is  achievable." 

If  that  is  achievable.  Motor- 
ola, recently  trading  at  6414  a 
share — 14  times  estimated 
1990  earnings — is  one  of  the 
most  undervalued  technology 
stocks  in  the  market.  If  its 
earnings  per  share  can  indeed 
be    doubled    by    1995,    from 

Gwendoline  Gates 
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Motorola  founder  Paul  Galvin  (left),  his  grandson  Christopher  Galvin,  and  former  chairman  Robert  Galvin  (right) 
The  betting  at  Motorola  is  that  Chris  will  someday  run  the  company  his  grandfather  started. 
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Maximum  performance  and  minimum 
fuel  consumption.  Maximum  strength  from 
minimum  weight.  Maximum  space  within 
minimum  mass.  The  technological  doc- 
trines that  have  created  the  world's  fore- 
most military  jets  have  created  the  Falcon 
900,  shaped  to  the  highest  standards  of 
functional  efficiency  in  aviation. 


Bigger  isn't  better 

Thus,  in  an  age  when  some  makers 
and  even  a  few  customers  seem  to  value  raw  in 
power  and  sheer  size  as  virtues  in  themn'^D 
selves,  the  Falcon  900  aims  infinitely  higher*  fa 
Repaying  the  owner's  investment  with  the  ii 
most  efficient  aircraft— pound  for  pound 'Oi 
inch  for  inch— that  superior  tcchnology,<R 
guided  by  rational  priorities,  can  achieve.  W 


piujytftffiA 


Length:  88  ft  410. 
f  inggpan:  77  ft  10  in. 
MTOW:  73,200  lb 
Payload  with  Full  Fnei:  1600  lb 


nly  better  is  better. 

And  that  is  exactly  why  the  Falcon  can 
nd  at  over  1,000  jet  airports  around  the 
orld  on  days  the  G IV  can't.  Why  its  air- 
ame  has  no  life-limited  structural 
arts.  Why  its.  cabin  offers  more  usable 
Dlume.  Why  it  has  more  engines  and 
ore  reliable  engines.  And  why  the  Falcon 
)sts  less  to  operate. 


Only  better  is  better.  As  proven  by  the 
Falcon  900  and  the  biggest  set  of  advan- 
tages in  the  business  jet  world. 

Call  us  at  (201)  393-8056  for  an  ap- 
pointment to  see  the  Falcon  900  in  action. 


Teterboro.  New  Jersey  07608 


1990's  estimated  $4.60  a  share,  tht 
present  price  represents  a  five-}  ear.. 
out  p/e  of  just  7  times  eammgs.  But 
the  market  these  days  is  skeptical 
about  growth,  even  growth  as  impres- 
sive as  Motorola's. 

For  George  Fisbc  r  hcwtvtr,  and  for 
Chris  Galvin,  ;  5t  jvowth  is 

doable  simply  '-    -loicrola  has 

done  it  bef n-  ■  ^' -ti  equally  com- 

petitive ''••:    circumstances. 

Chris  G.^  ...  •-  ^^  '~^ot  even  bom  when 
Motorola  sold  its  lirst  car  radio,  in  the 
early  •  '/:■"'  "'  ^  e  time  he  was  in  his 
rm^-l'.h,  i;  Either  was  taking  the 
company  out  of  stereo  equipment  and 
television  set  manufacturing. 

All  the  time  Robert  Galvin  was  in- 


Gregor\'  Ga\moni 


Chairman  George  Fisher 
Strong  leader,  great  teacher. 

vesting  heavily  in  new  technologies, 
notably  microchips,  radio  pagers  and, 
as  early  as  the  1950s,  cellular  telepho- 
ny. Motorola's  sales  of  cellular  equip- 
ment nearly  doubled  last  year.  A  busi- 
ness that  lost  more  than  $50  million 
on  less  than  $200  million  in  1984 
sales,  it  is  expected  to  gross  over  $2 
billion  this  year  and  contribute  well 
over  half  of  corporate  profits,  which 
analyst  Anthony  Langham  of  County 
NatWest  Securities  estimates  at  $600 
million  ($4.60  a  share)  this  year. 

Galvin,  an  intense  young  man, 
joined  Motorola  full-time  in  1973.  Be- 
ginning as  a  salesman,  he  moved 
through  a  variety  of  sales,  marketing 
and  product  management  posivions. 
Along  the  way  he  earned  an  M.B.A. 
from  Northwestern  University's  busi- 
ness school. 

It  was  in  radio  pagers  that  Chris 
Galvin  got  his  first  big  chance  to 
make  some  waves.  By  the  early  1980s 
the  Japanese  were  threatening  Motor- 
ola's commanding  lead  in  pagers.  Mo- 
torola began  waging  a  well-publicized 


war  against  the  Japanese  for  dumping. 
Less  well  known  and  more  important, 
however,  the  company  used  the 
breathing  room  it  won  in  Washington 
to  increase  productivity  at  its  pager 
manufacturing  operations  dramati- 
cally. Here's  what  happened: 

Working  with  T.  Scott  Shamlin,  an 
old  NASA  hand  and  then  a  Motorola 
director  of  manufacturing,  Galvin 
was  given  18  months  to  come  up  with 
a  radically  new  manufacturing  tech- 
nology that  could  build  pagers — 
which  are  put  together  in  an  astonish- 
ing 2 1  million  potential  hardware  and 
software  combinations — in  dramati- 
cally reduced  time. 

The  crash  program  was  code-named 
Operation  Bandit.  Galvin  and  Sham- 
lin encouraged  Operation  Bandit 
managers  to  utilize  the  best  manufac- 
turing technology  available  both  in- 
side and  outside  Motorola.  Bandit 
managers  also  took  on  multifunc- 
tional duties.  Thus,  for  example,  the 
quality  manager  also  helped  handle 
purchasing,  and  the  chief  designer 
was  also  responsible  for  developing 
the  plant's  software  system.  This  in- 
terdisciplinary approach,  says  Galvin, 
meant  fewer  conferences  and  less  fric- 
tion, and  "generally  simplified  and 
speeded  decision  making." 

Within  18  months,  the  Galvin- 
Shamlin  team's  new  plant  in  Boynton 
Beach,  Fla.  was  tuming  out  pagers  in 
two  hours  or  less.  Until  then,  pagers 
required  27  days  from  customer  order 
to  shipment. 

In  1984,  when  Japanese  producers 
attacked  the  nascent  cellular  phone 
business.  Motorola  attacked  on  the 
legal  front.  After  the  International 
Trade  Commission  upheld  Motoro- 
la's cellular  phone  antidumping 
claims  and  slapped  stiff  duties  on 
such  companies  as  Matsushita  and 
Mitsubishi,  Japanese  firms  responded 
by  building  cellular  telephone  manu- 
facturing operations  in  the  U.S. 

But  Motorola  subsequently  went 
after  its  cellular  competitors  for  pat- 
ent infringement.  Before  long,  just 
about  every  cellular  phone  manufac- 
turer was  sending  royalty  checks  to 
Motorola.  Most  cleverly,  it  negotiated 
many  of  its  licensing  agreements  to 
assure  that  royalties  are  paid  on  a  unit 
(as  opposed  to  percent-of-product- 
price)  basis.  Thus,  even  as  the  price  of 
cellular  phones  inevitably  shrivels, 
royalty  payments  remain  fixed  and 
lereforc  represent  an  expanding  por- 
i.  m  of  product  cost. 

But  Motorola  is  not  simply  clipping 
c  'ip(  as.  It  has  managed  to  remain 
comfijrt.ibly  ahead  of  its  competitors 
m  cellular  telephone  miniaturization. 
The   I0.7-ounce  Micro  tac  cellular 


phone  still  has  no  real  competition 
almost  a  year  after  its  introduction. 
This  is  a  crucial  edge  in  businesses 
where  the  Japanese  will  murder  you 
on  price  if  they  can  match  you  in 
product  quality  and  features.  In  addi- 
tion to  its  estimated  35%  to  40% 
share  of  the  cellular  telephone  hand- 
set market,  Motorola  has  about  one- 
rfiird  of  the  market  for  computer-con- 
trolled central  switches  and  base  sta- 
tions, according  to  analyst 
Langham. 

Motorola  has  many  strengths  in  its 
microchip  business  but  also  a  new 
and  growing  weakness.  For  years  Mo- 
torola and  Intel  shared  a  virtual  duop- 
oly in  the  microprocessor  business. 


Gregor\-  GaNinoni 


President  Gar\'  Tooker 
Rounding  out  the  troika. 

Intel  has  supplied  the  chips  that  run 
PCS.  And  Motorola's  68000  family  of 
microprocessors  has  been  at  the  heart 
of  the  engineering  workstations  built 
by  the  best  in  the  business,  including 
Sun,  Apollo,  Hewlett-Packard  and  Sil- 
icon Graphics. 

But  in  the  last  two  years  key  work- 
station microprocessor  customers 
have  defected.  For  their  most  power- 
ful new  models,  Sun,  Apollo  and  Sili- 
con Graphics,  for  example,  have 
switched  to  faster  reduced  instruction 
set  processors  (risc),  where  Motorola 
is  only  one  of  several  producers. 

Motorola  is  also  embroiled  in  a  mi- 
croprocessor patent  dispute  with  Hi- 
tachi, Ltd. 

Fortunately,  Motorola  is  well  posi- 
tioned in  a  number  of  advanced  mo- 
bile communications  technologies. 
Among  the  most  promising: 
•  Specialized  Mobile  Radio  (smr).  Un- 
like traditional  two-way  land  mobile 
radio  communications,  which  operate 
on  a  single  allocated  frequency  within 
the  electromagnetic  spectrum,  smrs 
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Success  is  more 
than  knowing  how 

it's  knowing  when. 


Football  players  work  years  building  up  their 
size,  strength  and  speed,  but  fOotball  games  are 
won  with  timing. 

When  the  defense  is  spread  out  and  the 
linebackers  have  dropped  back,  you  don't  have 
to  be  an  All'Pro  to  gain  big  yardage  from  a 
simple  draw  play. 

Timing  is  the  secret  of  everything  in  life, 
especially  in  treating  hair  loss.  The  sooner 
you  start  using  Rogaine,  the  better  your 
chances  of  success. 

Two  million  men  have  already  tried  Rogaine. 
It's  not  a  conditioner  or  cosmetic.  It's  a  treat' 

IF  YOU'RE  LOSING  YOUR  HAIR, 

DON'T  LOSE  TIME. 

SEE  YOUR  DERMATOLOGIST 

OR  FAMILY  DOCTOR  OR  CALL: 

1-800-558-2500  EXT  627 


ment  for  male  pattern  baldness  of  the  crown 
that's  been  tested  by  dermatologists  and  is 
available  only  with  a  prescription  from  your 
doctor 

So  if  you  always  want  to  look  the  best  you 
can,  see  your  doctor  now  about  Rogaine... 
while  time  is  still  on  your  side. 

For  more  information,  a  list  of  doctors  near 
you,  and  a  certificate  worth  $10  as  an  incentive 
to  visit  your  doctor  (sorry,  this  offer  is  available 
for  men  only),  call  this  toll'free  number  or  send 
us  the  attached  business  reply  card  or  the 
coupon  below. 


Please  send  me  a  $10  certificate  as  an  incentive  to  (>n 

see  my  doctor.  Send  coupon  to:  The  Upjohn  Company, 
PO  Box  9040,  Opa  Locka,  FL  33054-9944 

(PLEASE  PRINT) 


For  a  summary  of  product  information,  see  adjoining  page. 
\Vri^^   ©1990  The  Upjohn  Company    J'2777 
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D  I  am  requesting  a  list  of  dermatologists  or  doctors  in  my  area. 
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a  to  grow  hair. 


.  ' /ered  and  made  by  The  Upiohti  Company,  is  a  standardized  topical  (lof  use  only  on  the  skin) 

.^0  etiective  lor  the  long-term  treatment  ot  male  pattern  baldness  ot  the  crown 

.    .a!  solution  ot  minoxidil  Minoxidil  in  tablet  form  has  been  used  since  1960  to  lower  blood  pressure 

■,ii!e!s  IS  limited  to  treatment  o1  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  in 

J :;  iower  blood  pressure,  certain  etlects  that  merit  your  attention  may  occur  These  eftects  appear  to  be  dose 

who  use  ROGAINE  Topical  Solution  have  a  low  level  of  absorption  ot  minoxidil  much  lower  than  that  of  persons 
.•  .;  .;.'i!ed  with  minoxidil  tablets  lor  high  blood  pressure  Therefore,  the  likelihood  that  a  person  using  ROGAINE  Topical 
iorji;i;n  will  develop  the  effects  associated  with  minoxittil  tablets  is  very  small  tn  fact,  none  of  these  etfects  has  been  directly 
attributed  to  ROGAINE  in  clinical  studies 

Km  iMi  CM  I  nptct  rrattt  trail  itlai  ROUIK? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  taster  results  than  others  others  may  respond  with  a  slower  rate  of  hair  growth  You 
should  not  expect  visible  growth  in  less  than  lour  months 
n  I  ratpoad  to  ROSAIHE,  ulut  will  tkt  kair  l««t  Ilka? 

If  you  have  very  little  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  soft,  downy  colorless  hair  that  is  barely 
visible  Aflei  turther  trealmeni  the  new  hair  should  be  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  If  you  start 
with  substantial  hair  the  new  hair  should  be  of  the  same  color  and  thickness  as  the  rest  ot  your  hair. 
Htw  loig  4o  I  MM  ti  au  ROCMIE? 

ROGAINE  IS  a  treatment  not  a  cure  II  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  alter  a  reasonable  period  of  time  (at 
least  four  months  or  more),  your  doctor  may  advise  you  to  discontinue  using  ROGAINE 

Wl*t  lup^H  H I  itM  uiM  MGMIE7  Vill  I  krap  tki  *ni  kaIr? 

If  you  slop  using  ROGAINE.  you  will  probably  shed  the  new  hair  wilhin  a  few  months  after  stopping  treatment 
Wk«t  It  tki  *n»v  ot  ROSAIIE? 

You  should  apply  a  1  mL  dose  of  ROGAINE  two  limes  a  day,  once  in  the  morning  and  once  at  night,  belore  bedtime  Each 
bottle  should  last  aboul  30  days  (one  month)  The  applicators  in  each  package  of  ROGAINE  are  designed  to  apply  the  correct 
amount  of  ROGAINE  with  each  application  Please  relet  to  ttie  Instructions  lor  Use 
tmiat  If  I  nln  a  daaa  ar  lariat  ta  aaa  ROfiMK? 

II  you  miss  one  or  two  daily  applications  of  ROGAINE.  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  You  should  not  attempt  to  make  up  lor  missed  applications 
Caa  I  ata  R06AIK  aiota  tkaa  tarica  a  day?  Will  It  aark  lastar? 

No  Studies  by  The  Upiohn  Company  have  been  carefully  conducted  to  determine  the  correct  amount  of  ROGAINE  to  use  to 
obtain  the  most  satisfactory  results  More  frequent  applications  or  use  ol  larger  doses  (more  than  one  mL  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  the  possibility  ol  side  eftects 
Wkat  ata  tka  aiatt  caaaiaa  tida  attactt  rapartad  li  cllileal  ttadlas  witk  ROtiUKT 

Studies  of  patients  using  ROGAINE  have  shown  thai  the  most  common  adverse  eftects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skin  irritations  ol  the  treated  area  ol  the  scalp  About  5%  ol  patients  had  these 
complaints 

Other  side  eftects  including  lightheadedness,  dizzmess.  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 
Wut  art  taaia  af  tkt  tidt  tftictt  paapla  kata  rapartad? 

The  Irequency  ol  side  effects  listed  below  was  similar  except  for  dermatotogic  reactions,  m  the  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis,  upper  respiratory  mlection.  sinusitis).  Dermatologic  (irritant  or  allergic  contact  dermatitis, 
eczema,  hypertrichosis,  local  erythema  pruritus,  dry  skin/scalp  flaking,  exacerbation  of  hair  loss  alopecia).  Gastrointestinal 
(diarrhea,  nausea,  vomiting)  Weuro/ojy  (headache,  dizziness,  laintness.  lightheadedness)  Mi/scu'oslre/era' (fractures  back 
pain,  tendinitis)  Cardiovascular  (edema,  chest  pain  blood  pressure  increases/decreases,  palpitation  pulse  rate  increases' 
decreases).  Allergy  (nonspecific  allergic  reactions,  hives,  allergic  rhinitis,  lacial  swelling  and  sensitivity).  Special  Senses 
(coniunctivitis  earinfechons  vertigo,  visual  disturbances,  including  decreased  visual  acuity).  Mefabo/ic-Wu'rrhona' (edema, 
weight  gam)  Urinary  Trad  (urinary  tract  infections,  renal  calculi,  urethritis)  Genua/  tract  (prostatitis,  epididymitis,  sexual 
dysfunction)  Psychiatric  (anxiety  depression,  fatigue).  Hematology  (lymphadenopathy  thrombocytopenia)  Endocrine 

Individuals  who  are  hypersensitive  to  minoxidil,  propylene  glycol,  or  elhanol  must  not  use  ROGAINE 

ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  of  the  eyes,  mucous  membranes,  or 
sensitive  skm  areas  It  ROGAINE  accidentally  gets  into  these  areas  bathe  the  area  with  large  amounts  ol  cool  lap  water  Contact 
your  doctor  if  irritation  persists 

tmnt  an  tka  ptttlkit  ilda  tffacto  tkat  caald  alfact  tka  kaart  aad  circalatlaa  akaa  aalaf  MMUKT 

Although  serious  side  effects  have  not  been  allnbuted  to  ROGAINE  in  clinical  studies  there  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  m  ROGAINE  Topical  Solution  is  the  same  as  m  minomdil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  of  fluid  and  increased  heart  rate  The  following  etlects  have  occurred 
in  some  patients  taking  minoxidil  tablets  for  high  blood  pressure 

Increased  heart  rate— some  patients  have  reported  that  their  resting  heart  rale  increased  by  more  than  20  beats  per  minute 
Rapid  weight  gam  of  more  than  S  pounds  or  swelling  (edema)  of  the  lace  hands  ankles  or  stomach  area  Oilhcully  m 
breathing,  especially  when  lying  down  a  result  of  an  increase  m  body  fluids  or  fluid  around  the  heart.  IWorsening  ol.  or  new 
onset  ot  angina  pectoris 

When  ROC^AINE  Topical  Solution  is  used  on  normal  skin  very  little  minoxidil  is  absorbed  and  the  possible  eftects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  of  ROGAINE  If.  however,  you  experience  any  of  the  possible  side  etlects 
listed  discontinue  use  ol  ROGAINE  and  consult  your  doctor  Presumably  such  etlects  would  be  most  likely  it  greater 
absorption  occurred  e  g  .  because  ROGAINE  was  used  on  damaged  or  inflamed  skm  or  m  greater  than  recommended 
amounts 

In  animal  studies,  minoxidil  in  doses  higher  than  would  be  obtained  from  topical  use  m  people,  has  caused  important  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  lor  high  blood  pressure  at  ellective 
doses 

tVkat  faetart  aiai  lacnaia  tka  tltk  a<  tariotii  <lda  iffaets  wItt  MMJUK7 

Individuals  with  known  or  suspected  underlying  ;"mai  v  artery  disease  or  the  presence  ol  or  predisposition  to  heart  lailure 
would  be  at  particular  risk  if  systemic  effects  (that  .  increased  heart  rate  or  fluid  retention)  of  minoxidil  were  to  occur 
Physicians  and  patients  with  these  kinds  of  underlying  diseases  should  be  conscious  of  the  potential  risk  ol  trealmeni  if  thty 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  lo  the  scalp  and  should  not  be  used  on  other  parts  ol  the  body  because  absorption  of 
minoxidil  may  be  increased  and  the  risk  of  side  eflcts  may  become  greater  You  should  not  use  ROGAINE  it  your  scalp  becomes 
irritated  or  is  sunburned,  and  you  should  not  use  'i  ^ir  -q  with  other  topical  treatment  medication  on  your  scalp 
Caa  aiaa  «ltk  klfk  klaad  prauara  ata  ROUMET 

Individuals  with  hyperiensinn.  including  those  undt  i  >:dtmenl  with  antihypertensive  agents,  can  use  ROGAINE  bui  should 
be  monitored  closely  by  their  doctor  Patients  taking  uiMiietindina  lor  high  blood  pressure  should  not  use  ROGAINE 
Skaald  aai  piaeaatlaat  ka  lallaaradT 

Individuals  using  ROGAINE  should  be  monitored  by  then  i.':i/sician  one  month  alter  starling  ROGAINE  and  at  least  every  six 
months  afterward  Discontinue  ROGAINE  if  systemic  ellec:'>  n...  ui 

Do  not  use  it  in  coniunclion  with  other  topical  agents  sum  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  for  topical  use  <-  n  i  irh  mi  contains  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  systemic  etlects 

No  carcinogenicity  was  found  with  topical  application  ROGAINr  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  eftects  on  labor  and  delivery  are  not  known  Pediatric  use  Salety  and  eltectiveness  has  not  been  established 
under  age  18 

Caution  Federal  law  prohibits  dispensing  without  a  pretctiptlon  You  lu.ti  see  a  doctor  lo  rtcaivi  a  prascription 
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are  multiple-channel  systems  under 
computer  control.  This  allows  more 
users  in  a  taxi  fleet,  for  example,  to 
talk  at  the  same  time.  It  also  cuts 
down  on  waiting  time  for  clear  lines 
and  provides  more  efficient  use  of  the 
radio  spectrum.  Motorola  sells  hard- 
ware and  now  operates  more  than  800 
SMR  networks,  collecting  roughly 
$250  to  $300  a  year  from  each  of  near- 
ly 600,000  subscribers. 
•  Wireless  data  networks.  These  al- 
low computer  u]?ers  in  the  field  to 
communicate  with  office-based  host 
computers.  IBM  and  Motorola  recent- 
ly announced  a  joint  venture  to  mar- 
ket wireless  data  services. 

If  Motorola  is  to  achieve  that  every- 
five-year  doubling  of  sales  and  profits 
that  George  Fisher  is  aiming  for,  it 


77?^  Micro  TAC  cellular  phu fie 

A  mighty  American  miniature. 

clearly  will  need  a  steady  stream  of 
new  products  to  replace  those,  like  its 
68000  chips,  whose  profitability  has 
faded  along  with  their  technological 
edge.  Keith  Bane,  senior  vice  presi- 
dent and  director  of  strategy,  de- 
scribes Chris  Galvin  as  the  sort  who 
can  help  achieve  this.  Bane  recalls 
that  in  1988  he  was  sitting  with  Gal- 
vin when  a  colleague  came  in  with 
news  that  Bell  Canada  had  just  bid  for 
a  small  Canadian  firm  called  Mobile 
Data  International,  mdi  sold  radio  ter- 
minals used  by  such  companies  as 
Federal  Express  to  transmit  data  from 
the  field  to  a  central  computer. 

When  Chris  Galvin  heard  that  Mo- 
bile Data  was  in  play,  he  immediately 
got  Motorola  into  the  bidding. 
"  'Keith,  make  it  happen,'  "  Bane  re- 
calls Galvin  saying.  Keith  did:  Motor- 
ola paid  nearly  $100  million  for  mpi, 
ownership  of  which  has  enabled  Mo- 
torola to  treble  its  sales  in  radio  data 
communications. 

Making  decisions  fast  and  getting 
them  right.  That's  what  it  takes  to 
stay  ahead  in  a  business  where  the 
only  thing  you  know  for  certain  is 
that  the  competitive  edge  you  have 
today  is  going  to  be  gone  tomorrow.  ■ 
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W'hen  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —'  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  (F).  New  York,  NY  10020. 


If  you  think  only  one  office  typewriter  company  has 

all  the  marbles... 


m^ 


m 


think  again. 


Think  Canon.  In  just  a  few  short  years,  Canon  has  become  a  leader  in  the  field  of  office 
typewriters.  How  do  we  measure  our  success? 

Well,  in  a  recent  survey  by  The  Office  Products  Analyst"^  fully  100%  of  those  using  Canon 
typewriters  said  they  would  recommend  Canon  to  others.  No  other  office  typewriter  company  can 
make  that  claim.  That's  why  Canon  belongs  in  your  circle  of  consideration. 

Canon  Custom  Series  typewriters  are  sturdy  and  reliable,  with  superb  electronic 
features  that  make  corrections  and  text  editing  a  snap.  Plus,  they're  exceptionally 
quiet.  And  Canon  provides  a  comprehensive  service  and  support  system, 
with  a  network  of  over  700  fully  trained  dealers. 

So  before  you  make  up  your  mind  about  which  office 
typewriters  to  buy  think  again.  Think  Canon.  ^ 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot.  ^ 
For  more  information,  call  1-800-453-1900.  Or  check  the  yellow 
pages  for  the  Canon  dealer  nearest  you.  S5  KirST,Wpr;i"ar/i,r^°;rir 

*■       *^  '  HM^B    Availabte  only  in  U  S      ©  1990  Canon  U  S  A  tnc  "    ' 

Canon  u  S  A  .  inc.  One  Canon  Pbza  Lake  Success  NY  11042 
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THINK  AGAIN.  THINK  CANON. 


Against  long  odds,  Jugi  Tandon  has  re- 
vived the  computer  company  that  bears  his 
name.  Is  noV'  the  time  for  him  to  sell  out? 


omany 
lose  calls 


Tandon  Corp.  Chairman  Jugi  Tandon 
Stymied  in  the  V.8.,  he  invaded.  Europe. 


By  Snbrata  N.  Chakravarty 

IN  THE  fast-changing  computer 
business,  a  strategic  misstep  can 
spell  doom  for  a  young  entrepre- 
neur; they  rarely  get  a  second  chance. 
One  who  did  is  Sirjang  Lai  (Jugi)  Tan- 
don, head  and  largest  shareholder  of 
Tandon  Corp.  After  almost  crashing 
fiis  Moorpark,  Calif. -based  company 
five  years  ago,  the  48-year-old  Tandon 
now  looks  like  a  winner — for  the  sec- 
ond time. 

Tandon's  company  was  a  stock 
market  favorite  in  the  early  1980s  as 
it  churned  out  inexpensive  floppy 
disk  drives  for  personal  computers. 
The  company's  growth  record  was  as- 
tonishing: In  the  five  years  ended  in 
1984  Tandon's  sales  jumped  from  $7 
million  to  over  $400  million.  But  then 
the  trouble  started. 

As  America's  personal  computer 
users  began  to  shift  to  hard  disk 
drives,  Tandon  was  slow  to  adapt.  The 
company's  major  customer,  ibm,  be- 
gan to  cancel  big  orders,  and  Tandon's 
sales  plunged. 

In  desperation,  Tandon  started 
making  its  own  personal  computers 
but  was  late  entering  the  U.S.  market 
and  had  no  special  technology  to  set  it 
apart.  By  1985  Tandon  had  racked  up 
$135  million  in  losses  on  sales  of  just 
$269  million.  Chapter  1 1  seemed  just 
around  the  comer. 

Almost  unnoticed,  Tandon  has 
made  a  brilliant  comeback.  How?  By 
crashing  the  Western  European  per- 
sonal computer  market.  Today  Tan- 
don is  more  a  European  company  than 
a  U.S.  company,  deriving  89%  of  its 
revenues  from  there.  Unlike  other 
competitors  in  Europe's  personal 
computer  market,  such  as  Commo- 
dore, Zenith  and  Amstrad,  Tandon 
has  a  significant  presence  in  nearly 
every  major  European  country. 
Among  American  companies  doing 
business  in  Europe,  only  ibm  and 
Compaq  can  make  the  same  claim. 

Gradually,  Tandon's  European  suc- 
cess is  being  felt  on  the  bottom  line. 
Last  year  Tandon  reported  a  22%  in- 
crease in  revenues,  to  almost  $378 
million.  Its  losses  narrowed  to  $4.3 
million  from  $20  million  in  1988. 

Obscured  in  1989's  full-year  results 
is  the  fact  that  Tandon  began  to  pick 
up  momentum  rapidly  in  last  year's 
final  six  months:  Sales  increased  al- 
most 27%,  to  $187.6  million;  more 
important,  Tandon  earned  $7.5  mil- 
lion, compared  with  a  loss  of  over  $33 
million  m  the  second  half  of  1988. 

Only  m  the  past  eight  months  has 
Tandon's  strength  in  Europe  been  rec- 
ognized on  Wall  Street.  Tandon 
shares  have  jumped  threefold  since 
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Corporate 
Membership 


There  Was  ATime  When  Businesses  Solved  Their  Problems 
By  Bringing  In  Better  Resources. 


They  Still  Do. 

Share  the  benefits  of  Corporate  Membership  with  Americas  best. 

The  American  Express®  Corporate  Card  is  designed  from  the  ground  up  to  make  doing  business 
easier.  Corporate  Membership  offers  you  efficient  ways  to  organize  and  document  your  expenses,  save 
money,  smooth  your  business  travel,  protect  you,  your  employees  and  your  purchases.  And  more. 

Nearly  two  thirds  of  the  Fortune  500  corporations  have  discovered  how  well  the  Corporate  Card 
succeeds.  So  have  business  people  at  many  of  America's  most  admired  companies.  And  they're  joined 
by  more  than  a  million  dynanric  entrepreneurs. 

The  Corporate  Card  from  American  Express.  Preferential  treatment  for  America's  best 

For  information  about  Corporate  Membership,  call  1  800-SUCCESS. 

To  Your  Success 


VllMERIOWl 
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Even  at  250  mph, 

a  Mercedes 

wears  out  slower 

than  everybody  else. 


Does  the  Mercedes  obsession 
with  automotive  durability  know 
no  bounds? 

One  Mercedes  sedan  rolled  up 
1,184,880  miles  in  32  years.  And 
rolled  into  the  Guinness  Book  of 
World  Records  as  "the  world's  most 
durable  car." 

And  three  racing  Mercedes 
recorded  an  even  more  spectacular 
durability  feat.  In  just  one  day. 

Competing  as  a  team  in 
the  renowned  Le  Mans  24  Hours 
of  Endurance,  the  Mercedes 
trio-powered  by  engines  based 
on  the  S-Class  V-8-outperformed, 


outpaced  and  outlasted  the  cream 
of  international  sports  car  com- 
petition. Reaching  a  250-mph 
maximum  while  averaging  137 
mph,  lap  after  lap  for  389  laps. 
Covering  3,272  miles  in  24  hours 
to  finish  1-2-5  in  a  stunning  high- 
speed endurance  display. 

Yet  Le  Mans  proved  to  be  only 
a  preview.  When  the  1989  World 
Sports     Prototype     Champion- 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


ship  series  ended  in  October, 
Mercedes  had  won  seven  of  the 
eight  events  and  another  world  title. 

And  had  completed  14, 340  miles 
of  championship  racing  without  a 
single  mechanical  failure. 

For  the  luxury  buyer  today,  the 
moral  behind  this  durability 
cavalcade  is  clear.  You  can  put  your 
money  on  any  number  of  cars.  But 
you  can  put  your  faith  in  a 
Mercedes-Benz. 

To  obtain  further  convincing 
information  on  the  remarkable 
automobiles  of  Mercedes-Benz, 
call  1-800-336-8282  anytime. 


0\m  A  Piece  Of 
American  Histo^ 


Original  Mint 
Condition  (MS-60) 
Saint-Gaudens 
Double  Eagle,  $495. 

When  Teddy  Roosevelt  commissioned 
sculptor  Augustus  Saint-Gaudens  to  design 
the  magnificent  Double  Eagle  $20  gold 
piece,  httle  did  he  know  that  years  later  his 
cousin,  Franklin,  would  have  most  of  his 
"pet  babies"  melted  down.  Today  surviving 
Double  Eagles  are  as  rare  and  revered  as 
the  American  bald  eagle  itself. 

The  gold  in  these  extraordinary  coins 
came  from  the  thriving  mines  of  the  Old 
West.  The  dreams  of  our  ancestors  live 
on  among  collectors  like  you. 

A  Solid  Investment 
Opportunity. 

With  an  established  record  of 
lucrative  long-term  price  increases, 
the  Saint-Gaudens  Double  Eagle  is  an 
outstanding  tangible  asset  investment 
for  today's  volatile  economy.  Now  you 
can  own  one  of  these  investment-grade, 
PCGS  or  NGC  certified  MS-60  uncircu- 
lated mint-condition  coins  for  $495. 

Buy  With  Confidence. 

Blanchard  and  Company  is  the  na- 
tion's largest  retailer  of  U.S.  rare  coins. 
And  the  only  U.S.  rare  coins  we  sell  are 
independently  graded  and  certified  by 
The  Professional  Coin  Grading  Service 
and  Numismatic  Guaranty  Corporation. 
Furthermore,  we  will  meet  or  beat  any 
competitor's  currently  advertised  prices, 
subject  only  to  availability  of  the  coins 
and  verification  of  the  competitor's  offer. 

Act  While  Supplies  Last. 

To  order  this  or  any  other  US 
rare  coin,  call 

1-800-877-7633 

toll  free  today 

PRICE  INCLUDES  DEUVERY  LIMIT  ONE  PFP  CI  STOWER 

DATES  OUR  CHOICE  PRICES  AND  AVAILABIl!   ■,  ^Ll\Tt  T 

TO  CHANGE  WITH  NO  ADVANCE  NOI  \ 

Blanchard 

AMERICAS  RARE  COIN  HRM 

2400  Jefferson  Highway 
Jefferson,  LA  70121-9927 

ASK  FOR  OFFER  #438 


last  August,  from  Vi  to  IVi.  That's  a 
far  cry  from  the  stock's  heyday  in 
1983,  when  it  was  trading  at  35%,  but 
it  is  recognition  that  Tandon  is  no 
longer  a  prime  candidate  for  bank- 
ruptcy or  oblivion. 

How  did  Tandon  succeed  in  Europe 
when  it  was  a  virtual  nonstarter  in  the 
U.S.  PC  market?  Technology,  timing 
and  the  distribution  charmel.  Luckily 
for  Tandon,  the  European  market  is 
not  as  devoted  to  the  latest  gadgetry 
as  the  U.S.  market.  Most  of  the  pes 
sold  in  Europe  today  are  still  based  on 
the  older  Intel  80286  microprocessor, 
whereas  in  the  U.S.  companies  are 
starting  to  ship  the  far  more  powerful 
80486-based  systems  with  radically 
new  architecture,  enabling  users  to 
process  much  more  information.  The 
lower  the  level  of  sophistication,  the 
better  the  opportunity  for  companies 
that  sell  low-priced  but 
capable  machines. 

That's    Tandon's    forte: 
clunky  but  reliable. 

Tandon's  entry  into 
the  European  market,  in 
1985,  came  just  as  Euro- 
pean companies  were  be- 
ginning to  shift  from  ob- 
solescent XT  systems  to 
faster,  more  capable  at 
systems.  (The  market 
shift  was  already  well 
under  way  in  the  U.S.) 
Tandon  was  there  with 
the  right  product  at  the 
right  time — a  late  starter 
in  the  U.S.,  but  right  on 
the  button  in  Europe. 

The  most  important 
element  of  Tandon's  Eu- 
ropean success,  howev-    

er,  was  the  difference  in  distribution 
channels.  Unlike  in  the  U.S.,  where 
the  vast  majority  of  pes  are  sold 
through  a  handful  of  nationwide 
chains  like  ComputerLand,  Business- 
land  and  MicroAge,  personal  comput- 
ers in  Europe  move  through  hundreds 
of  independent  dealers  and  on  a  coun- 
try-by-country basis.  That  played  to 
the  strengths  of  Chuck  Peddle,  the 
man  who  developed  Tandon's  Europe- 
an strategy.  Peddle,  a  pioneer  in  the  pc 
business,  had  sold  pes  in  Europe  for 
Commodore,  Sirius  and  Victor  for 
nearly  a  decade.  Peddle  and  his  team 
knew  all  the  dealers.  On  his  say-so, 
the  dealers  signed  on  with  Tandon. 

The  difference  in  distribution  al- 
lowed Tandon  to  assault  Europe  a  lit- 
tle at  a  time.  "The  European  business 
allowed  an  incremental  strategy," 
Peddle  explains.  "We  made  each 
country  profitable  and  generating 
cash  before  we  moved  on  to  another." 

Says  Simon  Pearce,  senior  analyst 


FC  pioneer  Chuck  Peddle 
On  his  say-so,  shops 
stocked  Tandons. 


at  International  Data  Corp.:  "They've 
established  an  excellent  distribution 
network,  and  they  have  a  very  good 
reputation."  Pearce  estimates  that 
Tandon  increased  European  pc  ship- 
ments 42%,  to  196,000  units,  last 
year.  That's  almost  5%  of  the  highly 
fragmented  European  market  for  ibm- 
compatible  personal  computers.  Tan- 
don ranks  sixth  in  West  Germany, 
behind  ibm,  Schneider,  Vobis,  Am- 
strad  and  Siemens.  It  ranks  fourth  in 
England,  behind  ibm,  Amstrad  and 
Compaq.  It  is  fifth  in  Spain  and  tenth 
in  France,  where  five  companies  (in- 
cluding Tandon)  are  in  a  virtual  dead 
heat  for  market  share. 

Having  saved  Tandon  Corp.  with. 
Peddle 's  help,  where  does  Jugi  Tandon 
move  next?  He  is  an  Indian-bom, 
U.S. -educated  engineer  (Howard  Uni- 
versity) with  an  M.B.A.  from  the  Uni- 
versity of  Santa  Clara, 
and  over  the  years  he  has 
proved  himself  a  good 
businessman  and  a  bril- 
liant mechanical  engi- 
neer. But  these  days  he 
seems  less  interested  in 
business  and  more  inter- 
ested in  his  collection  of 
high-performance  cars. 
For  Jugi  Tandon,  the 
smart  move  may  be  to 
sell  the  company  to 
someone  with  deeper 
pockets. 

One  likely  buyer  is 
Siemens,  the  West  Ger- 
man multinational.  Sie- 
mens, says  Pearce,  sold 
54,000  PCS  in  West  Ger- 
many last  year,  giving  it 

a    6.3%    market    share, 

just  slightly  ahead  of  Tandon's  6%.  In 
the  rest  of  Europe,  however,  Siemens 
sold  just  14,000  machines.  Siemens 
announced  plans  to  acquire  Nixdorf 
Computer  A.G.  in  January  and  is  like- 
ly to  have  difficulties  assimilating  the 
troubled  company.  But  Tandon's  Eu- 
ropean operation  is  doing  well  enough 
on  its  own  that  it  would  require  little 
supervision. 

Other  possible  suitors  include  big 
Japanese  companies  like  Toshiba  and 
Mitsubishi  that  have  their  eyes  on 
Europe  but  have  little  presence  in 
desktop  PCS  there. 

Gossip  says  Tandon  would  consider 
a  bid  around  $200  million — about  $3  a 
share.  That  would  give  him  a  nice 
little  nest  egg  of  around  $10  million 
after  taxes.  Tandon  shows  clear  signs 
of  wearying  of  the  unceasing  flux  in 
the  computer  business.  Having  been 
successful  twice  against  great  odds, 
he  seems  reluctant  to  keep  pressing 
his  luck.  ■ 


FORBES,  APRIL  30,  1990 


■Ik 


FRATELLI    ROSSETTI 


bSCtiquLJ'''''^^'^'   a  certain  world  walks  in  ROSSETTI 


NEW  YORK:  601  Madison  Ave. 
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Q^0m  Docket 


Here's  a  new  way  to  speculate:  Buy  your- 
self apiece  of  somebody  elses  lawsuit. 


Some  call  it 
champerty 


By  Leslie  Spencer 


WHAT  IS  PROBABLY  the  mOSt 
successful  investor-financed 
lawsuit  in  U.S.  history  con- 
cluded last  month  with  the  plaintiffs' 
receiving  a  28%  stake — worth  an  esti- 
mated $63  million — in  Computer- 
Land, the  retail  chain. 

An  investor-backed  lawsuit?  The 
way  this  one  worked  was  as  follows: 

To  finance  the  suit,  44  investors 
kicked  in  $4  million  beginning  in 
1981;  now  they  stand  to  get  a  payout 
16  times  their  original  investment. 
The  plaintiff  was  a  shell  corporation, 
Micro/Vest,  set  up  by  Computer- 
Land's former  franchise  marketing  di- 
rector John  Martin.  In  the  suit, 
Micro/Vest  claimed  that  Computer- 
Land founder  William  Millard  refused 
to  honor  Micro/Vest's  option  to  con- 
vert a  $250,000  promissory  note  into  a 
20%  equity  stake  in  ComputerLand 
and  other  Millard  holdings. 

Chas.  B.  Slackman 


Why  did  Micro/Vest  turn  to  outside 
investors?  Without  investors,  it 
wouldn't  have  had  the  money  for  the 
expensive  trench  warfare  involved  in 
eight  years  of  legal  wrangling. 

The  ComputerLand  decision,  hand- 
ed down  by  the  California  Court  of 
Appeals,  is  likely  to  embolden  more 
plaintiffs  to  raise  funds  from  inves- 
tors, further  clogging  an  already  over- 
burdened court  system.  True,  Martin 
had  to  give  $48  million,  or  about  75% 
of  the  proceeds,  to  his  fellow  inves- 
tors. But  his  $15  million  take  is  noth- 
ing to  sneeze  at. 

Some  other  investor-financed  suits 
haven't  fared  so  well,  however.  In 
1987  waterbed  patent  holder  Charles 
Hall  got  together  with  investor  Roger 
Dillan  to  syndicate  his  lawsuit,  which 
alleged  patent  infringement  by  Intex 
Plastic  Sales  Co.,  a  Long  Beach,  Calif.- 
based  waterbed  importer.  Dillan's 
group,  WBX  Partners,  raised  $750,000 
from  32  investors.  If  the  claim  proves 


successful,  each  partner  hopes  to  get  a 
percentage  of  the  damages  and  royal- 
ties Hall  collects. 

But  they  can't  coimt  their  chickens 
yet.  Last  September  Federal  District 
Judge  John  Vukasin  Jr.  of  San  Francis- 
co threw  out  the  waterbed  case  and 
refused  to  reconsider  it  until  Hall  sep- 
arated himself  from  the  partnership. 

The  judge  was  on  solid  legal  grovmd. 
In  some  states,  investing  in  lawsuits 
is  illegal  because  it  violates  medieval 
common  law  doctrine  against  cham- 
perty, which  is  the  practice  of  divid- 
ing court  awards  with  third  party  in- 
vestors. Champerty  was  first  forbid- 
den centuries  ago  in  England,  to 
prevent  land  speculators  from  funding 
farmers'  lawsuits  against  landlords. 
Nowadays,  even  in  states  that  haven't 
adopted  champerty  statutes,  some 
judges  have  thrown  out  investor- 
backed  suits  on  the  groimds  that  they 
violate  public  policy  statutes.  In  this 
case  judges  contend  that  the  public 
shouldn't  be  forced  to  bear  the  costs  of 
frivolous  lawsuits. 

In  the  ComputerLand  case  the  de- 
fense raised  the  issue  of  champerty  on 
appeal.  The  judge  refused  to  consider 
the  champerty  charges,  perhaps  be- 
cause they  were  raised  so  late. 

In  the  waterbed  case,  despite  the 
initial  setback  of  the  champerty  rul- 
ing, the  plaintiffs  say  they  are  un- 
daunted. Reason:  With  the  support  of 
Ralph  Nader's  Public  Citizen  Litiga- 
tion Group,  syndicator  Dillan  had  the 
WBX  partners  buy  part  of  Hall's  patent. 
Thus,  Dillan  can  claim  his  investors 
have  a  direct  interest  and  therefore  are 
not  engaging  in  champerty.  Says  Dil- 
lan, "Our  lawyers  are  completely  sat- 
isfied that  champerty  is  just  some- 
thing you  navigate  around." 

Perhaps  he  is  right.  The  wex  part- 
nership has  already  hounded  two  bed 
companies  into  settling  out  of  court:  a 
Sealy,  Inc.  subsidiary  for  $200,000, 
and  another  manufacturer  for  an 
amount  that  hasn't  been  disclosed. 
What's  more,  the  partnership  says  it  is 
ready  to  file  an  additional  380  law- 
suits against  other  players  in  the  $2 
billion  (sales)  waterbed  industry. 

Dillan  is  so  confident  about  the 
profitability  of  lawsuit  syndication 
that  he  has  set  up  the  for-profit  Patent 
Protection  Institute,  through  which 
he  hopes  to  build  up  a  war  chest  of  $20 
million  to  enforce  collection  of  royal- 
ties on  10  to  20  patents.  He  compares 
his  scheme  with  the  pooled  financing 
of  wildcat  oil  rigs  in  Texas:  "Patent 
lawyers  arc  our  geologists.  With 
them,  we  know  we  will  get  enough 
direct  hits  to  make  it  worthwhile." 

So  far  Dillan  has  raised  $140,000  in 
seed  money,  and  he  claims  one  invcst- 
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40%  alc/vol.  Blended  Canadian  Whisky.  Imported  in  Bottle  by  Hiram  Walker  and  Sons.  Inc  Farmington  Hills,  Ml  ©  1990 


LANAI.  the  one  HAWAIIAN 

5LAND  WHERE  YOU  NOT  ONLY 

HAVE  IT  ALL,  YOU  HAVE  IT 

ALLTOYOURSELE 


Have  you  ever  wanted  Hawaii  all  to 
yourself? 

Here's  your  chance  On  Lana'i, 


beachfront  villa,  opening  in  late  1990. 
Pleasures  here  can  be  as  simple 
as  exploring  tidepools  untouched  by 


Hawaii's  Private  Island. 

Only  a  limited  riumber  of 
guests  can  visit  at  any  one  time  In 
fact,  there  are  only  two  resorts  on  all 
of  Lana'i.  The  Lodge  at  Koele,  an 
elegant  country  estate  And  the  luxu- 
rious N4anele  Bay  Hotel,  a  grand 


tourists.  As  subtle  as  the  scent  of 


I 
i 

eucalyptus  carried  on  the  tradcwinds  ' 
And  as  sublime  as  the  sight  of  stars  so^i 
close,  so  plentiful,  you  could  steal  a 
handful  and  no  one  would  notice 

Is  there  an  Indiana  Jones  lurkii 
inside  you? 


Then  mount  horse  or  jeep  (your 
call)  and  ride  to  the  site  of  Lana'i's 
ancient  petroglyphs.  Perhaps  you  can 
explain  the  enigmatic  bird-man  figures 
found  only  on  this  Hawaiian  island. 

Or  just  play 

You  can  golf  in  the  Lana'i  high- 
lands or  go  deep-sea  fishing  in  waters 
that  were  once  the  exclusive  domain 
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of  Kamehameha  the  Great. 

Lana'i  appeals  to  your  senses  and 
your  sensibilities.  It  has  been  reserved  for 
a  fortunate  few.  Those  who  not  only  want 
Hawaii,  but  want  it  all  to  themselves. 

For  an  invitation  to  Rockresorts 
on  Lana'i,  call  us:  1-800-54-LANAI. 
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HAWAII'S  PRIVATE  ISLAND. 


ment  house  in  New  York  is  interested 
in  a  public  offering. 

On  the  East  Coast  a  similar  shake- 
down outfit  is  thriving.  Rcfac  Tech- 
nology Development  Corp.,  which 
trades  over-the-countci,  -a  buying  up 
patent  rights  and  siii.og  companies  to 
enforce  them  if  necessary.  Last  year 
Refac  made  profits  of  $2  million  on 
revenues  of  S.;2  millic-i.  But  Refac 
could  be  headed  for  trouble.  In  a  pend- 
ing New  Jersey  case,  a  Refac  subsid- 
iary is  suing  nine  electronics  manu- 
facturcts;  one  of  the  defense's  coun- 
tercLiims  js  that  Refac's  activities  are 
chaiTipertous. 

Even  doctors  are  getting  in  on  the 
act,  through  a  suit  filed  against  Inland 
Health  Care  Inc.  of  San  Bernardino, 
Calif.  A  group  of  doctors  are  claiming 
they  were  discouraged  from  partici- 
pating in  the  clinic's  conversion  to 
for-profit  status,  and  therefore  didn't 
reap  the  benefits  of  the  clinic's  subse- 
quent sale  to  Aetna  Life  &.  Casualty 
Co.  for  $37  million.  Lawyers  for  the 
plaintiffs  have  solicited  about  1,000 
doctors  in  an  effort  to  raise  $400,000 
to  finance  a  proposed  class  action  suit. 

One  outrageous  feature  of  this  case: 
The  initial  attorney-client  agreement 
provides  that  each  investor  will  share 
in  court  awards  based  not  on  the  de- 
gree of  damage  suffered  but  rather  on 
the  individual's  cash  contribution  to 
the  case.  Citing  possible  treble  dam- 
ages under  the  Racketeer  Influenced 
&  Corrupt  Organizations  Act,  the 
plaintiffs'  lawyers  have  projected  that 
awards  could  top  $100  million. 

Will  this  new  business  withstand 
charges  of  champerty?  Cornell  law 
professor  Charles  Wolfram  argues 
that  rules  against  champerty  are  out- 
moded and  may  violate  constitutional 
rights  of  access  to  the  courts.  Richard 
Epstein,  a  professor  at  the  University 
of  Chicago  Law  School,  adds,  "Rules 
of  champerty  are  basically  silly. 
Shareholding  is  a  perfectly  good  way 
to  diversify  your  risks.  What's  wrong 
with  inciting  litigation?" 

But  San  Francisco  securities  lawyer 
Philip  Rotner  disagrees:  "If  a  plaintiff 
spreads  the  risk  among  a  hundred  peo- 
ple, why  be  careful?  Syndication 
makes  bad  litigation  painless." 

Once  a  means  of  redressing  wrongs, 
the  courts  under  our  bloated  legal  sys- 
tem are  becoming  a  gigantic  lottery. 
Certainly  the  syndication  of  lawsuits 
is  going  to  aggravate  this  situation. 
After  all,  medieval  laws  against 
champerty  were  developed  for  a  rea- 
son— to  quash  vexatious  and  specula- 
tive litigation.  Why,  in  a  society  al- 
ready weighed  down  by  excessive  Ic 
gal  costs,  should  we  further  encourage 
the  lottery  aspects  of  lawsuits?  ■ 


Lee  lacocca  is  like  a  coach  with  some 
powerful  players  on  his  team,  hut  there  are 
some  big  gaps  in  the  lineup. 

"The  game's 
not  over" 


By  Jerry  Flint 


1EE  Iacocca's  latest  television 
I  campaign  hits  this  point  pretty 
hard:  "America's  getting  an  inferior- 
ity complex  about  Japan.  Everything 
from  Japan  is  perfect;  everything  from 


America  is  lousy." 

The  message  is  meant  for  all  those 
folks  who  buy  Japanese  cars  without 
even  considering  a  U.S.  alternative, 
lacocca  would  like  to  see  more  of 
these  people  look  in  on  an  American- 
car  showroom,  a  Chrysler  dealer's. 


Nola  Tulh  Sygma 


(l)ry'sler  (Chairman  Lee  lacocca 

U.S.  car  quality  ia  better,  hut  some  strategic  decisions  may  fuive  defects. 
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t  SAA  we  order  our  aircraft 
custom-tailored  not  to  suit  us, 
but  to  suit  our  passengers .  This 
gives  you  that  rare  commodity  in 
an  airliner...  room .  Unlimited  room 
in  our  famous  VIP  Blue  Diamond 
Class.  Room  to  work  in  Gold 
Class.  And  in  Silver  Class,  room 
to  cross  your  legs  in  civilized 
comfort. 

All  of  which  means  that  in 
the  long  run  you  can  stretch  out 
as  if  at  home. 

And  that,  together  with  our 
incomparable  service  and  cui- 
sine, is  a  very  pleasant  way  to 
spend  your  flight. 

For  more  information, 
contact  your  travel  agent  or  call 
1  -800-722-9675.  In  New  York 
(212)  826-0996 


SOUTH  AFRICAN  AIRWAYS 
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Cbn'sler's  Maserati  TC 

A  $200  mtUionfailure? 

preferably.  Chrysler's  deliveries  to 
dealers  so  far  this  year  are  off  9%  from 
year-earlier  levels;  only  1  of  11  new- 
car  buyers  takes  a  Chrysler,  Plymouth 
or  Dodge.  Chrysler  may  have  recorded 
a  loss  in  the  first  quarter,  and  its 
stock,  at  1  TVs,  is  down  by  nearly  half 
from  its  1989  high. 

With  27%  of  the  U.S.  auto  market, 
Japanese  companies  have  clearly  tak- 
en business  away  from  Chrysler  as 
well  as  from  other  U.S.  makers.  But 
Chrysler  cannot  blame  all  its  prob- 
lems on  Japanese  competition  and  on 
American  prejudice  against  home- 
grown products.  Some  of  Chrysler's 
weakness  stems  from  giant  holes  in 
its  product  line. 

Look  at  the  small,  or  subcompact, 
car  market.  Four  to  five  years  ago 
Chrysler  was  selling  300,000  small 
cars  a  year,  mainly  Omnis  and  Hori- 
zons. But  the  company's  small  mod- 
els were  introduced  back  in  1978  and 
had  become  obsolete  and  almost  un- 
salable when  Chrysler  discontinued 
them  earlier  this  year.  Chrysler  said  it 
wasn't  making  money  on  Omnis  and 
Horizons,  but  that's  not  surprising 
considering  that  it  was  trying  to  sell 
the  outdated  small  automobiles  on 
the  basis  of  low  price. 

Ford,  by  contrast,  still  builds  small 
cars  in  this  country,  and  keeps  im- 
proving its  Escort  models;  for  in- 
stance, the  thoroughly  modem  1991 
Escort  will  be  in  showrooms  in  late 
April.  Thus  Ford  sells  some  350,000 
Escorts  a  year,  and  that  figure  is  ex- 
pected to  rise.  Honda^  meanwhile,  has 
been  selling  about  200,000  of  its  tmy 
Civics  annually. 

Another  hole  in  Chrysler's  current 
line  is  the  one  formerly  occupied  by 
its  big,  old-fashioned  rear-whccl-drive 
cars.  About  five  years  ago  Chrysler 
was  selling  150,000  Grand  Fury,  Fifth 
Avenue  and  Diplomat  models  annual- 
ly in  this  category.  But  last  year 
Chrysler  stopped  producing  the  land 
boats  and  closed  the  Kenosha,  Wis. 
factory. 

But  Golden  Oldies  still  sell  for  the 
other  big  American  companies.  Gen- 
eral Motors  has  modernized  its  big  old 
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i  spend  all  my  time 
building  my  practice. 

I  have  no  time  left  * 
to  build  a  portfolio. 

That's  why  I  need  my 
Chase  Private  Banker." 


-Dr.  Larry  Rosenthal 
Prominent  Cosmetic  Dentist 


Dr.  Larry  Rosenthal  has  a  thriving  dental  prac- 
tice on  New  York's  Upper  East  Side.  Celebrities 
and  other  patients  flock  to  him  from  around 
the  world. 

He  works  long  hours  and  hasn't  the  time  or  the 
intensive  training  required  to  handle  his  com- 
plex financial  affairs.  So  in  1981,  Dr.  Rosenthal 
turned  to  Chase  Private  Banking  for  help. 

Dr.  Rosenthal  says,"Chase  Private  Bankers  look 
at  people,  evaluate  their  needs,  desires  and 
preferences. They  understand  what's  good  for 
one  person  isn't  necessarily  good  for  someone 
else.They're  concerned,  they're  available  and 
they  make  suggestions.  You  get  a  sense  of  secu- 
rity from  Chase." 

If  you  have  an  income  of  $250,000  or  assets 
of  5500,000  to  invest  and  you  want  service  like 
this,  speak  to  a  Chase  Private  Banker. 

We  have  a  long  history  of  successfully  manag- 
ing money  for  wealthy  clients.  We  provide 
active  fixed  income  and  equity  investment 
management.  And, we'll  tailor  our  comprehen- 
sive array  of  financial  services  to  meet  your 
specific  needs. 

We  have  offices  in  New  York,  Florida  and  Cal- 
ifornia. Call  1-800-942-1414  ext.6l43  and  we'll 
put  you  in  touch  with  the  Chase  Private  Banker 
nearest  you. Then  you'll  find  out  how  we  can 
help  you.  Like  we've  helped  Dr.  Larry  Rosenthal. 

The  Chase  Private  Banker. 

All  the  financial  help  you'll  ever  need! 
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New  York,  Palm  Beach,  San  Francisco,  Los  Angeles,  San  Diego 

©  1990  The  Chase  Manhattan  Corporation     Member  FDIC 
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Thais  the  role  were 
)repared  to  play  in  the 
1990s.  The  role  Congress 
assigned  us  over  50  years 
ago.  To  help  finance 
jecent  housing  for  millions 
3f  American  families. 

Playing  that  role  over 
^he  next  10  years  will  require 
a  lot  more  than  a  strong 
commitment;  it  will  require 
a  strong  company  So 
^eVe  spent  the  last  decade 
getting  ready  for  the  next. 

We've  spent  the 
1980s  developing  a  balance 
sheet  that  is  strong  enough 
to  weather  the  stress  of 
uncertain  markets. 

We  revamped  our 
portfolio  and  deepened  our 
nnanagement.  And  at  times 
^e  have  bypassed  short- 
term  profits  when  it  helped 
mprove  our  long-term 
^mancial  strength.  All  with 
Dnly  one  thought  in  mind- to 
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r^W^  PutHomes 

VffllionE&milies 


be  there  in  the  1990s  when 
millions  of  new  families 
enter  the  housing  market. 

Fannie  Mae  is  an  idea 
that  works  as  well  today 
as  it  did  the  day  we  were 
chartered.  Perhaps  it  works 
even  better  Its  the  idea  of 
a  public/private  business 
that  is  dedicated  to  making 
mortgage  money  available 
throughout  the  country  at 
the  lowest  possible  cost. 

An  idea  that  worked 
for  over  7  million  families  in 
the  1980s.  A  valid  idea 
for  the  1990s,  and  for  as 
long  as  housing  remains  a 
national  priority 

Over  the  next  10  years, 
millions  of  families  will  be 
looking  for  homes. 

A  financially  strong 
Fannie  Mae  is  already  at  work 
to  make  sure  they  find  them. 

FannieMae 

The  USA's  Housing  Partner 
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77:)e  new  Sew  Yorker  and  small  Omni 

Chrysler's  successful  large  cars  don't  compensate  for  letting  the  small  cars  die. 


Chevrolet  Caprice  V-8  and  expects  to 
sell  a  few  hundred  thousand  this  year. 
Next  year  Ford  will  do  the  same  with 
its  Crown  Victoria  and  Mercury 
Grand  Marquis.  And  these  big  cars 
generally  bring  in  high  prices  and  high 
profits. 

Put  Chrysler's  big  bombers  together 
with  its  discontinued  Omnis  and  Ho- 
rizons and  you  have  some  450,000 
units  of  lost  sales  a  year.  That's  an 
impressive  number  considermg  that 
last  year  Chrysler  delivered  around 
920,000  cars. 

Chrysler  executives  argue  that  they 
dropped  the  big  cars  and  the  small 
ones  because  sales  were  down  and 
they  didn't  have  enough  money  to  do 
everything.  That's  true.  A  company 
that  makes  maybe  $1  billion  in  a  good 
year  can't  match  a  company  like  gm 
or  Ford  that  can  make  $4  billion  or  $5 
billion  in  a  good  year. 

Still,  some  of  the  investment 
choices  Chrysler  did  make  were  less 
than  successful.  It  has  been  reported 
that  Chrysler  may  have  lost  more 
than  $200  million  on  the  Maserati  tc, 
a  sports  coupe  developed  in  partner- 
ship with  the  Italian  automaker. 
That's  an  enormous  sum  to  lose  on  a 
high-price,  low-volume  roadster.  Af- 
ter all,  no  more  than  a  few  thousand 
will  ever  be  built. 

Chrysler  is  by  no  means  weak 
across  the  board.  It  made  an  apparent- 
ly smart  move  when  it  spent  $2  bil- 
lion to  buy  American  Motors,  produc- 
er of  the  Jeep.  Chrysler's  head  start  in 
minivans  remains  a  big  plus.  Also, 
Chrysler's  Belvidere,  111.  facte  ry  ran  at 
full  capacity  last  year,  turning  out 
240,000  cars  for  the  upper-middle  seg- 


ment— like  the  Chrysler  New  Yorker 
and  Dodge  Dynasty.  The  company's 
large  compacts  like  the  Plymouth  Ac- 
claim and  Dodge  Spirit  get  high  marks 
from  testers. 

"The  game's  not  over,  not  when  it 
comes  to  cars,"  Lee  lacocca  vows, 
pointing  to  these  undeniable 
strengths.   He's  right:    Chrysler  has 


overcome  worse  odds  than  the  pres- 
ent ones.  But  Chrysler's  new  small  car 
isn't  expected  until  1994-95,  and  the 
new  midmarket  car  won't  be  here  un- 
til 1992.  So,  for  the  next  few  years,  the 
holes  will  remain  in  Chrysler's  prod- 
uct lines.  lacocca  needs  to  get  some 
more  players  on  the  court — and  fairly 
quickly.  ■ 


Ford  Motor,  the  nation's  most  profitable 
automaker  and  number  two  in  sales,  is 
now  the  country^' s  second-biggest  provider 
of  financial  services,  too.  Profits,  on  the 
other  hand,  have  been  badly  squeezed. 

Slowing  traffic 
ahead 


By  Rick  ReifT 


AUTO  COMPANIES,  by  and  large, 
don't  have  very  good  records 
b  when  it  comes  to  diversifying. 
How,  then,  goes  Ford  Motor's  allout 
drive  to  become  a  big  player  in  finan- 
cial services? 

The  strategy  is  based  on  a  realiza- 
tion that  automaking  will  always  be  a 
fcast-and-famine     business.     Nearly 


broke  in  1980,  Ford  was  making  $4 
billion  a  year  in  profits  by  the  late 
1980s.  The  idea  was  to  invest  some  of 
the  late  1980s  auto  profits  into  a  busi- 
ness that  would  yield  consistent  prof- 
its even  when  auto  sales  were  rotten. 
In  years  like  that  a  billion  or  so  in 
outside  net  income  would  come  in 
mighty  handy.  The  goal  was  for  finan- 
cial services  to  eventually  produce 
30%  of  the  corporation's  profits. 
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The  first  company 

to  recognize 

that  people  can 

talKandfax 

at  the  same  time. 


With  that  in  mind,  AT&T  introduces  the  industty's  first 
two-line  phone  and  fax  machine.  The  AT&T  9015PE 

It  allows  you  to  send  or  recei\^e  faxes  without  rs'ing  up 
the  telephone  line.  While  you're  faxing,  you  can  talk  to  clients. 
Or  anyone  you  want.  So  you  can  get  twice  as  much  done. 

The  9015PF  has  the  kind  of  quality  and  reliability  that 
has  made  AT&T  business  phones  so  popular  In  fact,  readers 
of  Financial  World  rated  AT&T  #1  for  the  Best  of  Ever>ahing 
Qualit}'  Award  in  the  fax  categon' 

But  in  the  unlikeK'  event  that  something  does  go  wrong, 
you  can  get  assistance  24  hours  a  day  7  days  a  week  by 
calling  our  special  service  "hot  line." 


If  you're  interested  in  more  information  on  our  famil^'^  of 
AT&T  fax  machines,  just  call  us  at  1 800  247-1212,  ext  542. 

After  all,  would  you  rather  buy  a  fax  machine  from  a 
company  that  recognizes  your  abilities? 
Or  one  that  underestimates  them. 


AT&T 

The  right  choice. 


JAlliMii) 


European  style.  A  Washington  tradition.  Full 
health  club  facilities,  24  hour  concierge  and 
valet  ser\  ice,  multi-line  speaker  phones,  in 
the  heart  of  Washington.  D.C.,  at  16th  and  M 
Streets. 


The  Jefferson 

WASHINGTON.  D.C. 


THE  JEFFERSON 

Al  16th  and  M  Streets  in  Washington.  DC 

(8001368-5966     •     (202>  347-2200 

HOTEL  MAISON  de  VILLE 

In  the  heart  of  New  Orleans  French  Quarter 
(8001634-1600     •     (5041561-5858 

THE  LANCASTER 

In  Houston  s  Financial  &  Theater  District 
(800)231-0336     •     (7131228-9500 

Lancaster  Group  Hotels 


MEMBERS  OF  SMALL  LUXURY  HOTELS  &  RESORTS 


Jack  Van  Ani\i'erp 


Kenneth  Whipple,  Ford  executive  rice  president  for  financial  senices 

The  goal,  a  30%  contribution  to  corporate  profits,  is  still  a  long  way  off. 


With  its  $3.4  billion  purchase  last 
November  of  the  Associates,  the  Dal- 
las-based finance  company,  Ford  Mo- 
tor became  the  nation's  second-larg- 
est provider  of  diversified  financial 
services.  Ford  no-w  sits  on  $115  billion 
worth  of  banking-related  assets. 
While  about  half  of  this  is  Ford  Credit 
Co.'s  automotive  paper,  the  balance 
would  still  make  Ford  a  big  player. 
Only  Citicorp,  with  $230  billion  in 
assets,  is  bigger  overall. 

Headed  by  Kenneth  Whipple,  exec- 
utive vice  president.  Ford's  financial 
services  group  includes  First  Nation- 
wide Financial  Corp.,  the  country's 
third-largest  thrift;  Ford  Motor  Credit 
Co.,  the  auto  loan  arm;  U.S.  Leasing 
International  Inc.;  and  the  Associates, 
a  general  consumer  credit  company. 

While  Ford  has  assembled  a  formi- 
dable pile  of  assets,  it  has  yet  to  ex- 
tract from  it  a  commensurate  return. 
Last  year  Ford's  net  income  totaled 
$3.8  billion.  How  much  of  that  was 
from  financial  services?  About  $660 
million,  but  a  chunk  of  this  was  only 
possible  because  of  a  $221  million 
payment  from  the  government  for 
taking  over  several  failed  savings  and 
loans.  Ford  has  spent  some  $5.5  bil- 
lion c;  /er  the  last  five  years  to  acquire 
assets  for  its  financial  services  group. 
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The  group's  return  on  equity  was  10% 
last  year,  almost  all  of  it  from  the  old 
standby.  Ford  Motor  Credit.  That's 
nothing  to  cheer  about. 

For  contrast,  returning  14%  or  bet- 
ter last  year  were  General  Motors  Ac- 
ceptance Corp.,  San  Francisco-based 
Wells  Fargo  &.  Co.  and  Household  In- 
ternational Inc.,  the  Chicago-based 
consumer  finance  company — a  trio  of 
competitors  that  Ford  itself  says  it 
would  like  to  more  than  match  in 
profitability. 

San  Francisco-based  First  Nation- 
wide, purchased  by  Ford  from  Nation- 
al Steel  Co.  for  $500  million  in  1985, 
has  caused  Ford  plenty  of  headaches. 
To  add  to  that  then  reasonably 
healthy,  173-branch  institution.  Ford 
spent  more  than  $250  million  for  13 
other,  mostly  sick,  thrifts  operating  in 
eight  states.  With  assets  of  $30  bil- 
lion, First  Nationwide  is  now  the  na- 
tion's third-largest  thrift.  So  far,  the 
savings  and  loan  business  hasn't  been 
a  good  place  to  be  as  the  industry's 
problems  mount. 

After  bankrolling  that  aggressive 
savings  and  loan  expansion,  Ford 
changed  course.  It  pulled  out  of  Ken- 
tucky and  is  doing  the  same  in  Ha- 
waii, and  it  closed  150  branches  in 
K  mart  stores,  a  once-heralded  project 
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How  United  flies  in  the  fece 
of  currency  fluctuation* 


United  now  flies  to  the  Far  East.  To  Osaka, 
Tokyo,  Singapore  and  more.  It's  a  fest-growing  mar- 
ket—already 20%  of  their  total  revenues. 

But  i^s  also  a  fast-growing  source  of  financial 
risk— as  yen/dollar  exchange  rates  bounce  up  and 
down. 

Yen  futures  and  options  on  the  Chicago  Mercan- 
tile Exchange  give  United  a  300  million  dollar  ^^ 
safety  belt.  S)  turbulent  rates  won't  upset  profit  gf  ( 
projections. 


^30 


United  will  soon  be  able  to  trade  future;  and 
options  around  the  clock,  via  the  CME's  new  elec- 
tronic trading  system,  GLOBEX.  The  CME  lists 
futures  and  options  on  Yen,Deutschemarks,  Britisfi 
Pounds,  Swiss  and  French  Francs,  Australian  an  ' 
Canadian  Dollars. 

If  you  need  a  way  to  keep  your  yen  in  an  up 
j^^right  and  locked  position,  consider  futures  and 
!■■■  options  on  the  Chicago  Mercantile  Exchange. 
tmSr  We  help  smart  businesses  manage  risk. 


CHICAGO  MERCANTILE  EXCHANGE® 

The  exchange  of  ideas. 
1-800-331-3332  (US)     01-920-0722  (Europe)     03-595-2251  (Pacific) 
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Photograph,  courtesy  of  United  Airlines 


Conpaq  delivers  performance 

R)r  one. 


Novv'  everyone 
in  your  company  can 
take  advantage  of  the 
latest  evolution  of 
PC  technology 
with  the  COMPAQ 
DESKPRO  486/25 
Personal  Computer 
and  the  COMPAQ 
SYSTEMPRO 
Personal  Computer 
System. 

The  COMPAQ  DESKPRO  486/25  is  for 
individuals  who  need  ultimate  performance 
to  handle  the  most  demanding  applications. 
You  get  it  from  the  powerful  Intel  25'MHz 
486  that's  optimized 
with  a  second-level 
128'Kbyte  cache.  This 
drives  numeric-intensive 
applications  up  to 
three  times  faster 
than  25-MHz  386s, 
outpacing  many 
technical  work- 
stations. 

The  486  works  with  COMPAQ  Flex 
Architecture  that  integrates  a  processor/memory 


The  COMPAQ  DESKPRO  -1^^,, :. 

was  designed  from  the  ground  up  to 

unleash  the  power  of  the  evolutionary 

25-MHz  486  microprocessor. 


bus  with  the  Extended  Industry  Standard 
Architecture  (Extended  ISA  or  EISA)  I/O  bus. 
This  maximizes  throughput  while  maintaining 
compatibility  with  8-,  16-  and  32-bit  boards. 

Expandability  is  built  in.  The  4  megabytes 
of  standard  memory  is  expandable  up  to  100 
megabytes.  You  have  room  for  up  to  seven 
expansion  boards  and  seven  storage  devices 
(to  hold  up  to  1.3  gigabytes  of  data  internally). 
There's  even  a  socket  for  an  optional  Weitek 
4167  coprocessor  to  crunch  numbers. 

For  single  users,  there's  nothing  like  it. 

The  COMPAQ  SYSTEMPRO,  on  the 
other  hand,  lets  people  who  work  together  work 
faster  than  ever  before. 

It's  the  ideal  network  server  to  handle 


COMPAQ,  DESKPRO,  Registered  US.  Patent  and  Trademark  Office.  SYSTEMPRO  Is  a  irad'tnark  oJOmpay  Computer  CorpoiaiKm.  Pn)duit  name^  meniumeJ  heirin  may  He  trademarks  and/or  irgittered  irademarki  ii)  mhet  lomponiev 


that  will  have  business  bcx)ming. 
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advanced  networks.  To  take  advantage  of  new 
client-server  applications  like  shared  databases. 
And  to  manage  multiuser  processing. 

Every  aspect  of  it  is  engineered  to  deliver 
unprecedented  total  system  performance  and 
expandability. 

Its  flexible  system  processor  design  lets  you 
^      use  both  33'MHz  386  and  future 
flflJI^B      33'MHz  486  technology, 
^^^^p  Computing  potential  can 

^^^m     ^jgmH^m     be  increased  up 

to  four  times  by 
adding  a  second 

The  COMPAQ 
SYSTEMPRO  brings 
an  unprecedented  com- 
bination of  performance 
and  expandability  to 
multiple  users. 


system  processor.  You  can 
use  two  386  processors  now. 
Or  work  with  a  386  and  a 
486,  or  two  486  proces- 
sors in  the  future.  So  your 
investment  is  protected. 
This  power  is  com- 
plemented by  the 
EISA  I/O  bus  that 
lets  people  share  data 
faster.  They  can  access  it 
faster,  too,  thanks  to 
innovative  drive  array  technology. 

The  COMPAQ  SYSTEMPRO  grows 
with  your  needs.  Its  performance  actually 
increases  when  you  add  options  like  system 
processors  or  drive  arrays. 

It  grows  in  other  ways  that  are  simply 
amazing.  Memory  expands  to  256  megabytes. 
You  can  use  11  expansion  devices,  work  with 
11  storage  options  and  store  up  to  4.28  gigabytes 
of  data.  And  that's  just  the  start. 

For  a  free  brochure  and  the  location  of 
your  nearest  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  111.  In 
Canada,  1-800-263-5868,  Operator  111 

camPAa 

It  simply  works  better. 


©1990  Compaq  Compuier  Corporation.  All  rights  reserved. 


Gem-  Gropp 


M*»* 


1S8* 


sr, 


'Ocj, 


:(E)i]nBR 


Oc 


^^t^7r:zT: 


*NO  SOTTLKO  »'' 


<;p 


.A. 


First  Nationwide  Presidetit  John  Deiine  (left)  and  Chairman  Roher't  Lcickoric 
The  San  Francisea-based  thr^  has  been  Ford's  big  headache. 


that  was  losing  $20  million  a  year. 

Robert  Lackovic,  First  Nation- 
wide's  chairman  and  a  pre-Ford 
holdover,  and  John  Devine,  a  hard- 
nosed  Motor  City  controller  and  the 
thrift's  president  since  October 
1988,  face  some  daunting  problems. 
First  Nationwide's  300  offices  are  in 
some  very  competitive  markets,  in- 
cluding Chicago,  Nevsr  Jersey  and 
Los  Angeles.  Consumer  deposits  on 
average  total  about  $46  million  per 
branch.  The  rule  of  thumb  for  retail 
outposts  the  size  of  First  Nationwi- 
de's is  that  anything  less  than  $75 
million  per  branch  cannot  be  consis- 
tently profitable. 

One  obvious  way  for  Ford  to  boost 
that  deposit  base  is  to  keep  buying 
deposits  from  insolvent  thrifts  and 
then  consolidate  branches.  But  new 
federal  guidelines  will  increase  the 
bidding  competition  for  these  thrifts. 
And,  for  all  the  smart  money  lured 
into  savings  and  loan  turnarounds  in 
recent  years,  the  business  continues 
to  demand  patience,  patience  and 
patience. 

Ford  Motor  Credit  Co.  is  a  depend- 
able profitmaker,  but,  along  with 
General  Motors  Acceptance  Corp.,  it 
has  gotten  deeply  into  risky  five-year 
loans.  The  default  rate  on  those  loans. 


which  make  up  half  of  Ford's  portfo- 
lio, has  climbed  for  Ford  as  well  as  for 
other  lenders.  Higher  loan  losses  con- 
tributed to  a  20%  decline  in  Ford  Mo- 
tor Credit's  profits  last  year. 

What  about  Ford's  newest  financial 
baby,  the  Associates?  This  deal  looks 
better,  but  Ford  had  to  pay  3.3  times 
the  Associates'  book  value  to  land  its 
$14  billion  in  mostly  consumer  loans 
and  truck  leases,  and  its  trouble-free 
record  of  average  14%  annual  profit 
growth.  The  Associates  should  net 
$100  million  in  cash  flow  for  Ford  this 
year,  not  bad  for  openers.  But  subtract 
$60  million  a  year  in  goodwill  amorti- 
zation, and  it  will  be  five  years  before 
the  finance  company  returns  10%  on 
Ford's  investment,  assuming  it  main- 
tains its  brisk  rate  of  growth. 

To  label  Ford's  foray  into  financial 
services  a  bust  would  be,  to  say  the 
least,  premature.  After  all,  with  the 
planned  sale  of  its  aerospace  subsid- 
iary, and  the  possible  spinoff  of  its 
Ford  New  Holland  farm  equipment 
unit  into  a  venture  with  Fiat  SpA  of 
Italy,  Ford  has  pegged  its  entire  diver- 
sification strategy  on  financial  ser- 
vices. More  deals  are  sure  to  follow. 

For  now,  though.  Ford  is  just  a  big 
kid  taking  his  lumps  in  financial 
services.  ■ 
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Sat'is^fac^tion.  (1)  To  ITT  Sheraton,  in 
sixty  five  countries  throughout  the  world,  it 
means  a  commitment  to  making  sure  all 
of  your  business  needs  are  satisfied.  (2)  To 
surround  you  with  a  spirit  of  service  and 
a  sense  of  caring  and  concern^. 
Choice's.  (1)  Sheraton  Hotels  offer  you  a 
complete  selection  of  exceptional  services 
and  fine  amenities.  (2)  Sheraton  Inns  are 
conveniently  located  near  highways  and 
airports,  in  a  less  formal  setting. 

(3)  Sheraton  Resorts  let  you  con- 
duct business  while  enjoying  a 
variety  of  vacation  activities. 

(4)  Sheraton  All-Suites  feature  a 
morQ  spacious  atmosphere  for 
added  comfort. 
Dai'ly  news-pa^per.  (1)  It's 
important  to  start  your  day 
fully  informed.  (2)  We 
deliver  the  morning  paper 
right  to  your  door. 
Ex-press  check-out. 
(1)  With  Express  Check- 
out, we'll  have  your  bill 
waiting  for  you  at  the  front 
desk.  (2)  Many  of  our  loca- 


tions also  feature  video  check- 
out right  from  your  room. 
Meet-ing  serv-ice-s.  (1)  Our 
experienced  meeting  profes- 
sionals will  help  make  your 
meeting  a  success.  (2)  Sheraton 
features  state-of-the-art  facili- 
ties for  large  or  small  groups. 
Sher-a-ton  Club-In-ter-na' 
tion-al.  (1)  It's  the  most  re- 
warding worldwide  frequent 
guest  program.  (2)  We  upgrade 
your  room  whenever  possible. 
(3)  A  guaranteed  4:00  p.m. 

check-out. 

(4)  The  more 

times  you  stay, 

the  more 

points  you 

earn  towards 

unlimited  free 

travel  and  high 

quality  mer- 
chandise. 

Call  for  res- 

er-va-tions. 

(1)  Experience  Sheraton  Satisfaction  for 

yourself.  (2)  Call  our  toll  free  number  for 

reservations  worldwide.  (3)  Or  have  your 
travel  agent  call. 

800-325-3535 
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ITT  Sheraton 

HOTELS  •  INNS  •  RESORTS  ALL-SUITES 
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Spending  a  lot  of  money  on  a  car  doesn't  ensure 
you'll  feel  good  spending  a  lot  of  time  driving  it. 

However,  the  Mazda  929S  is  a  product  of  Kansei 
Engineering  — an  automobile  designed  around 
human  emotions.  Creating,  perhaps,  the  most  stress- 


free  driving  environment  available  at  any  price. 

Attributable  to  not  only  the  obvious  benefits  of     ^^ 
a  190-horsepower  DOHC  V6,  anti-lock  brakes  and 
E-link  rear  suspension.  But  also  to  such  subtle  touches  i 
as  the  discreetly  placed  infrared  sensor  you'll  find  on 


/ 


'>Vf 


the  dash.  It  senses  sunlight  in  the  cabin,  which  can 
make  you  feel  warmer,  and  then  automatically  adjusts 
the  climate  control  system  to  compensate. 

In  fact,  the  929  S  boasts  a  standard  list  of  creature 
comforts  so  extensive  only  five  items  are  optional. 


The  result  is  a  car  that  feels  right  every  single 
minute.  Even  when  those  minutes  add  up  to  hours. 
For  more  information  call  1-800-424-0202. 


It  Just  Feels  Right; 


In  business,  if  you  dont  make  mistakes, 
you  re  probably  not  trying  hard  enough. 
It's  how  you  handle  the  mistakes  that  mat- 
ters. Contel  Coip.'s  Charles  Wohlstetter 
handled  his  beautifully. 

'Tail"  is  not 
four-letter  word 


By  Fleming  Meeks 


EXPERIENCE,"  says  Contel 
Corp.'s  feisty  chairman, 
Charles  Wohlstetter,  para- 
phrasing Oscar  Wilde,  "is  the  name 
that  we  give  to  our  mistakes." 

Wohlstetter,  80,  has  had  plenty  of 
that  kind  of  experience — along  with 
more  than  his  share  of  successes. 

For  a  telephone  executive,  Wohl- 
stetter has  had  an  extraordinarily  var- 
ied career  (see  box,  p.  98).  He  went  to 
Wall  Street  at  an  early  age,  had  a  fling 
as  a  Hollywood  screenwriter,  and,  de- 
ciding that  his  real  talent  was  for  busi- 
ness, started  an  aircraft  parts  compa- 
ny before  returning  to  Wall  Street.  He 
didn't  get  into  telephones  until  he 
was  past  50,  in  1961,  when  as  a  finan- 
cier he  assembled  Contel  by  acquiring 


Contel  Chairman  Charles  Wohlstetter 
At  80,  stUl  betting  on  the  future. 
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INSPIRATION 


Sometimes  you 
face  the  task  and 
almost  wish  you  didn't 
aim  so  high.  Life  would 
be  simpler.  Solutions 
would  be  ready-made. 
A  weekend  could  be  ■ 
relied  upon  to  be  a 
weekend.  Overall, 
there'd  be  a  lot  less  time 
with  your  door  shut. 

You  can  say  it 
about  writins.  And  you 
can  say  it  about  creat- 
ing a  custom  package 
of  defined  contribution 
retirement  services. 
You  can't  run  with  what 
occurs  to  you  first,  or 
what  occurred  to  you 
last  time,  or  what  has 
occurred  to  others.  For 
no  reason  other  than 
you  just  can't. 

So  you  start  by 
building  a  relationship 


with  your  prospect. 
Rather  than  assume, 
you  ask.  Then  you 
clarify.  Call  back  and 
raise  an  issue.  Do  it 
until  the  substance  of 
the  problem  solidifies, 
becomes  concrete. 

Only  then  can 
you  begin  to  craft  a 
really  effective  retire- 
ment package.  Work 
that's  worthy  of  the 
market  leader.  You 
ball  up  the  first  drafts 
and  shoot  baskets. 
Until  that  viewpoint, 
that  pure  perspective, 
wanders  by  and 
elects  to  make  itself 
apparent. 

You  have  your 
talent,  your  reputation, 
your  tools,  and  yet 
you  start  from  scratch 
every  time. 


^^k  Fidelity  Instiiuiional 

yr^  RetiremeniSeruices  Company 


A  Fidelity  Investments  Company 

82  Devonshire  Street,  L9C,  Boston.  MA  02109     1-800-345-5033,  Ext.  5602.  (In  Massachusetts,  call  collect,  61 7-570-5602.) 


HERMELINDA  UPHOLDS  AN 

IRONCLAD  PRINCIPLE:  EVER\THIN( 

IN  HER  HOTEL  SHOLTLD  BE  IN 

PERFECT  CONDITION.  INCLUDING  YOL 


HcrnteliiKla,  licallli  Clul>  Maiia,icr 
I'oiir  Sciisonii  Olympic  Hotel,  Sv.idle 


She  rir.iny  Relieves  that,  while  granting  your  every  wish  may  be  the  philosophy  of  the  hotel, 
there  are  still  some  things  you  must  oo  ror  yourself.  With  that  in  mind,  she  takes  you  througii  ,. 

1      r  1  11  1       1  1  FbuiSeasons 

your  workout,  from  warm-up  stretches  to  a  well-oeservea  massage.  For  at  the  Four  Seasons         OIVniDJCHotGl 
we  feel  taking  care  of  you  means  doing  everything  we  can.  Even  if  that  means  putting  you  to  work. 

411  Universot  Street,  Seattle,  WA  981 01  hioNi;  (206)  621-1700 


United  States 

Austin 

Boston 

Chicago 

Chicago 
(Ritz-Carlton) 

Houston 
(Center) 

Houston 
(Inn  on  the  Park) 

Los  Angeles 
(At  Beverly  Hills) 

New  York 
(The  Pierre) 

Newport  Beach,  California 

Philadelphia 

San  Francisco 

Seattle 
(The  Olympic) 

Washington,  D.C. 

Canada 

Montreal 
(Le  Quatre  Saisons) 

Ottawa 

Toronto 
(Yorkville) 

Toronto 
(Inn  on  the  Park) 

Vancouver 

United  Kingdom 

London 
(Inn  on  the  Park) 

Resorts 

DaUas 
(Las  Colinas) 

■    Maui 
(Wailea) 

Nevis,  W.I. 
'       (Late  1990) 

Santa  Barbara 
(The  Biltmore) 

Canada 

(Minaki  Lodge, 

Northern  Ontario) 


For  reservations,  call  your  travel  agent,  or  in  the  U.S. 
call:  (800)  332-3442;  in  Canada  (800)  268-6282. 


FburSeasons 

Hotels»Resoits 
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Ann  StaieVSaba 


Contel  Chief  Executive  Donald  Weber 
Bring  on  the  cable  competitors. 


and  consolidating  more  than  700  rural 
telephone  companies. 

But  in  1978  he  decided  that  growth 
in  basic  telephony  was  over.  So  Wohl- 
stetter  jumped  into  such  exciting 
businesses  as  microcomputers,  satel- 
lites, telephone  equipment,  telecom- 
munications engineering  and  con- 
struction, and  credit  card  authoriza- 
tion. Like  the  detour  to  Hollywood, 
the  diversification  didn't  work  out, 
but  Wohlstetter  showed  again  that  he 
could  learn,  and  learn  well,  from  his 
mistakes. 

In  1985  Contel's  nontelephone  op- 
erations ran  up  pretax  losses  of  nearly 
$65  million.  By  1987  the  losses  had 
widened  to  over  $238  million.  Fortu- 
nately— and  ironically — the  stodgy 
old  telephone  business  kept  growing 
and  earned  pretax  profits  of  $465  mil- 
lion in  1987. 

Wohlstetter  owned  up  to  the  flawed 
strategy  and  began  cutting  his  losses. 
Says  he:  "There  is  nothing  that  says 
that,  having  gotten  an  idea  that  is 
wrong,  you're  committed  to  it  for  the 
rest  of  your  life."  He  convinced  his 
board  of  directors  to  cancel  an  ill- 
considered  merger  with  Communica- 
tions Satellite  Corp.  He  also  replaced 
Chief  Executive  John  Lemasters,  who 
had  spearheaded  the  Comsat  merger, 
with  Donald  Weber,  longtime  head  of 
Contel's  telephone  operations. 

Weber,  formerly  an  accountant 
with  Arthur  Andersen,  who  joined 
Contel  in  1964,  immediately  began 
refocusing  the  company  as  a  tele- 
phone communications  operation. 
Today  Atlanta-based  Contel  (1989 
sales,  $3.1  billion)  is  again  basically  a 
telephone  company,  at  a  time  when 
the  telephone  business  is  jumping. 


Last  year  Contel's  2.6  million  access 
lines  generated  over  $1  billion  in  oper- 
ating cash  flow,  on  revenues  of  $2.2 
billion. 

Contel's  geographical  spread  is 
broad.  Operating  in  30  states  (with 
large  concentrations  in  fast-growing 
parts  of  Virginia  and  California),  its 
local  exchange  business  has  stayed 
solidly  out  front  with  new  technol- 
ogies. Contel  was  the  first  indepen- 
dent telephone  company  in  the  U.S. 
to  install  a  digital  telephone  switch, 
back  in  1976;  today  84%  of  Contel's 
switches  are  digital,  as  against  only 
37%,  on  average,  for  the  seven  region- 
al Bell  operating  companies.  Weber 
says  Contel's  network  will  be  virtual- 
ly all  digital  by  1993. 

Digital  switches  bring  a  dual  advan- 
tage. They  cut  labor  costs  significant- 
ly. And  they  increase  capacity  dra- 
matically, making  it  possible  for  Con- 
tel to  offer  high-margin  services  like 
call  waiting,  call  forwarding  and 
touch-tone  dialing.  Last  year  these 
add-on  services  brought  in  over  $55 
million,  at  operating  margins  of 
around  60% . 

Like  the  indulgent  parent  of  a  pre- 
cocious adolescent,  Contel's  basic 
telephone  operations  are  supporting 
what  might  become  a  huge  business 
several  years  down  the  road:  cellular 
telephony.  In  late  February  Contel 
Cellular,  the  company's  90% -owned 
cellular  subsidiary  (the  balance  is 
publicly  held),  completed  a  $1.3  bil- 
lion cash  purchase  from  McCaw  Cel- 
lular Communications  of  6.1  million 
potential  cellular  subscribers,  or  pops, 
in  Kentucky,  Alabama  and  Tennes- 
see. Contel  Cellular  is  now  the  coun- 
try's sixth-largest  cellular  company. 
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Andre  Kertesz,  January  1, 1972,  Martinique 


Ihere  is  nothing  like 

r'Color  TVs 
&VCRs 

dream  to  create  the  future!' 

j    Computers 
&  Printers 

Victor  Hugo 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 

Systems 

Home  Appliances 

Industrial  Motors 

&  Controls 

Liquid  Crystal 
Displays 

,    Medical  Tubes 

The  nurturing  force  for  a  seed                                  I 

i 

called  dream  is  our  desire  to  imagine  a                              l 

•^  MR  Imaging 

better  tomorrow. 

•    Nuclear  Medicine 

Then  help  to  create  it. 

OPTO  Electronic 
Devices 

At  Toshiba,  we've  been  turning 

dream  into  a  tangible  future  for  over  one 

Picture  Tubes 

hundred  years. 

Portable  Audio 

Sustaining  it  now  with  our 

Professional 

Video  Systems                  '\ 

commitment  to  manufacturing  in  the  U.S. 

Room 

And  with  a  wide  diversity  of  products 

Air  Conditioners 

of  the  highest  quality. 

Semiconductors 

All  of  which  have  helped  make  us 

Telecommunication          j 

one  of  the  leading  electrical  and  electronic 

Systems                           \ 

1 

manufacturers  in  the  world. 

Turbines 
&  Generators 

And  a  company  that  believes 

dreams  can  come  true. 

Ultrasound 

Uninterruptible 
Power  Supply 

In  Touch  with  Tomorrow 

Variable  Speed 

Drives                            i 

TOSHIBA 

X-Ray  Systems 

with  licenses  covering  over  22  mil- 
lion potential  subscribers.  Current 
subscribers:  95,000.  Projected  1990 
revenues:  $183  million 

Wohlstetter  paid  a  bagh  $205  per  pop 
for  the  McCaw  licenses  {McCaw  re- 
cently paid  an  even  higher  $275  per  pop 
to  gain  control  ^-f  Lin  Broadcasting's 


licenses).  There  is  no  way  Contel's 
new  licenses  will  be  able  to  carry  their 
financing  costs  until  1993  at  the  earli- 
est. Moreover,  noncash  charges,  like 
depreciation  and  amortization  of 
goodwill,  arising  from  the  acquisition 
of  the  McCaw  properties  will  punish 
Contel's  earnings  in  the  near  term — 


1990  earnings  are  expected  to  fall  to 
$1.25  a  share,  from  1989's  $1.74  a 
share.  But  where  it  really  counts — in 
cash  flow,  which  was  over  $4.50  per 
share  last  year — Contel  won't  suffer 
much.  Recent  price  for  Contel's  159 
million  shares  outstanding:  ISVi. 
Contel's    cellular    strategy    boils 


Retire?  Oh,  sure 


-  at  80,  communica- 

j^iu  '  i>coon  Charles  Wohl- 
t  •- i  was  one  of  those  rare  Wall 
Sueet  types  who  survived  the 
1929  crash.  He  was  the  third  of 
four  children  of  a  lawyer  who 
died  when  Charles  was  7,  leav- 
ing an  estate  of  $275.  A  preco- 
cious student,  Wohlstetter  grad- 
uated from  New  York  City's 
free-tuition  City  College  with  a 
degree  in  English  and  history  in 
February  1929,  when  he  was 
only  18. 

He  grabbed  a  job  as  a  runner 
with  a  small  brokerage  house  on 
Wall  Street  and  quickly  ad- 
vanced in  the  last  days  of  the 
great  Twenties  bull  market.  He 
advised  his  boss  to  short  the 
market  in  August.  For  that  rash 
judgment  he  was  shunted  off 
into  a  comer  with  a  $50,000 
stake  to  manage.  After  the  stock 
market  crashed  that  October, 
Wohlstetter  says,  he  had  the 
only  capital  left  in  the  firm.  A 
short  time  later,  Wohlstetter  and 
a  partner  opened  up  their  own  brokerage  house. 

Wohlstetter  is  the  kind  of  person  who  is  not  afraid  to 
try  new  things — and  to  change  his  mind  when  neces- 
sary. Fearing  that  he'd  fallen  into  finance  accidental- 
ly, in  1938  Wohlstetter  moved  to  Hollywood  to  try 
his  hand  at  screenwriting.  Once  there,  he  fell  in  with 
a  group  of  expatriate  New  York  writers,  including 
Dorothy  Parker  and  Robert  Benchley.  "My  first  blind 
date  in  Hollywood,"  recalls  Wohlstetter,  "was  Hedy 
Lamarr." 

During  the  year  he  spent  in  Hollywood,  he  sold  three 
screenplays  and  earned  roughly  $7,000.  Only  one,  a  B 
picture  called  What  Millionaire  Playboy,  was  produced. 
Not  a  bad  year's  pay  by  1938's  standards,  but  Wohlstet- 
ter opted  to  return  to  the  even  more  lucrative  busi- 
ness world. 

Returning  to  New  York  in  1939,  Wohlstetter  set  up 
Atlas  Aircraft  to  manufacture  airplane  parts  for  the 
Army.  Profiting  handsomely  once  the  U.S.  entered 
World  War  II,  he  opened  a  small  investment  banking 
firm  which,  among  other  things,  helped  to  transform 
the  fading  S.S.  Kresge  stores  into  what  would  later 
become  K  mart. 

He  more  or  less  stumbled  into  the  telephone  busi- 
ness. To  help  bail  out  a  troubled  investment  m  an 
Alaska  phone  company,  he  hired  a  young  salesman. 


Wobbtetter,  ca.  79,19 
Baelfcfrom.  Hollywood. 


Phillip  Lucier,  from  equipment 
supplier  Stromberg-Carlson. 
Soon  afterward,  Lucier  suggested 
to  Wohlstetter  that  great  effi- 
ciencies could  come  from  con- 
solidating a  bunch  of  small  rural 
phone  companies — there  were 
some  4,650  out  there  at  the  time. 
Wohlstetter  agreed  and  had 
profiles  prepared  on  all  4,650.  As 
the  companies  came  up  for  sale, 
he  and  his  partners  would  often 
hop  in  the  company  plane  to 
make  the  deal  that  same  day  if  it 
looked  attractive.  Over  the  next 
ten  years  or  so.  Continental 
Telephone,  as  it  was  then  called, 
snapped  up  over  700  little  com- 
panies, always  paying  with  Con- 
tinental stock. 

"We  were  trading  at  five  or  six 
times  book  value,"  recalls  Wohl- 
stetter, who  still  shakes  his  head 
in  disbelief  when  reminded  that 
he  was  often  criticized  for  over- 
paying. "It  was  like  using  Hon- 
duras money." 
Much  the  same  charge  is  lev- 
eled against  him  for  the  prices  Contel  has  paid  for  some 
of  its  recent  cellular  telephone  licenses.  He  first  met 
Craig  McCaw  last  June  at  a  meeting  of  the  National 
Security  Council's  Telecommunications  Advisory 
Committee.  Suspecting  that  McCaw,  who  had  recently 
launched  his  ambitious  bid  for  Lin  Broadcasting,  might 
find  himself  in  need  of  cash,  Wohlstetter  told  Contel's 
cellular  team  to  do  an  analysis  of  McCaw  properties 
that  might  become  available.  In  early  October,  after 
four  days  of  almost  nonstop  negotiations,  Wohlstetter 
and  his  team  concluded  the  largest  deal  in  Contel 
history:  the  purchase  of  6.1  million  potential  cellular 
subscribers  from  McCaw  Cellular  Communications 
for  $1.3  billion.  The  price,  $205  for  each  potential 
customer,  was  high  even  by  cellular  standards,  but 
Wohlstetter  is  convinced  that  when  people  look  back 
at  the  end  of  the  decade  they  will  marvel  at  how 
cheaply  he  made  the  deal. 

Wohlstetter,  who  works  out  of  an  art-filled  office  in 
Manhattan's  Seagram  Building,  will  officially  cele- 
brate his  80th  birthday  in  early  May  at  a  black-tie 
dinner  at  New  York  City's  Pierre  Hotel.  When  asked 
if  he  ever  plans  to  retire,  Wohlstetter,  who  had  a 
heart  attack  two  years  ago,  responds:  "Yes,  of  course, 
I  will,  I  will."  Before  one  can  ask  when,  he  changes 
the  subject.— F.M. 
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Municipal  bonds  are  more  than  secure,  tax-free  investments.  They  are 

the  source  of  another  kind  of  security  because  they  purify  and  protect  the 

water  essential  to  our  lives  and  our  futures.  As  America's  leading 

municipal  bond  insurer,  it's  nice  to  know  we're  a  source  of  security,  too. 

Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 
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Vice  Chairman  John  Segall 
Strategist  for  thefuture. 

down  to  clustering  its  licenses  in  large 
regional  systems  and  marketing  these 
broad  calling  areas  to  customers  on 
the  grounds  that  their  cellular  calls 
will  be  cheaper.  When  cellular  callers 
roam  between  different  cellular  sys- 
tems, they  are  charged  around  $2  a 
day  to  connect  into  another  cellular 
provider's  network.  They  are  also 
charged  premium  per-minute  prices 
to  use  the  system.  But  within  large 
regional  systems  like  those  Contel  is 
forging,  roaming  charges  are  eliminat- 
ed, and  calls  to  a  subscriber  find  him 
anywhere  within  his  home  network. 

Contel  Cellular  Chief  Executive 
Paul  Kozlowski  agrees  that  cellular 
giant  McCaw  Cellular's  proposed 
"seamless"  nationwide  network 
(Forbes,  Dec.  25,  1989]  will  pose  a 
serious  threat  if  left  unchallenged. 
"For  cellular  to  be  a  really  great  busi- 
ness," says  Kozlowski,  "you've  got  to 
have  a  nationwide  network."  But 
Kozlowski  foresees  a  loosening  of  the 
restrictions  on  the  Baby  Bells,  such 
that  they  would  be  permitted,  along 
with  independent  telephone  compa- 
nies like  Contel,  to  jointly  engineer 
and  market  a  de  facto  national  cellu- 
lar network  to  rival  McCaw.  Contel 
most  likely  would  have  tics  to  both 
networks. 

What  of  recent  threats  to  cellular's 
duopoly  status — particularly  the  so- 
called  personal  communication  net- 
works, a  more  limited  but  theoretical- 
ly less  expensive  form  of  mobile  com- 
munications? Kozlowski  IS  skeptical 
about  PCN.  He  points  out  that  the 
licensing  process  alone  for  cellular 
has  taken  eight  years,  and  the  cellular 
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networks  are  not  expected  to  be  com- 
pleted for  another  two  years.  More- 
over, the  specifications  for  pcn  tech- 
nology have  yet  to  be  written  in  the 
U.S.  If  PCN  does  have  commercial 
promise,  current  cellular  operators 
themselves  will  probably  offer  it,  un- 
less the  government  bars  them. 
^  There  is  a  third  leg  to  the  Contel 
stool:  Federal  Systems,  which  handles 
everything  from  satellite  tracking  for 
NASA  to  image  compression  and  en- 
hancement for  various  branches  of  mil- 
itary intelligence  to  operating  tele- 
phone networks  on  military  bases. 

Federal  Systems  earned  only  $14 
million  on  revenues  of  $526  million 
last  year.  But  the  real  value  of  the 
operation  lies  in  its  research  and  de- 
velopment   activities,    which    keep 

**There  is  nothing  that  says 
thatt  having  gotten  an  idea 
that  is  wrong,  you're 
committed  to  it  for  the  rest  of 
your  life." 

Contel  abreast  of  the  latest  develop- 
ments in  video  images  as  well  as  voice 
and  data  transmission. 

Wohlstetter  believes  that  "it  is  in- 
evitable" that  telephone  companies 
will  be  allowed  into  the  cable  tv  busi- 
ness, very  likely  within  the  next  five 
years.  And  Contel,  with  around  85% 
of  its  access  lines  going  to  residential 
customers,  is  already  developing  the 
technology  to  efficiently  bring  cable 
television  and  information  services 
over  fiber-optic  lines  into  rural  and 
suburban  homes. 

Also  inevitable  is  that  the  cable  in- 
dustry will  fight  back,  not  only  in 
video  transmission  but  by  offering  ba- 
sic telephone  service.  This  is  already 
beginning  to  happen  in  Europe  and 
Hong  Kong. 

Weber  seems  almost  eager  for  the 
battle  to  begin.  "I  welcome  it,"  he 
says,  expressing  an  opinion  that  is 
widely  held  in  the  telephone  industry, 
though  seldom  publicly  expressed. 

To  help  them  steer  Contel  through 
the  shifting  technologies,  regulations 
and  strategic  alliances  that  have  be- 
come the  daily  regimen  for  telephone 
company  executives,  Wohlstetter  and 
Weber  recently  hired  John  Segall,  for- 
merly senior  vice  president  of  strate- 
gic planning  for  at&t,  and  now  Con- 
tel's  vice  chairman.  Segall  will  have 
plenty  to  plan  for  if  things  work  out 
the  way  Wohlstetter  thinks  they  will. 
Says  Wohlstetter:  "We  plan  to  be  an 
$8  billion  to  $10  billion  company  by 
the  end  of  the  decade."  That's  a  tri- 
pling of  revenues  in  ten  years.  Hold  on 
to  your  hats,  folks.  ■ 
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HO'S  HELPING  TIAA-CREF  MAKE  SURE  THERE'S  MORE  TO 
A  TEACHER'S  RETIREMENT  THAN  A  GOLD  WATCH  AND  A  PAT  ON  THE  BACK? 


TIAA-CREF,  tne  largest  pension  system 
in  tne  U.S.,  is  tne  company  tnat  more  tnan 
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retirement.  Nest  eg^s  nuilt  on  careiul 
management  ana  an  exacting  assessment 
oi  tne  risk  reward  ratio  or  eacn  ana  every 
investment  in  tneir  $80+  nillion  portrolio. 
A  portrolio  that  includes  securities  issued 


hy  a  company  recognized  as  one  or  the  hest 
at  managing  risk  in  the  mortgage-backed 
securities  arena.  Freddie  Mac. 
Our  track  record  or  78  consecutive  prorit- 
ahle  quarters  is  unmatched  in  the  industry. 
That's  why  you'll  rind  more  or  our  secirrities 
in  TIAAjs  portrolio  than  those  or  any  other 
issuer  or  mortgage-hacked  securities. 
Freddie  Mac  and  TIAA-CREF.  Together, 
we're  making  it  possible  tor  a  retired 
teacher  to  live  on  a  lot  more   than 
just     memories,  '^^■■k 
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As  I  See  It 


"/r  5  impossible  to  walk  the  streets  of  the  city 
of  New  York  without  tripping  over  some 

poor  schizophrenic  person They  are 

sick  and  poor. . . .  Ifs  scandalous. '' 

How  good  are 

our  nonprofit 

hospitals? 

AN  INTERVIEW  WITH  REGINA  HERZLINGER 


By  James  Cook 


What's  the  management 
model  of  the  future?  Minne- 
sota Mining  &l  Manufactur- 
ing, Intel,  maybe  Procter  &  Gamble? 
Not  on  your  tintype.  The  paradigm  for 
tomorrow  is  the  nonprofit  organiza- 
tion. The  Girl  Scouts.  The  American 
Red  Cross.  The  Salvation  Army. 

No,  that's  not  what  Forbes  thinks, 
but  it's  what  a  lot  of  people  are  saying 
these  days.  Peter  Drucker  advanced 
the  argument  that  nonprofits  were 
the  role  model  for  the  future  a  year  or 
so  back  in  his  book  The  New  Realities.  A 
major  business  magazine  recently 
bowdlerized  the  theory  in  a  notably 


woolly-headed  cover  story.  The  argu- 
ment is  that  the  nonprofits  are  point- 
ing the  way  to  tomorrow — in  their 
ability  to  motivate  their  work  force, 
to  concentrate  strategic  planning  in 
the  board  of  trustees  and  to  discipline 
their  operations  by  the  single-mind- 
edness  of  their  mission. 

The  theory  doesn't  make  sense  to 
us.  Not  that  we  have  anything  against 
nonprofit  organizations,  but  because 
we  think  they  omit  the  discipline  of 
profitability  essential  to  efficiency. 
Sharing  our  view  is  Regina  Herz- 
linger,  a  professor  at  Harvard  Business 
School.  Herzlinger  is  director  of  a  cou- 
ple of  nonprofits  herself  and  teaches  a 
course  in  health  care  management  at 


the  school.  But  she  doesn't  think  our 
big  companies  should  try  to  emulate 
the  nonprofits.  Far  from  being  a  model 
of  anything,  as  a  business  organiza- 
tion, says  she,  the  nonprofit  is  inher- 
ently inefficient. 

Herzlinger:  The  Red  Cross  and  the  Girl 
Scouts  are  marvelously  well-managed 
t)rganizations,  but  I  think  that  the  re- 
sults are  a  function  of  superlative 
managers  rather  than  their  nonprofit 
organization.  To  jump  from  a  few  case 
studies  to  a  generalization  about  non- 
profits is,  I  believe,  inappropriate. 

Nonprofit  organizations  may  have 
an  important  role  in  implementing 
their  charitable  purposes,  but  they  do 
have  a  downside,  and  that  is:  Because 
of  their  structure,  their  accounting 
and  the  things  they  do,  they  are  more 
disposed  to  be  inefficient  than  are  for- 
profit  organizations. 

Forbes:  Wjy?  Because  of  the  lack  of  the 
profit  discipline? 

Because  of  the  lack  of  public  owner- 
ship. Unlike  for-profit  agencies,  non- 
profits have  few  outside  controls  on 
their  activities.  If  a  business  is  not 
being  efficiently  managed,  the  stock 
market  will  penalize  that  business. 
There's  a  market  mechanism  that 
says.  Hey,  there  are  some  problems 
here.  And  the  managers  will  try  to 
change  the  management  of  the  busi- 
ness, or  interestingly,  try  to  go  pri- 
vate. Going  private  achieves  the  same 
condition  that  nonprofit  organiza- 
tions have. 

Then  there  is  the  nonprofits'  ac- 
counting, which  is  different  from  for- 
profits'  and  which  also  leads  to  ineffi- 


Harvard  Business  School  Professor  Regina  Herzlinger 

In  nonprofits  as  elsewhere,  managers  make  the  d^erence. 
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ciency.  If  somebody  donates  money  to 
a  college  or  a  nonprofit  hospital,  you 
might  think  that  that  money  could  be 
freely  used  for  anything,  including 
making  up  a  deficit,  but  if  it  is  ac- 
counted for  as  an  endowment  fund, 
this  money  has  to  be  maintained  in 
perpetuity,  and  only  the  income  from 
that  rnoney  may  be  used.  So  the 
Events  that  trigger  recognition  of  a 
revenue  or  expense  in  a  nonprofit  are 
different  from  those  in  a  for-profit  or- 
ganization. Even  a  business  person  on 

**Nor^r€tfits  do  have  a 
downside:  They  are  more 
disposed  to  be  inefficient 
than  are  for-profit 
organizations/* 

the  board  of  a  nonprofit  organization 
will  find  it  very  difficult  to  under- 
stand the  underlying  financial  perfor- 
mance of  the  nonprofit  organization. 

Whereas  in  a  private  company,  all  re- 
ceipts can  he  lumped  together  and  used 
as  management  sees  fit.  And  don 't  the 
nonprofits  also  have  objectives  that  can 't 
be  accounted  for  in  ordinary  terms? 
There  are  all  kinds  of  services  the 
nonprofits  provide,  which  are  either 
professional,  such  as  medical  and  edu- 
cational services,  or  artistic,  like  a 
ballet  company  or  a  museum,  and  this 
makes  it  more  difficult  for  board 
members  to  judge  whether  or  not 
they're  efficient. 

Sitting  on  the  board  of  Philip  Mor- 
ris, say,  and  trying  to  understand  Gen- 
eral Foods  pudding  pops  is  very  differ- 
ent from  sitting  on  the  board  of  a 
hospital  and  trying  to  understand  an- 
gioplasty or  magnetic  resonance  im- 
aging, for  example. 

The  nonprofits  don't  have  to  bear  the 
heaiy  taxes  that  profitmaking  organiza- 
tions do.  Wouldn  'tyou  expect  their  prices 
to  be  lower  than  those  of  comparable  for- 
profit  institutions.' 

That  is  not  the  case.  Or  I  do  not  find  it 
to  be  the  case.  Basically  the  nonprofits 
have  the  same  prices,  but  they  don't 
have  the  same  cost  structure.  The  for- 
profits  have  to  pay  taxes  and  the  non- 
profits do  not — real  estate  taxes,  sales 
taxes  and  income  taxes — and  that's  a 
tremendous  advantage.  In  addition  to 
that,  they  generally  borrow  at  lower 
interest  rates  than  the  for-profits  have 
to  pay. 

Okay,  so  you  're  saying  tl.xU  those  tax  ad- 
vantages get  used  up  inside  tl.K'  nonprof- 
its. But  that's  the  point  of  tl.K'  tax  exenip 
tion.  The  tax  savings  go  into  meeting  the 
nonprofits'  clxiri table  obligations 
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"If  I  stick  my  neck  out  too  fer, 
we  lose  money  If  Fm  too  cautious, 
we  lose  customers. 


"Some  people  think  managing 
credit  is  a  thankless  situation. 

"I  disagree.The  tougher  the  game, 
the  better  it  feels  when  you  win? 


In  the  delicate  balance  of  risk  and  reward,  credit  managers 
live  wh&re  its  liveliest.  In  the  middle. 

They  must  be  careful,  but  not  cowardi):  Be  risk-takers,  but 
not  gamblers.  Which  means,  to  keep  their  footing,  the)'  need 
information  that's  equall)'  well-balanced. 

And  they  get  it  from  Dun  &  Bradstreet.  We  not  only  have 
more  information  than  anyone  else,  we  get  it  from  more  kinds  of 
sources.  As  a  result,  our  reports  offer  a  depth  that  makes  credit 
decisions' more  realistic. 

The  fact  is,  more  credit  managers  rely  on  D&B  than  any 
other  source.  The)'  make  tough  decisions  ever)'  day  But  deciding 
where  to  go  for  information  isn't  one  of  them. 

To  put  D&B  to  work  for  you,  call  us  at  1-800-234-DUNS. 

Dun  &  Bradstreet  Business  Credit  Services 

MBmm  The  OunKBradslrccI  Corpofjtion 


Dun  &  Bradstreet 

The  fine  art  of  managing  risk. 


Cars 


le  Ford  Taurus 
but  once  per  generation." 


-Car  and  Driver 


It's  not  often  that  a  car  receives  this  kind 
of  praise.  Then  again,  it's  not  often  that  a  car 
like  Ford  Taurus  comes  along.  And  over  the 
years,  its  superb  performance  and  innovative 
design  have  made  it  a  resounding  success 
with  car  buyers  and  critics  alike.  As  Car  and 
Driver  put  it:  "This  car,  an  established  best- 
seller in  the  marketplace,  established  itself 
as  first  in  the  hearts  of  [our]  staff...."  (Which 

Buckle  up— together  we  can  save  lives. 


may  explain  why  Taurus  has  been  named 
one  of  Car  and  Driver's  "Ten  Best  Cars"  for 
five  straight  years.) 

But  you  can  rest  assured  that  we're  not 
resting  on  our  laurels.  In  fact,  Taurus  now  of- 
fers advanced  features  like  optional  anti-lock 
brakes-proof  that  this  design  leader  is  dedi- 
cated to  staying  a  leader.  Ford  Taurus.  The 
next  car  of  its  kind  may  be  a  generation  away. 


lY*ansferable  6/60  powertrain  warranty. 

Covers  you  and  future  owners  on  major 
powertrain  components  for  6  years/60,000 
miles.  Ask  to  see  a  copy  of  this  limited  war- 
ranty at  your  Ford  Dealer. 

Best-built  American  cars. 

The  best-built  American  cars  are  built 
by  Ford.  This  is  based  on  an  average  of 
consumer-reported  problems  in  a  series  of 


surveys  of  all  Ford  and  coixx^ _  _  _  _ 

models  designed  and  built  in  North  America. 
At  Ford,  "Quality  is  Job  1." 

Taurus  for  1990  comes  equipped  with  a 
driver  air  bag  supplemental  restraint 
system. 

Ford  Taurus 

Have  you  driven  a  Ford . . .  lately?   i^I  ' 


Robert  Bv 
General  Fi 
the  Paf 

Who  wil' 
with 


'..ERGE     AT 

Hotel    and 
me  famous  names. 

■  I's     MOST    CELEBRATED 
.         ,    FOR     EXAMPLE.    HeRE,    IN 

'Burns  Country',  you'll  find 

rilS      BIRTHPLACE,      WORKPLACES 
AND  RESTING  PLACE.  (INCLUDING 

THE  AuLD  Brig  O'Doon.) 
General   Eisenhower   was   a 

MORE  recent  neighbour. 

After  World  War  II,  a  grate- 
ful Scotland  gave  him  part 
of  ancient  Culzean  Castle 
nearby,  a  visit  to  his  rooms 

is  well-recommended. 
The  Painted  Lady?  A  butter- 
fly THAT  calls  Ayrshire  home. 
Just  one  of  the  many  natural 

riches  along  our  coast. 
Of    course,    the     roll-call 
of    Turnberry's    attractions 

doesn't  stop  there. 

There's  the  hunting,  fishing, 

GOLFING.  .  .  .  But  we'll  leave 

that  for  another  day.  Ok,  we 

suspect,  another  holiday. 


Steven  Bamberg'Sipa 


Turnberry  Hotel  &  Golf  Courses 
Turnberry  Ayrshire  K.'\26  9LT  Scotland 
llephone  0655  51000  Telex 777779 
^assimile  0655  51706 

r        \»ESEI\VATIO"?i: 

/  LeadinkfToIels  of  iht-  \^  ■ 
NeyYory(212)8jSlMp  NaC 

ienttxpf^s  H 
e^Yor|^2)4i902|2  Naiiorw 


i*  ]-'M> 


Emergency  entrance  at  a  New  York  City  nonprofit  hospital 
Who  is  responsible  for  the  sick  and  the  poor? 


If  you  live  in  New  York  City,  for  in- 
stance, it  is  blatantly  apparent  that 
it's  not  true.  It's  impossible  to  walk 
the  streets  of  the  city  of  New  York 
without  tripping  over  some  poor 
schizophrenic  person  who's  lying  un- 
der some  tattered  rag  on  a  winter 
night.  Those  people  are  the  responsi- 
bility of  the  hospitals.  They  are  sick 
and  poor.  Who's  taking  care  of  them? 
It's  scandalous. 

In  other  words,  the  nonprofit  hospitals 
give  us  neither  lower  costs  nor  ample 
community  senice  in  return  for  the  ad- 
vantages we  lavish  on  them.  From  this 
we'd  conclude  they  sometimes  bum  up 
the  tax  savings  on  things  like  salaries, 
perks,  working  conditions. 
I  don't  like  to  generalize,  but  certainly 
if  they  were  so  disposed  it  would  be 
easier  to  do  it  in  the  nonprofit  setting 
because  in  the  profit  sector  sooner  or 
later  any  business  wasting  stockhold- 
ers' money  or  lavishly  overstaffed  will 
be  subject  to  an  article  in  Forbes. 

The  for-profit  hospital  has  a  lower 
staffing  ratio  than  the  nonprofit  hos- 
pital, and  that  is  one  of  the  causes  of 
their  lower  costs.  The  nonprofits 
claim  that  their  staffing  increases 
quality,  and  an  extension  of  that  argu- 
ment is  that  we  ought  to  spend  infi- 
nite resources  in  providing  nonprofit 
services.  The  argument  that  the  more 
we  spend  the  higher  our  quality  is  an 
irrational  one,  and  it's  linked  to  the 
general  decline  in  competitiveness  in 
the  U.S. 

\i1xit  you  are  suggesting  is  that  the  non- 
profits' dominant  role  in  the  U.S.  hospital 
sysh  n  is  partly  responsible  for  the  higher 
cost  ( [health  care? 
I  think  in  the  case  of  hospitals  it  most 
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unquestionably  contributes  to  their 
higher  costs.  Let  me  cite  a  statistic  for 
you.  The  average  American  hospital 
operated  at  55%  occupancy  in  1988 
and  earned  a  6%  aftertax  profit  mar- 
gin. There  is  no  other  American  in- 
dustry where  those  two  statistics 
could  be  voiced  in  the  same  sentence. 
Normally  an  industry  that  operates  at 
55%  occupancy  has  substantial 
losses. 

The  hospital  industry  is  overbuilt 
and  overequipped,  and  it  is  overbuilt 
and  overequipped  primarily  for  the 
benefit  of  physicians,  who  are  its  true 
clients.  Physicians  are  very  much  in- 
terested in  high-technology  equip- 
ment. And  the  hospitals,  in  order  to 
compete  for  the  physician-patients, 
equip  themselves  with  a  lot  of  high- 
technology  equipment. 

In  terms  of  equipment  purchases, 
there  is  both  a  hotel  function  and  a 
technology  function.  Physicians  are 
not  terribly  interested  in  the  hotel 
function,  it  doesn't  affect  them,  so  the 
hotel  function  is  permitted  to  deterio- 
rate. The  bed  in  which  the  patient 
sleeps  and  the  room  in  which  he  or 
she  is  housed  is  quite  decrepit. 

I'm  not  antiphysician,  and  I'm  not  a 
Luddite  either.  But  do  we  need  to 
maintain  facilities  that  are  excessive- 
ly convenient  for  physicians?  That  are 
excessively  invested  in  technology? 
And  what  mechanisms  do  we  have 
available  to  ensure  ourselves  and  soci- 
ety that  excessive  investment  is  not 
taking  place? 

Isn  't  it  curious  that  many  Americans  are 
lauding  the  nonprofit  approach  Just  at 
the  time  when  so  matiy  people  in  F.asterti 
Europe,  Asia  ami  Uitin  America  arc  vot- 
ing for  a  profit  driven  market  s)'stem''  ■ 
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BringYour 

BusinessToAState 

That's  FullOf  Top 

Performing  Conpanies 


R()\-al  National  Ballet  of  Spain  at  Spolcto. 


South  Carolina  brings  out  the  best 
performances  in  companies  and  their 
workers  with  a  quality  of  life  that 
helps  stimulate  the  mind  and  enrich 
the  spirit.  Spoleto  Festival  USA  -  one 
of  the  world's  preeminent  presenta- 
tions of  the  performing  arts  -  is  but 
one  example  of  the  varied  cultural, 
historical  and  educational  resources 
that  make  South  Carolina  a  premium 
business  location. 

Indeed,  a  number  of  leading 
companies  are  known  for  top  perform- 
ances in  South  Carolina.  Michelin  Tire 
Corporation  has  made  South  Carolina 
its  U.S.  home,  locating  the  company's 
North  American  headquarters  and  four 
of  its  five  U.S.  manufacturing  facilities 
here.  Alumax  Inc.'s  South  Carolina 
plant,  which  runs  at  full  capacity  pro- 
ducing 200,000  tons  of  aluminum 
per  year,  is  rated  the  most  efficient  in 


the  entire  industry  And  NCR's  engi- 
neering and  manufacturing  complex 
has  ranked  No.  1  in  its  worldwide 
system  for  the  past  three  years,  based 
on  worker  productivity 

South  Carolina's  quality  of  life 
obviously  inspires  great  performances 
from  its  work  force.  Perhaps  that's 
why  we  have  the  highest  levels  of 
productivity  and  lowest  levels  of  work 
stoppage  in  the  U.S. 

We're  ready  to  make  your  company 
a  top  performer,  too.  Just  contact: 
Wayne  L.  Sterling,  C.I.D.,  Director, 
South  Carolina  State  Development 
Board,  Suite  7005,  P.O.  Box  927, 
Columbia,  SC  29202.  Phone  (803) 
737-0887  or  Fax  (803)  737-0418. 

SouthCarolina 


Cyprus'  politics  are  labyrinthine,  its  atmo- 
sphere sleepy,  hut  the  island  has  become  a 
safe  haven  for  Western  biAsinesses  seeking 
to  penetr  ^^  ^^e  Middle  East. 


and  haven 


By  Spyros  liaiKdatos 


DAVID  Jones,  president  of  Pepsi- 
Co's  Middle  East  &  Africa  di- 
vision, runs  his  company  from 
Nicosia,  capital  of  the  Mediterranean 
island  of  Cyprus.  Until  1979,  Pepsi 
operated  out  of  Beirut,  and  Jones 
(kaws  a  comparison  with  the  old  days 
there.  "Cyprus  is  a  lot  quieter.  There 
isn't  the  kind  of  nightlife  or  exciting 
social  scene  there  was  in  Beirut.  You 
are  living  in  a  small  town  with  a  vil- 
lage atmosphere,"  he  says.  But,  of 


course,  Cyprus  doesn't  have  trigger- 
happy  gunmen,  blackmail  and  Mus- 
lim fanatics,  either.  Chris  Caulfeild- 
Browne,  managing  director  of  Inter- 
graph Middle  East  Ltd.,  a  computer 
graphics  company  whose  parent  is 
based  in  Huntsville,  Ala.,  says:  "Oth- 
er places  in  the  Middle  East  have 
much  more  political  instability. 
When  I  was  in  Yemen,  three  presi- 
dents were  killed  in  18  months." 

Beirut,  though,  Nicosia  is  not.  Un- 
til the  mid-1970s,  Beirut  was  a  cosmo- 
politan city,   a  jet-setters'  paradise. 


President  Vassiliou's  office  tower 
Renting  to  top  V^.  multinationals. 

The  "Paris  of  the  Middle  East"  had 
the  hottest  nightclubs  in  the  world. 

Beirut  was  also  a  capitalist's  lais- 
sez-faire heaven  with  no  enforceable 
income  tax  or  foreign  exchange  con- 
trols. Nicosia  is  not  nearly  so  free.  But 
Sophocles  Michaelides,  in  charge  of 
offshore  business  at  the  Central  Bank 
of  Cyprus,  makes  no  apologies.  "Cy- 
prus does  not  want  to  become  a  new 
Beirut  if  that  means  becoming  a  'law- 
less society,'  "  he  says. 

Cyprus  and  Nicosia  have  two  ad- 
vantages:  atmosphere  and  location. 


Pllcxographs  b\  Elie  Sxid  A^  F  P 


View  of  Nicosia,  capital  of  Cyprus 

A  sleepy  but  Evtropean  setting  for  doing  business  in  the  Middle  East. 
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If  96  career  receptions 

for  22  touchdowns 

won't  impress  the  NCAA, 


As  America's  top  supplier  of  collegiate  athletic  uniforms, 
we  know  the  NCAA  is  strict  about  quality.  Especially  where  it 
concerns  education.  So  we're  making  poster  versions  of  this 
ad  available  to  coaches  and  teachers  to  help 
teach  athletes  one  big  lesson.  Ht^E       42 

If  they  want  to  play  in  college,  they 
can't  afford  to  fumble  high  school. 


fNNINVYMICWC/rS 
TOPTtAWS 


ATtH^TIC 


For  more  information  about  our  "Stay  In  School"  campaign,  write:  Russell  Corporation,  Dept.  M,  P.O.  Box  272,  Alexander  City,  AL  3 SOW. 


A  Flexible  Framework. 


The  links  that  join  two  sides  should  not  be  rigid,  . : ' 
but  flexible,  able  to  bend  and  shift  as  conditions   pio 


The  Golden  Gate  Bridge, 
photographed  by  Alan  Ross. 


i    change.  At  Bank  of  America,  we  build  business 
relationships  with  a  flexible  framework  on  a  firm 


foundation,  to  adjust  to  your  changing  needs  and 
provide  the  kind  of  support  that  endures. 


h.  -jt  ,-namm 


Bank  of  America 


JL   >■* 


1 
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Some  of  the  most 

important  meetings  in  America 

aren't  held  in  a  boardroom. 


iow(auii^j( 


The  Beverly  Hills  Hotel  and  Bungalows 

9641  Sunset  Boulevard,  Beverlv  Hills,  CA  90210  (213)  276-2251 

Direct  Reservations  (800)  283-8885  •  Cable:  BEVHILL  •  Telex:  188586  ■  POCOC  910'490'2580 


I  LOVE  GOLF 

Broker  participation  invited. 

For  people  who  want  to  live  life  on          1 

^hP^hP^ 

Pinehurst's  only  Jack  Nicklaus  course.    1 

nflm^H^B 

The  Pinehurst  National  Guest           S 

Program.  (800)  633-2685.  Visit  us           f  i 

hV^^H^ 

and  live  golf  so  grand,  it  will  turn          m 

B^^H^ 

your  life  upside  down.                            &J 

^r 

PINEHURSr(^NATIONAL                                 M, 
GOLF  CIL'B                                        ^^ 

\ 
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The  atmosphere  is  essentially  Europe- 
an, which  makes  Western  business- 
men comfortable.  The  location  is  the 
eastern  end  of  the  Mediterranean,  just 
150  miles  from  Beirut  and  close  to 
Middle  Eastern  markets. 

In  the  mid-1970s  Cyprus  made 
some. changes  in  its  laws  to  enhance 
^ts  appeal.  It  now  provides  incentives 
for  so-called  offshore  entities,  those  in 
Cyprus  doing  business  only  outside 
Cyprus.  They  include  tax  breaks, 
duty-tree  import  of  equipment  and  no 
limits  on  repatriation  of  profits. 

More  than  650  companies  and 
banks  maintain  their  regional  head- 
quarters in  Cyprus.  They  are  a  diverse 
group,    from    the    Southern    Baptist 


Phoiorqx>ncr, 


116 


George  Vassiliou,  president  of  Cyprus 
From  big  business  to  politics. 

Convention  to  Reuters. 

Many  of  these  companies  have  of- 
fices in  Nicosia's  most  impressive 
skyscraper,  an  11 -story,  ultramodern 
building,  complete  with  an  atrium 
and  built  and  owned  by  the  president 
of  Cyprus  himself,  George  Vassiliou. 

Vassiliou,  58,  a  self-made  million- 
aire who  was  elected  in  February 
1988,  zealously  promotes  Cyprus  as 
an  offshore  center.  He  resides  in  the 
serene  surroundings  of  the  former 
British  governor's  house,  now  the 
presidential  residence,  situated  in  a 
wooded  area  of  Nicosia. 

For  a  capitalist,  Vassiliou  has  an 
unusual  background.  His  father  was  a 
founding  member  of  the  Cyprus  Com- 
munist Party,  and  Vassiliou  himself 
was  elected  president  with  the  sup- 
port of  the  Communist  Party,  which 
in  1988  had  around  30%  of  the  vote. 
In  the  early  1950s  Vassiliou  studied  in 
Hungary,  where  he  earned  a  Ph.L^.  in 
economics  and  attended  courses  at 
the  left-leaning  London  School  of  Eco- 
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Getting  down  to  the 
nuts  and  bolts, 
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At  VARIG  they're 
checked  one  by 
one,  by  hand. 


When  it  comes  down  to 
the  nuts  and  bolts  of  aircraft 
maintenance,  it's  the  VARIG 
owners'  job.  And  it's  done 
one  by  one, by  hand. 


Just  who  are  these 
"hands  on"  company 
owners?  They  are  the  thou- 
sands of  VARIG  employees 
who  are  owners  through  a 
unique  foundation'*  which 
confers  ownership  upon 
them -from  executive  to 
baggage  handler. 

So  isn't  it  reassuring  to 
know  that  there  is  a  VARIG 
engineer,  machinist,  chem- 
ist, metallurgist...  electrician, 
painter,  chef— who  has  a 
vested  interest  in  the  per- 
formance and  appearance 
of  every  inch  of  every 
VARIG  aircraft? 

And  thaXs  the  foundation 
for  VARIG's  preeminence 
among  the  world's  airlines 
and  the  world's  frequent 
travelers.  VARIG  serves 
Brazil,  the  rest  of  South 
America  and  Japan 
with  29  flights  a  week 
from  North  America. 


Time  to 

fly® 


The  World  Class  Airline  of  Brazil. 
Since  1927. 


'The  Ruben  Berta  Foundation,  est.  1945 


AUCTION 
MAY  19  &  20, 1990 

Be  a  part  of  the  legend  as  we  present 
over  1800  lots  featuring  tfie  finest 
marble,  stone,  and  bronze  statuary, 
vintage  and  exotic  cars,  panelled 
rooms,  period  paintings,  chandeliers, 
stained  glass  and  much  more. 


Diversify 

Your 

Portfolio 


Our  Red  Alert  Buy/Sell  Program 
Net  Return  to  Investors: 


+45.6% 


■t-50.1% 


+44.54% 


1988 


1989 


1990 


Certified  Rare  Coins  Offer: 

1)  Liquidity     2)  Safety 
3)  Privacy         4)  Profits 


California 
Branch  Office 
1-800-688-8922 
Rick  Maestre 


Call  or  Write  for  Your  Free  Fact  Kit 


Jack  Ehrmantraut's 

Numismatic  Investment  Croup 

P.O.  Box  796383 

Dallas,  TX  75379 

••WK  CET  RESULTS  EOR  INVESTi>HS  " 


New  York 
Branch  Office 
1-800-234-8566 
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nomics.  But  he  is  no  communist.  He 
favors  private  initiative  and  foreign 
investment.  He  also  has  plans  for  a 
Nicosia  stock  exchange. 

He  has  a  thorough  knowledge  of  the 
Middle  East,  having  made  his  money 
by  setting  up,  in  1962,  the  largest  mar- 
ket research  firm  in  the  area.  His  firm 
worked  on  such  projects  as  marketing 
strategies  for  feta  cheese. 

His  country's  position  is  as  convo- 
luted as  its  politics.  Smaller  than 
Connecticut,  with  650,000  inhabit- 
ants, it  is  now  divided  into  two  zones, 
one  Greek,  the  other  Turkish.  Claim- 
ing that  it  had  to  protect  the  Turkish 
minority,  the  Turkish  army  invaded 
Cyprus  in  1974  and  still  occupies  the 
northern  one-third  of  the  island.  Ne- 
gotiations to  reunify  the  island  have 
been  taking  place  under  the  auspices 
of  the  United  Nations,  but  with  little 
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Greek  and  Turkush  jki^>< 

Symbols  of  the  island's  division. 

progress.  This  is  an  ancient  quarrel 
and  not  susceptible  to  quick  fixes. 

For  all  this,  Vassiliou  proudly 
points  out,  "Cyprus  has  succeeded 
within  a  relatively  short  period  of 
time  in  becoming  a  very  important 
offshore  business  center."  The  petro- 
boom  that  attracted  business  people 
to  the  area  has  cooled,  but  Vassiliou 
hopes  that  new  business  opportuni- 
ties in  the  Middle  East  will  come  as 
Iran  and  Iraq  seek  to  reconstruct  their 
war-torn  economies.  That  may  be 
wishful  thinking:  Both  Iraq  and  Iran 
are  ruled  by  bloodstained,  fanatical 
regimes  seemingly  more  interested  in 
power  and  intrigue  than  in  prosperity. 

The  tenants  in  Vassiliou's  sky- 
scraper share  his  hopes.  Among  them 
are  Johnson  Wax,  which  since  1981 
has  consolidated  its  export  business 
in  Cyprus;  Raychem,  which  moved 
from  Bahrain  five  years  ago  and  covers 
the  Middle  East,  Persian  Gulf,  Africa, 
Pakistan  and  India  out  of  Cyprus;  and 
PepsiCo,  which  uses  Cyprus  to  ser- 
vice Africa  and  the  Middle  East. 

These  companies  are  satisfied  with 
their  experience  in  Cyprus.  As  for  the 
lack  of  nightlife,  perhaps  Vassiliou 
should  call  Regine's  about  opening  a 
club.  The  buzzing  Nicosia  Hilton 
could  be  the  ideal  location.  ■ 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has,  for  example,  insured  more  health 
care-related  issues  than  any  other  municipal  bond  insurer  That  translates  directly  into 

new  hospitals,  state-of-the-art 
equipment  and  emergency 

TO  AMERICA  CAN  :":::7 

across  America. 

Our  work  in  health  care  is 
just  one  sign  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its 
future  by  rebuilding  its  aging  infrastructure,  piece  by  piece. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our  recog- 
nized analysis  and  research  capabilities,  which  means  fast  turnaround  as  well  as 
competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it 
That's  a  philosophy  that  can  save  not  only  money  but  lives  as  well. 
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MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


I^arger  Context 


While  all  too  many  Americans  moan 
about  ^^ur  nation's  ''decline,'' people  in 
Eastern  Europe  seek  to  emulate  us. 


HAT  BECAME 
OF  THE 
U6LT  AMERICAN? 


By  Hichael  Novak 


We'll  just  have  to  get  used  to  it.  The 
world  no  longer  regards  us  as  "ugly 
Americans."  In  Central  Europe  and 
in  Central  America — even  in  the 
U.S.S.R. — ordinary  people  and  even 
intellectuals  seem  to  want  a  system 
like  ours.  Suddenly,  they  seem  to 
love  all  things  American. 

Professor  Paul  Kermedy  of  Yale, 
in  his  theory  of  "imperial  over- 
stretch," could  not  have  been  more 
wrong  in  predicting  American  de- 
cline. He  aimed  at  the  U.S.  and  hit 
the  U.S.S.R. 

Like  Kennedy,  all  the  declinists 
are  wrong.  But  they  have  unforgiv- 
ably damaged  our  national  morale, 
especially  among  the  impression- 
able young  in  our  colleges  and  uni- 
versities. It's  wrong  to  steal  hope  for 
the  future  from  the  young,  and  to 
deprive  them  of  the  sense  of  belong- 
ing to  a  noble  national  experi- 
ment— the  most  universally  attrac- 
tive of  our  era. 

Nonetheless — though  it  is  moral- 
ly wrong  and  factually  wrong — one 
can  understand  why  leaders  of  the 
political  left  talk  of  decline.  The 


Philosopher,  joumalvit  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  Among  his 
recent  books  are  Taking  Glasnost  Seriously 
and  Free  Persons  and  the  Common  Good. 


voters  have  overwhelmingly  reject- 
ed their  prescriptions  in  three  con- 
secutive presidential  campaigns. 
No  wonder  they  think  America  is  in 
decline:  Their  view  of  the  world  is 
in  decline,  and  by  1989  everyone 
knew  it. 

For  examples  of  the  newfound  re- 
gard abroad  for  things  American, 
consider: 

•  Czechoslovakia  urgently  re- 
quests English  grammars,  dictio- 
naries and  American  teachers  of  En- 
glish. In  Poland  and  Hungary  the 
demand  for  copies  of  The  Federalist 
Papers  is  insatiable.  Mikhail  Gorba- 
chev has  spoken  proudly  of  imitat- 
ing the  American  presidential  sys- 
tem (without,  alas,  its  checks  and 
balances). 

•  Extravagant  praise  for  Ameri- 
can ideals  and  institutions  has 
reached  us  from  democratic  leaders 
in  Russia,  Hungary,  Poland, 
Czechoslovakia  and  even  Latin 
America. 

Recalling  World  Wars  I  and  n  in 
his  address  before  a  joint  session  of 
the  U.S.  Congress,  Vaclav  Havel, 
Czechoslovakia's  new  president, 
thanked  the  U.S.  for  having  "con- 
tributed to  the  salvation  of  us  Euro- 
peans for  a  third  time,"  this  time 
from  the  U.S.S.R.  "You  have  helped 
us  to  survive  until  today."  Of  the 
U.S.,  he  said:  "It  became  the  most 
powerful  nation  on  earth,  and  it  un- 
derstood the  responsibility  that 
flowed  from  this." 

•  At  the  beginning  of  1989  there 
were  two  superpowers.  In  hardly 
more  than  the  blink  of  an  eye,  the 
Soviet  bloc  lost  six  of  its  military 
allies:  Poland,  Czechoslovakia, 
Hungary,  East  Germany,  Romania 
and  Bulgaria.  Only  one  superpower 
is  still  standing,  more  unchallenged 


in  its  might  than  ever.  (This  repre- 
sents American  decline?) 

•  The  "golden  age"  of  the  U.S., 
say  the  declinists,  was  the  1950s.  At 
that  time,  in  current  dollars  the  U.S. 
GNP  was  $1.6  trillion.  Today  it  is 
$5.5  trillion.  (That  is  decline?) 

•  Japan  and  West  Germany,  they 
§ay,  are  surpassing  us.  But  the  Japa- 
nese economy  is  only  40%  of  ours, 
the  German  only  20% .  The  per  capi- 
ta GNP  of  Japan  and  West  Germany 
(even  before  reunification)  is  75%  of 
ours.  Who  would  wish  to  exchange 
our  continent-size  resources  for 
Germany's  or  Japan's? 

•  Declining  U.S.  influence? 
Would  the  U.S.S.R.  have  left  Af- 
ghanistan, without  the  "equalizer" 
afforded  the  guerrillas  by  U.S. -sup- 
plied Stingers?  Would  the  Iran-Iraq 
war  have  come  to  a  conclusion  if 
the  U.S.  had  not  unilaterally  risked 
the  U.S.  Navy  to  pacify  the  Persian 
Gulf?  Could  a  settlement  in  Namib- 
ia have  been  reached,  absent  U.S. 
leadership?  Whenever  there  is  talk 
of  peace  in  the  Middle  East,  all  eyes 
turn  toward  Washington.  In  Pana- 
ma and  Nicaragua  there  are  new 
democracies,  because  of  U.S.  forti- 
tude. Which  part  of  the  world  does 
not  feel  U.S.  influence  today? 

•  And  consider  other  evidence  on 
the  positive  side.  No  other  nation 
has  absorbed  so  many  nationalities 
and  religions.  No  other  is  as  nearly 
as  ours  a  "planetary  people,"  em- 
bracing within  itself  virtually  all 
the  cultures  of  the  world.  No  other 
has  had  as  long  an  experience  with 
federalism,  and  that  peculiar  mix  of 
local  with  national  govemment,  for 
which  most  of  the  pluralistic  world 
now  struggles. 

Our  founders  called  our  system 
novus  ordo  sedorum,  the  new  order 
of  the  ages,  and  dared  to  hope  that, 
one  day,  all  nations  would  repair  to 
its  wisdom.  They  did  not  speak  of 
American  rights,  but  of  natural 
rights.  To  have  seen  1989  would 
have  filled  them  with  joy. 

A  democratic  republic  built  on 
checks  and  balances  and  respectful 
of  individual  rights;  an  innovative 
and  free  capitalist  economy;  and  an 
open  and  pluralistic  culture — the 
influence  of  American  ideas  has 
never  been  greater  around  the  world 
than  in  this  age  of  instantaneous 
and  universal  communications. 

And  yet  all  around  at  home,  in  the 
universities,  in  the  media,  wc  hear 
pessimistic  talk  of  American  de- 
cline. If  this  is  decline,  I  can't  wait 
to  see  progress.  ■ 
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Introducing 
An  Amazing 

New  Way 
To  Freshen 

The  Air 

Inside  Your 

Car  And 

Outside,  Too. 
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It'll  Help  Cut  Out  Air  Pollution, 


1.  Rideshare. 

2.  Walk  or  ride  a  bike. 

3.  Drive  on  radial  tires. 
4.  Use  public  transportation. 

5.  Keep  your  engine  well-tuned. 

6.  Combine  errands  into  one  trip. 

7.  Avoid  gas  spillage.  Don't  top  off  your  tank. 

8  Avoid  unnecessary  acceleration  and  braking. 

9.  Cooperate  with  the  state's 

'  smog-check  program.  { 

10.  Use  an  Emission  Control  or  other 

Reformulated  Gasoline. 


ARCO   <> 


(Saofch  tree  to  release  scent) 

Earth  Day,  1990. 


A  Global  Concern. 
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Searching  tor  Clemn  Air  Solutionu 


For  more  clean  oir  information,  please  cofitoct:  ARCO,  Public  Affairs  AP-4477, 515  Soutfi  Flower  St.,  Los  Angeles,  CA  9007 1 


The  Up  &  Comers 


Innovators 


In  an  isolated  town  deep  in  northern  Min- 
nesota, the  Marvin  clan  produces  a  dizzy- 
ing array  of  windows  that  find  their  way  to 
all  parts  of  the  country. 

The  window  frame 
as  fashion  item 


By  John  Harris 


A  CENTURY  AND  MORE  ago,  Warroad, 
•in  northern  Minnesota,  was  noth- 
ing more  than  a  path  used  by  the 
Ojibway  and  Sioux  Indians  during 
their  frequent  raiding  parties.  Today 


Warroad,  just  6  miles  from  Canada,  is 
the  home  of  one  of  the  window  indus- 
try's fashion  leaders:  Marvin  Lumber 
&.  Cedar,  Inc.,  the  nation's  fastest- 
growing  producer  of  custom-made 
wood  windows  and  doors. 
In  the  last  ten  years  Marvin's  sales 


have  grown  from  $40  million  to  $265 
million.  This  puts  privately  held  Mar- 
vin solidly  in  third  place  behind  Rol- 
screen  Co.'s  Pella  Windows  (estimat- 
ed 1989  sales,  $350  million),  in  Pella, 
Iowa,  and  Andersen  Corp.,  the  indus- 
try leader,  in  Bayport,  Minn,  (estimat- 
ed 1989  sales,  $1  billion). 

Marvin  Lumber  &.  Cedar  is  a  family 
affair.  It  was  started  in  1906  by  George 
Marvin,  who  had  come  to  town  to  run 
a  grain  elevator  and  stayed  to  start  a 
lumber  business.  His  son  William, 
now  72  and  the  company's  chairman, 
joined  him  in  the  late  Thirties.  Wil- 
liam's eldest  son,  Frank,  48,  now 
serves  as  president.  Another  son,  Bob, 
is  chief  information  officer;  daughter 
Susan  Marvin  is  vice  president  of 
sales  and  marketing;  son  Jake  is  vice 
chairman,  and  another  son,  George,  is 
vice  president  of  manufacturing.  Two 
other  Marvin  relatives,  Conway  and 
Charles  (Buzz),  work  full  time,  too. 

Until  the  Second  World  War,  Mar- 
vin sold  lumber.  It  got  into  window- 
frame-making  almost  by  accident  in 
the  winter  of  1947,  when  the  lumber 
company's  hands  had  nothing  else  to 
do  except  tinker  with  new  ways  to 
fabricate  frames.  Back  then,  window 
frames  were  mainly  a  commodity 
business,   with  Andersen  and  Pella 

Layne  Kennedy 


Frank  Marvin,  president  of  Marvin  Lumber  &  Cedar,  Inc. 

People  want  to  make  their  house  different  from  the  one  next  door. 
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The  Universal  Lanc 


JAGE  OF  Creativity 


Inspiration  can  arrive  at  any  moment,  but  it  rarely  strikes  in  the 
same  place  twice.  That's  why  at  Daewoo  we  encourage  our 
research  and  development  people  to  let  go,  take  risks,  and  play 
hunches.  Nurturing  the  creative  process  has  helped  Daewoo, 
in  just  over  20  years,  to  become  a  universal  name  in  fields  as 
diverse  as  trading  and  shipbuilding,  aeronautics  and  electronics, 
construction  and  telecommunications,  finance  and  heavy 
industry.  To  find  out  how  our  creative  solutions  can  solve  the 
challenges  facing  your  company,  call  Daewoo. 

Daewoo  International  (America)  Corp.  (212)  909-8200. 


The  Universal  Language  of  Quauty 


Laj-ne  Kennedy 


Windows  with  round  tops  being  produced  in  Martin's  Warroad,  Minn,  plant 
The  idea  is  to  offer  so  much  you  never  have  to  say  no  to  an  inquiry. 


Windows  and  hundreds  of  little  shops 
around  the  country  churning  out 
wooden  frames  of  standard  shapes  and 
sizes.  It  is  still  a  fragmented  industry. 
Andersen  has  about  15%  of  the  mar- 
ket, Pella  has  6%,  Marvin  5%. 

From  the  beginning,  William  Mar- 
vin hit  upon  the  strategy  that  still 
serves  the  company  well.  He  would 
manufacture  top-quality  weather-re- 
sistant windows.  But  unlike  soon-to- 
b^  competitors  Andersen  and  Pella, 
he  would  produce  customized  win- 
dows, made-to-order  to  builders'  and 
architects'  specifications.  This  would 
allow  home  builders  and  home  own- 
ers to  make  a  fashion  statement  as 
they  built  and  renovated  homes. 

"The  wood-window  industry  was 
served  by  companies  that  made  a  lim- 
ited number  of  sizes  and  shapes,"  says 
Susan  Marvin.  "We  wanted  to  offer 
what  they  couldn't."  Adds  her  youn- 
ger brother  Bob:  "People  want  to 
make  their  house  different  from  the 
one  next  door." 

The  custom  designs  seem,  so  far,  to 
have  shielded  the  company  somewhat 
from  the  vagaries  of  the  housing  cy- 
cle. Housing  starts  dipped  to  1.4  mil- 
lion units  in  1989,  their  lowest  since 
the  early  1980s.  But  Marvin's  busi- 
ness remained  strong.  "We  believe 
we're  cushioned  in  case  of  a  recession, 
because  renovations  continue  and  the 
high-income  person  builds  whatever 


the  cycle,"  says  Frank  Marvin,  an 
amiable  fellow  who  prefers  a  sweater 
and  work  boots  to  more  formal  attire. 
Sales  rose  7.5%  last  year,  while  profits 
rose  19%,  to  $26  million. 

Flip  through  Marvin's  2-inch-thick 
price  book.  The  choice  is  mind-bog- 
gling. There  are  curved-glass  win- 
dows, windows  with  round  tops,  even 
reproductions  of  the  16-pane  win- 
dows found  in  many  Boston  colonial 
saltbox  houses.  Marvin  will  produce 
them  all  to  a  builder's  or  architect's 
specifications.  Marvin  will  even 
make  a  window  with  glass  bent  to  a 
right  angle  for  comers,  unavailable 
elsewhere.  Marvin  makes  standard 
sizes,  too,  but  only  to  order.  Marvin 
has  nine  different  glass  options,  from 
insulating  glass  to  tinted  panes,  com- 
pared with  four  at  Andersen.  "The 
whole  idea  is  to  offer  so  much  we 
never  have  to  say  no  to  an  inquiry," 
says  Susan. 

"You  can  get  anything  you  want 
from  Marvin,"  says  Ron  Sievers,  a 
Chicago  builder  who  specializes  in 
custom  homes  starting  at  $350,000. 
Marvin,  for  example,  was  the  only 
company  that  could  supply  Sievers 
with  10-foot-high  windows  as  part  of 
a  luxurious  new  home.  "I  couldn't 
have  done  what  I  wanted  with  Ander- 
sen," says  Sievers. 

All  this  choice  comes  at  a  price,  of 
course.  Marvin's  prices  typically  run 


10%  to  20%  more  than  lesser-known 
competitors',  but  Marvin's  list  prices 
are  comparable  to  Andersen  window 
prices,  where  there  are  equivalent 
models.  Example:  A  2-foot-by-4-foot 
wood-frame  casement  window  with  a 
white  vinyl  "clad"  exterior  from  An- 
dersen lists  for  $328;  the  Marvin  ver- 
sion costs  $335. 

Like  many  other  makers  of  luxury 
consumer  goods,  Marvin  sells 
through  a  rather  narrow  network  of 
distributors — no  more  than  two  to  a 
market — each  of  whom  sells  to  a  net- 
work of  about  3,000  lumberyards  and 
specialty  window  stores.  This  control 
over  distribution,  and  a  policy  of  not 
discounting,  helps  the  Marvins  keep 
their  net  margins  at  an  estimated  9%, 
a  percentage  point  or  two  better  than 
most  competitors'.  The  company's  re- 
tailers, in  turn,  generally  clear  15%  to 
20%  of  every  sales  dollar. 

Made-to-order  means  no  inventory 
for  Marvin's  dealers.  It  sounds  simple: 
All  a  retailer  or  distributor  needs  is  a 
catalog  and  a  few  display  windows. 
But  at  first  it  wasn't  easy  to  persuade 
distributors  to  try  Marvin's  no-invcn- 
tory,  custom-designed  approach. 
Most  building  materials  distributors 
that  handle  windows  deal  in  stock 
sizes  and  fairly  hefty  inventories. 
They  figure  that  if  a  builder  wants 
windows,  he  wants  them  now,  so 
they'd  better  be  in  hand.  Distributors 
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PLAN  NOW  OR  PAY  LATER: 

Tax  tips  for  today;  Tax  strategies  for  tomorrow. 


By  William  E.  Sullivan 

Senior  Vice  President 

Merrill  Lynch  Consumer  Markets 


No  matter  how  much  money  you 
earn,  what  counts  is  what  you  get 
to  keep— your  after-tax  return. 
Taking  advantage  of  tactics  that  can 
minimize  your  taxes  is  one  of  the  best 
ways  to  increase  your  wealth,  because 
the  money  you  save  in  taxes  can  create 
more  investment  dollars  that  can  be  put 
to  work  for  you. 

That's  why  it  makes  sense  to  start 
planning  now  for  your  1990  taxes.  This 
section  features  tax-saving  ideas  that 
can  help  you  improve  your  after-tax 
investment  returns  and  could  enhance 
your  general  financial  situation.  It  also 
offers  tax-saving  strategies  to  help  you 
prepare  for  the  future. 

1  Project  your  1990 
tax  liability. 
Effective  tax  planning  requires  a 
good  estimate  of  your  1990  tax  liability. 
Tax  rates  remain  at  their  lowest  point  in 
years  and  they  are  not  scheduled  to 
change  this  year,  although  tax  brackets 
are  now  indexed  to  inflation.  That  has 
the  effect  of  widening  the  amount  of 
income  covered  by  each  bracket  level 
and  may  ease  the  tax  bite  for  some 
taxpayers.  On  the  other  hand,  certain 
deductions,  such  as  those  for  excess 
passive  losses  from  tax  investments 
and  for  consumer  interest  expense, 
continue  to  be  phased  out  under  the 
Tax  Reform  Act  of  1986. 

So  without  careful  planning,  you 
could  end  up  paying  more  taxes,  not 
less,  in  1990. 


2  Defer  income  until  1991 
and  accelerate  deductions 
into  1990. 

If  you  expect  to  be  in  the  same  tax 
bracket  from  one  year  to  the  next,  it  is 
generally  a  good  tax  strategy  to  accel- 
erate deductions  into  the  current  year 
and  defer  income  into  the  next  because 
you'll  have  a  year's  use  of  the  money 
you  otherwise  would  have  paid  in  tax- 
es. If  you  are  in  a  lower  tax  bracket  next 
year,  you  will  actually  reduce  the 
amount  you  pay  in  taxes.  One  way  to 


Are  You  Saving? 


20%  or  more 


None 


10% 


23%  of  Pre-retirees  in  a  recent  survey 
said  they  have  no  Income  allocated  to  a 
retirement  account  or  fund. 


defer  investment  income  is  to  transfer 
funds  from  instruments  that  pay  current 
interest,  such  as  money  market  funds, 
into  Treasury  bills  or  certificates  of  de- 
posit that  mature  within  a  year  or  less 
and  that  won't  pay  interest  until  1991. 

3  Realize  capital  losses  to 
offset  capital  gains. 
Before  tax  reform,  net  long- 
term  capital  gains  qualified  for  favor- 
able tax  treatment.  But  since  1988,  net 
capital  gains,  both  short-term  and  long- 
term,  have  been  taxable  at  regular  tax 
rates  as  high  as  33%.  As  a  result,  it  can 
be  particularly  beneficial  to  realize  cap- 
ital losses  to  offset  capital  gains  you 
have  realized  or  expect  to  realize  this 
year.  In  addition,  you  can  use  net  capi- 
tal losses  in  excess  of  capital  gains  to 
offset  up  to  $3,00  of  other  income 
each  year  on  a  dollar-for-dollar  basis. 

4  Use  appreciated  securities 
to  make  gifts  to  charity. 
If  you  plan  to  make  a  large 
charitable  contribution  in  1990  and  you 
also  intend  to  recognize  a  long-term 
capital  gain  in  securities,  you'll  get  a 
double  tax  benefit  by  making  the  gift 
with  the  securities,  or  part  of  them.  You 
will  get  a  deduction  for  the  full  value  of 
the  securities  you  donate,  and  you 
won't  owe  any  tax  on  the  gain,  which 
otherwise  could  be  taxed  at  a  rate  as 
high  as  33%. 

The  long-term  holding  period  is  now 
more  than  one  year.  Deductions  for 
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charitable  contributions  are  allowed 
only  if  you  itennize,  and  are  limited  to 
30%  of  your  adjusted  gross  inconne. 
You  should  check  with  your  tax  adviser 
before  making  a  charitable  gift  of  ap- 
preciated securities  because  doing  so 
could  expose  you  to  the  alternative 
minimum  tax. 

5   Invest  in  tax-exempt 
municipals  for  higher 
after-tax  returns. 

Most  municipal  bonds,  including 
"public  purpose"  municipals,  continue 
to  pay  interest  exempt  from  federal  in- 
come taxes.  Although  lower  tax  rates 
tend  to  increase  the  relative  appeal  of 
taxable  securities,  tax-exempt  munici- 
pals can  still  offer  top-tax-bracket  in- 
vestors higher  yields  than  they  can  get 
after  taxes  from  taxable  investments. 

An  alternative  to  buying  individual 
municipal  issues  is  to  invest  in  munici- 
pal bond  mutual  funds  and  unit  invest- 
ment trusts  that  offer  tax-free  com- 
pounding, diversification  and  profes- 
sional securities  selection  for  a  single 
investment  of  as  little  as  $1,000. 

The  table  below  can  help  you  deter- 
mine whether  you  will  get  more  spend- 
able income  from  a  tax-exempt  bond  or 
a  taxable  one.  The  table  shows,  at  vari- 
ous tax  brackets,  what  percentage 
yield  you  would  have  to  get  from  tax- 
able bonds  to  equal  the  return  from  tax- 
exempt  municipals. 


The  Tax-Exempt  Edge  of  Municipal 
Bonds  Based  on  Individual  Income 
Tax  Brackets 


Would  You  Save  More? 


Tax 
Bracket 

Tax-Exempt  Yield 
7.00%  7.50%  8.00%  8.50%  9.00% 

15% 

8.23     8.82     9.41     10.00    10.59 

28% 

9.72    10,41     11  11     11.81    12.50 

33%* 

10  45    11  19    11,94    12.67    13  43 

*lf  5%  surcharge  applies 

6   Maximize  your  retirement 
savings  through  tax-de- 
ferred retirement  accounts. 

One  of  the  best  ways  to  accumulate 
assets  for  retirement  is  to  contribute  as 
much  as  you  can  to  the  tax  deferred 
retirement  accounts  you  have  avail- 
able. Your  money  can  grow  even  faster 
in  these  accounts  because  any  ac- 
count earnings — and  in  many  cases, 
the  money  you  invest — accumulate 
without  current  taxes  until  you  make 
withdrawals.  The  earlier  in  the  year  you 
make  your  contributions,  the  greater 
the  tax  deferral  on  your  account  earn- 
ings. 


78%  of  Pre-retirees  agreed  they  would 
save  more  if  the  Government  provided  di- 
rect tax  incentives  to  save  for  retirement. 


7   Buy  a  tax-deferred  annuity 
to  accumulate  additional 
assets  for  retirement. 

Tax-deferred  annuities  offer  an  ex- 
cellent means  of  building  assets  for 
retirement  while  saving  taxes  today.  A 
*  deferred  annuity  is  a  contract — with  an 
insurance  company — purchased  with 
one  or  more  payments.  Earnings  within 
the  annuity  accumulate  without  current 
taxes,  which  means  100%  of  your  mon- 
ey is  working  for  you  until  you  make 
withdrawals  from  the  annuity. 

8   Buy  life  insurance  as  a 
tax-favored  estate  planning 
and  supplemental  retire- 
ment savings  plan. 

Certain  newer  types  of  insurance 
policies  are  designed  to  provide  not 
only  estate  protection  but  tax-favored 


Tax  and  Saving  Strategies 
for  the  Future 

Pay  yourself  first.  That's  the  advice 
comimonly  given  by  financial  experts  to 
people  starting  a  saving  program.  Be- 
fore you  buy  consumer  goods  or  ser- 
vices for  today — buy  sources  of  in- 
come for  tomorrow. 

Current  tax  policies,  however,  are 
more  apt  to  encourage  spending  than 
saving.  Funds  that  are  saved  are  taxed 
twice,  in  effect:  when  they  are  earned 
and  when  they  earn  a  return.  Funds  that 
are  consumed,  however,  are  taxed 
once — when  earned.  The  net  effect  of 
this  bias  is  a  pronounced  disincentive 
to  save. 

Nationally,  insufficient  saving  and  in- 
vestment could  lead  to  a  domino  effect 
on  the  economy.  Lower  aggregate  sav- 
ing reduces  the  total  amount  available 
for  capital  formation,  which  lowers  fu- 
ture output  and  income.  Additionally, 
this  harms  our  standing  in  the  world 
economy,  today  and  tomorrow,  by 
making  American  businesses  less  ef- 
fective competitors. 

There  is  a  human  consequence  to 
the  saving  problem  that  is  frequently 
overlooked.  As  Americans  age — and 
with  the  baby  boom  generation  matur- 
ing, we  are  aging  at  a  rapid  pace — we 
face  increasing  demands  for  future  in- 
come. In  fact,  many  baby  boomers  will 
live  for  as  many  years  after  retirement 
as  they  worked.  In  retirement,  we  will 
be  concerned  with  funding  an  active 
lifestyle  if  we're  healthy,  or  paying  for 
health  care  costs,  if  we're  not.  From  this 
perspective,  the  question  is  whether 
individuals  save  enough  to  take  care  of 
themselves  or  whether  they  will  have  to 


rely  on  others,  especially  government, 
to  provide  financial  support. 

How  can  we  cement  our  leadership 
position  in  the  global  marketplace  and 
ensure  the  productive  lives  of  individ- 
uals? We  must  increase  the  personal 
saving  rate.  One  way  to  remove  the 
barrier  to  saving  is  to  give  the  individual 
a  neutral  tax  choice  when  it  comes  to 
saving  versus  consumption. 

The  Individual  Retirement  Account,  a 
well-known  tax  incentive  approach,  is 
the  classic  model  of  a  neutral  tax  treat- 
ment. Recent  studies  show  that,  when 
the  IRA  was  fully  tax-deductible,  it  was 
extremely  successful  in  encouraging 
new  personal  saving  in  the  economy. 
Copies  of  the  most  recent  study,  "Sav- 
ing: The  Key  to  a  Prosperous  America," 
are  available  by  calling  1-800-637- 
7455,  ext.  7260. 

Further,  the  studies  show  that  a  tax 
incentive  on  either  deposits  or  with- 
drawals offers  similar  benefits  to  the 
saver,  as  well  as  similar  costs  to  the 
Government.  A  "back-end"  saving  ve- 
hicle, which  would  allow  tax-free  with-' 
drawals,  would  provide  a  powerful  in- 
centive to  save  while  avoiding  short- 
term  strains  on  the  federal  budget.  This 
approach  would  also  give  investors  a 
tax  benefit  when  they  need  it  most — in 
the  future,  when  tax  rates  are  expected 
to  be  higher. 

Congress  and  the  Administration  are 
considering  several  proposals  to  cre- 
ate tax  incentives  for  personal  saving, 
including  President  Bush's  proposed 
new  Family  Savings  Account  or  a  modi- 
fied IRA.  Merrill  Lynch  believes  that 
now  is  the  time  for  individuals  to  make 
their  voices  heard  on  this  issue  Mo<r 
than  ever,  increasing  our  personal  sav 
ing  is  the  key  to  a  prosperous  America. 
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asset  accumulation,  at  either  fixed  or 
variable  rates,  for  (neiping  to  meet  re- 
tirement planning  and  other  long-term 
goals.  One  of  the  primary  tax  benefits 
of  life  insurance  is  that  increases  in  the 
policy's  cash  value  are  not  subject  to 
current  income  tax  as  long  as  the  policy 
remains  in  force,  so  policy  earnings 
can  compound  on  a  tax-deferred  ba- 
sis. Furthermore,  insurance  proceeds 
are  paid  to  beneficiaries  free  of  income 
taxes  and  probate. 

9   Ensure  the  deductibility 
of  your  investment  interest 
expense. 

Investment  interest  expense  on  mar- 
gin accounts  remains  deductible  to  the 
extent  of  your  net  investment  income 
plus,  through  1990,  a  percentage  of  up 
to  $10,000  of  excess  interest  expense. 
In  1990  this  percentage  is  10%  and 
afterwards  0%.  Investment  income  in- 
cludes interest,  dividends  and  net  cap- 
ital gains. 

In  light  of  the  phasing  out  of  the  de- 
ductibility of  consumer  interest,  and 
since  investment  interest  is  deductible 
to  the  extent  of  net  investment  income, 
securities-based  credit  can  be  used  to 
finance  portfolio  purchases,  such  as 
stocks  and  bonds,  and  available  cash 
can  be  used  for  consumer  purchases, 
such  as  a  car.  In  this  way,  non-deduct- 
ible interest  expense  is  avoided  and  full 
advantage  is  taken  of  deductible  in- 
vestment interest. 

1  A   '^^P'^c^  consumer 
I  II  debt  with  tax-deductible 
I  V  home  equity  credit. 

Deductions  for  consumer  interest  ex- 
pense (for  example,  car  loan,  student 
loan  and  credit  card  interest)  are  also 
being  phased  out  under  tax  reform.  In 
1990,  only  10%  of  your  consumer  inter- 
est expense  is  deductible,  versus  20% 
last  year.  Any  consumer  credit  you 
have  automatically  becomes  more  ex- 
pensive aS'it  loses  tax  deductibility. 

Now  migtit  be  a  good  time  to  borrow 
against  the  equity  in  your  home  to  pre- 
serve the  deductibility  of  your  interest 
expense,  and  use  the  cash  to  pay  off 
outstanding  consumer  credit  or  to  pay 
for  future  consumer  purchases.  Home- 
owners may  borrow  up  to  $100,000 
against  the  equity  in  their  first  or  sec- 
ond home,  for  any  purpose,  and  fully 
deduct  the  interest  expense.  Borrowing 
against  the  equity  in  your  home  will  not 
only  save  you  interest  deductions,  but 
the  interest  rate  on  your  loan  is  likely  to 
be  lower  than  the  rate  you  would  pay  on 
consumer  loans. 

You  can  fully  deduct  the  interest  paid 
on  up  to  $1  million  in  mortgage  loans 


Will  the  Tax  Rate  Increase? 

Higher 


used  to  acquire,  build  or  substantially 
improve  a  first  or  second  home,  as  long 
as  the  financing  does  not  exceed  the 
fair  market  value  of  the  home. 


Same 


Don't  Know/Refused 


Nearly  six  in  ten  Americans  (59%)  ex- 
pect to  face  a  higher  tax  rate  at  retirement. 
An  additional  11%  expect  to  pay  at  least 
the  same  tax  rate  in  retirement  as  they  do 
now. 

(Base:  100  US,  adults) 
"Higher"  results  will  vary  3%  with  95%  confider^ce 


Who  Is  Prepared  for 
the  Future? 

One  recent  study  of  pre-retirees 
shows  conflicting  attitudes  and 
actions  toward  saving  for  the  fu- 
ture. Eight  in  ten  (83%)  agree  that 
they  are  looking  forward  to  their 
retirement  years,  and  79%  are 
confident  they  will  be  able  to 
maintain  their  current  standard  of 
living  during  retirement. 

At  the  same  time,  nearly  two- 
thirds  of  all  pre-retirees  in  the 
study  (62%)  say  they  are  "ex- 
tremely concerned"  about  being 
able  to  afford  the  high  cost  of 
health  or  medical  bills.  A  large 
portion  (45%)  are  concerned 
about  outliving  the  money  they've 
put  away  for  retirement. 

Despite  these  concerns,  a  sig- 
nificant portion  of  pre-retirees  are 
doing  little  themselves  to  prepare 
for  retirement.  One  quarter  (23%) 
say  they  currently  allocate  noth- 
ing to  a  retirement  account  or 
fund  such  as  a  401  (K).  IRA  or 
Keogh. 

Over  half  of  pre-retirees  (57%) 
say  they  just  save  what  they  can 
and  hope  they'll  have  enough  to 
live  on  in  retirement.  But  78%,  a 
significant  majority,  agree  that  if 
the  Government  provided  direct 
tax  incentives,  they  would  save 
more. 


11 


Shift  income  to  children 
up  to  the  "kiddie  tax" 
limit. 

Tax  reform  generally  eliminated  the 
ability  to  reduce  income  taxes  by  shift- 
ing income  to  children.  Investment  in- 
come in  excess  of  $1,000  is  taxed  at 
the  parent's  tax  rate  until  the  child  is 
age  14,  and  after  that  all  income  is 
taxed  at  the  child's  rate.  However,  by 
planning  for  each  child  under  14  to 
have  $1 ,000  of  taxable  investment  in- 
come, you  can  save  up  to  $255  in  tax- 
es. That's  because  if  you  are  taxed  on 
that  income,  you  could  pay  taxes  at  a 
rate  as  high  as  33%.  Children,  on  the 
other  hand,  pay  no  tax  on  the  first  $500 
of  income  and  are  taxed  at  15%  on  the 
next  $500.  So  your  child  will  only  pay 
$75  in  taxes,  versus  the  $330  you 
would  have  to  pay. 


Before  You  Act 

By  making  tax  planning  an  integral  part 
of  the  way  you  manage  your  financial 
life,  you  will  find  there  are  many  oppor- 
tunities for  minimizing  taxes  and  maxi- 
mizing real  investment  returns.  Before 
acting  on  any  of  these  tax-saving  sug- 
gestions, you  should  consult  your  tax 
adviser  to  find  out  whether  they  are 
appropriate  in  your  particular  situation. 

For  more  ideas  for  individuals, 
call  1-800-637-7455,  ext.  7261  and 
ask  for  "17  Tax-Saving  Strategies  for 
1990."  If  you  own  or  run  a  business, 
call  1-800-637-7455,  ext.  7262  for 
"How  to  Cut  Your  Business  Tax  Bill," 
or  ask  a  Financial  Consultant  at  your 
local  Merrill  Lynch  office. 


The  survey  information  cited  in  this  piece  is 
culled  from  three  recent  studies.  The  Insti- 
tute for  Research  on  the  Economics  of  Tax- 
ation (IRET)  published  the  results  of  a  survey 
titled,  "Save,  America"  in  June,  1989.  Lewin/ 
ICF  published  "Individual  Retirement  Ac- 
counts, Saving  and  the  Future  U.S.  Econo- 
my" in  November,  1989.  The  results  of  the 
1989  Merrill  Lynch  Retirement  Planning 
Study  were  published  in  March,  1990. 

William  E.  Sullivan  is  Senior  Vice  President 
and  Director  of  Individual  Financial  Ser- 
vices, Merrill  Lynch  Consumer  Markets.  He 
bylines  "Money  Sense,"  a  nationally-syndi- 
cated column  focusing  on  practical  person- 
al financial  issues  for  individuals. 
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Call  1 800  637-7455  ext.  6649 

Mail  to:  Merrill  Lynch,  Pierce,  Fennerand  Smith  Inc. 
Response  Center,  P.O.  Box  30200 
New  Brunswick,  NJ  08989-0200 

n  Please  send  me  a  free  copy" of  the  Merrill  Lynch  brochure; 

17  Tax-Saving  Strategies  for  1990  along  with  the  special 

worksheet. 
D  I  am  a  small  business  owner.  Please  send  me  the  Merrill  Lynch 

brochure:  How  To  Cut  Your  Business  Tax  Bill,  free. 

Name 


Address. 
City 


.State. 


.Zip. 


Business  Phone  i l 

Home  Ptione  l I 

Merrill  Lynch  clients,  please  give  name  and  office  address  of  your 
Financial  Consultant: 


L 


664!) 
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Plan  now  or  pay  later. 
Learn  how  you  may  reduce 
your  taxes  with  our  free 
tax-saving  ideas. 

Like  most  investors  today, 
you  need  help. 

Help  finding  ways  to  mini- 
mize your  taxes  in  a  world  where 
such  opportunities  grow  scarcer 
every  day 

No  one  knows  better  where 
to  look  than  Merrill  Lynch.  We 
understand  your  tax  needs. 


And  we  can  offer  tax  strategies 
for  today  that  can  help  limit 
your  tax  burden  tomorrow. 

Start  by  requesting  your 
free  copy  of  our  new  brochure, 
17  Tax-Saving  Strategies  for  1990. 
We've  also  added  a  special 
worksheet  to  help  you  project 
your  tax  liability  for  1990.  Use  it 
as  a  guide  to  help  you  take  ad- 
vantage of  our  tax-saving  tips. 
For  example,  you'll  learn  about 
the  attractive  after-tax  returns 
available  through  investing  in 
tax-exempt  municipals. 


(■CJ1990  Merrill  Lynch,  I'it'rcf.  Fciuicr  and  Smith  Inc.  Member  SIPC 


Send  for  this  free  brochure 
today  And  talk  to  an  even  more 
valuable  source  of  information, 
your  Merrill  Lynch  Financial 
Consultant. 

For  your  free  copy  of  17 
Tax-Saving  Strategies  for  1990 
with  the  special  work.sheet, 
call  toll-free,  Monday  through 
Friday,  8:30  AM  to  9:00  PMET. 
Or  clip  here.  And  get  the  cut 
you  deserve. 


Merrill  Lynch 

A  tradition  of  trust. 
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Layne  Kennedy 


The  Up  &  Comers 


A  Marvin  craftsman  at  work 
Windows  handcntfted  to  order. 

were  being  asked  to  trust  Marvin  to 
deliver  product  on  time. 

"We  had  to  sell  a  story  of  noninven- 
tory/'  says  Frank  Marvin.  To  convert 
skeptical  wholesalers,  Marvin  prom- 
ised regular,  scheduled  shipments  and 
delivery  within  three  weeks  for  most 
products.  A  Marvin  truck  is  sent  to 
each  new  distributor  once  a  week, 
regardless  of  how  much  product  is  to 
be  delivered.  The  strategy  worked: 
Marvin  has  90  distributors  in  all  50 
states,  plus  Japan  and  Canada. 

The  Marvins  now  hope  to  grow  be- 
yond second-ranked  Pella  Windows. 
As  part  of  that  drive,  Marvin  has  its 
own  architecture  department,  which 
helps  design  windows  to  the  specific 
cations  of  architects;  this  moves  Mar- 
vin closer  to  the  commercial  con- 
struction and  renovation  trade,  tradi- 
tionally a  Pella  stronghold.  Marvin 
was  known  by  less  than  50%  of  archi- 
tects five  years  agO;  now  its  market 
research  shows  it's  known  by  over 
90%  of  working  architects. 

Pella  isn't  taking  the  challenge  ly- 
ing down.  While  Andersen  is  sticking 
with  its.  standard-size  window  strate- 
gy, Pella  has  moved  into  the  custom 
end  of  the  trade,  and  also  strives  for 
three-week  delivery. 

If  the  Marvins  were  so  inclined, 
they  could  probably  sell  their  compa- 
ny for  northwards  of  $300  million. 
The  family  gets  an  average  of  one  un- 
solicited offer  a  week.  But  the  Mar- 
vins are  -not  so  inclined,  and  why 
should  they  be?  In  little  Warroad  (pop. 
1,800)  they  employ  3,000  people  and 
make  products  that  beautify  the  land- 
scape throughout  the  country.  What's 
a  couple  hundred  million  dollars  com- 
pared with  that?  ■ 


Counterattacks 


What  to  do  when  your  big  strong  partner 
starts  skimming  off  the  cream,?  Threaten  to 
give  the  milk  to  somebody  else.  Thafs  Air 
Wisconsin's  survival  strategy. 

When  a  partner 

becomes 

a  competitor 


By  Rita  Koselka 


What's  the  worst  thing  that 
can  happen  to  a  small  com- 
pany that's  thriving  in  a 
niche  market?  Somebody  big  notices 
it  and  moves  in. 

That's  what  happened  to  $171  mil- 
lion (sales)  Air  Wisconsin.  By  late 
1988  United  Airlines  had  started 
moving  jets  into  Air  Wisconsin's  very 


profitable  Chicago-Milwaukee,  Chi- 
cago-Madison and  Dulles-Norfolk, 
Va.  routes. 

To  add  insult  to  injury.  United  is 
Air  Wisconsin's  marketing  partner. 
Air  Wisconsin  is  more  commonly 
known  as  United  Express  in  midwest- 
em  markets,  where  it  picks  up  passen- 
gers and  flies  them  to  connect  with 
United  flights  at  Chicago  O'Hare  and 
Washington  Dulles  airports. 


Air  Wisconsin  Chairman  Preston  Wilboumc 

No  need  for  enemies  with  a  partner  like  United  Airlines. 
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\bu  might  think  one  of  these  longl 

you  lots  of  money.) 


Did  you  know  if  you  compare  MCI's  busi- 
ness plan  to  Kl&TFRO^''  WATS,  our  business 
discount  calling  plan,youd  see  how  you  can  get 
AT&T  quality  for  prices  that  are  extremely 
competitive. 

For  example,  if  these  two  bankers  made 
a  3^/2  minute  call  from  Los  Angeles  to  New  York 
at  2  RM,  AT&TP/^O  WATS  would  cost  S7i  And 
MCI®  PRISM  PLUS'"  would  cost  85<  Nowhere  near 
the  savings  MCI  claims* 

What's  more,  if  you're  not  using  AT&T 


/^/?0  WATS, you're  not  getting  AT&T  Card  calling 
discounts  on  every  direct-dialed  out-of  state  call. 
And  the  fastest  call  set-up  time  of  an\'  major  k)ng 
distance  company 

And  now  that  we've  lowered  our  price, 
PROWAT^  is  perfect  for  any  business  that  spends 
.from  $50  to  $5,000  a  month  on  long  distance. 

In  addition,y()u  don't  have  to  switch  plans 
as  your  volume  increases.  PROWKIS automati- 
cally gives  you  larger  discounts  as  your  usage 
goes  up  Plus  you  get  international  discounts 


©1990  AT&T 

•Based  on  standard  rates.  Additional  volume  discounts  and  monthly  service  charges  not  included. 
MCI  and  PRISM  PLUS  are  trademarks  of  MCI  Communications  Corporation. 


jlistance  companies  always  saves 
)on't  bank  on  it. 


I 


to  47 countries.  On  top  of  that,you  get  free  call 
detail  reports.  And  AT&TP/?0  WATS  works  off 
your  existing  lines.  No  installation.  No  special 
lines.  No  sjxcial  equipment. 

So  call  now  and  sign  up  for  AT&rP/eO  WATS. 
You'll  be  glad  you  did. 

And  you  can  take  that  to  the  bank. 

AIM'  PRO  WATS. 
Another  AIM' advantage. 

For  more  information,  call  1 800  222-0400. 


ATbT 

The  right  choice. 


are  hotels 
"sere  is  Swissotel. 


Is  one  hotel 
beginning  to  look 
like  another  to  you? 
Then  experience  the 
fine  art  of  Swissotel. 
Every  hotel  is 
centrally  located  to 
business.  Attention 
to  service  is  a  way  of 
life.  Spacious  rooms 
are  the  norm. 
All  complimented 
by  exquisite  cuisine. 
Swissotel,  one  of  a 
kind,  with  properties 
in  New  York, 
Boston,  Chicago  and 
opening  early  1991, 
Atlanta  -  Buckhead. 
Because  if  the  Swiss 
can't  run  a  hotel, 
who  can?  Call  800- 
63-SWISS  for 
reservations. 


swissotel^' 

NEW  YORK 
The  dbake  Hotel 


swissotel  ^^ 

Boston 

The  Lafavette  Hotel 


swissotel^^ 

Chicago 


swissotel  ^^ 
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INVESTMENT  AUSTRALIA 
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■  Influence  FORBES  high  caliber  readers  In  the  market  for  information  on 
Australia  as  a  place  to  do  business. 

■  Reach  top  executives  seeking  new  Asia/Pacific  markets  and  who  are  willing 
to  share  advanced  technology  in  a  joint  venture  or  partnership. 
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Jake  Wilson 

Sydney 
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The  new  competition  hurt.  After 
record  profits  in  1988,  Appleton,  Wis.- 
based  Air  Wisconsin  posted  a 
$600,000  loss  for  the  fourth  quarter  of 
1989  and  eked  out  only  a  meager  prof- 
it for  the  full  year.  This  year  profits 
are  expected  to  rebound  somewhat, 
probably  topping  $2  million. 

Air.  Wisconsin  Chairman  Preston 
^ilboume  is  counterattacking.  The 
company  announced  last  month: 
"Our  contractual  affiliation  with 
United  is  due  to  expire  in  mid- 1991, 
and  we  are  now  contacting  United 
and  other  major  carriers  to  initiate 
discussions  aimed  at  repositioning 
Air  Wisconsin."  Behind  those  bland 
words  was  a  blvmt  threat:  Get  off  our 
back.  United,  or  we'll  bring  in  your 
archrival,  American  Airlines. 

In  the  overheated  battle  for  domina- 
tion of  Chicago's  busy  O'Hare  airport, 
Air  Wisconsin's  threat  to  use  its  land- 


**If  we  had  done  any  type  of 
leveraged  buyout,  thifUc 
where  we*d  be  now  tifter 
this  bad  year— forced  to  sell 
aircraft  and  slots,  or  cut 
back,  routes.  Wd  be  a 
disaster," 

ing  slots  to  connect  with  American's 
flights  should  force  United  to  give  it  a 
much  better  deal. 

The  fact  is  that  Air  Wisconsin  has  a 
great  deal  to  offer  a  partner.  Landing 
slots  are  limited  at  O'Hare.  Air  Wis- 
consin owns  50  for  jets  and  1 19  for  its 
commuter  aircraft,  planes  carrying  up 
to  75  passengers.  In  February  1989 
American  paid  a  rumored  $35  million 
for  Britt  Airways'  137  commuter 
landing  slots  at  O'Hare  Airport,  in- 
creasing its  share  of  landing  space  to 
40% .  Since  there  is  no  more  space  at 
O'Hare,  an  airline  can  grow  only  by 
buying  from  another  airline — or  by 
running  bigger  planes.  Wilboume  has 
threatened  to  give  American  Airlines 
victory  in  Chicago  by  redirecting  its 
passengers  to  American  flights. 

American  has  stated  that  its  goal  is 
to  achieve  parity  with  United  at 
O'Hare.  The  more  slots,  the  more 
flights  you  can  schedule.  American 
currently  owns  821  slots  at  O'Hare, 
compared  with  United  and  Air  Wis- 
consin's joint  899  slots.  Gaining  Air 
Wisconsin's  slots  would  change  that 
relationship  to  990  for  American  and 
its  new  partner  versus  just  730  for 
United.  Not  only  would  American 
have  more  passengers  feeding  in  from 
outlying  areas  served  by  Air  Wiscon- 
sin, but  it  would  also  be  able  to  put 
them  into  bigger  jets  on  its  major 
routes,  thus  growing  in  two  ways. 
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The  Right  Kind 
of  Growth 


Telecommunications  CP  Telecom- 
munications network  control  centre 
in  Toronto  helps  ensure  reliability  and 
cost  effectiveness  of  sophisticated 
voice,  message  and  data  services. 
Microwave  tower  is  part  of  nation- 
wide communications  system 
which  includes  fibre  optic,  digital 
microwave  and  satellite  networks. 

Waste  Services  and 
School  Bussing  Laidlaw 
transports  more  than  one 
million  students  a  day  to  and 
from  schools  in  communities 
across  North  America. 

Laidlaw  provides  solid  waste 
collection  and  disposal  services 
to  more  than  1. 7  million 
commercial,  industrial  and 
residential  customers  in 
North  America. 

Manufacturing  AMCA  produces 
manufactured  products  and  pro- 
vides engineering  and  construction 
services.  Its  Varco-Pruden  Evans- 
ville,  Wl,  plant  manufactures  pre- 
engineered  buildings. 


At  Canadian  Pacific,  the  right 
kind  of  growth  means  building 
on  the  inherent  strengths  of  the 
businesses  we  know  best — our 
major  core  businesses  in 
transportation,  energy  and 
forest  products. 

It  also  means  investing  in  related 
businesses  that  have  significant 
development  potential — 
recession-resistant,  growth 
businesses  that  will  contribute 
added  value  and  synergies  to 
our  portfolio. 

That's  why  we  have  taken  a  major 
North  American  position  in  waste 
services  and  school 
bussing;  why  we  are 
aggressively  developing 
our  Canada-wide 
telecommunications 
network;  and  why  we 
are  strengthening  our 
competitive  position  in 
manufactured  products 
and  engineering/ 
construction  services. 

The  right  kind  of  growth 
also  means  profitable 

growth  that  produces  higher 

returns  and  better  quality 

earnings  for  our  shareholders. 

That's  our  ultimate  goal  at 

Canadian  Pacific. 

For  more  information  write: 
Vice-President,  Investor  and 
Industry  Relations,  Canadian 
Pacific  Limited,  P.O.  Box  6042, 
Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 


Is  Wisconsuj  bluffing  in  its  threat  to 
leave  United  for  American?  Some 
people  think  so.  The  Justice  Depart- 
ment may  object  to  a  combination 
that  would  mean  less  competition  in 
markets  such  as  Green  Bay  or  Peoria. 

Wilboume  says  he  and  United  have 
talks  planned.  He  complains  that  un- 
til now  it  has  been  almost  impossible 
to  get  the  attention  of  United's  man- 
agement while  it  has  been  preoccu- 
pied with  the  continuing  takeover 
maneuvers. 

Couldn't  United  just  buy  out  Air 
Wisconsin?  A  combined  airline  could 
redeploy  aircraft  with  greater  freedom 
and  coordinate  the  marketing  benefits 
and  profitability  of  the  whole  system. 
However,  United,  loaded  with  debt 
after  a  leveraged  buyout,  most  likely 


Dove,  from  a  pickle  factory  in  Louisi- 
ana. Whitfield  Pickle  Co.  was  so  hap- 
py to  sell  the  plane  that  it  threw  in  an 
extra  case  of  pickles  for  each  of  the 
new  company's  directors.  With  four 
pilots,  daily  round-trip  service  to  Chi- 
cago O'Hare  airport  was  started,  and 
Air  Wisconsin  was  bom. 

hi  1965  the  board  hired  its  first  gen- 
eral manager,  a  12-year  veteran  of 
Piedmont  Airlines,  Preston  Wil- 
boume, then  39.  Under  Wilboume, 
now  chief  executive.  Air  Wisconsin 
has  grown  to  30  airplanes — including 
10  jets — serving  29  cities  and  generat- 
ing revenues  of  $171  million  in  1989. 
Though  he's  now  at  normal  retire- 
ment age  and  will  turn  over  the  chief 
executive's  job  in  June,  Wilboume 
plans  to  remain  as  chairman  indefi- 


Air  Wisconsin  Chief  Financial  Officer  William  Geenen 
Savvy  about  how  much  the  company  couMd.  chew. 


couldn't  afford  to  buy  Air  Wisconsin. 
Which  leaves  Air  Wisconsin  very 
much  up  in  the  air,  but  that  is  nothing 
new.  The  company  was  bom  of  adver- 
sity. In  1965  central  Wisconsin's  Ou- 
tagamie County  had  just  completed  a 
new  airport  near  the  county  seat  of 
Appleton  when  North  Central  Air- 
lines, the  regional  carrier,  decided  to 
pull  out  of  the  area.  Appleton  town 
fathers  were  aghast.  Not  only  did  they 
now  have  a  new  airport  with  no 
flights,  but  many  of  the  area's  growing 
businesses  depended  on  easy  access  to 
Chicago,  160  miles  to  the  south,  for 
their  livelihood.  So  several  local  busi- 
nessmen decided  to  form  their  own 
airline.  They  sold  stock  to  other  area 
residents,  raising  about  a  hundred 
thousand  dollars,  and  bought  their 
first  plane,  a  used  9-seat  de  Havilland 


nitely,  certainly  until  the  impasse 
with  United  is  settled. 

Air  Wisconsin  prospered,  but  it 
never  let  its  ambitions  get  out  of 
hand.  When  deregulation  came  in 
1978,  established  airlines  pulled  out 
of  smaller,  marginal  markets,  and 
startup  airlines  sprouted.  "We  never 
bit  off  more  than  we  could  chew," 
says  Wilboume. 

Air  Wisconsin  stuck  to  its  original 
mission.  It  shuttled  passengers  into 
O'Hare  from  all  over  the  Midwest  to 
catch  United's  and  American  Air- 
lines' flights.  Then  came  changes  in 
the  computerized  reservation  sys- 
tems, which  made  it  necessary  for 
smaller  regional  airlines  to  become 
affiliated  with  major  carriers  in  order 
to  get  their  flights  displayed  promi- 
nently on  travel  agents'  screens. 


Air  Wisconsin  signed  with  United, 
the  dominant  airline  in  Chicago. 
Combined,  the  two  were  a  weighty 
presence  in  busy  O'Hare,  controlling 
about  900  of  the  2,100  available  land- 
ing slots.  United  had  a  43%  market 
share  of  the  landing  space,  compared 
with  archrival  American's  33%. 

With  a  fair  amount  of  sadness.  Air 
«^^Wisconsin  painted  the  United  stripes 
over  its  green  and  orange  logo.  Busi- 
ness boomed.  Net  income  from  opera- 
tions in  1988  was  $11  million  on  sales 
of  $177  miUion.  That's  why  United 
started  flying  its  own  jets  into  Madi- 
son and  Milwaukee. 

Despite  Air  Wisconsin's  fleet  of 
comfortable,  up-to-date  commuter 
aircraft,  most  travelers  still  prefer  a 
big  jet  if  one  is  available.  So  Air  Wis- 
consin began  losing  passengers  to  its 
bigger  rivals. 

More  problems  followed.  In  their 
constant  competitive  brawls,  the  ma- 
jor airlines  had  initiated  a  promotion 
to  fly  kids  free  through  the  summer  of 
1989.  That  meant  that  through  the 
middle  of  Air  Wisconsin's  busiest  and 
most  profitable  season,  it  was  flying 
3,000  United  passengers  a  month  for 
nothing.  Then  the  fall  slowdown 
staged  by  United  Airlines'  pilots  at 
O'Hare,  where  they  destroyed  flight 
timetables  by  taxiing  slowly,  encour- 
aged travelers  to  use  other  airports 
and  other  connecting  airlines  than 
O'Hare-centered  Air  Wisconsin. 

Since  Air  Wisconsin  signed  its  mar- 
keting agreement,  the  management  at 
United  changed.  In  came  Stephen 
Wolf,  fresh  from  successes  dealing 
with  unruly  unions  at  Republic  and 
Northwest  Airlines.  According  to  Air 
Wisconsin,  with  him  came  a  group  of 
managers  who  started  thinking  of  Air 
Wisconsin's  routes  as  a  way  to 
squeeze  out  more  profit,  instead  of  as 
a  marketing  tool  for  the  United  sys- 
tem. United  won't  comment. 

Despite  its  problems.  Air  Wiscon- 
sin seems  fiercely  determined  to  stay 
independent.  Three  groups  have  ap- 
proached management  about  doing 
some  type  of  leveraged  buyout  since 
1987.  "We  were  really  the  first  ones  to 
use  the  just-say-no  defense  success- 
fully," says  Chief  Financial  Officer 
William  Geenen.  It  said  no  and  got 
away  with  it,  even  though  the  offer 
was  for  around  $16  a  share  and  the 
stock  currently  trades  at  $11.  "If  we 
had  done  any  type  of  leveraged 
buyout,  think  where  we'd  be  now  af- 
ter this  bad  year — forced  to  sell  air- 
craft and  slots,  or  cut  back  routes.  It'd 
be  a  disaster,"  says  Geenen.  A  sensi- 
ble thought,  but  one  that  didn't  seem 
to  occur  to  sponsors  of  some  recent 
leveraged  buyouts.  ■ 
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Making  a  profit  on  the  a340  is  simple, 
just  add  up  the  numbers. 
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Long  before  we  started 
production  of  the  Airbus  A340,  the 
needs  and  goals  of  the  airlines  that 
would  operate  it  were  carefully 
considered. 

That's  why,  today  you'll  find 
a  number  of  ways  that  the  A340 
reduces  an  airline's  operating  costs 
while  increasing  profits.  Such  as: 

I .  A  computerized  center- 
of-gravity  control  that  uses  fuel  in 
the  tailplane  tnm  tanks  to  reduce 
consumption  while  extending 
range. 


2.  An  aerodynamically 
advanced,  light-weight  wing  design 
that  gives  both  improved  perfor- 
mance and  fuel  economy 

3.  An  optimum  222  inch 
fuselage  cross-section  that  allows 
carrying  standard  containers  two- 
abreast,  underfloor 

4.  True  wide-body  comfort 
made  available  with  a  choice  of  six, 
seven,  eight  or  nine-abreast  seating. 

5.  And  a  two-crew  cockpit 
with    fully    integrated    flight    control 


systems,    including   automatic   wind- 
shear  protection. 

It's  numbers  like  these  that 
have  given  airlines  around  the 
world  good  reason  for  selecting 
the  A340.  Because  after  all,  the 
most  important  set  of  numbers 
are  still  the  ones  on  the  bottom  line. 


AIRBUS  INDUSTRIE 


The  biggest  liberalization  of  the  country's 
gambling  laws  in  13  years  is  now  taking 
place  along  the  Mississippi. 

Why  are  Las  Vegas 

and  Atlantic  City 

yawning? 


By  Charles  Siler 


RiVERBOAT  GAMBLING,  already 
legal  in  three  states  along  the 
Mississippi,  could  be  lawful  in 
three  more  states  by  next  year.  Iowa, 
Illinois  and  Mississippi  have  aheady 
approved  casino  gambling  aboard 
Mississippi  River  cruise  boats.  Mis- 
souri, Louisiana  and  Kansas  are  talk- 
ing about  joining  the  party.  In  a  year 
or  two  it  may  be  possible  to  gamble  on 
much  of  the  Mississippi  River  as  well 
as  waterways  such  as  the  Missouri 
River  in  Kansas  and  the  Des  Plaines 
River  in  Illinois. 

Why  then  are  none  of  the  big  gam- 
bling companies,  such  as  Caesars 
World  Inc.  and  Bally  Manufacturing 
Corp.,  trying  to  get  in  on  this  action? 
It  is,  after  all,  one  of  the  biggest  liber- 
alizations of  gambling  law  since  gam- 
ing was  legalized  in  Atlantic  City  13 
years  ago.  An  Iowa  study  last  year 
wowed  state  legislatures  with  predic- 
tions that  legalized  gambling  could 
mean  as  much  as  $11  million  a  year  in 


state  revenues  if  the  state  was  willing 
to  throw  the  dice. 

But  the  states  themselves  are  queer- 
ing the  deal.  They  have  taken  too  big  a 
cut  for  themselves,  while  writing  the 
gambling  laws  to  all  but  eliminate 
high  rollers.  As  it  stands,  Illinois  and 
Iowa,  for  instance,  plan  to  rake  off 
20%  of  the  gross  take,  compared  with 
just  6V47o  in  Nevada  and  8%  in  Atlan- 
tic City. 

Iowa's  law,  passed  a  year  ago,  has 
become  the  model  for  others.  The 
new  laws  typically  authorize  five  or 
so  gambling  boats,  outfitted  with  slot 
machines,  gaming  tables  and  roulette 
wheels,  and  assign  each  operator  a 
territory.  But  Vegas  and  Atlantic  City 
will  hardly  lose  their  high  rollers. 
Tickets  will  be  about  $10  for  a  three- 
hour  gambling  cruise,  and  Iowa  was 
kind  enough  to  slap  a  limit  of  $200  on 
any  person's  losses.  Illinois  plans  to 
have  a  limit  at  $500. 

That  drawback  aside,  the  market 
looks  relatively  small.  Take  Daven- 
port and  Bettendorf,  Iowa,  part  of  a 


four-city  area  on  the  Mississippi  with 
a  total  population  of  380,000.  Devel- 
opers there  plan  to  float  four  gambling 
boats  by  1992.  They  expect  the  boats 
to  draw  more  than  1.6  million  gam- 
blers that  year.  That  assumes  a  lot  of 
outsiders  will  come,  but  Davenport  is 
scarcely  a  tourist  town. 

Assume  that  all  six  states  make 
gambling  legal  and  launch  five  boats 
each  with  an  average  capacity  of  1,000 
passengers  per  boat,  three  cruises  a 
day.  At  70%  occupancy,  that's  23  mil- 
lion gamblers  a  year.  Las  Vegas  at- 
tracted 18  million  visitors  last  year; 
Atlantic  City  drew  32  million. 

"It  looks  like  a  smaller-scale  opera- 
tion than  we  are  currently  involved 
in,"  sniffs  a  spokesman  at  Caesars 
World.  "We  are  not  interested  in  that 
aspect  of  the  market,"  agrees  Roger  N. 
Keesee,  president  and  chief  operating 
officer  of  Bally. 

Then  who  is?  Applicants  for  boat 
licenses  so  far  in  Mississippi,  Illinois 
and  Iowa  include  mostly  companies 
that  already  have  operations  on  the 
river,  such  as  Alter  Co.  at  Davenport 
and  jEC  Enterprises,  Ltd.,  a  Pitts- 
burgh-based marketing  and  excursion 
boat  firm,  jec  is  getting  help  from 
International  Game  Technology,  a 
$151  million  (sales)  Reno-based  slot 
machine  maker  that  recently  agreed 
to  buy  a  45%  interest  in  the  jec  gam- 
bling operation. 

On  the  other  hand.  Delta  Queen 
Steamboat  Co.,  a  New  Orleans-based 
riverboat  cruise  company  that  lobbied 
hard  to  make  gambling  legal  in  Iowa, 
has  now  abandoned  ship.  "They  were 
a  little  greedy  about  the  tax  take," 
says  Jeffrey  D.  Krida,  Delta  Queen's 
chief  operating  officer.  Could  be  the 
prospective  operators  are  just  trying 
to  bluff  the  legislators.  But  could  be 
the  legislators  overestimate  the  po- 
tential. ■ 

JonFranQOls  Allaux 
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HOW  TO  ENTERGIZE 
YOUR  PROFITS  " 
IN  MIDDLE  — 
SOUTH  USA. 


■f.     X 


Middle  South  USA  -  the  states  of  Arkansas, 
Louisiana,  Mississippi,  and  southeast  Missouri  -  is 
located  right  in  the  demographic  center  of  the  nation. 
And  that's  just  one  reason  why  your  company  could 
profit  by  locating  here. 

Other  great  reasons  are  our  abundant,  trainable 
workforce,  superb  quality  of  life,  plentiful  power  and 
progressive  corporate  tax  incentives. 

Middle  South  USA  is  also  the  home  of  Entergy 
Corporation  (formerly  Middle  South  Utilities),  one 
of  the  nation's  largest  electric  companies.  We've 
developed  an  innovative  program  to  help  you  locate 
here  more  profitably,  and  we'd  like  to  give  you  all  the 
facts  with  our  free  "Passport  to  Middle  South  USA " 

Cain -800-426-5721  or  send  the  accompanying^ 
reply  card  today  for  your  free  "Passport." 
And  let  us  help  you  start  entergizing 
your  profits. 


Entergy 
Corporation 

The  Middle  South  Electric  System 


Companies  within  Entergy  Corporation's  Middle  South  Electric  System  include  Arkansas  Power  &  Light  Company  Louisiana  Power 
&  Light  Company  Mississippi  Power  &  Light  Company  New  Orleans  Public  Service  Inc.,  System  Energy  Resources,  Inc..  and 
Entergy  Services.  Inc.  Our  New  York  Stock  Exchange  symbol  is  "ETR; "  our  listing  is  "Entergy "  Our  headquarters  address  is 
Entergy  Corporation.  P  O  Box  61000.  New  Orleans,  LA  70161. 


THE  386  SERIES 


■  HEAVYWEIGHT.  REAL  MUSCLE. 
THE  HYUNDAI  SUPER-386c:80386 
PROCESSOR,  8/20  MHz,  1MB  RAM 
INSTALLED  EXPANDABLE  TO  EIGHT 
MB, 64  KB  ROM, SPACE  FOR  4 
HALF-HEIGHT  DISK  DRIVES:  5.25  "OR 
3.5';  SIX  EXPANSION  SLOTS.  MS- 
DOS  3.3,  BASIC.  OS/2 
COMPATIBLE.  18-MONTH 
WARRANTY.  24-HOUR 
"SERVICE-ON-SITE" 
OPTION.  NATIONWIDE 
NETWORK  OF  DEALERS. 

■  WORKHORSE.  HOW 
TO  HARNESS  ALL  THE  POWER  YOU 
NEED.  THE  HYUNDAI  SUPER-286E: 
80286  PROCESSOR,  12  MHz,  640 
KB  RAM,  SPACE  FOR  THREE  DRIVES: 
5.25  "OR  3.5;  SIX  EXPANSION 
SLOTS.  WITH  MS-DOS  3.3,  BASIC. 
18-MONTH  WARRANTY.  NATION- 
WIDE NETWORK  OF  DEALERS.  24- 
HOUR  "SERVICE-ON-SITE '  OPTION. 


■  SMART  MOVE.  ANYTIME,  ANY- 
WHERE. THE  HYUNDAI  SUPER-LT3: 
80C286  PROCESSOR,  8/lOMHz,  1MB 
RAM,  64  KB  ROM,  SUPER  TWIST 
LCD  SCREEN,  SERIAL  AND  PARALLEL 
PORTS,  RGB  COMPOSITE  PORT,  3.5'; 
1.44  MB  FDD,  20  MB  LOW  POWER 
HDD.  AC  ADAPTOR,  RE- 
CHARGEABLE INTERNAL 
POWER  PACK.  CARRY 
CASE.  APPROX.  12  LBS. 
WEIGHT  (WITH  BAHERY). 
18-MONTH  WARRANTY. 

■  BUILDING  BLOCK. 
THE  HYUNDAI  SUPER-16TE:8088-1 
PROCESSOR,  4.77/10  MHz,  640  KB 
RAM,  32  KB  ROM,  SPACE  FOR  TWO 
HALF  HEIGHT  DISK  DRIVES:  5.25 " 
OR  3.5';  FIVE  EXPANSION  SLOTS. 
WITH  MS-DOS  3.3,  BASIC.  18- 
MONTH  WARRANTY  24-HOUR  "SER- 
VICE-ON-SITE" OPTION.  NATION- 
WIDE NETWORK  OF  DEALERS. 


MS-DOS  IS  a  registered  trademark  ol  Uicrosolt  Corp  and  QS/2  is  a  trademark  of  IBM  Corp  Q  1989.  Hyundai  Elemroniis  America  All  rights  reserved. 


H  YU  N  DAI 


Environmentalists  make  most  Northwest 
limbermen  see  red.  Louisiana-Pacifies 
Harry  Merlo  sees  green. 


Friend  of  the 
spotted  owl 


By  Marc  Beaochamp 


HARRY  Merlo,  the  irrepressible 
chairman  of  Portland,  Ore.'s 
Louisiana-Pacific  Corp.,  sings 
the  praises  of  a  new  product:  stronger 
than  conventional  gypsum  Sheetrock, 
more  fire-  and  moisture-resistant, 
and,  best  of  all,  environmentalist-re- 
sistant. Environmentalist-resistant? 
Yes.  Merlo's  new  wallboard  is  made 


from  gypsum  and  wood  fiber  re- 
claimed from  recycled  paper.  No  trees 
fall  to  the  noisy  chain  saw  to  make  it. 
No  spotted  owls  lose  their  habitats. 

Which  is  just  as  well  for  Louisiana- 
Pacific,  because  it  doesn't  own  all  that 
many  trees.  Louisiana-Pacific  is  the 
poor  sister  among  the  big  forest  prod- 
ucts companies  when  it  comes  to  tim- 
ber holdings.  It  owns  or  controls  2 
million  acres  of  trees.  Georgia-Pacific 


has  6.5  million  acres,  Weyerhaeuser 
13  million. 

When  trustbusters  forced  Georgia- 
Pacific  to  spin  off  Louisiana-Pacific  1 7 
years  ago,  Georgia-Pacific  kept  most 
of  the  low-cost  timber  reserves.  To 
feed  its  mills,  Louisiana-Pacific  was 
forced  to  buy  most  of  its  timber  on  the 
open  market.  But  because  of  the  spe- 
♦"cialized  products  it  now  makes,  Mer- 
lo's company  is  less  susceptilile  to 
market  cycles  than  are  other  forest 
products  companies.  So  while  ana- 
lysts are  predicting  depressed  earn- 
ings for  the  industry  this  year,  Louisi- 
ana-Pacific's profits  should  hold 
steady. 

That's  because  Merlo  has  turned 
his  apparent  disadvantage — his  rela- 
tively small  timber  holdings — into  an 
advantage.  How?  By  looking  for  new 
materials  and  combinations  of  mate- 
rials to  save  on  timber.  Like  the  new 
wallboard,  for  example. 

At  a  trade  show  in  the  late  Seven- 
ties, Merlo  saw  a  wood-panel  product 
called  Aspenite,  developed  in  Canada 
and  made  of  low-cost  aspen,  a  plenti- 
ful, fast-growing  tree.  He  figured  a 
similar  product  could  compete  power- 
fully with  plywood. 

The  fancy  name  for  what  Louisi- 


Rtibbic  McClaran 


Louisiana-Pacific  Chat,  man  Harry  Merlo 

Fighting  environmentaliata  turith  ituiovative  wood  products. 
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WE'RE  PROUD  OFTHE  WAY  OUR  PEOPLE  RESPOND. 
THEY'RE  THERE  WHEN  IT  COUNTS. 
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Hurricane  Hugo  had  left  the 
island  a  shambles.  Debris  every- 
where. Government  forces  trying 
to  restore  order.  No  electric  or 
phone  service. 

And  thousands  of  Continental 
policyholders,  including  many 
tourist-oriented  businesses,  reeling 
from  severe  property  damage. 

Into  that  turmoil  flew  Glynne 
Kelly  our  executive  general 
adjuster  in  Dallas,  with  his  pickup 
team  of  adjusters  from  all  over  the 
U.S.  Aided  by  our  local  indepen- 
dent agent,  they  worked  14-hour 
days,  seven  days  a  week,  under 
very  tough  conditions... and 
settled  1,667  claims  worth  over 
$84  million  in  just  the  first  five 
months.Their  extraordinary  efforts 
have  helped  thousands  of  busi- 
nesses and  residents  get  back  on 
their  feet. 

Continental 
has  a  lot  of  dedi- 
cated people 
like  Glynne— 
they've  helped 
make  us  a  lead- 
ing property/ 
casualty  insurer 
They  are  a  major  reason  why 
we're  a  strong,  solid  company... 
why  for  over  135  years,  we've 
met  our  obligations.To  our  custom- 
ers, employees,  distributors 
and  shareholders. 


WE  SENT  GLYNNE  KELLY  TO  ST.  CROIX  LAST  FALL 

SO  THINGS  WOULD  BE  READY  FOR  YOU  THIS  WINTER. 
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There  when  it  counts. 


THE 
PENINSULA 

NEW  YORK 


NEW  YORK 


IS  NOW  HOME 


TO  .\NOrHER 


GREAT 


CLASSIC. 


THE  PENINSULA 


A  truly  great  hotel 
in  the  city's  greatest  location 

Fifth  Avenue  and  55th  Street 


The  Peninsula,  New  York 

Tel:  (212)  247-2200 
ToU  Free:  (800)  262-9467 

'Thiflsadm^HitekofthtfWbdd 

The  Leading  Hotels  oflTie  World 
Toll  Free:(800)223-6800 


*R«gtiwn)l^is 


Preferred  Hotels  Worldwide 
ToU  Free.  (800)323-7500 


Steigenberger  Reser\"dtion  Ser\'ice 
Toll  Free:(800)223-5652 
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Installing  Louisiana-Pacific  siding 

The  product  is  25%  cKeaper  than  cedar. 


ana-Pacific  specializes  in  is  oriented 
structural  board.  It  is,  of  course,  made 
from  trees,  but  from  cheap,  plentiful 
and  quick-growing  kinds  rather  than 
from  the  slower-growing,  more  ex- 
pensive pine  or  Douglas  fir.  Louisi- 
ana-Pacific's oriented  structural  board 
can  be  made  from  aspen,  cottonwood 
and  other  low-cost,  small-diameter 
species.  Logs  as  small  as  2  inches  in 
diameter  are  sliced  into  wafers,  mixed 
with  resin  and  pressed  into  sheets. 
The  resulting  boards  are  as  strong  as 
plywood,  more  uniform,  and  on  aver- 
age 15%  cheaper  at  wholesale.  By  con- 
trast, conventional  plywood  is  made 
by  peeling  veneers  from  large-diame- 
ter pine  or  Douglas  fir  trees  and  gluing 
the  veneers  together  under  pressure. 

In  just  a  decade,  oriented  structural 
board  has  taken  an  estimated  25%  of 
the  $6  billion  structural  panel  mar- 
ket. The  share  is  likely  to  grow.  As 
Merlo  predicted,  there  is  today  a 
shortage  of  good,  big  logs  thanks  to 
overcutting  on  private  timberlands 
and  Japanese  demand  for  logs. 

Cutting  those  aspen  and  cotton- 
wood  trees  is  also  less  likely  to  bring 
down  the  wrath  of  environmentalists. 
Northwestern  U.S.  forests,  home  to 
the  spotted  owl,  account  for  42%  of 
the  nation's  plywood  supplies,  and 
the  U.S.  Forest  Service,  under  pres- 
sure from  environmentalists,  may 
chop  the  annual  available  harvest 
from  around  4.7  billion  board  feet  to  3 
billion  board  feet. 

Ten  years  ago  lumber  from  large- 
diameter  trees  accounted  for  53%  of 
Louisiana-Pacific's  sales;  last  year 
that  had  shrunk  to  34% .  Reconstitut- 
ed panel  products  rose  from  6%  of 
sales  to  25% . 

Merlo  is  bent  on  product  line  exten- 
sions based  on  this  oriented  structural 
board  technology.  The  most  success- 
ful extension  so  far  is  siding.  The 
price  is  25%  lower  than  cedar. 
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Another  example:  Louisiana-Pacif- 
ic has  married  oriented  structural 
board  and  conventional  lumber  like 
two-by-fours  to  make  I-beams  that 
compete  against  the  large  timbers  tra- 
ditionally used  for  floor  joists  and 
rafters.  They're  stronger  than  solid 
beams,  lighter  and  easier  to  install. 

Always  on  the  search  for  cost  sav- 
ings, Merlo  this  spring  will  begin  op- 
erating a  $14  million,  75-acre  reman- 
ufacturing  plant  in  Baja  California,  in 
Mexico,  just  north  of  Ensenada.  He 
will  barge  in  rough  green  lumber, 
mostly  redwood,  from  mills  in  north- 
em  California.  Merlo  expects  to  pay 
his  new  Mexican  mill  hands  the 
equivalent  of  $3  an  hour,  versus  $  1 1 
at  similar  plants  in  California. 

Thus,  despite  its  shortage  of  timber 
holdings,  Louisiana- Pacific  is  today 
one  of  the  most  profitable  wood  prod- 
ucts companies.  Last  year  it  netted 
$193  million  ($5.04  a  share)  on  sales 
of  $2  billion.  That  net  margin,  nearly 
10%,  easily  beats  margins  at  Georgia- 
Pacific  and  Weyerhaeuser,  where 
margins  cluster  around  6%.  Louisi- 
ana-Pacific's 1990  earnings  will  likely 
be  flat  at  around  $5  a  share.  At  a 
recent  $44  a  share,  Louisiana- Pacific 
sells  for  nine  times  trailing  earnings, 
about  average  for  the  industry.  But,  as 
George  Haloulakos,  an  analyst  with 
Dain  Bosworth's  Seattle  office,  ar- 
gues: "If  Louisiana-Pacific  continues 
to  gain  market  share  with  its  innova- 
tive building  products,  it  should  be  a 
better  than  average  performer." 

When  It  was  first  created,  Louisi- 
ana-Pacific was  something  of  a  basket 
case,  given  its  paucity  of  timber  hold- 
ings. Smart  management  turned  the 
disadvantage  into  an  advantage.  "As  a 
young  company,"  Merlo  recalls,  "wc 
had  the  opportunity  to  see  the  indus- 
try where  it  was  and  give  a  great  deal 
of  thought  to  where  it  should  be  in  the 
future."  ■ 


FORBES,  APRIL  30,  1990 


mRfShould'IheRich 

GaMTheBiakes? 


How  much  money  you  have  in 
your  bank  account  shouldn't  determine 
how  safe  you  feel  on  the  road. 

And  if  you  purchase  the  new  1990 
Subaru®  Legacy™  it  won't. 

The  Subaru  Legacy  is  one  of  the 
few  affordable  cars  in  the  world  with 
anti-lock  brakes  (ABS).  A  feature  that 
pumps  your  brakes  for  maximum  ma- 
neuverability under  heav)'  braking. 

It's  a  safety  feature  so  valuable, 
some  insurance  companies  will  give 
you  a  refund  on  your  premium  if  you 
buy  a  car  with  the  ABS  system. 

Even  without  anti-lock  brakes, 
the  Subaru  Legacy  offers  you  one  of 
the  most  advanced  systems  for  control- 
ling your  car  on  the  road  today.  With 
fiill  time  four  wheel  drive  —  a  more 
civilized  form  of  four  wheel  drive  that 
gives  you  better  handling  and  traction 
on  four  lane  highways  as  well  as  one 
lane  dirt  roads.  Power- assisted  front 
and  rear  disc  brakes.  And  four  wheel 
independent  suspension. 

Of  course,  to  many  drivers,  how 
fast  they  go  is  just  as  important  as  how 
fast  they  stop.  So  ever)'  Subaru  Legacy 
is  powered  by  a  horizontally-opposed 
(for  reduced  vibration),  aluminum  (for 
more  even  heat  distribution),  single 
overhead  camshaft,  multi-point  elec- 
tronic fuel  injected,  16  valve  engine. 


Mercedes  190E  with  ABS 
Brakes,  $31,600* 


Jaguar  XJ 6  mthABS  Brakes, 
$39,700* 


BMW  535i  with  ABS  Brakes, 
$42,310* 


The  Subaru  Legacy  was  also  de- 
signed to  stand  up  to  the  very  same 
conditions  that  have  driven  many  cars 
into  the  ground. 

In  fact,  93%  of  all  Subaru  cars 
registered  in  America  since  1979  are 
still  on  the  road.*  And  a  new  Subaru 
may  last  even  longer.  A  Subaru  Legacy 
has  broken  the  FIA  world  speed/ 
endurance  record  by  Rinning  19  days 
at  an  a\'erage  speed  of  138.8  mph  for 
more  than  60,000  miles.** 

Since  the  Subaru  Legacy  was 
designed  to  last  a  long  time,  it's  avail- 
able with  a  lot  of  things  to  make  that 
time  pass  pleasantly.  Including  power 
sunroof,  power  windows  and  locks, 
lumbar  support  seats  and  an  80  watt 
AM/FM  stereo  radio. 

And  you  get  all  of  this  for  thou- 
sands of  dollars  less  than  the  cost  of 
many  European  luxury  cars. 

But  the  way  we  figure,  along  with 
the  anti-lock  brakes,  you  deserve  a  few 
other  breaks  as  well. 

»R.L.  Polk&Q).  Statistics,  July  1,  1988.  »»Validatcd  by 
the  Federation  Internationale  Dc  L'Automobile.  tSuggcsted  retail 
price.  Docs  not  include  dealer  preparation,  inland  transportation, 
taxes,  license  and  state  or  tide  fees.  Dealer's  actual  price  may  tary, 
optional  equipment  extra.  *Bascd  on  M.S.R.P. 

SubaniL^cy 

l#  Built  Our  Reputation  By 
Building  A  Better  Car 


1990  Subaru  Legacy  with  Full  Time  Four-WheelDrive  and  ABS  Brakes,  from  $16,039. 


.  Our  work 
will  never  b 


Not  that  we^re  complaining. 

But  Microcom^  the  company  that  creates  sophisticated 
computer  workstation  connectivity  products  keeps  coming  back 
for  more. 

For  example^  the  products  that  they^re  designing  now  need  to 
work  with  ISDN^  the  high-speed  digital  network  of  the  future. 

In  the  spirit  of  partnership^  we  showed  Microcom  what  the 
future  will  look  like^  by  installing  one  of  the  first  ISDN  networks  in 
their  office. 

But  providing  Microcom  with  tomorrow's  technology  isn't  all 
we  do  for  them.  Recently  we  installed  a  new  corporate  telephone  sys- 
tem along  with  call  accounting  software  from  Telco  Research.  And  the 
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^r  Microcom 
inished. 
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S^SaBBBi^S 


NYNEX®  Business  Centers  satisfied  their  personal  computer  needs. 

The  NYNEX  family  of  companies  would  like  to  work  with 
you.  We  offer  you  everything  from  computer  networks  and  software  to 
the  advanced  services  of  New  England  Telephone^  New  York  Telephone^ 
Telco  Research  and  the  other  NYNEX  companies.  Call  us  at 
1800  535-1535. 

We  can  provide  you  with  the  common  thread  that  meets  all 
your  information  needs. 

Need  to  communicate? Need  to  compute?  The  answer  is 


NYNEX 


[n  dealing  with  the  S&L  mess,  the  feds  have 
outraged    medium-size    home    builders. 


Another  example:  Tom  Thompson, 

a   Kentucky   developer  who   for    15 

years  has  been  doing  business  with 

-^  1        1        .1   1  ._       n '  '  Cardinal  Federal,  an  Owensboro,  Ky.- 

Now  the  builders  are  pulling  strings  to  get  based  thrift  with  assets  of  $330  mii 


the  new  law  relaxed. 


Squeezing 
the  builders 


By  Howard  Rndnitsky 


ANY  OF  America's  medium- 
size  home  builders  claim 
they  are  having  a  hard  time 
getting  enough  credit  to  run  their 
businesses.  Their  wailing  is  reaching 
Washington,  especially  when  they  ar- 
gue that  the  number  of  new  homes 
built  this  year  could  fall  by  up  to  10% . 

The  outraged  builders  object  to  cer- 
tain provisions  of  the  Federal  Finan- 
cial Institutions  Reform,  Recovery  &. 
Enforcement  Act,  which  was  quickly 
passed  by  Congress  last  summer  in 
reaction  to  staggering  losses  at  the 
nation's  worst  savings  and  loans.  But 
the  law  "has  sent  shock  waves 
through  the  [housing]  industry,  leav- 
ing the  smaller  home  builders  high 
and  dry,"  complains  Robert  Adelizzi, 
chief  executive  officer  of  San  Diego's 
HomeFed  Bank,  a  savings  and  loan 
with  $18  billion  in  assets. 

The  most  onerous  part  of  the  new 
law,  builders  contend,  is  the  immedi- 
ate imposition  of  a  rule  that  says  a 
thrift  cannot  give  a  single  borrower 
loans  that  exceed  15%  of  the  thrift's 
capital.  Previously,  the  acceptable 
level  had  been  100%  of  capital.  Hard- 
est hit  are  developers  who  build 
around  100  to  250  homes  a  year. 

Most  s&Ls'  equity  capital  amounts 
to  about  5%  of  assets.  Thus  an  s&l 
with  assets  of  $2  billion  might  have 
capital  of  $100  million  and  therefore 
would  be  banned  from  lending  more 
than  $15  million  to  a  single  developer. 
Considering  the  costs  of  development 
today,  $15  million  won't  go  far. 

The  new  rules  have  set  off  a  scram- 
ble by  home  developers  like  Robert 
Mitchell  of  C-I/Mitchell  &  Best,  who 
for  15  years  has  been  a  steady  client  of 
Perpetual  Savings  Bank  of  Vienna,  Va. 
(assets,  $6  billion).  Under  the  new 
rules.  Perpetual  has  had  to  cut  its  real 


estate  lending  limit  to  $40  million  per 
borrower,  down  from  $200  million. 
And,  given  the  current  uncertain  at- 
mosphere. Perpetual  is  reluctant  to 
lend  even  the  permissible  $40  million 
to  a  single  borrower.  As  a  result, 
Mitchell  is  out  beating  the  bushes 
trying  to  line  up  other  lenders  and 
raise  equity  capital.  So  far  he  finds  it 
tough  going  and  fears  a  lack  of  funds 
may  force  him  to  lay  off  workers. 


lion.  In  October  Thompson  bought  an 
option  on  70  acres  of  land  and  did 
preliminary  plaiming  and  surveys.  He 
then  went  to  Cardinal  Federal  for  a 
•development  loan,  but  the  thrift  told 
him  it  couldn't  extend  him  more  cred- 
it under  the  15%  rule.  Later  Thomp- 
son told  a  House  subcommittee  that 
the  rejected  loan  application  meant 
he  "was  dead  in  the  water." 

Other  lenders,  such  as  commercial 
banks,  aren't  eager  to  take  up  the 
slack  for  the  newly  tight-fisted  sSas. 
Loan  officers  have  been  jolted  by 
heavy  losses  and  are  under  pressure 
from  regulators  to  be  careful.  So  they 
hold  back  on  development  financing. 
The  head  of  the  Home  Builders  Asso- 
ciation Greater  Cincirmati,  Donald 
Misrach,  says  banks  prefer  to  do  busi- 
ness with  larger  developers  and  are 
restricting  loans  to  smaller  ones.  One 
lender.  Gateway  Federal  Savings  of 
Cincirmati  (assets,  $627  million),  says 
that  its  limit  under  the  new  rules  is  $5 
million  to  one  borrower — not  much 
help  to  a  builder  accustomed  to  put- 


Rohert  Mitchell  of  C-l I  Mitchell  &  Best 

Beating  the  bushes/or  more  construction  money. 
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The  end  of  business  travel  that  makes  you 
want  to  throw  oatmeal  in  someone's  eye. 


The  beginningofa  new  world  in  Business  Class, 


There  is  a  long  list  of  things  that 
makes  business  people  feel  as  frus- 
trated as  a  crabby  baby 

Like  not  being  able  to  move.  Like 
not  being  able  to  get  anybody's  atten- 
tion. Like  not  getting  anything  close  to 
the  food  and  drink  you  want. 

Soon,  all  that  will  be  ancient 
tantrum  history 

Because  soon  United  will  bring 
you  The  Best  of  All  Worlds:  Its  all-new 
international  Business 
Class  on  flights  across 
the  Pacific. 

With  the  utter 
comfort  of  2- 3 -2 


seating.  Seats  that  are  wider  and 
not  squeezed  together.  Seats  that  get 
you  closer  to  being  horizontal  than 
ever  before. 

Some  more  good  news  to  feel  good 
about.  Your  choice  of  three  entrees. 

With  French  champagne  and  both 
French  and  California  wines.  All 
served  on  newly-designed  china. 

Experience  the  Best  of  All  Worlds. 
A  business  class  with  no  equal.  United's 
international 
Business  Class. 
It  treats  you  like  the 
grown-up  business 
person  you  are 
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|RE  Idvertiser  Info? 
Just  Send  Us  A  Card. 


J  JK6r|>es  offers  readers  an  easy  and  FREE  way 
to  get  more  information  about  our  advertisers— 
Reader  Service  Cards 


See  page  396 


i  this  issue  of  Forbes,  you'll  find  a  listing  of 
advertisers  along  with  two  post-paid  cards.  Simply 
fill  out  and  return  one  card  to  us  and  you'll  receive 
additional  advertiser  information. ..from  annual 
reports  to  product-specific  sales  brochures. 

Get  the  advertiser  information  you  need. 
Send  us  a  card  todavl 
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ItHasBrilliance 

VWitten 

AllOverlt. 


Nothing  makes  a  bright 
idea  stand  out  like  a  brilliant 
sheet  of  paper.  So,  for  the  sharp- 
ness and  contrast  that  gets  your 
message  noticed  and  your  point 
across,  get  Mead  Moistrite.® 

rrfeod 

Business  Papers 

IbrABetter  Image. 
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DISCOVER  ^ 
AMERICA'S  TECHNOLOGY 
COMPANIES 
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Uncover  new  business 

opportunities  witti  fast-growing 

high-tech  manufacturers 

Target: 

hard-to-find  private  companies 
key  decision  makers 
divisions  of  large  companies 
makers  of  3,000  +  product  types 

Identify: 

new  markets 
new  opportunities 
new  partners 
new  investments 


Directories  •  Databases 
Mailing  Lists  •  Reports 

National/Regional/Custom 

FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street,  Suite  200 

Woburn,  Massachusetts  01801 

(617)  932-3939  •  FAX:  (617)  932-6335 

TLX;  497-2961  CRPTECH 


ting  up  75  homes  at  a  time. 

The  National  Association  of  Home 
Builders  and  the  U.S.  League  of  Sav- 
ings Institutions  have  been  lobbying 
to  get  regulators  to  defer  imposition  of 
the  15%  rule,  and  create  a  transition 
period  of  as  much  as  24  months. 

Are  the  builders,  used  to  coddling 
^by  loan-happy  sSas,  crying  v^olf,  in- 
tending later  to  reopen  the  legisla- 
tion? Some  bankers  think  so.  Listen 
to  Herbert  Sandler,  head  of  World  Sav- 
ings &  Loan  Association  in  Oakland, 
Calif.:  "The  lav^  was  intended  to 
make  sure  that  developers  wrho  bor- 
row lots  of  money  from  thrifts  for 
construction  now  bear  some  of  the 
risk  by  putting  up  their  own  capital. 
Before,  developers  got  a  free  ride." 

Some  thrift  executives  foresee  that 
in  a  year  or  two  other  lenders,  such  as 

**The  law  W€is  intended  to 
mahe  sure  that  developers 
who  borrow  lots  of  money 
from  thrifts  for  construction 
now  hear  some  of  the  risk." 

pension  funds  and  the  Federal  Nation- 
al Mortgage  Association,  will  buy  and 
sell  construction  loans  in  a  secondary 
market.  This  would  enable  an  s&l  to 
write  a  loan  and  then  sell  it  off.  But 
builders  complain  it  will  take  time  for 
such  a  market  to  develop;  meanwhile, 
they  are  in  the  soup. 

Not  surprisingly,  a  number  of  con- 
gressmen are  listening  to  some  of  the 
complaints  of  builders  and  thrifts. 
Under  pressure  from  60  House  mem- 
bers, the  Office  of  Thrift  Supervision 
now  is  permitting  thrifts  to  roll  over 
existing  loans  that  exceed  the  15% 
limit.  Also,  some  loan  commitments 
made  before  the  law  was  passed  can 
now  be  honored,  even  if  they  exceed 
the  new  limits.  In  cases  where  half 
the  money  had  been  advanced  to  the 
borrower,  the  lender  is  now  free  to 
advance  the  other  half,  even  if  it 
would  violate  the  15%  rule. 

So  far,  however,  the  Office  of  Thrift 
Supervision  has  denied  the  builders 
one  major  change  they  sought:  to  al- 
low a  two-year  transition  period  be- 
fore the  new  capital  rules  are  fully 
phased  in. 

The  Senate  is  likely  to  resist  lobby- 
ing for  exceptions.  Senators  are  still 
smarting  for  being  made  to  look  like 
patsies  for  thrift  owners  like  Charles 
Keating  of  Lincoln  Savings  &  Loan. 
While  it's  hard  to  say  no  to  a  constitu- 
ent who  provides  jobs  and  campaign 
contributions,  that  may  be  easier  than 
telling  the  voters  a  few  years  from 
now,  sorry,  folks,  we've  got  another 
s&L  mess  on  our  hands.  ■ 
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Individuality 

First  you  discover  it. 
Then  you  express  it. 


There  are  very  few  people  who  can 
make  a  transition  from  the  editor  of 
The  Paris  Review  to  an  honorary 
member  of  The  Detroit  Lions. 

George  Plimpton  has  chosen  his  own 
company  his  entire  life.  When  he  chose 
a  tuxedo  he  went  to  Alfred  Dunhill.  He 
selected  a  custom  outfit  that  required  a 
hand-drawn  pattern  and  4200  hand 
silk  stitches. 

Exceptional  yes,  but  Mr.  Plimpton 
keeps  exceptional  company. 

Alfred  Dunhill.  Expressly  tailored  to 
the  individual. 

For  our  tailoring  catalogue,  swatch  brochure  or 
In-Office  TaUoring  Service,  call  1-800-541-0738, 
or  write  ALFRED  DUNHILL  60  East  56  Street, 
FB,  New  York,  New  York  10022. 


NEW  YORK  •  PHILADELPHIA  •  BEVERLY  HILLS  •  SAN  FRANCISCO  •  SOUTH  COAST  PLAZA  •  CHICAGO  •  ATLANTA  •  HOUSTON  •  DALLAS  •  HONOLULU 
VISIT  OUR  NEW  LOCATIONS:  IN  NEW  YORK  AT  60  WALL  STREET  •  IN  PHILADELPHL\  AT  THE  BELLEVUE 
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ATR  42  and  72  :  This  new  generation  of 
turboprop  aircraft  proves  the  superiority 
of  a  system  which  integrates  the  most 
advanced  technological  developments. 
Composite  materials,  digital  architecture 
of  the  avionics  package,  are  the  direct 
result  of  the  experience  gained  in  the  new- 


est jet  programs.  The  ATR  family  capita 
ises  on  this  technological  edge  to  offt 
excellent  performance  and  reliability,  bu 
more   importantly  profitability.   Th 

400  +  aircraft  ordered  to -date  by  45  cus 
omers  on  all  continents  are  here  to  test i I 
of  the  advantages  provided  by  technolog 
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During  the  Alar  crisis,  scared  consumers 
asked  the  Environmental  Protection  Agen- 
cy if  it  was  safe  to  pour  apple  juice  down 
the  drain — would  it  pollute  the  ground- 
water? In  the  name  of  environmentalism 
we  are  making  had  regulations  based  on 
emotion  and  misleading  statistics. 

The  wasteful 

pursuit 
of  zero  risk 


By  Warren  T.  Brookes 


NOT  MANY  PEOPLE  reacted  as 
hysterically  to  the  baseless 
Alar  scare  as  the  folks  who 
were  afraid  to  pour  apple  juice  down 
their  drains,  but  in  a  way  the  foolish- 
ness of  a  few  symbolizes  our  nation's 
environmentalism:  an  emotional  re- 
action that's  based  

on  misinformation, 
disinformation  and 
the  faulty  use  of 
statistics. 

Earth  Day  is  Apr. 
22,  and  the  self- 
anointed  guardians 
of  Mother  Earth  are 
riding  high.  Profes- 
sional and  semipro- 
fessional  environ- 
mental activists 
have  learned  how  to 
dominate  media 
coverage.  Congress 
is  in  a  mood  to  in- 
dulge in  the  politi- 
cal equivalent  of  not 
pouring  apple  juice 
down  the  kitchen 
sink.  Before  the  end  of  this  summer 
Congress  may  pass  amendments  to 
the  Clean  Air  Act  that  will  force  the 
nation  to  go  to  expensive  extremes  in 
an  effort  to  control  smog  and  acid 
rain.  The  most  responsible  economic 
estimates  of  the  costs  of  that  legisla- 
tion range  from  $23  billion  to  $45 
billion  per  year,  all  of  which  must  be 


Sudhir/Piaure  Group 


Apples  for  sale 
It's   quite  possible   thtU  Alar 
would  have  made  these  sttfer. 


Chuck  Nacke/Piaure  Group 


paid  in  one  way  or  another  by  con- 
sumers or  taxpayers.  This  would  be 
on  top  of  current  pollution  control 
costs  estimated  at  $81  billion  a  year. 
We  know  of  no  one  who  would  be- 
grudge 2%  of  our  gross  national  prod- 
uct or  even  more  on  the  environment 
if  the  money  were  well  spent.  There  is 
evidence,  however,  that  much  of  it 
will  be  wasted.  Al- 
most in  proportion 
as  these  costs  have 
climbed,  the  poten- 
tial health  benefits 
from  additional  en- 
vironmental con- 
trols have  declined, 
as  one  after  another 
of  the  major  "ha- 
zards" of  the  1970s 
turns  out  to  have 
been  a  false  alarm  or 
a  severe  exaggera- 
tion. Alar  in  apples 
is  the  least  of  it. 

In  1976  Samuel 
Epstein,  the  formid- 
able environmental 
health  alarmist,  told 
a  congressional  pan- 
el that  20%  of  Americans  were  dying 
in  "an  epidemic  of  cancer"  and  that 
70%  to  90%  of  human  cancers  were 
environmentally  induced.  This  sort  of 
testimony  gamers  headlines  and 
votes  on  Capitol  Hill.  Never  mind 
that  his  analysis  was  based  entirely  on 
hypothetical  "risk  models"  that  ex- 
trapolated large  estimates  of  deaths 
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?ishestos  contamination  under  shrouds  (above),  and  worker  cleaning  up 

A  federal  decontamination  law  could,  cost  $100  hillion— 

and  perhaps  raise  risks  more  than  it  reduces  them.. 


from  small  pieces  of  evidence. 

As  those  risk  estimates  accumulat- 
ed, they  began  to  predict  far  more 
cancer  than  the  nation  was  actually 
experiencing.  This  prompted  Con- 
gress' Office  of  Technology  Assess- 
ment to  commission  a  study  by  Sir 
Richard  Doll  and  Richard  Peto,  two 
world-renowned  epidemiologists  at 
Oxford.  In  1981  they  concluded  that 
pollution  accounted  for  only  2%  of 
cancers,  not  the  70%  and  more  that 
Epstein  found.  By  contrast,  smoking, 
diet  and  other  lifestyle  choices  ac- 
counted for  75%.  (See  table,  p.  170.) 

Consumers  barraged  by  news  re- 
ports that  such-and-such  chemical  or 
pollutant  "is  killing  X  thousands  of 
Americans  every  year"  may  find  this 
hard  to  believe,  iDut  when  epidemiolo- 
gists went  looking  for  those  "70%  to 
90%"  of  cancer  deaths  caused  by  the 
environment,  at  least  97%  of  them 
were  nowhere  to  be  found. 

In  1986  the  National  Cancer  Insti- 
tute confirmed  much  of  what  Doll 
and  Peto  reported.  The  nci  said  the 
best  way  to  cut  U.S.  cancer  levels  in 
half  by  the  year  2000  was  to  focus 
primarily  on  smoking,  diet  and  sexual 
behavior.  But  it  is  a  lot  easier  for  a 
congressman  to  get  on  television  and 
rail  against  a  chemical  company  than 
to  preach  that  Americans  should  live 
cleaner,  more  abstemious  lives. 
Hence,  we  have  such  legislative  con- 
sequences as  the  Delaney  clause  of 
the  Food,  Drug  and  Cosmetic  Act, 
banning  the  slightest  trace  of  chemi- 


cal carcinogens  from  food  processing. 

The  problem  is  not  that  we  are 
making  too  great  an  effort  to  make  the 
environment  cleaner  or  our  lives  saf- 
er. Those  are  worthwhile  goals.  For  all 
its  immense  benefits,  industrializa- 
tion brings  with  it  risks,  which  need 
attention.  The  trouble  is  that  we  are 
making  the  wrong  efforts,  with  re- 
sults all  too  often  the  opposite  of  what 
is  intended. 

Take  the  banning  of  Alar.  Paradoxi- 
cally, the  ban  may  raise  cancer  risk. 
Why?  Alar,  a  growth  hormone, 
strengthens  the  bond  between  the  ap- 
ple and  the  tree,  making  the  fruit  less 
susceptible  to  leaf  miners.  Alar's  use 
obviates  the  need  for  much  harsher 
insecticides,  whose  theoretical  cancer 
risk  is  much  greater. 

Examples  of  environmental  regula- 
tions leading  to  results  opposite  to 
those  intended  can  be  seen  all  over 
the  regulatory  landscape.  In  pursuit  of 
the  impossible  goal  of  eliminating  all 
risk,  the  regulations  ignore  side  ef- 
fects of  the  regulations  themselves 
that  can  be  more  dangerous  than  the 
perceived  original  risk.  The  banning 
of  the  fungicide  ethylene  dibromide 
from  most  food  processing  in  1983 
probably  raised  cancer  rates:  Fungi 
produce  powerful  carcinogens,  and  re- 
placement fungicides  carry  their  own, 
not  fully  explored,  cancer  risks. 

This  February  the  U.S.  branch  of 
Perrier  recalled  72  million  bottles  af- 
ter a  North  Carolina  county  laborato- 
ry found  samples  of  Perrier  water  con- 


taining 19  parts  per  billion  of  benzene, 
a  known  carcinogen. 

While  North  Carolina  health  offi- 
cials did  not  think  this  risk  sufficient 
to  warrant  recall,  they  insisted  on  is- 
suing a  health  advisory.  With  the  re- 
percussions of  the  1989  Alar  crisis 
still  reverberating  through  the  food 
industry,  Perrier  had  no  choice  but  to 
recall  the  product.  In  the  course  of 
doing  so,  the  company  admitted  the 
benzene  was  a  natural  ingredient  of 
the  carbon  dioxide  gas  that  bubbles  up 
beneath  its  springs  in  Vergeze,  France. 
For  nearly  a  century,  Perrier  has  fil- 
tered the  gas  to  remove  the  benzene 
before  mixing  it  with  the  water.  Ben- 
zene levels  rose  because  filters  had 
not  been  changed  often  enough. 

Is  unfiltcred  Perrier  dangerous?  It 
all  depends  upon  your  perceptions. 
David  Gaylor,  head  of  biometry  at  the 
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National  Center  for  Toxicological  Re- 
search in  Jefferson,  Ark.,  estimates 
the  additional  cancer  risk  of  lifetime 
exposure  to  a  1 -liter  bottle  of  the  con- 
taminated Perrier  every  day  for  70 
years  to  be  somewhere  between  1  in 
100,000  and  1  in  10  million.  Thus,  if 
every  Arrlerican  were  to  drink  a  liter 
of  Perrier  every  day  from  birth  to 
death,  we  might — might — have  a  cou- 
ple of  hundred  extra  deaths  a  year  if 
Perrier's  filters  didn't  get  changed.  Of 
course,  the  springs  of  Perrier  would 
have  long  since  gone  dry  under  all 
that  consumption. 

That  we  can  detect  such  minuscule 
risks  is  something  quite  new.  It  seems 
that  now  we  are  getting  too  skilled  at 
analytical  chemistry  for  our  own 
good — at  least  if  we  want  to  continue 
living  the  Delaney  clause  illusion  of 
zero    risk.    "Fifteen    years    ago    we 


couldn't  even  detect  35  parts  per  bil- 
lion," says  Gaylor's  boss,  Ronald 
Hart,  the  director  of  the  toxic  research 
center.  "Now  we  identify  one  part  per 
quintillion.  That's  almost  the  equiva- 
lent of  filling  the  entire  Great  Lakes 
with  gin  and  putting  a  single  table- 
spoon of  vermouth  in  it.  That  I  think 
you  would  agree  would  be  a  pretty  dry 
martini." 

Unfortunately,  in  today's  emotion- 
charged  media  climate  Perrier  could 
not  afford  to  have  such  arcane  mathe- 
matics debated  on  tv.  So  $40  million 
worth  of  harmless  product  was  added 
to  landfills.  Thus  did  Perrier  become 
the  perfect  paradigm  of  the  hypochon- 
dria that  now  grips  an  affluent  society 
frightened  by  shadows  on  the  wall. 
Says  Paul  Slovic,  a  psychologist  at  the 
University  of  Oregon  specializing  in 
risk  perception,  "The  more  the  nation 


spends  on  regulation,  no  matter  how 
many  billions  are  spent,  the  less  safe 
the  American  public  seems  to  feel." 

Science  Editor  Daniel  Koshiand  lam- 
pooned this  mood  last  June  when  he 
invented  an  interview  with  "Dr.  No- 
itall"  whose  "appearance  on  three 
talk  shows  is  enough  to  qualify  me  as 
an  expert."  "Are  there  other  dangers 
about  which  the  epa  has  failed  to  ad- 
vise us?"  Noitall  is  asked.  "Breath- 
ing," he  says.  "All  breathing  gener- 
ates oxygen  radicals  .  .  .  the  main 
sources  of  mutations  in  dna,  leading 
to  cancer,  birth  defects.  .  .  .  Breathing 
has  been  observed  three  minutes  be- 
fore death  in  100%  of  all  fatalities.  We 
urge  everyone  to  stop  breathing  until 
proper  research  has  been  carried  out." 

But  that  kind  of  hypochondria  is  no 
laughing  matter.  Not  when  we  will 
soon  be  spending  more  than  $100  bil- 
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At  the  Uiiversity  of  Missour 
for  professors  to  get  thi 


We  also  found  a  better  way  for  professors  to 
get  through  to  other  professors.  For  administra- 
tive people  to  get  through  to  other  administrative 
people.  In  fact,  we  found  a  way  for  the  entire 
university  to  communicate  a  whole  lot  better. 

How?  With  an  innovative,  state-of-the-art 


system  we  call  GTE  CentraNet*  service. 

Utilizing  fiber-optic  technology,  this  system 
provides  voice,  data  and  video  capabilities  that 
link  all  the  university  departments  together. 
It  also  enables  professors  and  students  to  com- 
municate via  personal  computers  in  the  dornis. 


GTE  CentraNet    service  is  a  registered  servicemark  of  GTE  Corp. 


VQ  developed  a  better  way 
gh  to  their  students. 

improving  one-on-one  education  at  one  of  the 
Midwest's  largest  universities. 

Amazingly,  the  system  handles  almost  half  a 
million  calls  per  week.  Equally  amazing  is  that 
we  accomplished  all  this  at  a  great  savings  to  the 
university.  Which  just  goes  to  prove:  You  can 


major  in  advanced  communications,  and  still 
know  a  thing  or  two  about  economics. 

You  see  at  GTE,  it's  not  just  communications 
we  offer,  it's  solutions.  Call 
us.  It  could  be  very  educa-  ^■^■imb^ 

tional.  1-800-225-5483.  [  f^  |  ^ 


THE  POWER  IS  ON 


lion  a  year  in  partial  response  to  it. 

The  new  Clean  Air  Act  will  force 
the  expenditure  of  up  to  $50  billion  a 
year  on  pollution  control.  This 
amounts  to  30  times  as  much  as  the 
entire  budget  ($1.7  billion)  of  the  Na- 
tional Cancer  Institute.  The  maxi- 
mum health  risk  target  identified  by 
EPA  within  the  Clean  Air  bill  is  2,700 
deaths  a  year,  and  that  is  based  on 
models  that  almost  certainly  exagger- 
ate. That's  a  cost  of  about  $16  million 
per  life  that  might  possibly  be  saved, 
whereas  we  spend  only  about  $4,500 
per  life  that  might  be  saved  from  other 
causes — alcoholism  and  drug  abuse, 
for  example,  which  kill  380,000 
Americans  every  year.  The  saving  of 
lives  is  worth  spending  money  on,  but 
it  doesn't  make  much  sense  to  spend 
vast  amounts  in  the  hope 
of  saving  a  relatively  few 
when  we  cannot  seem  to 
afford  to  spend  anything 
like  those  amounts  on 
things  that  cause  hun- 
dreds of  times  more 
deaths. 

The  problem  is  that 
deaths  from  things  like  al- 
coholism or  overeating 
rarely  make  the  6  o'clock 
news,  while  any  cancer 
scare,  no  matter  how 
pumped  up,  seems  to  do 
so.  It's  not  hard  to  pump 
up  the  numbers.  Dr.  Ver- 
non Houk  is  director  of 
environmental  health  at 
the  Centers  for  Disease 
Control.  He  says:  "The  ef- 
fect of  epa's  exaggerated 
risk  models  is  very  often 
to  force  massive  expendi- 
tures of  money  on  minus- 
cule risks.  I  would  call 
that  not  conservative  but 
very  radical." 

If  the  people  want  sweeter-smelling 
air,  so  be  it.  But  they  won't  necessar- 
ily get  longer  life  spans  from  the 
Clean  Air  amendments.  In  a  recent 
Regulation  article,  economists  Wilbur 
Steger  and  Frederick  Rueter  of  Carne- 
gie-Mellon University  analyze  the 
age-adjusted  cancer  rates  adjacent  to 
and  downwind  of  the  major  coke  ov- 
ens of  Allegheny  County,  Pa.,  one  of 
the  principal  targets  of  the  "air  tox- 
ics" controls.  Those  rates  came  out 
20%  to  30%  below  those  for  the  coun- 
ty as  a  whole.  The  two  professors  infer 
from  this — and  from  expected  cancer 
rates — that  the  epa's  already  low  esti- 
mate of  6.9  cancer  deaths  per  year 
nationwide  from  coke  oven  emissions 
is  an  overestimate  of  those  risks  by  at 
least  a  multiple  of  100. 

Congress  and  the  epa  are  pushing 


companies  to  reduce  their  theoretical 
emission  risks  to  1  in  a  million.  But, 
says  Houk,  "When  we  push  risk  as- 
sessment to  1  in  a  million,  we  are 
talking  scientific,  not  to  mention  eco- 
nomic, nonsense.  Do  you  know  what 
I  in  a  million  really  is?  It's  the  risk 
you  take  in  driving  your  car  40  miles; 
taking  a  commercial  jetliner  2,500 
miles;  canoeing  for  six  minutes."  . 

In  the  pursuit  of  such  perfection, 
says  the  toxic  research  center's  Ron- 
ald Hart,  "we  are  busy  tripping  over 
dollars  to  pick  up  pennies.  For  exam- 
ple, we  know  that  diet  accounts  for 
about  35%  of  all  cancer  deaths,  or 
about  178,000  a  year,  and  maybe  a  lot 
more.  Yet  the  federal  government 
now  spends  less  than  $50  million  a 
year  on  nutrition  research,  or  about 
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Dumping  72  million  bottles  of  Ferrier 
It  would  be  slightly  risky  to  drink  25,550 
bottles  of  benzene-contaminated  Perrier. 


$280  per  nutritionally  caused  death. 

"Do  we  really  want  to  say  that  the 
person  who  dies  of  cancer  from  bad 
nutritional  habits  is  worth  $1,000, 
while  the  person  who  dies  of  air  pollu- 
tion is  worth  $30  million  or  maybe 
even  a  few  billion?" 

Office  of  Management  &  Budget 
Director  Richard  Darman  says:  "One 
of  the  greatest  dangers  of  the  1990s  is 
our  scientific  capacity  to  discover  and 
define  ever-diminishing  levels  of  risk. 
This  combined  with  our  society's  ap- 
parent willingness  to  place  an  infinite 
value  on  each  human  life  is  bound  to 
lead  to  investing  more  and  more  re- 
sources on  smaller  risks  with  less  and 
less  real  return  in  actual  risk  reduc- 
tion or  health  improvement." 

Case  in  point:  This  year  American 
taxpayers  will  spend  over  $5  billion  to 
remove  asbestos  from  schools  and  of- 


fice buildings  under  a  1987  federal 
law;  the  ultimate  cost,  for  fixing 
733,000  buildings,  could  run  as  high 
as  $100  billion.  Yet  scientists  are  now 
discovering  that  ripping  out  asbestos 
often  raises  risks  more  than  it  reduces 
them,  as  was  reported  here  three 
months  ago  (Forbes,  Jan.  8]  and  later 
analyzed  in  more  detail  in  the  pages  of 
Science. 

As  with  other  cancer  scares,  this 
one  was  accompanied  by  a  risk  fore- 
cast: 67,000  deaths  a  year  from  air- 
borne asbestos  (Health,  Education  & 
Welfare    Secretary   Joseph    Califano, 
1978).  The  forecast  proved  to  be  wide 
of  the  mark  by  a  factor  of  45.  In  the 
U.S.  population,  there  are,  per  year, 
1,500  cases  of  mesothelioma,  the  can- 
cer most  associated  with  asbestos  ex- 
posure.   Of   those   cases, 
80%  are  among  men  over 
the  age  of  65  who  were 
asbestos    workers    years 
ago,  and  a  significant  per- 
centage of  those  workers 
were  also  heavy  smokers. 
Like  all  other  such  predic- 
tions, the  original  projec- 
tion was  based  on  mathe- 
matical  models,    not   on 
human  experience  or  on 
epidemiology. 

Here's  another  risk 
model  prediction.  A  bill- 
board on  Route  50  near 
Washington,  D.C.  an- 
nounces: "Radon  will  kill 
20,000  Americans  this 
year."  This  radon  risk  is 
extrapolated  from  studies 
of  the  occupational  expo- 
sures of  375  uranium  min- 
ers who  died  of  lung  can- 
cer— exposures  that  are  as 
much  as  12,000  times  the 
level  found  in  average 
U.S.  homes  and  600  times  the  level 
found  even  in  the  nation's  "hottest" 
0.2%  of  homes. 

But  this  EPA  risk  model  doesn't  jibe 
very  well  with  ecological  evidence 
from  the  epa  itself.  Last  October  the 
agency  issued  a  report  declaring  that 
Iowa  has  the  highest  radon  danger  risk 
so  far  found  in  the  U.S.,  with  71%  of 
its  homes  above  epa's  "warning  lev- 
el" and  an  average  radon  exposure 
seven  times  the  nation's.  Those  num- 
bers suggest  Iowa  should  be  in  a  lung 
cancer  death  epidemic.  Yet  Iowa's 
age-adjusted  lung  cancer  death  rate  is 
12%  below  the  nation's.  Could  other 
factors  besides  age  explain  Iowa?  Per- 
haps, but  a  more  thorough  statistical 
analysis  of  415  U.S.  counties  turns  up 
no  correlation  between  radon  levels 
and  lung  cancer  rates.  A  leading  epide- 
miologist,   Yale's   Dr.    Jan   Stolwijk, 
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sums  up  the  i>ituation:  "If  radon  were 
such  a  major  risk  factor  it  would 
clearly  shine  through  in  the  ecologi- 
cal data,  but  it  doesn't.  In  fact  all  of 
the  epidemiological  studies  suggest 
that  without  smoking,  radon  is  an 
unimaginably  small  public  health 
risk." 

Rosalyn  Yalow,  1977  Nobel  Prize 
winner  in  medicine  and  physiology, 
points  out  that  virtually  all  the  rise  in 
lung  cancer  death  rates  came  after 
cigarette  smoking  took  hold.  "Before 
1920,  when  radon  was 
equally  prevalent,  lung 
cancers  were  so  rare  that  a 
finding  was  a  major  event 
for  medical  researchers," 
she  says.  "Even  in  1930 
the  age-adjusted  lung  can- 
cer death  rate  for  men  and 
women  was  less  than  3 
per  100,000.  Today  it  is 
57."  Anthony  Nero,  a  se- 
nior scientist  at  Lawrence 
Berkeley  Laboratory  and 
perhaps  the  nation's  lead- 
ing authority  on  radon, 
says:  "The  epa  has  consis- 
tently and  purposefully 
exaggerated  both  the  risks 
associated  with  indoor  ra- 
don and  the  prevalence  of 
high  concentrations." 

The  weaknesses  in  as- 
bestos and  radon  risk 
models  are  mirrored  in 
studies  of  other  poisons, 
which  are  generally  tested 
on  laboratory  rats.  Here's 
what  toxicologist  Hart 
says  about  rat  experi- 
ments: "Our  risk  models 
are  based  on  at  least  50 
assumptions,  none  of 
which  have  been  scientifi- 
cally demonstrated.  For 
example,  we  assume  that 
there  is  no  difference  be- 
tween continuous  (as  in 
animal  tests)  or  intermit- 
tent (as  in  human  experi- 
ence) dosages.  But  that  ig- 
nores our  growing  knowl- 
edge of  the  way  in  which 
DNA  repairs  the  human 
system." 

Hart  wonders  whether  rat-feeding 
tests  pick  up  cancers  that  have  little 
to  do  with  the  chemical  under  study. 
"We  feed  rodents  'all-you-can-eat' 
buffets  every  day,  yet  we  know  that 
caloric  intake  is  the  single  greatest 
contributing  cause  of  cancer,"  he 
says.  "In  fact,  we  found  you  can  modi- 
fy the  cancer-causing  impact  of  one  of 
the  most  potent  carcinogens  from 
90%  down  to  less  than  3%,  just  by 
cutting  caloric  intake  20%."  The  rats 


may  be  dying  from  overeating,  not 
from  exposure  to  a  specific  carcino- 
gen, but  the  deaths  are  attributed 
nonetheless  to  the  carcinogens  be- 
cause that  is  what  the  experiments  set 
out  to  prove.  No  one  really  knows 
how  well  risks  for  those  rats  translate 
into  risks  for  humans.  Last  year  Ver- 
non Houk  of  the  Centers  for  Disease 
Control  told  an  Atlanta  environmen- 
tal symposium,  "Risk  assessment 
policy  that  relies  solely  on  screening 
bioassay  [animal  test]  results  from  the 
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Du  Pont  lab  rat  at  weigh-in 

'We feed  rodents  all-you-can-eat  hv^ffets,  yet  caloric 

intake  is  the  single  greatest  cause  of  cancer." 


most  sensitive  species  is  not  based  on 
scientific  principles.  Neither  is  it 
credible  or  reliable.'' 

Consider  how  extrapolations  affect- 
ed the  government's  response  to  an 
environmental  crisis  in  1982,  the  pol- 
lution of  Times  Beach,  Mo.  by  diox- 
ins.  Dioxins,  contaminants  of  the 
Agent  Orange  herbicide  and  by-prod- 
ucts of  many  industrial  processes,  are 
exquisitely  toxic:  A  diet  consisting  of 
less  than  one  part  per  billion  of  diox- 
ins would  kill  a  guinea  pig.  But  what 


if  humans  are  exposed  to  far,  far  lower 
doses?  Will  they  get  cancer? 

Dioxins  are  such  powerful  carcino- 
gens in  rodents  that  even  though  the 
highest  levels  measured  in  Times 
Beach  soil  were  very  low,  federal 
health  authorities  felt  they  had  no 
choice  but  to  recommend  evacuation 
of  thfe  town.  The  government  spent 
*$33  million  to  buy  up  houses  and  re- 
settle residents. 

Now,  after  costly  epidemiological 
studies  of  individuals  exposed  to  very 
high  levels  of  dioxin,  in- 
cluding victims  of  a  1976 
industrial  accident  in  Ita- 
ly and  the  Air  Force  fliers 
who  sprayed  Agent  Or- 
ange on  Vietnam,  scien- 
tists are  finding  no  con- 
nection between  the  expo- 
sure and  cancer  rates.  The 
most  serious  health  effect 
was  chloracne,  a  skin 
rash. 

What    happened?    Two 
things.   One   is   that   the 
early  studies  of  dioxin,  for 
both   Times   Beach   resi- 
dents and  Vietnam  veter- 
ans, greatly  overestimated 
exposures.  Where  the  epa 
said     Vietnam     veterans 
should  still  have  high  lev- 
els   of    dioxin    in    their 
blood,  the  Centers  for  Dis- 
ease Control's  blood  tests 
on  ground  troops  showed 
those    levels    no    higher 
than  the  average  for  the 
U.S.     population.     Houk 
found  that  40%  of  the  per- 
sons classified  as  having 
had     high     exposure     in 
Times  Beach  actually  had 
low  exposure.  The  other 
factor  seems   to  be   that 
dioxin  is  far  less  carcino- 
genic in  humans  than  in 
laboratory  rats.  "To  put  it 
bluntly,  we  found  that  hu- 
man beings  were  not  near- 
ly as  susceptible  to  dioxin 
as     guinea     pigs,"     says 
Houk. 
Rat  studies  seem  sure  to 
doom  some  vital  pesticides.  The  epa 
has  the  power  to  ban  farm  chemicals, 
which  it  generally  does  over  the  objec- 
tions of  the  U.S.  Department  of  Agri- 
culture. The  Agriculture  Department 
estimates  that  4,500  specific  applica- 
tions (the  right  to  use  this  chemical 
on  that  crop)  will  be  lost  in  the  cur- 
rent round  of  epa  reviews,  1,000  of 
them  "essential."  Might  this  be  a  Pyr- 
rhic victory  for  the  proponents  of  safe- 
ty? It  was  just  a  year  ago  that  the 
National  Research  Council  concluded 
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one  of  the  veiy  best  ways  to 
light  cancer  and  all  other  chron- 
ic diseases  was  to  increase  our 
consumption  of  fresh  fruits  and 
vegetables.  Not  only  that,  the 
report  argued  that  the  benefits 
of  such  increased  consumption 
infinitely  outweighed  the  small 
risks  of  the  chemicals  used  to 
produce  them.  Do  we  really 
want  to  raise  the  cost  of  fruits 
and  vegetables?  Do  we  really 
want  to  drive  farmers  away 
from  producing  them? 

The  National  Research  Coun- 
cil report  didn't  get  much  atten- 
tion, though.  Three  nights  be- 
fore it  came  out  the  Natural  Re- 
sources Defense  Council  got  on 
CBs'  60  Minutes  to  reach  30  mil- 
lion viewers  with  a  report  de- 
claring that  their  children  were 
being     poisoned     by     apples. 
Enough  Alar — Uniroyal  Chemi- 
cal's trade  name  for  daminozide — was 
used  on  apples,  said  the  environmen- 
tal activists,  to  give  cancer  to  250  to 
910  children  out  of  a  million. 

Even  at  the  low  end,  that  risk  esti- 
mate was  six  times  the  epa's.  But  cbs 
reporter  Ed  Bradley  didn't  mention 
the  EPA  risk  number.  Instead,  he  said 
that  the  epa  had  told  him  that  if  it 
attempted  to  ban  Alar,  Uniroyal 
would  sue.  Cut  to  Representative 
Gerry  Sikorski  (D-Mirm.),  declaring, 
"Let  them  sue  .  .  .  then  let  them  go  to 
a  cancer  ward  in  any  children's  hospi- 
tal in  this  country.  See  these  bald, 
wasting-away  kids.  And  then  make  a 
decision  whether  the  risks  bal- 
ance over  the  benefits." 

Emotion  won  over  reason. 
Within  hours,  apples  and  apple 
juice  were  being  dumped  out 
across  the  nation.  It  was  then 
that  some  hysterical  consumers 
called  the  epa  to  find  out  if  it 
was  safe  to  the  groundwater  to 
pour  apple  juice  down  the  drain. 

Now  let's  look  at  the  evi- 
dence. The  environmental 
group's  report  was  based  on  one 
discredited  1977  study  by  can- 
cer researcher  Bela  Toth.  Since  a 
similar  1966  daminozide  study 
had  shown  no  cancers,  his  find- 
ings were  immediately  suspect. 
In  1978  a  National  Cancer  Insti- 
tute study  on  344  laboratory 
mice  and  rats  showed  no  in- 
creases in  tumors. 

In  1985  a  federal  Scientific 
Advisory  Panel  reviewed  the 
1977  Toth  data  and  found  that 
he  had  fed  the  animals  far 
more  than  the  maximum  toler- 
ated dosage,  something  like 
266,000    times    human    expo- 


Gilbert  Dupuy/Black  Star 


Boarded-up  store  in  Times  Beach,  Mo. 
We  still  don't  know  tfthat  dioxin 
would  have  caused  any  cancer. 


sure.  One  of  the  panelists  concluded 
that  the  Toth  study  was  "useless  for 
assessing  carcinogenic  risk  from 
Alar,  and  provided  no  basis  for  can- 
celing its  registration." 

Even  so,  in  1986  the  epa  ordered 
Uniroyal  to  conduct  additional  stud- 
ies. Those  studies  failed  to  produce 
any  cancers  at  the  20  parts  per  million 
dosage  level.  So,  too,  when  the  dos- 
ages were  doubled.  At  80  parts  per 
million  they  were  able  to  produce  sig- 
nificant tumors  in  a  group  of  90  mice. 
But  that  dose  level  was  22,000  times  a 
typical  human  exposure  as  calculated 
by  the  epa,  and  it  was  high  enough 


What  causes  cancer? 

It's  still  not  known; 
of  sometimes  quite 
percentages. 

these  are  the  midpoints 
wide  ranges  of  possible 

Cancer  contributor 

Fraction  of  total  cancers 

Diet 

35% 

Tobacco 

30 

Infection 

10 

Sexual  behavior* 

7 

Occupation 

4 

Geophysical  factors 

3 

Alcohol 

3 

Pollution 

2 

Medical  treatments 

1 

Food  additives 

under  1 

Industrial  products 

under  1 

Unknov^fn  and  other 

3 

'Includes  timing  of  pregnancy  ;ind  meastruation. 

Source:  AclfAfited from  R.  Doll  Mul  R.  Peto, 
The  Causes  of  Cancer. 

that  toxicity  was  killing  80%  of 
the  animals  prematurely. 

But  note  that  there  is  good 
reason  to  suspect  that  epa  expo- 
sure numbers  at  least  for  other 
agricultural  chemicals  are  over- 
stated. An  October  1989  study 
by  Sandra  Archibald  of  Stanford 
and  Carl  Winter  of  the  Universi- 
ty of  California  at  Riverside 
found  that  assumptions  used  by 
the  National  Research  Coimcil 
and  the  epa  about  consumer  ex- 
posures to  insecticides  are  too 
high:  by  a  factor  of  21,000  for 
apples,  2,600  for  tomatoes  and 
300  for  lettuce.  For  example,  in- 
stead of  the  NRc's  estimated 
cancer  risk  of  1,462  deaths  per 
million  from  pesticides  on  ap- 
ples, Archibald  and  Winter 
found  only  0.07  per  million. 

Sanford  Miller,  dean  of  the 
Graduate  School  of  Biomedical 
Science  at  the  University  of  Texas 
Health  Science  Center,  sums  it  up: 
"The  risk  of  pesticide  residues  to  con- 
sumers is  effectively  zero."  This  com- 
monsense  view,  however,  is  still  con- 
travened by  the  32-year-old  Delaney 
clause,  which  outlaws  any  additive 
that  tests  positive  for  cancer  in 
rodents. 

Given  the  nature  of  animal  tests,  it 
is  not  surprising  that  half  of  all  pesti- 
cides tested  turn  out  to  be  carcino- 
gens. More  intriguing,  the  same  tests 
show  nearly  half  of  all  the  natural 
plant  pesticides  tested  are  rodent  car- 
cinogens. Says  University  of  Califor- 
nia's Bruce  Ames:  "99.99%  of 
all  pesticide  carcinogens  now 
ingested  by  humans  are  natu- 
ral— that  is,  generated  as  de- 
fense mechanisms  within  the 
plants  themselves.  .  .  .  When  I 
realized  that  we  were  already 
ingesting  10,000  times  as  many 
natural  carcinogenic  pesticides 
as  synthetic,  and  human  health 
keeps  getting  better,  I  began  to 
put  the  risk  into  perspective." 
Says  Sanford  Miller:  "If  we  ap- 
plied Delaney  to  all  food  we 
would  never  get  to  die  of  cancer. 
Wc  would  all  starve  to  death 
because  we'd  have  to  ban  all  the 
foods  we  now  eat." 

It  was  a  biased  exposure  mod- 
el that  underlay  last  Decem- 
ber's decision  by  the  epa  to 
phase  out  the  use  of  most  ethyl- 
ene bidithiocarbonates,  the 
most  widely  used  crop  insecti- 
cides, at  a  cost  in  higher  prices 
and  lost  commodities  of  over  $2 
billion  a  year.  But  if  the  Food  &. 
Drug  Administration's  expo- 
sure data  arc  correct,  only  onc- 
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We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  21®  professionals  have  access 
to  propeHies  in  all  shapes  and  sizes,  as 
mennbers  of  one  of  the  country's  largest 
Commercial-Investment  organizations. 

A  world-renowned  tradition  of  service. 

When  you  work  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 

One  size  doesn't  fit  all. 

Whatever  your  comfort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference. 


The  Commercial-Investment  Professionals 


©1990  Ceniury  21  Real  Estate  Corporation  as  trustee  (or  ttie  NAF.  "and™— trademaric  of  Century  21  Real  Estate  Corporation.  Equal  Housing  Opportunity  at  EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED. 


third  of  one  cancer  risk  would  be  so 
avoided.  That's  $6  billion  per  cancer. 
Worse,  the  ban  puts  consumers  at 
even  greater  risk.  As  Winter,  the  Cali- 
fornia academic,  puts  it,  "Elimination 
of  specific  fungicides  could  decrease 
the  safety  of  the  food  supply  by  allow- 
ing the  production  of  greater  levels  of 
fungal  carcinogens." 

Yet  when  Agriculture  Secretary 
Clayton  Yeutter  aimounced  his  plan 
to  reform  the  Delaney  clause  and  be- 
gin weighing  risks  against  benefits, 
environmentalists  went  ballistic.  Na- 
tional Resources  Defense  Council 
lawyer  Janet  Hathaway  declared,  "Al- 
lowing EPA  to  consider  the  continued 
use  of  a  chemical  whenever  the  bene- 
fits outweigh  the  risks  is  absolutely 
anathema  to  the  environmental  com- 
munity." She  failed  to 
mention  who  elected  the 
"environmental  com- 
munity" to  dictate  agri- 
cultural policy. 

Right  after  nrdc's  at- 
tack on  Alar,  Steven 
Wood,  an  apple  grower  in 
West  Lebanon,  N.H.  and  a 
leading  advocate  of  low- 
pesticide,  integrated  pest 
management,  invited 

Hathaway  to  come  see  the 
damage  she'd  done.  "We 
showed  her  one  packing 
house  after  another 
jammed  to  the  rafters 
with  unsold  fruit,  and  one 
farmer  after  another 
wiped  out  by  the  60  Min- 
utes program.  She  was 
clearly  very  distressed  at 
what  she  saw." 

Distressed  but  not  per- 
suaded.   Wood    goes    on: 
"Before    the    60   Minutes 
show  we  met  with  Hatha- 
way, as  well  as  Meryl  Streep  and  her 
group  and  the  cbs  producer,  David 
Gelber,  and  told  them  about  Alar's 
critical  role  in  lowering  pesticide  use, 
and  that  the  1977  bioassay  study  on 
Alar  had  been  completely  discredited. 
Gelber  told  us  in  effect  go  jump  in  the 
lake."  Clearly,  he  did  not  want  to  let 
the  facts  get  in  the  way  of  a  good, 
scary  show. 

The  toxicology  center's  Dr.  Hart 
warns  that  the  current  methods  of 
risk  assessment  are  dangerous  to  our 
society,  and  not  only  to  apple  farmers. 
He  says:  "There's  a  fundamental  in- 
compatibility between  writing  law 
and  doing  science.  Blackstonian  law 
deals  in  absolutes  and  in  defmitions. 
But  science  is  an  evolving  beast,  con- 
stantly changing  as  new  knowledge  is 
acquired.  Unless  you  make  laws  com- 
patible with  science,  a  technology- 


based  society  is  doomed." 

The  trouble  is  that  both  Congress 
and  the  epa  have  powerful  political 
incentives  to  run  away  from  any  al- 
leged danger.  Who  wants  to  be  por- 
trayed on  a  network  news  feature  as 
callously  consigning  children  to  the 
cancer  ward? 

But,  says  Agriculture  Secretary 
Yeutter,  "It  is  simply  ludicrous  to  ap- 
ply a  zero  risk  standard  to  carcinogens 
or  anything  else  in  this  world,  because 
the  good  Lord  did  not  give  us  a  risk- 
free  world,  or  a  risk-free  environment 
for  anything,  including  fruit.  Biologi- 
cal zero  is  attainable  but  mathemati- 
cal zero  is  not." 

The  1990  Economic  Report  of  the 
President  argues  that  "regulatory 
goals  should  be  set  so  that  potential 
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Spraying  fungicides  in  I'loricki 

A  weak  carcinogen  is  banned — at  a  cost  to 

society  of  $6  bUUonper  cancer  death  avoided 


benefits  to  the  society  from  regula- 
tion outweigh  the  potential  costs." 
That  is  eminently  rational,  but  it  al- 
most never  happens,  simply  because 
every  agency  involved  has  the  incen- 
tive and  the  power  to  regulate  as  if  its 
risk  were  the  most  serious.  Its  budget, 
after  all,  depends  on  frightening  peo- 
ple. But  no  sensible  person  these  days 
identifies  bureaucratic  interests  with 
the  interests  of  society  as  a  whole. 

Thus  the  pursuit  of  zero  risk,  en- 
couraged by  some  government  offi- 
cials and  fed  by  legislators  nervous  of 
incurring  the  wrath  of  the  self-styled 
"environmental  community,"  threat- 
ens the  health  of  our  economy  with- 
out doing  much  for  the  health  of  our 
citizens.  Budget  Director  Richard 
Darman  supervises  an  agency  called 
the  Office  of  Information  &  Regula- 
tory Affairs  that  is  supposed  to  be  the 


"risk  budgeteer."  Indeed,  President 
Bush  took  pride  in  his  Reagan-era  role 
in  using  this  agency  to  inject  some 
rationality  into  the  regulatory  pro- 
cess. But  under  Darman  the  agency's 
influence  has  withered.  Darman  ad- 
mits as  much.  "I  have  taken  some 
pains  not  to  allow  (this  agency]  to  be 
used  as  a  delaying  tactic.  Otherwise 
Ve  will  have  it  taken  away  from  us 
legislatively."  Darman  is  like  a  cop 
who  doesn't  dare  to  make  arrests  of 
certain  obvious  wrongdoers,  because 
if  he  does  the  powers-that-be  will  take 
his  badge  away. 

What  really  concerns  Darman  is 
that  the  process  of  controlling  risk  has 
become  so  manipulative  and  theoreti- 
cal. "I  know  it  sounds  absurd,  but  you 
can  imagine  a  situation  in  which  we 
no  longer  do  animal  ex- 
periments," he  says.  "We 
are  not  far  from  a  situa- 
tion where  somebody  de- 
velops a  model  of  hu- 
mans, a  model  for  animals 
and  models  for  chemicals, 
and  they  put  them  all  to- 
gether and  assemble  a  risk 
estimate  without  ever 
showing  any  cause  and  ef- 
fect evidence." 

"He's  right,"  says  Ver- 
non Houk,  the  environ- 
mental health  expert  at 
the  Centers  for  Disease 
Control.  "It's  already  hap- 
pening to  a  degree.  These 
computer  models  of  risk 
have  taken  on  a  life  of 
their  own  that  has  little 
relationship  to  reality." 

So  here  we  are  on  the 
edge  of  spending  tens  or 
perhaps  hundreds  of  bil- 
lions of  'dollars  on  pro- 
grams of  doubtful  benefit, 
acting  not  on  proven  facts  but  on  hys- 
teria and  questionable  statistical 
models.  But  who  is  there  to  see  the  big 
picture  when  a  minority  of  activists 
have  the  politicians  buffaloed  and  the 
media  largely  snowed?  Aaron  Wil- 
davsky,  political  scientist  from  U.C. 
Berkeley,  warns,  "If  we  hinder  prog- 
ress on  the  grounds  it  brings  some 
'bads,'  wc  will  deny  ourselves  even 
greater  'goods.'  If  it  seems  too  cruel  to 
contemplate  any  harm  at  all,  the  even 
greater  cruelty  is  to  abandon  net  bene- 
fit, for  giving  tfxit  up  guarantees  that 
more  people  will  have  worse  health." 
It's  really  very  simple:  Before  wc 
hobble  our  economy  and  our  society 
with  costly  new  laws  and  regulations 
we  should  ask  ourselves  in  each  in- 
stance whether  the  hoped-for  benefits 
justify  the  costs  to  our  economy  and 
our  health.  ■ 
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The  Bentley Turbo  R.  The  quintessential  power  trip. 


Bentley  owners  have  always  enjoyed  a 

DISTINCT  advantage. 

But  it  has  never  been  qCite  so  apparent  as 
WITH  THE  Bentley  Turbo  R. 

This  majestic  automobile  delivers  a  level 
OF  performance  and  elegance  unmatched 
anywhere  else. 

The  pure  expression  of  power  emanates  from 
'the  6.75  liter  V-8  engine.  Turbo  charged  and 
intercooled,  it  will  whisk  you  from  0  to  60  in  a 
breathless  6.7  seconds. 

The  suspension  has  been  calibrated  to 

PROVIDE  the  sure  HANDLING  NECESSARY  AT  THE 

SPEEDS  THIS  Bentley  can  reach. 


Wide  alloy  wheels  and  high-speed  rated 
tires  keep  the  power  firmly  on  the  road  and  assist 
the  four  anti-lock  disc  brakes  in  bringing  the 
Bentley  Turbo  R  to  a  quick  standstill. 

Assuredly,  it  is  made  by  the  same  people  who 
handcraft  rolls-royce  motor  cars.  so  every 
detail  is  attended  to  with  unerring  scrutiny. 

Clearly,  no  other  automobile  combines 
the  power,  handling  and  eleganci^.  of  the 
Turbo  R. 

Experience  it  firsthand  by  visiting  an 

AUTHORIZED  BeNTLEY  DEALER. 

To  ARRANGE  FOR  AN  EXHILARATING  APPOINTMENT, 

CALL  1-800-851-8576. 


Computers/ 
Coiitmunications 


Everybody  complains  about  information 
overload.  Entrepreneurs  are  in  the  busi- 
ness of  reducing  the  burden. 

All  the  news 
that  fits 


John  Rae 


By  KatUeen  K.  Wiegner 

AT  6  A.M.  every  weekday,  George 
Bush's  newspaper  is  delivered. 
^  But  unlike  ordinary  mortals, 
the  President  does  not  have  to  fight 
his  way  through  stories  and  advertise- 
ments that  don't  interest  him  to  find 
the  items  that  do.  His  newspaper  is 
custom-tailored:  25  single-spaced 
pages  called  the  Whitehouse  News 
Summary  and  compiled  from  wire 
services,  newspapers  and  broadcast 
news  by  five  staffers.  If  it's  something 
the  staff  thinks  the  chief  should 
know,  it's  included;  if  not,  not. 

Many  a  busy  executive  would  love 
to  have  a  personalized  news  summa- 


ry, if  only  it  didn't  mean  adding  five 
people  to  the  payroll.  Possible  solu- 
tion: computers  to  replace  the  news 
staffers. 

Take  First!,  a  newspaper  published 
by  Individual,  Inc.  of  Cambridge, 
Mass.  specifically  for  people  in  the 
high-technology  industry.  Every 
morning  by  8  a.m.,  100  executives  at 
Digital  Equipment  Corp.  have  in  their 
computers  a  customized  edition  of 
First!.  Here,  the  screaming  headlines 
are  on  the  stories  about  ibm's  plans 
with  midrange  computers  or  the  lat- 
est product  announcements  from  Sun 
Microsystems.  At  the  same  time,  580 
subscribers  at  Lotus  Development 
Corp.  receive  a  different  version  of 


First! — with  a  heavy  emphasis  on  per- 
sonal computer  software  and  software 
distributors. 

Individual,  Inc.  takes  electronic 
feeds  from  Business  Wire  and  pr 
Newswire,  Reuters  and  two  Japanese 
wire  services  (Kyoto  and  Comline) 
and  sends  them  to  Sun  Sparc  worksta- 
tions. These  computers  hunt  for  arti- 
'cles  that  best  match  what  subscribers 
have  said  they  wanted.  Personalized 
newspapers  are  delivered  either  by 
electronic  mail  or  by  fax.  Subscrip- 
tions run  $2,000  to  $6,750,  depending 
on  the  story  count,  for  each  site.  In 
dec's  case,  it  comes  to  a  very  afford- 
able $100  per  user  annually. 

"We  think  of  ourselves  as  an  infor- 
mation refiner  producing  high-octane 
knowledge,"  says  Joseph  (Yosi)  Am- 
ram.  Individual's  33-year-old  founder. 
"In  the  1990s,  with  product  cycles 
getting  shorter,  computer  companies 
will  compete  on  responsiveness. 
Timely  information  is  critical." 

Amram,  an  Israeli  with  a  master's 
degree  in  computer  science  from  Mas- 
sachusetts Institute  of  Technology 
and  an  M.B.A.  from  Harvard,  is  a  nat- 
ural entrepreneur  for  an  information 
filter  business,  mit  has  a  famed  media 
lab  where  professors  have  dreamed  up 
all  sorts  of  futuristic  marvels,  one  of 
which  is  personalized  newspapers. 

Amram  started  Individual  in  1988. 
He  first  took  aim  at  customers  in  the 
computer  business  because  they  are, 
after  all,  most  likely  to  have  comput- 
ers on  their  desks,  and  the  computer 
is  an  ideal  delivery  medium.  (Maybe 
we  ought  to  call  these  things  screen- 
papers.)  But  there's  every  reason  to 
think  that  someday  workers  in  other 
fields  will  want  customized  news  too. 

The  technologic  challenge  is  pro- 
gramming a  computer  to  figure  out 
what  you  want  to  read.  That  the  com- 
puter is  economically  essential  to  this 
business  can  be  seen  in  the  recent 
failure  of  an  Individual  competitor. 
This  company  put  out  a  computer 
news  sheet,  Completer  Focus,  using  hu- 
man editors  to  abstract  articles  from 
newspapers  and  magazines.  The  oper- 
ation folded,  and  sold  its  subscriber 
list  to  Individual. 

The  earliest  text  searching  systems 
used  simple-minded  "kwic" — 
keyword  in  context — searches.  It  was 
such  a  system  that  ibm  built  in  the 
late  1960s  to  get  its  arms  around  the 
documents  used  in  the  government's 
long-winded  antitrust  suit  against  it. 
You  might  order  up,  say,  a  printout  of 
all  documents  filed  on  a  certain  date 
that  contain  the  word  "360." 

A  kwic  index  built  around  single 
words,  or  even  strings  of  words,  how- 
ever, is  too  crude  to  be  very  useful. 
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Say  the  computer  is  simply  asked  to 
fetch  all  articles  about  "chips."  With- 
out further  refinement  of  the  query, 
the  computer  will  come  up  with  a  lot 
of  articles  on  wood  chips  and  poker 
chips,  while  missing  relevant  ones 
that  use  the  words  "semiconductor" 
or  "microcircuits"  but  not  "chips." 

A  more  sophisticated  way  to  do 
keyword  search  is  through  what  are 
called  Boolean  strings,  after  the  19th- 
century  mathematician  George  Boole. 
Keywords  and  dates  are  linked  by 
"and,"  "or"  and  "not"  conditions: 
Give  me  all  articles  that  mention 
"chips"  or  "microcircuit"  or  "semi- 
conductor" but  not  "poker"  that  were 
printed  after  1986.  Nexis  and  Lexis 
are  the  best-known  text  retrieval  sys- 
tems that  use  Boolean  commands.  It 
takes  a  skilled  librarian,  however,  to 
frame  a  good  Boolean  search.  Bad 
searches  include  or  exclude  too  much 
and  run  up  your  databank  bills. 

Individual's  software  is  different.  It 
uses  a  scheme  developed  by  Professor 
Gerard  Salton  of  Cornell  University. 
Borrowing  a  theme  from  information 
theory,  developed  at  Bell  Labs  40 
years  ago,  Salton  assigns  value 
weights  to  each  search  word  and  to 
certain  combinations  of  words.  The 
rarer  a  word  or  phrase  is,  the  more 
valuable  it  is  as  a  discriminator. 

"Process"  is  a  common  word  that 
could  tum  up  in  an  article  on  just 
about  any  subject.  "Processor"  is  rarer 
but  could  refer  to  computers  or  food 
companies.  "Parallel  processor"  al- 
most certainly  identifies  an  article 
about  a  particular  kind  of  computer. 
Software  based  on  Salton's  approach 
can  take  as  its  starting  point  a  source 
document  that  is  right  on  topic  and 
use  that  as  a  good  example  to  compare 
with  thousands  of  target  documents. 
The  ones  that  match  the  source  most 
closely — with  matches  of  weighty 
words  counting  for  more  than  match- 
es of  common  words — are  selected  for 
retrieval. 

An  even  more  sophisticated  ap- 
proach is  called  concept  retrieval. 
This  is  the  tack  taken  by  Moxmtain 
View,  Calif.-based  Verity  Inc.,  a  firm 
founded  in  1988  to  commercially  sell 
technology  originally  developed  to 
help  U.S.  government  intelligence 
services.  Unlike  Individual,  Verity 
sells  not  custom  news  but  the  soft- 
ware to  let  every  user  create  his  own 
custom  screenpaper.  The  customer 
uses  that  software  to  create  a  list  of 
weighted  keywords.  Chase  Manhat- 
tan bought  the  software  to  track, 
among  other  things,  articles  about  po- 
tential merger  and  acquisition  clients. 
The  software  didn't  know,  but  rather 
elicited  from  a  Chase  user,  such  in- 
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sights  as  the  fact  that  "Boone  Pick- 
ens" in  combination  with  "green- 
mail"  indicates  a  significant  story. 
Apple  Computer  is  testing  the  Verity 
product  to  see  how  well  it  helps  keep 
an  eye  on  its  competitors. 


Yosi  Amram  is  one  of  the  earliest 
entrepreneurs  in  this  business,  but  he 
will  have  plenty  of  company  before 
long.  The  demand  for  information 
filters  in  an  overinformed  world  is 


enormous. 


A  computer  as  smart  as  the  White  House  staff? 


Programming  a  computer  to  deliver  an  intelligent  response  to  a  search 
query  (1)  is  no  easy  matter.  The  software  from  Individual,  Inc.  Btst 
eliminates  from  the  query  words  with  low  information  content  (2).  It  also 
extracts  root  words  from  a  word's  different  forms  (3).  A  thesaurus  adds 
synonyms  and  assigns  them  the  same  "concept  identification"  (4).  The 
software  weights  each  of  these  concepts  in  importance,  with  the  most 
frequently  encountered  concepts  given  the  lowest  weights  (5).  On  the  first 
pass  (6),  the  computer  responded  to  a  query  about  missed  delivery  dates 
with  Bve  relevant  articles  and  five  irrelevant  ones.  But  after  the  subscriber 
told  the  computer  which  articles  were  relevant,  it  selected  three  more 
concept  words  (7).  On  the  next  pass  it  scored  eight  out  of  ten. 
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Jamie  Conlon's  first  step 

proves  NEC's  laser  technology 

can  help  solve  infertility. 

Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser™  surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser.  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today. 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country.  Helping 
people  at  every  step  along  the  way. 

For  more  information,  call  us  at  1-800-338-9549. 


SEC 


Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 


hi  a  commodity  business,  the  low-cost  pro- 
ducer stinHves.  Ever  ex  Systems  has  figured 
out  where  to  cut  costs  and  where  not  to. 

Made  in  the  U.S.A. 


Comp/Comm 


By  Jnlie  Pitta 


Tl  HE  Fremont,  Calif,  headquar- 
ters of  Everex  Systems  Inc.  is  a 
mob  scene.  More  than  200  em- 
ployees man  telephones  from  desks 
pushed  into  tight  clusters.  The  tele- 
marketers must  often  raise  their 
voices  to  make  their  pitches  heard 
over  the  babel.  When  one  lands  a  deal, 
he  or  she  will  often  jump  from  a  chair 
to  clang  a  bell.  Steve  L.W.  Hui,  Ever- 
ex' cofounder  and  chief  exec- 
utive officer,  surveys  the 
pandemonium  from  an  un- 
shielded desk  only  a  few  feet 
from  the  action. 

What  is  this,  a  cormnodity 
trading  outfit?  No,  just  the 
marketing  department  of  a 
computer  firm,  one  of  at 
least  400  in  the  business  of 
making  iBM-compatibles — 
clones,  that  is. 

If  this  looks  like  a  boiler 
room,  it's  because  Hui  wants 
it  that  way.  "The  personal 
computer  is  a  commodity," 
Hui  explains.  "If  you  send  a 
salesman  out  to  talk  to  a  cus- 
tomer, just  the  airline  ticket 
and  the  hotel  bill  is  already 
the  price  of  one  machine." 

Hui  is  going  on  the  time-honored 
theory  that  the  lowest-cost  producer 
is  the  survivor,  and  he  knows  that 
selling  costs  are  about  the  only  costs 
left  to  trim — especially  since  Everex 
doesn't  stint  on  engineering,  and 
manufactures  right  here  in  the  U.S. 
rather  than  in  a  low-wage  country. 
Together,  Everex'  telemarketers 
make  10,000  phone  calls  daily,  bring- 
ing in  $377  million  in  fiscal  year  1989, 
ended  July  31,  on  which  the  firm  net- 
ted $21.3  million,  or  91  cents  per 
share.  Sales  could  easily  top  $440  mil- 
lion this  year. 

That's  pretty  rapid  growth  for  a 
company  that  started  out  selling  peri- 
pherals in  1983  from  a  small  office  in 
nearby  Mountain  View.  A  year  later 


puter.  This  year  it  will  assemble  more 
than  150,000  of  them,  from  mostly 
Hong  Kong-made  parts. 

Hui,  a  40-year-old  Chinese  emigre, 
isn't  the  only  entrepreneur  who  has 
enjoyed  explosive  growth  in  the  busi- 
ness of  selling  computers.  Leading 
Edge,  Wyse  Technology,  Dell  Com- 
puter and  AST  Research  have  all  been 
in  that  league.  But  these  have  all 
stumbled,  either  selling  out  to  for- 
eigners or  reporting  sharp  profit  de- 


Everex  Chief  Executive  Steve  L.W.  Hui 

"The  personal  computer  is  a  commodity. 


Everex  finished  its  first  personal  com- 


clines  in  recent  years.  That  hasn't  yet 
happened  to  Everex. 

This  is,  indeed,  a  commodity  busi- 
ness: Notwithstanding  the  success  of 
such  brands  as  ibm,  Compaq  and  Ap- 
ple, on  the  pie  chart  of  personal  com- 
puter market  shares  the  largest  slice 
belongs  to  "Other."  And,  like  any 
business  where  the  competition  is  on 
price,  the  "Other"  players  sink  or 
swim  on  costs.  Hence  Hui's  determi- 
nation to  hold  down  selling  expenses. 

With  its  low  overhead,  Everex  can 
price  its  fastest  machine,  an  80386- 
based  personal  computer,  at  about 
$8,200.  (A  similar  machine  from  a  no- 
name  clone  goes  for  as  little  as  $3, 100, 
but  don't  expect  to  get  reliability  or 
service  for  that  price.)  Everex'  ma- 
chine  is   roughly   comparable    to   a 


Compaq  model  selling  for  $10,900. 
Compaq  gets  a  premium  because  it 
has  brand  loyalty;  it  spends  millions 
each  year  in  advertising.  Also,  Com- 
<paq  sells  its  machines  through  large 
retail  chains  like  Businessland  that 
require  fairly  high  markups. 

At  Everex,  by  comparison,  more 
than  half  the  sales  are  to  resellers  who 
slap  their  own  labels  on  the  machines 
and  bear  their  own  marketing  costs. 
The  rest  are  sold  under  the  Everex 
name  through  small  single-store  deal- 
ers and  distributors,  who  will  accept  a 
relatively  low  markup.  That's  what 
those  noisy  telemarketers  are  doing: 
hard-selling  computer  resellers. 

It's  not  all  roses  for  Everex.  Compe- 
tition from  the  Far  East  is  heating  up. 
Taiwanese  and  Korean  clones  of  ibm 
personal  computers  are  coming  into 
the  U.S.  at  a  rate  of  more  than  1  mil- 
lion a  year,  according  to  San  Jose, 
Bob  Holmgren  Calif,  market  researcher  Da- 
taquest  Inc.  The  Taiwanese 
and  Korean  firms  don't  try  to 
be  the  first  with  the  fastest 
computer  based  on  Intel's 
new  i486  microprocessor. 
For  them,  it's  a  low-cost 
manufacturing  game.  They 
will  wait  until  the  market  for 
i486  machines  has  grown 
sufficiently  that  they  can 
move  in  and  compete  on 
price,  based  on  their  low 
manufacturing  costs. 

Hui  pursues  a  quite  differ- 
ent strategy  from  his  Korean 
and  Taiwanese  competitors. 
Everex'   three   founders   are 
engineers — Hui   holds   mas- 
ter's degrees  in  both  mechan- 
ical and  electrical  engineer- 
ing— and  there  are  300  engineers  on 
the  payroll.  With  that  background, 
the  company  is  able  to  keep  up  with 
swift  changes  in  technology.  Everex 
keeps  pace  with  Compaq,  introducing 
personal    computers    based    on    the 
newest  processor  at  the  same  time  as 
or  shortly  after  the  technology  leader. 
But   with   its   low   marketing   costs 
Everex    can    underprice    its    better- 
known  competitors. 

Everex  makes  all  its  personal  com- 
puters in  the  same  building  where 
Hui  and  the  telemarketers  sit.  Why 
not  save  money  by  moving  manufac- 
turing to  Taiwan  or  South  Korea? 
John  K.  Lee,  an  Everex  cofounder  and 
executive  vice  president  who  like  Hui 
hails  from  Hong  Kong,  explains  the 
decision  with  one  word:  "flexibility." 
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To  ensure  life,  liberty  and  the  pursuit  of 
happiness  in  your  office,  we'd  like  to  propose  a 
system  that's  guaranteed  to  work.  The  Lanier 
copier  system.  Lanier  copiers  are  guaranteed  to 
be  up  and  running  98%  of  the  time.  You  get  a 
loanerforthe  times  it's  not. 


And  you  get  a  24-hour  toll-free  Hot  Line 
for  any  questions  you  have.  So  for  more 
productivity,  call  1-800-852-2679.  And 

make  a  declaration  that  you  want  the  very 
best  copier  system  in  the  USA.  Lanier. 


COPYING      SYSTEMS 


@  HARRIS 


Some  restrictions  apply.  See  your  local  Lanier  copier  representative  (or  full  details. 


pOfinp/Coiiini 


Orders  from  Everex'  telemarketers  are 
collected  electronically;  every  two 
hours  the  collected  data  are  sent  to 


manufacturing.  Everex  builds  only 
the  machines  that  are  ordered — just- 
in-time  manufacturing.  That  holds 
down  inventory  and  assures  that 
Everex  won't  be  stuck  with  unsold 
machines  if  technology  or  customer 
tastes  change.  "Going  overseas  to 
manufacture   is  just  not  efficient," 


says  Lee.  Everex'  telemarketing  force 
is  key  to  this  strategy,  Lee  maintains: 
"With  a  field  salesperson,  I  wouldn't 
know  what  was  going  on  in  the  mar- 
ket for  weeks." 

"This  market  thrives  on  change; 
the  people  who  do  well  stay  slightly 
ahead  of  it."  ■ 


Random  Access 


Commentary  by  Esther  Dyson 


DATA  IS  DANDT 


The  very  fact  that  you  read  this 
magazine  says  a  lot  about  you — in- 
formation that's  of  great  interest  to 
advertisers  and  direct  marketers. 
You  probably  have  an  above-average 
income,  a  large  investment  portfo- 
lio and  at  least  one  college  degree. 
Large  companies  use  the  mailing 
lists  of  this  magazine  and  others  to 
send  direct  mail  to  likely  prospects. 

But  this  large-scale  direct  mail 
business  is  intimidating  for  small 
firms,  which  might  want  to  mail  to 
people  in  just  a  few  nearby  zip  codes 
or  want  broader  coverage  than  a  sin- 
gle magazine  can  offer. 

This  is  the  market  for  Lotus  De- 
velopment Corp.'s  new  Market- 
place service — business  and  resi- 
dential prospect  lists  on  compact 
disk.  Note  that  this  is  a  service, 
with  the  customer  buying  as  needs 
develop  and  as  the  information 
changes.  If  software  like  Lotus' 
1-2-3  is  the  razor,  business  informa- 
tion is  the  razor  blade.  Information 
about  customers  is  a  key  asset,  both 
for  Lotus  and  for  the  customers  who 
will  be  using  Marketplace  to  find 
and  reach  their  customers. 

Marketplace  addresses  the  huge 
market  of  smaller  businesses  that 
don't  have  the  resources  to  collect 
and  manage  huge  databases  of  pros- 
pects. With  the  use  of  metering,  Lo- 
tus can  start  with  a  one-size-fits-all 
disk  and  let  customers  control  and 
pay  for  only  the  data  they  want.  The 
process  is  as  simple  as  possible:  You 
get  5,000  "outputs"  (records)  with 
your  initial  $695  purchase  of  Mar- 
ketplace (a  Mac  installation  disk 
and  a  compact  disc  with  data,  soft- 
ware and  documentation);  with  a 
phone  call  you  can  order  incre- 
ments of  5,000  outputs  for  $400,  or 
subscribe  to  updates  for  $50  a  quar- 

Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


ter.  The  Lotus  product  is  an  excel- 
lent use  of  compact  disk  for  just 
what  it's  good  for:  delivering  huge 
amounts  of  data.  And  it's  an  excel- 
lent use  of  the  Apple  Macintosh  and 
HyperCard  for  what  they  are  good 
for:  making  huge  amounts  of  data 
intelligible  and  accessible. 

The  total  master  list  incorporates 
7.5  million  business  establishments 
and  120  million  people  in  80  mil- 
lion households,  provided  to  Lotus 
under  contract  by  Trinet  (business) 
and  Equifax  (consumer).  You  pay 
only  for  the  subset  you  download 
according  to  specified  criteria. 
Then,  it's  yours.  You  can  produce 
mailing  labels  or  prospect  lists  with 
the  Marketplace  software,  or  you 
can  transfer  the  data  into  your  own 
database  for  combination  with  oth- 
er lists — phone  listings,  say.  You 
can  mail  from  it  to  your  heart's  con- 
tent (which  is  not  usually  the  case 
with  lists,  which  are  generally  rent- 
ed per-use),  or  merge-purge  it  with 
your  own  data  or  lists  from  other 
sources.  You  might  have  a  golf  mag- 
azine subscriber  list,  say,  and  want 
to  mail  only  to  people  on  both  that 
list  and  the  Marketplace  list  of 
"young  accumulators." 

Herein  is  a  powerful  selling  tool, 
but  in  a  way  it  is  just  a  poor  man's 
version  of  the  precious  customer/ 
prospect  databases  of  marketing  gi- 
ants such  as  American  Express  or 
Lands'  End.  For  starters,  it's  not  the 
original  data,  but  categorized  and 
cleaned  up,  with  no  phone  numbers 
for  households.  For  example,  you 


know  someone  is  in  the  "main- 
stream singles"  category  descrip- 
tion but  not  what  put  him  there. 
Does  he  buy  a  lot  of  dirty  movies  or 
a  lot  of  computer  equipment? 

MarketPlace/Equifax  does  the  di- 
gesting for  you.  Equifax  itself 
doesn't  contribute  much  individual 
data,  and  assigns  people  to  catego- 
ries with  statistical  sampling.  On 
the  business  side,  Marketplace  does 
provide  phone  numbers,  along  with 
key  officer,  line  of  business,  reve- 
nues, employment  and  other  data. 

Selling  data  about  individuals 
does  raise  some  sensitive  issues. 
Equifax  has  a  good  deal  of  credit  and 
financial  data  on  individuals,  but 
use  of  it  is  heavily  regulated  by  the 
Fair  Credit  Reporting  Act.  The  basic 
reason  is  concern  for  privacy — or  for 
public  concern  for  breach  of  priva- 
cy. The  software  won't  let  you  find 
someone  by  name  to  check  out  their 
demographic  characteristics. 

Another  consumerism  issue:  Lo- 
tus already  has  plans  to  avoid  sell- 
ing Marketplace  to  boiler  rooms 
and  bucket  shops. 

A  user  of  the  Lotus  system  may 
come  away  with  the  feeling  of  look- 
ing at  data  in  a  glass  case:  The  data 
come  out  sanitized.  But  this  is  only 
a  first  pass  at  what  has  the  making 
of  a  huge  business.  Lotus  is  under- 
standably shy  of  attracting  the  at- 
tention of  people  concerned  with 
privacy  issues.  Its  refusal  to  provide 
personal  phone  numbers  is  com- 
mendable, if  impractical  in  the  long 
run.  Lotus  is  clearly  eager  to  supply 
as  much  information  as  the  market 
wants,  but  it's  not  going  to  go  out 
on  a  limb  just  yet. 

On  the  whole,  I'm  delighted. 
Maybe  I'll  get  less  mail  that  I  don't 
want,  and  the  people  who  do  send 
me  mail  will  save  so  much  money 
by  targeting  their  marketing  efforts 
that  they  will  lower  their  prices.  ■ 
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The  MCI  Card  lets  you 

call  from  any  phone 

in  the  U.  S.  to  virtualty' 

everywhere  in  the  world. 

Reaching  just  about  everywhere  in 
the  world  is  as  easy  as  reaching  for  your 
MCI  Card.* 

Better  still,  you  save  over  ATSiTs 
standard  rates,  month  after  month,  while 
enjoying  MCI's*  unsurpassed  call  quality  \bu 
never  have  to  worry  about  hidden  charges, 
listen  for  special  recordings,  or  dial  differently 
from  different  phones. 

And  when  you're  overseas,  using  the 
MCI  Card  with  MCI  CALL  USA"  to  call 
back  home  also  saves  you  money 

If  you  don't  already  have  the  MCI  Card, 
call  us  in  the  U.S.  at  1-800-888-0800.  And 
take  advantage  of  the  connections  that  MCI 
can  give  you. 
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Edited  by  Gary  Slutsker 

Rare  is  the  merger  made  in  heaven.  Where- 
in, then,  lies  true  synergy?  In  the  sort  of 
acquisition  Hewlett-Packard  made  when  it 
bought  the  Sanborn  Co. 

A  doctor's  son 
had  a  vision 


Mary  Beth  Camp/Matrix 


Hewlett-Packard's  Ben  Holmes 

waUam  Hewlett,  whoaefather  waa  a  doctor,  aenaed  a  good  fit. 


By  Kathleen  K.  Winner 

Few  acquisitions  work  as  well  as 
expected,  but  the  rare  one  works  out 
even  better  than  expected.  Disaster 
could  easily  have  been  the  result  back 
in  1961  when  Hewlett-Packard  Co. 
decided  to  get  into  the  medical  tech- 
nology business  by  acquiring  Sanborn 
Co.,  a  small  but  highly  respected 
manufacturer  in  Waltham,  Mass. 

At  the  time,  Sanborn  was  selling 
annually  $16  million  worth  of  cardiac 
monitoring  devices,  which  measure 
the  voltages  in  the  heart  to  detect 
abnormalities  that  could  lead  to  a 
heart  attack.  Palo  Alto,  Calif. -based 
HP,  then  a  producer  of  oscilloscopes 
and  other  measurement  equipment, 
had  sales  of  $85  million  and  didn't 
know  a  thing  about  medicine. 

Today  Hewlett-Packard  knows  a  lot 
about  medicine,  and  the  small  acqui- 
sition has  contributed  handsomely  to 
HP's  growth  over  the  intervening 
three  decades,  as  the  parent  grew  to 
sales  of  $12  billion. 

Sanborn,  since  renamed  the  Medi- 
cal Products  Group  with  headquarters 
in  Andover,  Mass.,  will  do  just  under 
$1  billion  in  sales  this  year,  with  an 
operating  margin  of  15%  to  16%. 
That's  better  than  hp's  company-wide 
operating  margin,  which  hasn't  beat- 
en 11.5%  since  1985.  "There  are 
pockets  of  extremely  high  growth  in 
the  medical  business,"  says  Benjamin 
Holmes,  55,  the  29-year  veteran  who 
has  headed  the  medical  products 
group  since  1985.  Holmes'  group  has 
been  uncommonly  successful  in  ex- 
ploiting these  pockets. 

What  kept  the  Sanborn  acquisition 
from  being  just  another  glamour  ac- 
quisition gone  bust?  After  all,  hp's 
customers  were  electronic  engineers, 
chemists  and  academics,  while  San- 
bom's  were  a  very  different  crowd: 
doctors.  But  Hewlett-Packard's  co- 
founder,  William  Hewlett,  whose  fa- 
ther was  a  doctor,  thought  there 
might  be  a  fit  between  this  business 
and  the  measurement  products  hp 
was  then  producing.  As  a  person  with 
at  least  an  outsider's  knowledge  of 
medicine  and  an  insider's  knowledge 
of  electronics,  he  sensed  that  the  fu- 
ture of  medical  instrumentation  was 
in  electronics.  That  seems  obvious 
now.  It  wasn't  obvious  then. 

Hewlett  was  right,  but,  ultimately, 
it  was  in  ways  he  could  scarcely  have 
predicted  in  1961.  The  initial  point  of 
contact  between  the  two  businesses — 
namely,  oscilloscopes — gave  Sanborn 
the  insight  to  expand  its  presence  into 
recovery  and  operating  rooms  and 
special  coronary  care  units  with  a  new 
series  of  cardiac  monitoring  systems. 
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The  most  important  intersection 
between  hp's  West  Coast  electronics 
business  and  its  East  Coast  medical 
business  today  is  the  computer  chip, 
specifically  the  microprocessor, 
which  didn't  even  exist  in  1961.  Now- 
adays hospital  monitors  must  be  in- 
telligent to  be  any  good  at  all. 

After  a  five-year  research  effort  that 
cost  $10  million,  in  1981  hp  brought 
out  a  cardiac  imager  that  used  ultra- 
sound. The  imager  had  two  basic 
components:  sensors,  which  were  ba- 
sically extensions  of  Sanborn's  origi- 
nal monitoring  technology,  and  the 
computers  to  process  the  information 
from  the  sensors  and  display  it  graphi- 
cally. The  sensors  here  are  transduc- 
ers— microphone-like  devices  that 
transmit  high-frequency  sound  waves 
into  the  body  and  receive  the  return- 
ing echoes. 

In  a  way,  the  ultrasound  business 
has  turned  into  a  computer  business. 
"Ultrasound  is  heavily  driven  by 
technology,"  says  John  Fan  ton,  head 
of  the  ultrasound  operation.  "We  use 
more  memory  than  most  worksta- 
tions, 1 1  application-specific  integrat- 
ed circuits,  and  up  to  7  microproces- 
sors. In  a  sense  ultrasound  is  the  ulti- 
mate workstation." 

In  the  computer  business,  minia- 
turizing is  everything  because  it  lets 
computers  get  more  powerful  without 
getting  bigger.  In  the  medical  busi- 
ness that  same  talent  is  important  for 
another  reason:  to  get  instruments  in- 
side the  body,  hp  pioneered  an  imag- 
ing system  using  a  pencil-thin  trans- 
ducer that  is  inserted  down  the  pa- 
tient's esophagus  to  get  a  picture  of 
the  beating  heart.  Miniaturization  has  • 
also  enabled  the  company  to  bring  out 
a  compact  ultrasound  system  for  doc- 
tors' offices  that  costs  under  $50,000, 
roughly  half  the  cost  of  the  cheapest 
hospital  models. 

The  computer  gives  hp  an  opportu- 
nity to  cross-fertilize  its  West  Coast 
and  East  Coast  operations  in  another 
way:  in  marketing.  The  Medical  Prod- 
ucts Group  gets  plenty  of  hospitals  to 
buy  HP  computers.  The  group  sets  up 


networks  of  hospital  computers  and 
monitoring  devices  that  enable  a  doc- 
tor with  a  personal  computer  at  home 
to  call  up  patient  information  from 
the  radiology  department,  the  labora- 
tory and  the  pharmacy.  Another  infor- 
mation system,  called  CareVue,  puts 
such  information  as  laboratory  re- 
sults, a  patient's  vital  signs,  and  drug 
dosages  on  a  monitor  right  at  the  pa- 
tient's bedside. 

All  the  overlapping  has  paid  off  for 
HP,  as  ultrasound  has  grown  into  a 
$700  million  business.  With  22%  of 
the  market,  hp  is  the  overall  leader  in 
ultrasound.  It  is  far  ahead  of  General 
Electric,  Diasonics  and  Toshiba  and 
just  in  front  of  Acuson,  a  hot  startup 
founded  by  three  hp  alumni  (Forbes, 
Oct.  31,  1988).  Acuson  focuses  on  us- 
ing ultrasound  technology  for  imag- 
ing soft  tumors  inside  the  body,  while 
HP  uses  it  primarily  for  making  pic- 
tures of  the  inside  of  the  heart. 

In  retrospect,  hp  looks  smart  for 


having  acquired  its  way  into  medical 
products.  But  the  acquisition  could 
easily  have  gone  bad,  as  it  did  when 
HP  tried  to  push  Sanborn  into  new 
businesses  in  which  neither  company 
had  any  experience,  hp  tried  compet- 
ing against  the  likes  of  General  Elec- 
tric in  manufacturing  and  selling  X- 
ray  machines,  a  new  technology  for 
HP  and  Sanborn.  After  it  proved  diffi- 
cult to  turn  a  profit,  hp  exited  the 
business  in  the  1970s. 

But  where  hp  identified  and  exploit- 
ed genuine  synergies,  the  acquisition 
was  a  resounding  success.  In  this  case 
the  synergy  lay  neither  in  Sanborn's 
product  line  nor  in  its  marketing  but 
in  Bill  Hewlett's  vision  that  the  medi- 
cal instruments  of  the  future  would 
be  electronic  and  that  medical  instru- 
mentation was  a  logical  extension  of 
his  company's  basic  business.  The 
synergy  lay  not  in  the  hardware  but  in 
the  vision. 


Sonogram  showing  fetal  blood  flow 
The  ttUimate  workstation. 


Ultrasound  monitor  undergoing  vibration  test 
The  unifying  theme  is  microchips. 
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Insights 


Commentary  by  Michael  Gianturco 


SOFTWARE  STOCKS  TO  BUT 


If  you  have  been  following  the  mar- 
ket closely  over  the  past  four 
months,  you  may  have  remarked  on 
the  spectacular  ascents  of  Micro- 
soft, Adobe  and  a  few  other  super- 
star stocks  in  the  software  group. 
You  may  also  have  noticed  that  in 
recent  trading  the  price  movements 
have  acquired  a  sporadic,  start/stop, 
choppy  quality.  Volatility  is  becom- 
ing a  problem  as  traders  move  into 
these  most  visible  stocks. 

This  reinforces  the  rather  widely 
held  impression  of  an  overbought, 
increasingly  speculative  market  for 
software  stocks.  And  for  some 
stocks  in  this  group  the  impression 
is  indeed  turning  out  to  be  true. 
Consider  Oracle  Systems. 
It  lost  31%  of  its  value  in 
one  day — a  day  it  reported 
record  revenues  (up  54%, 
to  $236.4  million)  but  flat 
earnings.  This  market  ex- 
pects too  much  of  the 
software  group. 

Yet  the  notion  that  the 
market  for  all  software 
stocks  is  overbought  is  ab- 
solutely wrong.  The  most 
visible  issues  are  due  for  a 
correction,  but  some  of 
the  others  are  bargains. 
Our  table  was  created  by  a 
computer  scan  that  was 
designed  to  seek  software 
companies  with  excellent 
returns  on  sales — coupled  with  rela- 
tively low  price/earnings  or  price/ 
sales  ratios,  plus  good  earnings 
growth  prospects. 

The  computer  screen  especially 
likes  Adobe  and  another  well- 
known  stock,  Software  Publishing.  I 
am  more  cautious  than  the  comput- 
er. But  if  you  look  past  the  front- 
running  glamour  stocks  in  the  soft- 
ware group,  there  are  rather  inter- 
esting potential  buys  among  the 
less  obvious  stocks. 

The  stocks  are  ranked  in  order  of 
expected  acceleration  in  earnings 
growth.  The  top  two  are  picking  up 


Michael  Gianturco  is  president  of  The 
Princeton  Portfolios,  a  New  Jersey  asset 
management  firm,  and  edits  Tlie  Top  Ten, 
its  weekly  computerized  newsletter  on 
investments  in  science  and  technology. 


steam  rapidly:  Sage  Software  and 
Pansophic  Systems.  Interestingly, 
both  companies  have  followed  simi- 
larly conceived  strategies. 

The  computer  industry  is  down- 
sizing, a  long-term  trend  that  has 
recently  turned  into  a  juggernaut. 
Both  Pansophic  and  Sage  have 
thought  about  this  trend  and  taken 


Spotting  a  new  market  for  software 

Comparing  current-year  EPS  growth  with  next  year's 
projections    reveals    fastest    earnings    acceleration 
from  two  companies  selling  CASE  software. 

Company 

Price/ 
sales 
ratio 

Return 

on               One-year  EPS  growth 
sales             current          projected 

Sage  Sohware 

3.7 

7.7%                 32% 

129% 

Pansophic  Systems 

1.6 

13.0                     10 

28 

Software  Publishing 

2.5 

23.0                     17 

26 

American  Software 

4.8 

27.0                     18 

27 

Policy  Management  Sys 

2.5 

14.0                     16 

19 

System  Ctr  Inc 

3.5 

17.0                    30 

33 

PDA  Engineering 

0.8 

9.4                    20 

18 

Adobe  Systems 

9.6 

40.0                    42 

27 

measures  to  profit  from  it. 

Sage  Software  sells  software 
"tools"  to  programmers,  who  then 
use  them  to  help  write  applications 
programs.  (Applications  programs 
do  things — they  process  words,  con- 
trol inventory,  track  accounts  pay- 
able. They  are  the  programs  you 
might  apply  in  your  business  or  buy 
in  a  store.)  Sage's  programs  fall  into 
an  increasingly  active  and  fashion- 
able category  called  case,  for  Com- 
puter Aided  System  Engineering — 
programs  that  help  programmers  to 
write  computer  programs. 

The  concept  sounds  deeply  in- 
grown, but  the  dollars  involved  are 
stunning.  Almost  $200  billion  is 
spent  annually  on  software  develop- 
ment and  maintenance.  Wc  all 
know  that  an  awful  lot  of  it  doesn't 
actually  work,  or  works  rather  bad- 


ly, or  is  never  quite  finished.  Unsat- 
isfactory software  is  a  costly  embar- 
rassment, and  there  is  enormous 
pressure  within  corporations  and 
within  the  computer  industries  to 
create  better  software  faster,  case 
programs  truly  help;  they  can  deliv- 
er gains  of  up  to  30%  in  program- 
mers' productivity.  And  30%  of 
$200  billion  is  quite  a  lot. 

What  made  Sage  Software  unique 
was  the  company's  fairly  recent  de- 
cision to  supply  CASE  tools  specifi- 
cally intended  for  software  develop- 
ment using  small  computers.  With 
the  most  recent  generation  of  mi- 
crocomputers, the  desktop  ma- 
chines have  finally  grown  so  power- 
ful, in  terms  of  both  mem- 
ory and  processing  speed, 
that  they  can  run  and  cre- 
ate programs  for  main- 
frames. This  means  soft- 
ware development  work 
can  be  lifted  off  the  main- 
frame at  last,  freeing  the 
big  computer  full  time  for 
production  jobs.  Software 
development  can  now  be 
carried  forward  by  pro- 
grammers using  CASE 
tools  on  microcomputers, 
working  individually  or  in 
small  groups  linked  into 
local  area  networks.  The 
cost  and  time  savings  are 
significant — and  so  people 
are  making  the  move.  The  shift  to 
micros  for  software  development 
work  is  becoming  an  exodus. 

Sage's  competition  is  Pansophic. 
The  CASE  software  from  Pansophic 
runs  on  mainframes  and  worksta- 
tions, and  is  a  strong  source  of 
growth  for  the  company,  case  is  not 
the  centerpiece  of  Pansophic's  busi- 
ness— it  sells  mainly  applications 
software  for  midrange  ibm  comput- 
ers— but  it  seems  no  accident  that 
the  two  companies  with  leadership 
in  this  newly  important  field  top 
the  tabic  with  their  accelerating 
earnings  growth. 

Sage,  which  trades  o-t-c,  is  the 
pure  play  on  case.  It  is  currently  at 
the  top  of  its  range  at  about  $12.50, 
and  is  due  to  back  off  a  bit.  Buy  it  at 
$10.  Pansophic,  nyse,  is  a  buy  at  its 
press-time  price  of  $16.  ■ 
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SOMETIMES 
WHAT  YOU  WEAR 

TO  WORK 
MAKES ALL THE 

DIFFERENCE. 


1,500  degrees  Fahrenheit, 
„ressing  for  success  is  no  cliche.  It's 
a  matter  of  life  and  death. 

Which  is  why  DuPont  engineers 
worked  to  create  Nomex®  and  Kev- 
lar®  fire  resistant  fibers.  The 
remarkable  performance  of  these 
fibers  has  made  them  the  standard 
for  state-of-the-art  firefighting 
clothing  all  over  the  world. 

And  everyday,  they  not  only  save 


the  lives  of  thousands  of  firefighters 
rushing  into  fires,  but  those  they 
carry  out  as  well. 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that  make  a 
difference. 


UUPONJ 


ER  THINGS  FOR  BETTER  LIVING. 


*  ''^RPnMl 


Edited  by  Joshua  Levine 


Even  with  weekend  car  shows  and  petting 
zoos  for  the  kiddies,  large  shopping  malls 
are  losing  customers.  One  of  the  most  suc- 
cessful malls  in  the  country  is  thriving  with 
a  different  sort  of  strategy. 

Lessons  from 
Tysons  Corner 


SEEN  FROM  ABOVE,  the  Sprawling, 
enclosed  Tysons  Comer  Cen- 
ter, possibly  the  most  success- 
ful large-scale  shopping  mall  in  Amer- 
ica, resembles  a  grounded  space  sta- 
tion. It  is  an  ungainly,  sort  of  L-shaped 
structure,  punctuated  by  vast  domed 
skylights;  a  1.9-million-square-foot 
trap  for  shoppers  that  embraces  five 


department  stores,  237  specialty 
shops,  21  restaurants  and  two  movie 
theaters.  It's  owned  by  the  Dallas- 
based  Lehndorff  usa  Group. 

Nordstrom,  Bloomingdale's,  Lord  & 
Taylor,  Saks  Fifth  Avenue,  Brooks 
Brothers,  Liz  Claiborne,  Crabtree  & 
Evelyn,  but  also  Woolworth's,  Burger 
King  and  Kinney  Shoes.  It's  an  attrac- 


Phoios  b\'  Waller  Calahan 


tive  setting.  Thirty-one  32-foot-high, 
95 -year-old  Washingtonia  palm  trees, 
2,500  freshly  planted  daffodils  and  2 
gently  burbling  Italian  marble  foun- 
tains. All  plopped  down  on  90  acres  of 
Virginia  countryside,  1 1  miles  west  of 
Washington,  D.C.  Within  ten  min- 
utes' driving  distance  is  13  million 
square  feet  of  office  space  that  swells 
^tvith  more  than  70,000  people  by  day. 
Last  year  Tysons'  sales  totaled  some 
$774  million,  putting  it  among  the 
top  1%  grossing  malls  in  the  nation. 
Sales  per  square  foot  rose  to  $430  from 
$400  the  year  before,  while  other  su- 
permalls  languish  at  around  $167  av- 
erage sales  per  square  foot. 

Languishing,  in  fact,  describes  too 
many  larger  malls  these  days.  The 
percentage  of  shoppers  who  visit  a 
major  chain  department  store  (those 
typically  found  in  malls)  twice  a 
month  or  more  dropped  from  44%  in 
1974  to  29%  last  year. 

How  did  the  shopping  get  so  rich  at 
Tysons  Comer?  Sure,  location  is  a  big 
part  of  the  answer.  But  a  competing 
mall  across  the  street,  the  Galleria  at 
Tysons  II,  with  stores  like  Neiman 
Marcus  and  Saks,  hasn't  done  as  well. 
Storefronts  stand  empty  at  the  Gal- 
leria, while  the  waiting  list  for  Tysons 
now  numbers  15  retailers. 

The  answer  in  part:  superior  mar- 
keting. Tysons  knows  its  customers. 
The  average  mall  customer  earns 
$36,000  a  year.  Tysons'  shoppers  earn 
$62,000  on  average,  and  are  younger 
and  far  less  likely  to  have  children 
than  the  average  mall  shopper.  Only 
10%  of  Tysons'  customers  are  in  their 


77x'  refurhLslied  Tysons  Comer  Center 
offers  sales  training  courses  free 
to  its  mail  tenants. 
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1  nere  s  no  limit  to  tne  promises  dental  insurers 


dental  h 


can  make.  vJnly  to  tnose  tney  can  keep. 


A 


d  Delta  Dental  we  keep  our  promises.  Unlike  many  ot  our  competitors,  we  focus  on 
true  cost  management,  ratner  tnan  simply  snirting  tne  cost  to  youi  empJoyees.  Tnougn 
we  never  promised  tne  moon,  last  year  alone  we  deliverea  savings  or  over  $  1 00  million 
to  our  groups  and  subscriDers.  d!  How?  Tnrougn  sareguards  wnicn  include  ree  reviews, 
dental  oirice  audits,  dentist-consultant  reviews,  and  post-treatment  reviews,  tne  Delta 
Dental  Cost  Management  Program  orrers  controls  in  a  way  otner  insurers  can't  begin 
to  matcn.  EH  But  Delta's  cost  management  is  only  one  facet  of  a  unique  tnree-point 
system  tbat  also  includes  plan  design  flexibility  and  106,000  dentists  in  tbe  nation's 
largest  participating  network.  LJ  It's  a  program  only  Delta  Dental  offers.  Tbat's  wny 
we  now  cover  more  tnan  20  million  people  in  23,000  groups  and  pay  more  tnan  $2 
billion  a  year  for  dental  care.  To  learn  more  about  now  your  group  can  benefit  from 
Delta  Dental,  call  1  -800-441-3434  today.      ^L  Qplf  O  f^pntpll 

America^  Leader  In  Dental  Health  Plans. 


^' alter  Calahan 


77?^  mall  draws  uell-beeled  shoppers  from  the  13  million  square  feet  of  offices  clustered  arum  id  it 

"An  Easter  egg  hunt  would  bring  in  a  thousand  ladies  in  hair  curlers,  but  that's  not  the  traffic  we  want  to  build.* 


mid-to-late  teens. 

Knowing  its  customers 
means  tailoring  events  to 
them.  These  are  free-spending 
shoppers  who  manipulate 
computer  data  in  nearby  of- 
fices by  day  and  sleep  in  the 
manicured  suburbs  of  McLean 
and  Springfield  by  night.  That 
means,  for  example,  print  ads 
with  pretentious  playfulness 
rather  than  a  blatant  hard  sell. 
"The  joy  of  cooking.  The  joy  of 
sex.  What's  left?  The  joy  of 
shopping,"  ran  one  newspaper 
ad.  Tysons  also  spends  over 
$500,000  annually  on  local  tv 
commercials,  rare  for  malls, 
which  normally  let  the  indi- 
vidual retailers  fend  for  them- 
selves. One  of  Tysons'  tv 
spots  mimics  the  old  Cormie  Francis 
hit  song  "Where  the  Boys  Are," 
changing  the  words  to  "Where  the 
stores  are."  As  recent  surveys  have 
shown,  many  Americans  now  put 
shopping  ahead  of  sex  on  their  list  of 
favorite  pastimes. 

The  marketers  also  understood  ear- 
ly that  the  Tysons  crowd  is  not  the 
kind  that  regards  a  promotional  whis- 
tle-stop by  a  hunky  soap  opera  star  as 
high  culture.  So  for  the  gala  opening 
of  the  remodeled  Tysons  Comer  in 
late  1988,  which  added  one  full  floor 
of  retailmg  and  about  100  more  stores, 
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A  current  Tysons  neu'^Xiper  ad 

An  emphasis  on  shopping,  not  entertainment 


owner  Lehndorff  commissioned  a 
Richmond  theater  company  to  create 
a  20-minute  jazz  ode  to  shopping, 
while  stand-up  comedians  spoofed 
the  mall's  tenants:  "This  is  an  upscale 
mall,  so  shouldn't  Peoples  Drug  be 
called  Certain  Peoples  Drug?"  Funny? 
No,  but  it  does  raise  the  tone  of  the 
place  a  bit. 

John  Nordstrom,  the  chain's  co- 
chairman,  was  scouting  locations  ear- 
ly one  morning  when  he  saw  a  crowd 
of  shoppers  lined  up  inside  Tysons 
waiting  for  the  stores  to  open.  Nord- 
strom opened  its  first  Northeast  store 


at  Tysons  Comer  in  the  spring 
of  1988. 

Easy  to  see  why  Nordstrom, 
with  its  extensive  employee 
motivation  program,  would 
feel  at  home.  Tysons  offers 
sales  training  courses  free  to  its 
mall  tenants,  showing,  for  ex- 
ample, how  to  greet  a  customer 
and  bump  up  the  value  of  a  sale. 
To  follow  up,  at  least  three 
times  a  year  Lehndorff  dis- 
patches ten  undercover  shop- 
pers to  comb  the  mall,  hunting 
for  testy  cashiers  and  inatten- 
tive managers.  One  store  man- 
ager, for  instance,  came  to  life 
only  when  the  store's  senior 
executives  stopped  by.  Lehn- 
dorff's  shopping  police  spotted 
him,  and  he  was  fired. 
For  the  future,  Tysons  continues  to 
look  for  ways  to  upgrade  its  customer 
service.  A  concierge  booth  will  soon 
offer  copying  and  fax  transmission 
services,  local  theater  tickets  and 
travel  planning.  Possibly  coming 
soon:  a  lunchtime  shuttle  bus  and  de- 
livery service  to  pull  in  more  shoppers 
from  among  local  office  workers.  Says 
Charlotte  Ellis,  vice  president  of  mar- 
keting for  Lehndorff:  "We  could  just 
sponsor  an  Easter  egg  hunt  and  get 
1,000  ladies  in  hair  curlers  waiting  for 
the  mall  to  open,  but  that's  not  the 
traffic  we  want  to  build." — |.L. 
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Korean  Air  Announced  A  Busier  Schedule  Than  Yourd. 
Korean  Air  now  offend  you  many  convenient  f Lights  to  Seoul.  8  a  week  from  New  York.  And  14  a  week 

from  Lod  Angeled,  including  one  nondtop  every  day.  We  aldo  have  7  nondtopd  weekly  from  Honolulu, 

All  in  all,  29  flightd  a  week.  Plud  the  modt  flightd  from  Seoul  to  other  citied  in  the  Orient.  Our 

dedication  to  convenient  dcheduling  had  helped  ud  become  a  leading  world  airline.  We've  been  budy. 

K®RE%N  AIR 

The  Spirit  of  Korea  id  in  the  AirT 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Upstate  New  York  seems  an  unlikely  place 
to  breed  Thoroughbreds.  But  the  Empire 
State  rewards  breeders  handsomely — and 
horse  farms  are  thriving. 


Horse  sense 


By  Kerry  Hannon 


Don't  mention  horse  breeding 
to  investors  these  days.  Be- 
cause of  changes  in  the  tax 
laws  (see  box,  opposite),  it's  now  as  hard 
to  make  money  breeding  horses  as  it 
is  betting  on  them. 

But  states  rack  up  a  lot  of  revenue 
from  horses.  Not  only  from  their 
share  of  the  handle  on  the  track,  but 
also  on  the  breeding  of  Thorough- 
breds— a  capital-  and  labor-intensive 
business  that  can  revive  sagging  agri- 
cultural areas. 


New  York  State  is  more  than  hold- 
ing its  own  these  days,  thank  you, 
thanks  to  hefty  bonuses  paid  to  suc- 
cessful breeders.  The  state  is  actually 
attracting  many  more  breeders  than  it 
is  losing. 

In  all,  there  are  now  some  50,000 
Thoroughbred  racehorses  stabled  in 
New  York  State,  up  from  an  estimat- 
ed 30,000  a  decade  ago.  There  are  535 
Thoroughbred  breeding  farms,  up 
from  149  in  1973.  Some  2,000  Thor- 
oughbred foals  will  be  bom  in  New 
York  this  year,  up  from  214  in  1973. 

Kentucky  remains  the  horse-breed- 


ing capital  of  the  world,  to  be  sure. 
There  were  some  5,285  Thorough- 
breds foaled  in  the  Bluegrass  State  last 
year,  and  Kentucky-breds  won  purses 
worth  $236  million.  But  Kentucky 
has  been  on  a  downtrend. 

New  York,  meanwhile,  is  on  the 
rise.  Last  year  ThoroughJjreds  foaled 
in  New  York  earned  purses  worth 
'-  over  $36  million. 

New  York  is  getting  more  breeders 
because  it  is  rewarding  them  more 
generously  than  are  other  states.  In 
1990  the  state  will  pay  out  incentives 
from  a  fund  in  excess  of  $  13  million  to 
owners,  breeders  and  stallion  owners. 
(Last  year  Kentucky  paid  out  only 
$2.9  million;  Florida,  $3.5  million; 
California,  $11  million.) 

New  York's  subsidy  program  works 
like  this.  The  New  York  State  Thor- 
oughbred Breeding  &.  Development 
Fund  Corp.  is  funded  by  0.5%  of  the 
money  wagered  on-track  and  off-track 
in  New  York  State.  Given  that  the 
purses  in  New  York  are  the  richest  in 
the  country,  the  pot  this  year  will 
come  to  more  than  $13  million.  To 
qualify  for  the  program  a  horse  must 
be  either  conceived  in  New  York 
State  by  a  registered  New  York  stal- 
lion or  bom  in  New  York  State.  If  so, 
that  horse  gets  state  money  for  its 
owner,  the  owner  of  its  mother  and 
the  owner  of  its  sire  every  time  that 
horse  finishes  in  the  money  at  the 
tracks  in  the  state — Aqueduct,  Bel- 
mont Park,  Finger  Lakes  and  Saratoga. 

For  example,  if  a  horse  wins  a  purse 
of  $100,000,  the  state  of  New  York 
pays  its  owner  another  $50,000,  or 
50%  of  the  winner's  purse,  as  a  bonus. 
The  breeder  gets  15%,  up  to  a  maxi- 


Hindis  b>'  txtn-ard  Santalonc 


Early-morning  workout  at  Akindale  Farm,  Dutchess  County,  N.  Y. 
SMiccesa  on  the  track  spelts  bonuses  for  breeders. 


John  Hettinger  and  friend 
Not  for  passive  investors. 
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Sugar  Maple  Farm,  near  Poughkeepsie 
Bluegrass  as  fine  as  Kentucky's. 


mum  of  $10,000  of  the  purse,  and  the 
stallion  owner  receives  a  check  for 
7.5%  of  the  winner's  purse,  up  to  a 
cap  of  $5,000  of  the  purse. 

The  program  was  started  back  in 
1973  to  expand  the  Thoroughbred  in- 
dustry in  New  York  and  improve  the 
quality  of  horses  that  race  here.  It  is 
estimated  that  the  industry  now  con- 
tributes some  $3.5  billion  to  the  over- 
all economy  of  the  state. 

Where  dairy  farming  has  declined, 
horse  breeding  has  moved  in.  Land 
prices  have  risen  in  response.  One  of 
the  most  desirable  breeding  areas,  for 
example,  is  Dutchess  County,  along 
the  Hudson  River  only  about  IV2 
hours  from  New  York  City.  Its  lime- 
sione-based  soil  (excellent  for  grow- 
ing the  grasses  horses  like)  is  home  to 
some  6,500  Thoroughbreds.  The  aver- 
age per-acre  cost  of  farmland  in  Dut- 
chess County  is  now  $8,000,  up  from 
$4,000  five  years  ago. 

John  Hettinger  has  been  raising 
horses  for  17  years  on  his  400-acre 
Akindale  Farm  in  Dutchess  County, 
not  far  from  Poughkeepsie.  Its  lush, 
rolling  green  pastures  with  miles  of 
black  panel  fencing  surrounded  by 
mature  oak  trees  and  ponds  are  home 
to  90  head  of  horses,  including  mares 
and  foals,  yearlings,  two-year-olds  and 
four  very  well  bred  stallions.  Their 
bloodlines  are  as  rich  as  the  land  on 
which  they  graze. 

Last  year  Hettinger's  Thorough- 
breds earned  him  an  extra  $100,000  in 
breeder  awards  from  the  state, 
$37,000  ih  owner  awards  and  another 
$28,000  hi  stallion  awards. 
9  Sitting  quietly  astride  his  bright 
chestnut  pony,  the  silver-haired  Het- 
tinger explains  why  those  awards  are 
so  important:  "Today  you  can't  get  in 
for  the  tax-shelter  aspect.  You  must 
show  the  Internal  Revenue  Service 
you  are  making  a  go  of  it.  With  this 
program  Nfew  York  horses  have  tre- 
mendous earnings  potential." 

Most  horse  owners  lose  money,  of 
course.  Only  the  lucky  few  like  Het- 
tinger break  even  in  a  good  year. 

William  Welch,  executive  director 
of  the  New  York  Breeding  &.  Develop- 


The  U.S.  Treasury  by  a  mile 


One  reason  horse  owners  are  at- 
tracted by  New  York's  breed- 
ing program  is  that  the  1986  Tax 
Reform  Act  all  but  ruled  out  the 
limited  partnerships  that  made  the 
horse  market  such  a  hot  invest- 
ment in  the  early  1980s.  Gone  are 
the  fat  writeoff  programs  that  en- 
couraged breeding  just  for  the  sake 
of  producing  more  horses.  Today  a 
horse  must  be  a  prize  animal  to 
win  favor  with  the  Treasury. 

When  investors  jumped  into 
horsey  tax  shelters  years  ago,  the 
industry  exploded.  Yearling  prices 
rose  so  sharply  through  the  1970s 
and  early  1980s  that  the  mere  ex- 
pectation of  further  rises,  coupled 
with  tax-shelter  advantages,  be- 
came incentives  to  breed.  Prize 
money  was  merely  gravy. 

hievitable  result:  In  1986,  51,000 
Thoroughbred  yearlings  were  reg- 
istered with  the  Jockey  Club,  dou- 
ble the  number  registered  in  1973. 
Last  year  only  28,000  were  regis- 
tered with  the  club. 

Prices  have  come  off  their  ridicu- 


lous highs.  In  1984  the  average 
price  paid  for  the  best  yearlings  at 
the  summer  select  sales  in  Sarato- 
ga, N.Y.  was  $500,000.  Last  year 
that  price  was  $240,000.  And  27% 
of  the  horses  put  up  for  auction 
couldn't  fetch  the  reserves  (mini- 
mums  owners  insisted  upon). 

Nowadays,  what  the  Internal 
Revenue  Service  agents  want  to 
see  is  a  genuine  profit  motive — 
and  some  genuine  profits — from 
breeders.  An  operation  still  has  to 
show  a  profit  in  only  two  out  of 
every  seven  years.  Yet  the  inves- 
tor must  prove  that  he  is  actively 
involved  and  that  his  goal  is  mak- 
ing money.  What  incentive  pro- 
grams like  New  York's  do  is  pro- 
vide another  channel  for  making 
money  in  the  horse  business  and 
encourage  owners  to  breed  and 
race  winners. 

It's  working.  When  the  gate 
opens  at  the  Kentucky  Derby  this 
year,  there's  a  good  chance  that 
New  York-bred  Champagneforash- 
ley  will  be  ahead  of  the  pack. — K.H. 


ment  Fund,  insists  that  although  Ken- 
tucky usually  gets  the  nod  as  the 
place  to  raise  racehorses.  New  York 
has  more  than  cash  incentives  going 
for  it.  He  claims  the  bluegrass  and 
clover  in  New  York  is  as  good  as  it  is 


farther  south.  Better  yet,  he  says  that 
in  New  York  the  grass  doesn't  bum 
out  in  summer. 

So  hold  the  mint  juleps.  Smart 
horse  owners  are  drinking  Manhat- 
tans these  days. 


'Prices  for  laser  printers  are  dropping  fast,  putting  these 
superior  tools  within  reach  of  most  households. 


A  publishing  house 
in  every  home 


By  Evan  McGlinn 


TIhere  are  several  good  reasons  for 
wanting  a  laser  printer.  They're 
faster  and  quieter  than  conventional 
impact  printers.  And  the  quality  is  so 
good  the  copies  are  suitable  for  fram- 
ing. Lasers  can  also  do  graphics  tricks 
impossible  for  impact  printers — and 
for  not  much  more  money. 

Giants  like  ibm  and  Panasonic  have 
recently  joined  the  parade  of  manu- 


facturers, cutting  the  street  cost  of 
laser  printers  to  $1,000  and  lower  (see 
table,  p.  194). 

The  new  laser  printers  that  are  in- 
tended for  personal  or  small  business 
use  can  print  up  to  12  pages  per  min- 
ute, making  no  more  noise  than  a 
humidifier.  They  can  print  on  just 
about  anything — even  transparen- 
cies— and  you  never  have  to  fiddle 
with  lining  up  the  paper.  For  the  exec- 
utive who  wants  to  get  out  a  few 
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Every  new  BNW,  it  appears,  serves  as  a  magnet  to  attract  the  greatest  Ibi 
automotive  thinlcers.Which  may  be  the  only  credible  tiieory  to  explain  thoi  vii 
existence  of  the  BMW/  750iL.  After  all,  it  takes  a  rare  blend  of  genius  and  !« 
focus  to  create  a  296-horsepower  12-cylinder  engine  so  uncannily  smooths  n 
Or  a  sedan  so  renovmed  for  its  luxury,  yet  perfectly  at  home  on  the  critics' '  ki 


lists  of  the  world^s  most  exhilarating  performance  cars*We  invite  you  to 
visit  your  nearest  BMWdealer  (for  locations,call  800-334-4BMW)  and 
test  drive  the  750iL  sedan:  the  collective  inspiration  of  Europe's 
engineering  elite.You'll  discover  a  car  thcrt  not  only  outclasses 
its  ri vak,  but  completely  outthinks  them,  the  ultimate  driving  machines 


Sorry,  no  trade-ins 


W'hat  do  you  do  with  old  computer  gear  you  no 
longer  need?  Few  dealers  accept  trade-ins.  So  you 
have  three  choices — sell  it  yourself,  give  it  away  or  toss 
it  out. 

There  are  four  common  ways  to  sell:  classified  ads  in 
your  local  newspaper;  the  Boston  Computer  Exchange; 
the  Boston  Computer  Society;  or  Vulcan's  Computer 
Buyers'  Guide. 

The  Boston  Computer  Exchange  links  sellers  and 
buyers  of  used  computers,  printers  and  other  computer 
peripherals.  The  equipment  is  sent  through  the  mail.  It 
costs  $25  to  list  your  equipment  on  the  exchange's 
electronic  bulletin  board  for  six  months  and  there's  a 
10%  commission  if  you  sell.  Buyers  are  also  charged 
$25  for  the  service.  The  exchange  reaches  over  1  mil- 
lion computer  users  through  on-line  services  such  as 
CompuServe  and  Delphi. 

But  forget  about  selling  relics.  Even  old  ibm  pcs  can 
be  a  tough  sell.  Call  800-262-6399,  or  write  P.O.  Box 


1177,  Boston,  Mass.  02103. 

Joining  the  Boston  Computer  Society  for  $40  a  year 
lets  you  place  free  ads  in  its  50  newsletters  and  elec- 
tronic bulletin  boards  reaching  30,000  computer  users 
in  the  U.S.  and  50  other  countries.  An  added  bonus:  a 
helpline  service  for 'answering  troubleshooting  ques- 
tions on  hardware  and  software.  Call  617-367-8080,  or 
write  1  Center  Plaza,  Boston,  Mass.  02108. 

For  $60  you  can  advertise  in  three  monthly  issues  of 
Vulcan's  Computer  Buyers'  Guide.  It  has  a  circulation  of 
150,000  internationally.  Call  800-366-0676,  or  write 
P.O.  Box  55886,  Birmingham,  Ala.  35255. 

What  about  a  charitable  donation?  You  may  find  a 
charity  that  is  interested,  but  only  if  the  equipment  is 
usable.  The  Salvation  Army,  for  example,  will  only 
take  popular  brands  like  ibm,  Apple  and  Radio  Shack. 

Small  wonder,  then,  that  a  lot  of  outdated  computer 
gear  winds  up  in  the  garage  next  to  your  burnt-out  tvs. 
Computer  collectibles,  anyone? — E.M. 


important  letters  on  a  weekend, 
they're  practically  idiot-proof. 

The  faster  the  machine,  the 
more  you'll  have  to  pay.  With  a 
street  price  of  $930,  the  Epson 
EPL-6000  prints  six  pages  per 
minute;  Toshiba's  PageLaserl2 
model,  which  prints  12  pages  per 
minute,  is  available  for  $1,500. 

If  you  own  a  small  business, 
paper  capacity  can  also  be  impor- 
tant. Generally  speaking,  the 
greater  the  capacity,  the  higher 
the  price.  The  $900  Canon  LBP-4 
model  holds  only  50  sheets  of  pa- 
per; Hewlett-Packard's  $1,600  La- 
serJet in  can  handle  up  to  200 
sheets  of  paper  or  15  envelopes 
using  a  special  tray.  Some  laser 
printers  come  with  two  separate 
trays  that  can  be  used  for  corpo- 
rate stationery  and  regular  paper, 
and  most  printers  accommodate 
legal  paper  and  labels. 

If  you  want  to  print  out  some 
fancy  graphs  or  snappy-looking 
reports,  you'll  be  amazed  at  what 
these  new  laser  printers  can  do. 
For  the  most  powerful  graphic 
wizardry,  consider  buying  Adobe 
System  Inc.'s  PostScript — a  cir- 
cuit board  that  goes  into  the 
printer  itself  and  allows  you  to 
use  different-size  fonts,  higher 
graphic  resolution  and  unlimited 
shading,  among  other  things. 
Marry  PostScript  to  a  computer 
loaded  with  the  proper  graphics 
software  (such  as  Aldus  Corp.'s 
PageMaker,  Xerox'  Ventura  Pub- 
lisher and  Adobe's  Illustrator) 
and  you  become  your  own  desk- 
top publisher. 

Price?  About  $500  and  up,  de- 


Laser  printers  to  go 

Make 

Model 

Pages 

per 

minute 

Street 
pricet 

Apple 

LaserWriter  IINTX 
LaserWriter  IINT 
LaserWriter  IISC 

8 

8 
8 

$4,000 
3,050 
1,900 

Canon 

LBP-SUIR 
LBP-SUIT 
LBPSUI 
LBP-4 

8 
S 
8 
4 

3,800» 

3,300* 

1,800 

900 

Epson 

EPL-6000 

6 

930 

Hewlett-Packard 

LaserJet  IID 
LaserJet  lU 
LaserJet  UP 

8 

S 
4 

2,600 

1,600 

900 

reM 

LaserPrinter 
LaserPnnter  E 

10 

5 

1,699 
1,495- 

Okidata 

OkiLaserS40 
OkiLaser820 
OkiLaserSOO 
OkiLaser400 

8 
8 
8 
4 

3,600' 

2,300' 

1,800* 

930 

Panasonic 

KX-P4420 
KX-P4450 

8 
11 

1,700* 
1,099 

Toshiba 

PageLaser6 
PageLaserI2 

6 
12 

1,550* 
1,500 

•Manufacturer's  suggested  retail  price, 
dealers;  averages  40%  below  suggested 

tWhai  you 
retail. 

will  pay 

pending  on  the  printer.  Note: 
Most  companies  sell  printers 
with  PostScript  already  built  in. 
Less  expensive  clones  of  Post- 
Script are  available,  although 
there  might  be  incompatibility 
problems.  Ask  your  dealer. 

What  about  maintenance?  La- 
ser printers  represent  a  huge  ad- 
vance over  impact  printers, 
which  have  awkward  ribbons  to 
replace,  and  many  more  moving 
parts.  Most  lasers  have  single  car- 
tridges containing  toner  and  de- 
veloper that  can  be  changed  in 
about  30  seconds.The  cartridges, 
available  from  computer  dealers, 
last  for  anywhere  between  4,000 
and  10,000  pages,  and  cost  $100 
to  $200,  depending  on  the  model. 

One  big  drawback  is  size.  Hew- 
lett-Packard's LaserJet  III,  for  ex- 
ample, is  about  the  size  of  a  small 
microwave  oven  and  weighs  in  at 
a  bulky  50  pounds — fine  for  the 
office,  but  perhaps  too  large  for 
home  use.  The  HP  LaserJet  IIP  is 
a  more  svelte  25  pounds. 

Big  and  small,  laser  printers  are 
becoming  so  popular  they  are 
eroding  the  bottom  out  of  the 
market  for  impact  printers.  They 
now  sell  for  as  little  as  $150,  de- 
pending on  the  model. 

What's  next?  A  personal  laser 
printer  that  prints  color.  But 
don't  hold  your  breath.  There  arc 
some  color  copiers  and  thermal 
transfer  printers  that  produce  col- 
or, but  true  color  laser  printers 
are  just  beginning  to  surface,  at 
over  $50,000.  Prices  aren't  ex- 
pected to  come  down  soon. 
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He's  wearing  a 

Hart  Schaffner  &  Marx  suit 

from  Diiiard's. 


More  power  to  him. 

The  power  suit  by 
Hart  Schaffner  &  Marx, 
under  the  prestigious 
Gold  Trumpeter  label. 
Navy  worsted  wool, 
available  in  Dillard's 
Men's  Department, 
625.00. 

Order  by  phone: 

1-800-DILLARD 

8  am  to  9  pm  Mon.-Sat. 

12  noon  to  6  pm  Sun.  (CST) 


Dillard's 


Barbara  Jordan.  Cardmember  since  1965. 


Membership 
Has  Its  Privileges'". 


Don't  leave  home  without  it! 

Call  1-800-THE  CARD  to  apply. 


Collectors 


What  will  happen  to  your  cache  of  art  or 
collectibles  after  you  re  gone?  The  taxman 
is  waiting — and  his  meter  is  running. 

Of  guns 
and  taxes 


By  Christie  Brown 


As  A  KID,  John  Watson  Jr.  shared  a 
•hobby  with  his  father — collecting 
old  guns.  Today  the  collection  is 
worth  about  $500,000,  many,  many 
times  the  original  cost. 


Watson,  63,  is  a  trust  and  estate 
lawyer  for  the  New  York  firm  of  Lord 
Day  &.  Lord,  Barrett  Smith.  He  has 
mixed  feelings  about  all  that  apprecia- 
tion. Why?  It's  his  business  to  know, 
all  too  well,  who  is  going  to  be  a 
principal  beneficiary  of  his  collecting 


acumen — Uncle  Sam.  Indeed,  in  his 
work  he  has  witnessed  the  breakup  of 
many  collections  at  the  hands  of  heirs 
needing  to  pay  estate  taxes,  which  run 
as  high  as  60%  even  for  estates  valued 
at  only  a  few  million  dollars.  None- 
theless, Watson  still  collects,  and  has 
no  plans  to  stop.  He  enjoys  his  hobby 
too  much.  His  collection  now  con- 
sists of  175  military  weapons,  some 
dating  back  to  1632. 

It  all  began  in  1943,  when  his  dad, 
who  was  also  a  lawyer,  bought  three 
Civil  War  guns  for  a  total  of  $2.50. 

By  1976,  when  John  Watson  Sr. 
died,  the  team  had  put  together  quite 
an  arsenal — 130  guns.  John  Jr.  inherit- 
ed the  guns  and  had  his  first  encoun- 
ter with  the  taxman. 

The  elder  Watson's  estate  had  to 
pay  $21,000  in  taxes  on  the  collection, 
after  a  dealer  appraised  them  as  being 
worth  $75,000  at  the  time. 

Since  then  many  of  the  guns  have 
appreciated  dramatically.  The  first 
two  guns  alone,  for  example,  are  now 
valued  at  $4,000.  Other  Civil  War  ri- 
fles that  commonly  cost  Watson  $100 
each  in  the  early  1960s  now  fetch 
$1,000  to  $2,000.  Some  of  Watson's 
guns  were  probably  fired  during  some 
of  the  nation's  most  important  bat- 
tles— Saratoga,  Bunker  Hill,  Gettys- 


Photos  by  Pcicr  Grfgoirc 


Rijlcs  (t(jp  to  bottom)  in  John  Watson's  arsenal: 

European  matchlock  military  musket,  circa  1610;  Early  American  Jlintlock  (the  "Kentucky'  Rijle"),  circa  1790; 

European  wheellock  musket,  1632;  (IS.  Army  Civil  War  musket,  1863 
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burg  and  Shiloh. 

"Hie  prize  of  his  collection  is 
a  rare  1847  Colt  Walker  model 
revolver,  acquired  in  1982  for 
$18,000.  It  is  now  appraised  at 
about  $40,000.  The  Colt  Walk- 
er, one  of  the  first  practical 
revolvers  ever  made,  was 
trumpeted  as  the  military 
wonder  of  its  time.  The  U.S. 
Army  ordered  1,000  from  the 
Colt  Co.  Only  200  are  known 
to  exist,  in  part  because  300  of 
the  guns  exploded  when  sol- 
diers first  fired  them. 

As  old  as  they  are,  many  of 
Watson's  guns  still  fire.  Take 
his  1800  British  flintlock  gre- 
nade launcher.  Watson  recent- 
ly demonstrated  it  in  back  of 
his  Essex,  Conn,  home,  using  a 
teimis  ball  instead  of  a  grenade. 
With  its  butt  braced  on  the 
grovind,  he  pulled  the  weapon's 
trigger,  setting  off  the  black 
powder  in  a  whoosh  of  flame 
and  a  blast  like  a  backfire.  Wat- 
son emerged  from  the  smoke 
grinning,  his  sweater  specked 
with  powder  bums.  The  tennis 
ball  was  never  seen  again. 

As  much  as  Watson  still  enjoys  his 
gun  hobby,  however,  he  knows  it 
poses  tax  problems. 

First  is  the  question  of  whether  ex- 
penses are  deductible.  If  you  can  con- 
vince the  IRS  that  you  collect  strictly 
for  investtnent,  and  keep  accurate  rec- 
ords, including  purchase  dates,  prices, 
provenance,  current  values,  etc.,  you 
can  probably  deduct  such  things  as 
insurance,  relevant  publications  and 
travel  to  sales  and  auctions,  for  exam- 
ple (to  the  extent  that  such  deduc- 
tions exceed  2%  of  your  adjusted 
gross  income). 

But  this  can  be  dicey  business  in  a 
tax  audit  if  your  collection  is  really  a 
hobby.  Watson,  who  admits  he  is  in  it 
for  fun,  does  not  deduct  those  ex- 
penses. "I  prefer  to  err  on  the  conser- 
vative tax  side  because  of  my  profes- 
sion," he  states. 

Why  not  simply  "forget"  to  tell  the 
IRS  of  your  stash  of  collectibles?  They 
may  not  be  as  easy  to  hide  as  you 
might  think.  Warns  Watson:  "Most 
people  think  you  should  sneak  the 
stuff  out  the  back  door  before  the  tax- 
man  comes,"  he  says.  "It's  a  stupid 
mistake."  Why? 

Well,  ho\Y  are  you  going  to  sell  the 
collection?  You  can't  advertise  its 
sale  without  possibly  alerting  the  irs, 
for  example.  And  the  purchaser  could 
face  problems,  too,  when  he  disposes 
of  collectibles  bought  under  the  table, 
without  a  clean  provenance.  (When 
the  IRS  finds  an  unrecorded  sale  of 


collectibles,  and  no  records  exist  of 
their  purchase,  "it  assumes  the  cost 
basis  is  zero,"  explains  Watson.  So  the 
entire  sale  price — not  just  the  gain — 
would  be  subject  to  taxes.) 

Worse,  if  you're  found  out,  the  legal 
penalties  can  be  stiff,  even  if  the  ac- 
tion was  naive.  For  example,  a  client 
of  Watson's  inherited  a  bam  full  of 
junk.  Thinking  nothing  of  it,  he  sold 
the  junk  at  auction  for  around 
$30,000,  never  telling  Watson  or  his 
"accountant.  But  the  irs  found  out 
about  the  sale  through  a  routine  audit. 
Fortunately,  the  client  had  other,  un- 
realized losses  that  wiped  out  the  auc- 
tion gains.  Otherwise,  the  irs  could 


Watson  with  "Brown  Bess" 
British  army  issue  bt^ore  1830. 


have  sued  for  penalties,  inter- 
est and  tax  fraud — which  is  a 
criminal  offense. 

The  IRS  routinely  checks 
auction  house  records  to  de- 
tect unrecorded  sales,  and  em- 
ploys an  eight-person  art  advi- 
sory staff  for  evaluating  art. 

Of  course,  you  can  leave  the 
collection  tax  free  to  your  hus- 
band or  wife,  but  when  he  or 
she  dies,  the  problem  resur- 
faces. Under  current  tax  law, 
there  is  a  $600,000  estate-tax 
exclusion.  But  if  you  can  af- 
ford a  six-  or  seven-figure  col- 
lection, the  chances  are  you 
have  other  assets  you  want  to 
pass  along  that  will  use  up  that 
$600,000  exclusion  in  a  big 
hurry.  The  rates  start  at  18%, 
and  ratchet  up  fast:  At  $1  mil- 
lion, the  rate  is  41%;  at  $3 
million,  it's  55%;  and  at  $10 
million,  it's  60%.  At  $21  mil- 
lion, it  drops  back  to  55%. 
There  are  frequently  state  tax- 
es as  well. 

So  what  does  a  smart  tax 
lawyer  like  Watson  do  to  ease 
the  pain?  Using  the  unlimited  marital 
deduction,  Watson  has  willed  his  gun 
collection  outright  to  his  wife,  Aud- 
rey. When  the  gxins  do  pass  to  her,  the 
collection  will  be  valued.  That  will 
become  her  cost  basis,  although  no 
tax  will  then  be  due. 

Eventually,  of  course.  Uncle  Sam 
will  get  his  chunk — when  Audrey  dis- 
poses of  the  collection.  While  she  is 
living,  of  course,  she  can  give  away 
some  of  the  guns  in  the  collection 
without  paying  any  tax,  but  not  much 
(the  limit,  remember,  is  $10,000  a 
year  per  recipient). 

What  about  a  generation-skipping 
trust  for  the  grandchildren?  Watson 
decided  against  it,  for  three  reasons. 
First,  he  wants  his  wife  to  be  able  to 
sell  or  give  away  the  guns  if  she  wants 
to.  Second,  Watson  has  other  assets  he 
is  leaving  to  his  grandchildren  in  such 
a  trust.  And  generation-skipping 
trusts  valued  over  $1  million  are 
taxed  at  55%. 

Since  the  guns  are  not  in  trust,  Aud- 
rey's own  estate  will  get  at  least  some 
tax  relief  when  she  passes  on.  She  has 
her  own  $600,000  exclusion. 

Obviously,  you  have  to  sit  down 
with  a  tax  pro  and  explore  all  the 
options  if  you  own  a  valuable  collec- 
tion. One  good  source  of  information 
is  Art  Law,  the  Guide  for  Collectors,  Inves- 
tors, Dealers,  and  Artists  by  Ralph  Ler- 
ner  and  Judith  Bresler,  published  by 
the  Practising  Law  Institute  ($30).  Ah, 
the  tyranny  of  possessions. 
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It  takes  an  Astra 
to  beat  an  Astra. 
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Meet  the  new  Astra  SP. 
Meet  special  performance. 


eet  the  new 
standard  in 
,  business  jet       "" : 
design.  With  more  per-   „ 
fornnance.  technology, 
comfort  and  value: 
the  incredible  new  T    .. 

Astra  SP. 

New  aerodynamic  —  :^ 

and  configuration 
improvements  provide       /> 
superior  hot  day.  high       L/ 
altitude  takeoff  per-        i  j 
formance.  For  exam-  '■ 

pie.  on  a  hot  (ISA  +  .5 

23°  C)  day.  Astra  SP  is 
the  on/y  mid-size  busi-  I 
ness  jet  capable  of 

flying  from  Mexico  City  to  New  York  with 
four  passengers  and  NBAA/IFR  fuel 
reserves.  What's  more,  when  compared 
with  published  B/CA  Handbook  data. 
Astra  SP  has  the  fastest  time  of  any 
business  jet  for  a  1 .000-mile  trip.*  Now 
that's  special  performance! 

And  we're  the  only  midsize  aircraft 
offering  the  combination  of  advanced  sym- 
bology  and  sophisticated  all-digital  avionics 
as  standard  equipment.  Including  a  five- 
tube,  six-inch  EFIS;  communications/naviga- 
tion equipment;  and  new  autopilot  with 
AHRS  inputs  for  unsurpassed  flight  control. 
The  flight  crew  gets  more  accurate  infor- 
mation faster,  for  a  smoother,  safer  ride. 

*  Based  on  1 989  Business  and  Commercial  Aviation  Handbook. 


Our  all-new  interior 
was  created  by  apply- 
'  ing  the  advanced  tech- 
f      I  niques  of  computer 
I  aided  design  to  the 
science  of  human  engi- 
'%      neering.  There's  even 
an  optional  seat  with 
======^  unique  universally 

adjustable  arm  and 
\  headrests  that  con- 
^jl  form  to  individual 

J  proportions  to  help 

reduce  fatigue  on  long- 
-  distance  flights.  The 

:   result:  a  spacious,  com- 

i  fortable  environment 

that's  in  keeping 
with  the  aircraft's  extraordinary  global 
capabilities. 

In  your  highly  charged  business  world. 
Astra  SP  will  give  you  a  level  of  perform- 
ance and  pure  value  that  cannot  be 
equalled  by  any  other  business  jet. 

For  more  details,  send  us  the  coupon 
below.  Or  call  our  President.  Roy  Bergstrom. 
at  (609)  987-1 125.  And  meet  the  new 
standard  in  business  jet  design. 


Roy  E.  Bergstrom,  President  FB 

ASTRA  JET  CORPORATION 

4  IndeperxJence  Way 

Princeton,  NJ  08540 

I'm  ready  to  meet  the  new  standard  in  business  jet  design. 

D  Please  send  me  complete  information. 

D  Contact  me  to  arrange  a  demonstration. 


Astra  SP  over  the  White  Cliffs  of  Dover. 
From  here.  Rio  de  Janeiro  can  be 
reached  in  one  stop,  via  Cape  Verde. 
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IM  CURRENTLY  FLYING  A 


Leadership... by  design 


Careers 


Japan  s  Ministry  of  International  Trade  & 
Industry  pays  poorly  and  demands  brutal 
hours.  Yet  it  attracts  some  of  Japans  best 
and  brightest.  Meet  one  of  them. 

''There  is  a  sense 

of  running 

the  country" 


By  Andrew  Tanzer 


T|he  pay  is  mediocre,  the  hours 
long  and  vacations  short.  Work- 
ing conditions?  A  squat  building 
in  downtown  Tokyo  with  dingy  corri- 
dors, pockmarked  tile  floors  and 
cheap  metal  desks  that  wouldn't  look 
out  of  place  in  Bucharest.  Despite 
such  drab  surroundings,  Japan's  high- 


ly respected  Ministry  of  International 
Trade  &.  Industry  continues  to  attract 
the  country's  finest  college  graduates. 
One  such  is  Kazumasa  Kusaka,  now 
42,  who  heads  miti's  nuclear  energy 
industry  division.  Kusaka  joined  miti 
20  years  ago,  just  after  he  graduated 
from  Tokyo  University,  Japan's  most 
elite  institution  of  higher  learning. 
During  job  interviews  in  his  senior 


year,  Kusaka  received  offers  from  big 
private  companies  such  as  Nippon 
Steel  and  Sumitomo  Bank,  but  he 
chose  to  enter  miti.  Says  he,  "The 
choice  was  to  endure  20  to  30  years  in 
a  large  company  dreaming  that  one 
could  become  a  board  member  and  get 
power  and  money,  or  get  two-thirds  of 
the  salary  in  miti  but  have  challenges 
and  responsibilities  even  in  the  first 
ten  years." 

It  is  not  uncommon,  for  example, 
for  miti  bureaucrats  in  their  late  20s 
to  be  drafting  legislation  for  parlia- 
ment or  meeting  with  board  members 
of  major  companies  who  are  30  years 
their  senior.  Says  Kusaka,  "There  is  a 
sense  of  running  the  country.  Perhaps 
it's  an  illusion,  but  that  mind-set  real- 
ly motivates  officials  to  work  hard 
without  financial  incentives." 

In  Japan,  government  ministries 
promote  from  within,  and  one  climbs 
the  ladder,  rung  by  rung.  Unlike  in  the 
U.S.,  there  is  no  danger  that  a  consci- 
entious bureaucrat  will  one  day  find 
himself  taking  orders  from  an  inexpe- 
rienced political  appointee  suddenly 
moved  in  over  him. 

Kusaka  is  on  the  fast  track.  The  best 
bureaucrats  at  miti  distinguish  them- 
selves by  being  assigned  to  challeng- 
ing jobs,  such  as  monitoring  big  in- 
dustries like  autos  and  computers,  or 
negotiating  hot  issues  like  trade  rela- 


Torin  Bo>'d 


Kazumasa  Kusaka,  chief  of  Mil  Ts  nuclear  euerg)'  industry^  dii'ision 
Beating  high  odds  to  get  into — and  stay  in — government  service. 
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A  rose  at  turndown 
service.  A  truffle 
on  your  pillow.  That's 
l-iotel  Sofitel,  in  six 
U.S.  cities  wtiere  your 
business  ta/ces  you. 
Our  tiotels  are  comfort- 
able, styiiih.  modern. 
With)  superb  cuisine.  A 
welcome  Frencti  toucti. 
And  moderate  in  size 
for  personal  attention, 
including  concierge 
service.  Sofitel. 
Ask  your  travel  agent 
or  call  ResinTer, 
1-800-721-4542. 


Hotel 
Sofitel 


® 


A  WOffLDWIOe  QUAUTY  SERVICE  OF  ACCOR 

CHICAGO       HOUSTON 

Af  Near 

O'Hare  Intercontinental 

Airport  Airport 


LOSANGELBS 

At 
Beverly 
Center 


MIAMI 

Near 

International 

Airport 


MINNEAPOLIS 

Near 

international 

Airport 


SAN  FRANCISCO  BAY 

At 

Redwood 

Shores 


(ions  with  the  U.S.  and  the  European 
Community.  Xusaka,  for  example, 
was  transferred  in  1971  to  the  textile 
products  department  when  it  was  in 
the  final  stages  of  negotiating  Japan's 
first  major  trade  dispute  with  the  U.S. 
He  moved  to  autos  in  the  late  1970s  as 
conflict  with  the  U.S.  erupted.  In  1987 
he  went  to  miti's  trade  policy  plan- 
ning division  to  help  develop  a  new 
strategy  for  negotiations  with  the  U.S. 

Does  such  a  world-beater  feel  stuck 
heading  the  nuclear  power  depart- 
ment? No.  In  Japan,  nuclear  power 
remains  a  hot  issue.  Dependence  on 
energy  imports  is  one  of  the  Japanese 
economy's  biggest  weaknesses.  Re- 
cently an  antinuclear  movement 
made  up  of  housewives,  farmers  and 
left-wing  extremists  has  been  trying 
to  block  construction  of  new  plants. 
Hence,  the  personable  and  unflappa- 
ble Kusaka  was  called  in  to  set  up 
town  meetings  in  local 
strongholds  of  antinu- 
clear advocates. 

Kusaka  is  an  Osaka 
native  whose  father  was 
executive  vice  president 
of  Norinchukin,  a  large 
agricultural  bank.  Like 
all  of  Japan's  elite  bu- 
reaucrats, he  entered 
MiTi  after  passing  the 
rigorous  civil  service  ex- 
amination. Last  year 
only  about  4%  of  the 
12,000  test  takers 
passed,  miti  usually 
takes  26  or  27  generalist 
college  graduates  a 
year — 80%  of  them  from 
Tokyo  University  and 
almost  all  of  them  men. 

Seniority  at  miti  is  so  strict  that 
bureaucrats  talk  of  colleagues  being 
in  classes.  Kusaka,  for  example,  is 
considered  a  member  of  the  class  of 
1970,  because  that's  the  year  he  en- 
tered MITI.  In  miti's  rigid  hierarchy, 
classmates  .become  good  friends: 
They  drink  and  play  golf  and  tennis 
together.  This  creates  a  team  spirit 
and  sense  of  pride.  Generalists,  the 
MITI  men  move  up  by  seniority  for  13 
or  14  years,  rotating  every  2  years  into 
a  broad  variety  of  jobs  in  miti's  four 
main  areas:  industry,  trade,  energy 
and  technology. 

Kusaka's  starting  salary  was  $1,000 
a  year.  Today  miti's  starting  pay  is 
much  better — $20,000,  rising  to 
$33,000  after  10  years  of  experience 
and  $57,000  after  20  years.  This  is 
about  a  third  less  than  starting  pay  for 
top  graduates  who  go  to  work  for  pri- 
vate companies 

Hours?  Nine-thirty  a.m.  to  10:30 
p.m.  is  standard;  in  hot  spots  like  the 


Americas  desk,  where  Kusaka  has 
served,  the  day  often  ends  at  3  a.m. 

At  the  age  of  35  or  36,  miti  class- 
members  face  their  first  weeding  out 
process,  when  the  fast-trackers  are 
moved  into  the  more  important  posi- 
tions, though  titles  remain  similar. 
Higher  up,  the  work  becomes  more 
managerial  and  policy-oriented,  and 
the  bureaucrats  spend  more  time 
meeting  with  politicians,  business  ex- 
ecutives, academics,  the  press  and  the 
public. 

The  second  weeding  out  stage  is 
after  25  years,  at  age  47.  Those  who  do 
not  make  the  fast  track  by  then  are 
quietly  advised  to  take  early  retire- 
ment. "You're  tapped  on  the  shoulder 
and  told  it's  time  for  you  to  start 
thinking  about  your  future,"  explains 
Kusaka.  miti  helps  place  the  early  re- 
tirees in  other  government  agencies 
or  in  the  private  sector,  where  they 


Monday  morning  staff  meeting 

Japan's  bureaucrats  climb  rung  by  rung. 


can  win  a  substantial  pay  increase. 

Several  class  members  fade  away 
each  year  for  the  next  three  or  four 
years  until  the  penultimate  winnow- 
ing date,  when  only  four  or  five  are 
promoted  to  director-general  posi- 
tions. The  director-generals  compete 
for  about  four  years  for  the  grand 
prize,  elevation  to  administrative  vice 
minister,  the  top  career  spot  in  miti 
and  a  position  of  enormous  prestige. 
When  a  class  member  is  promoted  to 
vice  minister,  his  remaining  class- 
mates are  expected  to  resign. 

The  vice  minister,  who  usually 
serves  only  one  year,  automatically 
becomes  leader  of  the  class  and  is 
expected  to  help  his  departing  class- 
mates find  useful  employment  in  the 
private  sector.  The  Japanese  call  this 
move  from  government  to  private  in- 
dustry amakudari,  "descent  from 
heaven."  A  former  miti  director-gen- 
eral or  vice  minister  is  almost  assured 
a  hoard  position  at  a  major  corpora- 


tion, which  can  pay  at  least  $200,000 
a  year.  Jokes  Kusaka,  "An  cx-miti  offi- 
cial is  useful  as  an  adviser,  but  they're 
not  so  useful  in  running  a  company." 
Kusaka  has  a  leg  up  on  some  of  his 
colleagues  in  that  he  was  selected  in 
1975  to  study  abroad,  as  were  5  other 
of  his  18  classmates.  He  received  a 
master's  degree  from  Princeton's 
Woodrow  Wilson  School  of  Public  &. 
International  Affairs  in  1977.  Three 
years  later  he  married  his  wife,  who 
also  worked  in  miti.  While  abroad, 
MITI  bureaucrats  are  expected  to  learn 
English  and  to  gain  a  better  under- 
standing of  Americans,  because  al- 
most all  of  the  bureaucrats  will  be 
engaged  in  trade  talks  with  the  U.S.  at 
some  point  in  their  careers. 

Kusaka  was  lent  to  the  Organiza- 
tion for  Economic  Cooperation  &  De- 
velopment's Paris-based  International 
Energy  Agency  from  1984  to  1987, 
where  he  served  as  head 
of  the  conservation  divi- 
sion. MITI  officials  typi- 
cally serve  overseas 
twice  in  their  careers,  so 
Kusaka  will  probably  be 
posted  abroad  again. 
Likely  posts?  Economic 
minister  in  a  major  Japa- 
nese embassy  or  head  of 
a  Japan  External  Trade 
Organization  mission  in 
a  major  foreign  capital. 
Kusaka  will  probably  at 
some  point  return  to 
trade  policy  planning, 
his  first  love. 

What  qualities  put  Ku- 
saka on  the  fast  track? 
For  a  clue,  look  at  the 
reasons  Kusaka  was  se- 
lected to  combat  the  swelling  move- 
ment against  nuclear  power.  Besides 
being  fully  capable  of  grasping  the 
technological  aspects  of  nuclear  pow- 
er, Kusaka  is  quick  on  his  feet,  and  he 
comes  across  as  sincere,  persuasive, 
reasonable  and  diplomatic. 

None  of  this  is  to  say  that  the  U.S. 
civil  service  does  not  attract  a  good 
number  of  smart  and  qualified  people, 
but  the  fact  is  that  the  most  aggres- 
sive young  Americans  opt  for  the  pri- 
vate sector,  where  there  is  fatter  pay, 
faster  advancement  and,  to  be  honest 
about  it,  much  more  prestige.  Our 
system  and  theirs  are  products  of  ex- 
tremely different  cultures,  but  there 
is  no  denying  that  Japan's  top-notch 
civil  service  sometimes  gives  it  an 
edge  these  days. 

By  the  way,  how  docs  Kusaka  view 
the  current  U.S. -Japanese  trade  de- 
bate? Says  he,  "Like  a  married  couple, 
our  relationship  is  so  close  that  we 
often  quarrel."  ■ 
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When  You  Can^t 

Put  Gratitude  Into  Words, 

Put  It  Into  a  Box. 


Tiffany's  Corporate  Division  has  an  innate 
advantage  in  developing  your  incentive  and  service 
recognition  programs.  Because  nestled  inside  every  Tiffany 
blue  box  is  a  gift  of  exquisite  craftsmanship  and  exclusive 
design.  A  gift  from  Tiffany  &  Co.  works  harder  at  motivating 
and  rewarding  dedicated  employees  for  many  of  the  world's 
most  prestigious  companies. 

You  can  rely  on  Tiffany's  Account  Managers  to 
create  a  unique  program  to  match  your  company's  specific 
needs  and  budget.  We  will  also  implement  and  maintain  the 
program  in  partnership  with  you  to  ensure  its  maximum 
efficiency. 

You  may  choose  from  our  selection  o.  classic  Tiffany 
merchandise  including  our  new  collection  of  corporate  jewelry. 
If  you  wish,  we  can  personalize  items  with  your  company  logo. 
Whether  you're  celebrating  a  sales  achievement  or  applauding 
a  lifetime  of  service,  put  the  Tiffany  advantage  to  work  for  your 
company.  To  order  a  corporate  catalogue,  open  an  account,  or 
place  an  order,  call  The  Corporate  Division  at  1-800-423-2394. 


Tiffany  &  Co. 

NEW  YORK  BEVERLY  HILLS  CHICAGO  DALLAS  HOUSTON   PHILADELPHIA 
BOSTON  ATLANTA  SAN  FRANCISCO  WASHINGTON  DC  DETROIT  SOUTH  COAST  PLAZA 


Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


I  got  hurt, 

but  the  taxpayer 

got  hurt  worse 


Fl  or  corporate  raider  Irwin  Jacobs 
the  light  at  the  end  of  the  tunnel 
has  just  turned  out  to  be  a  freight 
train.  Jacobs,  ever  the  contrarian, 
bought  a  7.2%  stake  in  ailing  Colum- 
bia Savings  &.  Loan  of  Beverly  Hills 
earlier  this  year.  With  Columbia's 
stock  trading  at  about  1  'A,  it  seemed  a 
bargain.  Why,  with  even  a  modest  re- 
covery in  the  thrift's  $4  billion  portfo- 


lio of  junk  bond  holdings,  the  stock 
would  jump. 

Early  this  month  Columbia  •  an- 
nounced a  $470  million  writedown  on 
its  junk  bonds,  a  move  that  shoved 
the  thrift  into  insolvency.  In  frantic 
Monday  morning  trading  on  Apr.  2, 
the  stock  crashed  from  1  Vs  to  Vs,  giv- 
ing Jacobs  a  paper  loss  of  more  than  $  1 
million  in  less  than  an  hour. 

Jacobs  is  peeved.  The  villain,  he 
says,  is  Congress.  By  forcing  thrifts 
to  mark  their  hefty  holdings  of  junk 
bonds  to  market.  Congress  effective- 
ly pushed  junk  bond  prices  down; 
but  by  forcing  the  thrifts  to  move 
en  masse.  Congress  risks  creating 
a    snowball    effect,    nudging    many 


thrifts  toward  insolvency.  "Basically 
the  government's  wiping  out  their 
own  equity,  because  now  they  gotta 
come  in  and  bail  this  whole  thing 
out,"  grumbles  Jacobs.  "And  it's  the 
taxpayers  who  end  up  paying  for  it — 
in  spades." 

He's  got  a  point.  While  Columbia's 
recent  collapse  cost  Jacobs  perhaps  $  1 
million,  if  the  government  takes  con- 
"^trol  of  the  sick  thrift,  the  cost  to  tax- 
payers could  run  as  high  as  $  1  billion. 


Out  of  the  burning  bed 

Iast  year's  $1  billion  leveraged 
I  buyout  of  Ohio  Mattress  Co.  was 
so  overpriced  that  Wall  Street  dubbed 
the  deal  "the  Burning  Bed."  Now  Er- 
nest Wuliger,  Ohio  Mattress'  ex-chief 
executive,  is  rising  from  the  ashes. 

Wuliger  is  a  master  salesman  who 
arm-twisted  the  buyout  firm  of  Gib- 
bons, Green,  van  Amerongen  into 
paying  $1  billion — a  scary  1.5  times 

U\-ne  Kenneth' 


Corporate  raider  fruin  Jacobs 

"The  government's  wiping  out  their  own  equity. 


206 


FORBES,  APRIL  30,  1990 


SAKS  FIFTH  AVENUE 


POUR 
NS\EUR 


TOItETTE 

ONCENTR6E 
SPRAY 

HANEL 


POUR 
(V\ONSlEU 


PLEASE 

FROM  U^ 
POSITIVE 
WH 
THE  MA 


ASSOCIATION  OF  LOYAL  MACALLAN  DRINKERS  TO  PREVENT  THE 


REFRAIN 

ING  ANY 
DJECTIVES 
SCRIBING 
CALLAN. 


OVEREXPOSURE  OF  ^^^^^1£^^  SINGLE  MALT  SCOTCH, 


Fortunately,  The  Macallan  is  43%  Ale.  by  Vol.  Unfortunately,  it  is  widely  distributed  by  Premiere  Wine  Merchants,  Inc.,  New  York,  N.  Y. 
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Ex-chairman  Wuliger  of  Ohio  Mattress 
He  sold  high;  will  he  bug  low? 

sales — to  take  Ohio  Mattress  private. 
Over  the  previous  five  decades,  Wu- 
hger  helped  build  Ohio  Mattress  into 
the  nation's  largest  mattress  manu- 
facturer, substantially  through  acqui- 
sitions. As  the  largest  shareholder, 
Wuliger  pocketed  at  least  $60  million 
in  the  buyout  and  yielded  to  a  succes- 
sor picked  by  Gibbons,  Green. 

Now  Wuliger  wants  to  get  back  into 
the  bed  business.  "Selling  mattresses 
is  the  most  fun  there  is,  next  to  play- 
ing with  my  grandchildren,"  says  Wu- 
liger, 69.  He  won't  name  names,  but 
competitors  are  guessing  that  his 
most  likely  target  is  Atlanta-based 
Simmons,  maker  of  Beautyrest  mat- 
tresses. Simmons  could  use  some 
fresh  capital:  Its  employee  stock  own- 
ership plan  took  on  substantial  debt 
to  buy  the  company  in  January  1989 
for  over  $220  million.  Another  possi- 
bility for  Wuliger  is  Spring  Air,  an 
alliance  of  17  manufacturing  licens- 
ees with  combined  aimual  sales  of 
$213  million. 

One  thing  is  certain:  Having  sold 
for  a  sky-high  price,  Wuliger  isn't 
likely  to  pay  one. — Reed  Abelson 


ESOP-ing  the  Soviet  Union 

How  can  the  Soviet  Union  and 
Eastern  Europe  speed  up  their 
painful  progress  toward  a  market 
economy?  John  Menke  thinks  the 
governments  should  sell  state  compa- 
nies to  their  employees.  He'll  be  glad 
to  help  them.  Menke,  47,  is  president 
of  Menke  &i  Associates,  Inc.,  a  San 
Francisco  financial  adviser  that  since 
1974  has  quietly  created  some  800 
employee  stock  ownership  plans. 

In  February  Menke  initiated  four 
Esops  that  are  among  the  first  in  East- 
em  Europe.  All  of  them  are  in  Hunga- 
ry, the  Eastern  bloc  country  that  has 
moved  furthest  from  socialism. 

But  the  big  prize,  thinks  Menke, 
will  be  the  Soviet  Union,  where  one 
experimental  esop  is  operating  suc- 
cessfully and  two  more  just  got  gov- 
enmient  approval.   Menke  recently 


visited  Moscow  and  hired  Valery  Rut- 
gaizer,  the  pioneer  of  Soviet  esops. 

Soviet  legislators  and  bureaucrats 
are  still  bickering  over  the  form  that 
privatization  will  take,  but  once  they 
stop  dithering,  the  wherewithal 
should  be  no  problem:  With  few  con- 
sumer goods  to  buy,  Soviet  citizens 
have  amassed  a  mountainous  hoard  of 
♦savings — some  450  billion  rubles. 
That's  $720  billion  at  the  ludicrously 
high  official  exchange  rate  and  $27 
billion  at  the  more  realistic  rate  of- 
fered in  Vienna.  Swapping  some  of 
that  cash  for  stock,  Menke  thinks, 
will  help  transform  Soviet  society. 
Says  he,  "There's  no  better  way  for 
the  Soviets  to  sponsor  a  middle  class." 

But  true  socialism  is  based  on  elim- 
inating the  middle  class,  and  the 
U.S.S.R.  is  far  from  repudiating  social- 
ism. So  it  would  take  time  for  the 
Soviets  to  accept  private  ownership  of 


Jamie  Tanaka 


Employee  ownership  expert  John  Menke 
Eagerly  eyeing  Soviet  mavinge. 
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How  do  you 
make  the  most  of 
a  $50  million 
business? 


If  you've  been  successful  at 
building  your  own  business, 
you  deserve  bankers  who 
understand  your  entrepre- 
neurial spirit  -  bankers  who 
can  help  you  maximize  the 
rewards  of  the  business 
you've  created. 

Which  is  exactly  what 
J.R  Morgan  offers  you.  We're 


not  just  passive  caretakers 
of  wealth.  We  can  be  your 
active  partners  in  managing 
your  company's  financial 
affairs. 

We  pay  attention.  We  lis- 
ten hard.  And  we  build  close 
and  enduring  financial 
relationships  that  allow  our 
clients  to  focus  on  what  they 
want  to  accomplish. 

At  Morgan,  we  adapt  our 
skills  and  services  to  meet 
your  specific  needs.  We  can 
manage  your  investments 
or  arrange  a  private  place- 
ment; provide  a  bank  loan 
that  complements  your 


financial  strategy  or  handle 
trust  and  estate  matters  for 
your  partners  and  family; 
help  you  expand  your  busi- 
ness or,  if  you  so  decide, 
help  advise  you  on  the 
complex  questions  arising 
from  a  possible  sale. 

Whatever  your  require- 
ments, we  have  the  experi- 
ence and  sophistication  to 
help  you  handle  them 
quickly  and  effectively. 

And  our  private  bankers 
have  access  to  all  the 
resources  of  Morgan's  global 
organization  to  use  on  your 
behalf- the  same  analysts. 


traders,  financial  strategists, 
technology,  and  underly- 
ing capital  strength  that 
serve  the  world's  largest 
corporations. 

If  you'd  liiie  a  more  active 
approach  to  private  banking 
for  substantial  private  enter- 
prises, we  invite  you  to  meet 
with  us.  Call  Melissa  F.  Fetter, 
Vice  President,  Morgan 
Guaranty  Trust  Company,  444 
S.  Flower  Street,  Los  Angeles, 
CA  90017.  (213)  489-9374. 


Private  Banking  at  Morgan 


C  1990  J.P  Morgan  &  Co.  Incorporated,  parent  of 
Morgan  Guaranty  Trust  Company  (Member  ¥D\Q 
and  other  J.R  Morgan  subsidiaries 


JPMorgan 


Let  Lufthansa  take  you  to  the  place 
where  the  climate  keeps  getting  warmer. 
Eastern  Europe. 


People  expect  the  world  of  us. 


Remember  the  Iron  Curtain?  Not  so  long  ago, 
Eastern  Europe  seemed  remote  and  uninviting 
to  travellers  from  the  West. 
Today,  of  course,  the  climate  has  improved  dra- 
matically. And  while  many  western  airlines  are 
just  now  beginning  to  open  up  routes  to  the 
East,  to  Lufthansa,  Eastern  Europe  is  already 
familiar  ground. 

In  fact,  no  other  airline  flies  to  more  countries  in 
Eastern  Europe  than  Lufthansa.You  will  even  find 
Lufthansa  offices  throughout  Eastern  Europe, 
staffed  by  people  who  have  the  experience  to 
help  you  with  local  travel  arrangements,  hotels, 
rental  cars  and  more. 

As  western  travellers  rediscover  Eastern  Europe, 
no  wonder  so  many  take  the  airline  that  never  left. 

Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  0*lta, 
USAir  and  Continental/Eastern  See  your  Travel  Agent  tor  d«t«IH. 


Church  &  Dwight  Chairman  Dwight  Minton 

Baking  soda  sales  are  up,  hiit  "dont  spend  the  dividends  yet." 


Thomas  lannuzzi 


factories.  Menke  argues,  perhaps  too 
optimistically,  that  esops  offer  a  way 
between  capitalism  and  socialism. 

"It's  very  ironic,"  says  Menke. 
"Here  are  the  Soviets,  begging  for  U.S. 
expertise  on  how  their  workers  can 
control  the  means  of  production." 

Cover  your  ears,  Karl  Marx. 


Growth  product, 
144  years  old 

No  complaints  about  environmen- 
tal activists  from  Dwight  Minton, 
55,  who  heads  Princeton,  N.J. -based 
Church  &.  Dwight  Co.,  the  maker  of 
Arm  &  Hammer  baking  soda.  Minton 
is  the  fifth  generation  of  his  family  to 
run  the  publicly  owned  but  family- 
controlled  company  (1989  revenues, 
$388  million).  Since  1846  the  sodium 
bicarbonate  in  the  yellow  box  has 
been  a  staple  of  the  American  house- 
hold. These  days  envirormientalists 
are  hailing  it  as  a  wonder  compound 
that  can  substitute  for  everything 
from  oven  cleaner  to  scouring  powder 
to  drain  cleaner  to  silver  polish.  And 
it  comes  in  a  biodegradable  box. 

So  Minton  is  exploring  additional 
uses  for  his  baking  soda,  which  is  re- 
fined from  mineral  salts  mined  in  Wy- 
oming. So  far  his  researchers  have 
come  up  with  a  paint  stripper  and 
blasting  powder  for  industrial  clean- 
ing. At  least  one  public  utility  is  in- 
jecting baking  soda  into  the  gas 
streams  en;anating  from  power  plants 
to  reduce  toxic  emissions.  Towns 
have  begun  adding  baking  soda  to  wa- 
ter supplies  to  cut  lead  and  neutralize 
excess  acidity.  Minton  thinks  his 
paint  stripper  could  someday  bring  in 
$50  million  to  $100  million  in  sales. 
"But,"  he  adds  with  a  laugh,  "I've  told 


our  shareholders  not  to  run  out  and 
spend  the  dividends  from  it  yet." 

Adds  Minton:  "Getting  basic  hu- 
man habits  to  change  is  something 
that  will  happen  much  more  slowly 
than  environmentalists  would  like." 
Indeed,  Church  &  Dwight 's  share 
price  already  discounts  substantial 
growth.  After  five  years  of  16%  aimu- 
al  sales  growth  and  10%  earnings 
growth,  the  shares  trade  over-the- 
counter  at  around  16,  for  a  price/earn- 
ings ratio  of  16  based  on  expected 
1990  profits. 


Land  of  the  rising  bun 

As  a  young  stockbroker  for  Nikko 
.Securities  in  Los  Angeles  in  the 
1960s,  Satoshi  Sakurada  fell  in  love 
with  that  most  American  of  foods:  the 
hamburger.  In  1972,  a  year  after 
McDonald's  entered  the  Japanese 
market,  Sakurada  went  to  Tokyo  to 
start  his  own  hamburger  chain. 

Today,  as  president  of  mos  Food 
Services,  Inc.,  Sakurada,  53,  presides 
over  the  fastest-growing  fast-food 
chain  in  Japan.  Sales  at  mos — which 
stands  for  mountain,  ocean,  sun — 
have  quadrupled  over  the  past  four 
years,  to  $1 72  million,  while  net  earn- 
ings are  at  $10  million. 

The  heart  of  Sakurada's  empire, 
which  also  includes  more  than  two 
dozen  Chinese  and  Japanese  fast-food 
joints,  is  his  network  of  860  mos  Bur- 
ger franchised  outlets.  Sakurada  clev- 
erly avoided  competing  head-on  with 
McDonald's.  While  most  of  Japan's 
golden  arches  have  risen  above  large 
restaurants  on  fancy  urban  thorough- 
fares, Sakurada  remembered  a  lesson 
from  his  youth:  "In  Japan,  you  often 
find  the  most  popular  restaurants  on 
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side  streets,  not  on  main  roads."  So 
MOS  Burger  has  concentrated  on  small 
shops  on  side  streets,  in  the  suburbs 
and  in  secondary  commercial  areas, 
where  rents  are  lower. 

While  McDonald's  targeted  kids 
and  teenagers,  Sakurada  went  after 
the  adult  market  and  adapted  his 
products  to  Japanese  tastes,  mos  Bur- 
ger's mainstay  is  a  patty  of  mixed  beef 
and  pork,  which  Japanese  prefer  to  an 
all-beef  burger.  Sakurada's  chicken 
burger  comes  slathered  with  teriyaki 
sauce,  and  the  latest  hit  is  a  "rice 
burger"  spiced  with  dollops  of  soy 
sauce  and  miso,  the  fermented  soy- 
bean paste. 

Now  Sakurada  is  invading  the  ham- 
burger's homeland.  Last  year  he 
opened  his  first  mos  Burger  restaurant 
in  Hawaii,  and  he  plans  another  four 
to  five  outlets  in  the  Hawaiian  is- 
lands, where  hordes  of  Japanese  vaca- 
tioners work  up  hearty  appetites  on 
the  beaches  and  golf  courses. 

Over  the  next  couple  of  years,  Sa- 
kurada expects  to  move  to  the  U.S. 
mainland,  starting  with  the  West 
Coast  and  the  Midwest.  Besides  the 
hamburger,  Sakurada  seems  to  have 
adopted  an  all- American  sense  of  op- 
timism. Says  he,  "The  U.S.  fast-food 
market  is  saturated,  but  that's  why 
consumers  will  demand  something 
new." — Hiroko  Katayama 


Dennis  Gray 


Satoshi  Sakurada  of  MOS  Food  Services 
Bringing  us  Japanese  burgers. 
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SAN  DIEGO: 


A>« 


Building  on  Balance 


How  this  sunbelt  region  long  ago  diversified  its  economy 
and  is  now  enjoying  the  benefits  of  a  boom 


The  secret's  out,  San  Diego,  on  the 
Pacific  Rim,  adjacent  to  Mexico 
and  the  southernmost  county  in 
California,  just  may  be  the  best 
place  to  live,  work  and  invest  of  any 
region  in  the  country. 

The  reason  is  the  area  is  booming. 
For  eight  straight  years  the  local  econo- 
my has  topped  itself.  "The  San  Diego 
region  is  keeping  its  tradition  of  easily 
outpacing  the  economies  of  the  state 
and  the  nation,"  says  Daniel  Pegg, 
President  of  the  Economic  Development 
Corporation. 

Pegg,  who  heads  the  group  keyed  to 
importing  and  creating  business  oppor- 
tunity in  the  region,  points  out  the  local 
county,  made  up  of  18  key  cities  and  the 
unincorporated  sector  of  San  Diego 
county,  "enjoyed  a  robust  economy  for 
the  latter  half  of  the  80's,  and  that 
appears  to  be  a  blueprint  for  the  90's." 

Pegg's  not  alone  in  his  optimism.  The 
Economic  Research  Bureau  of  the 
Chamber  of  Commerce  found  "the  econ- 
omy growing  faster  than  the  population." 
Solid  growth  and  a  diversity  of  industry 
and  services  led  to  a  whopping  $51  bil- 
lion gross  regional  product  for  1989,  and 
the  estimate  for  1990  is  $55  billion, 
according  to  the  ERB. 

What's  buoying  these  rosy  times  for 
the  region? 


For  openers,  an  on-going  sense  of 
vitality  stemming  from  a  strong  tradition 
of  entrepreneurship  that  has  carried  over 
to  create  and  maintain  a  balanced 
regional  economy  made  up  of 
retail/wholesale,  a  variety  of  hi-tech 
industries,  manufacturing,  higher  educa- 
tion, government  and  tourism/service. 

San  Diego  Mayor  Maureen  O'Connor 
offers  her  reasons  for  the  optimistic  fore- 
cast:  "Thedecadeof  the90's  will  be 
healthy  and  strong  for  San  Diego,  i  pre- 
dict that  all  of  the  City's  blue-chip  indus- 
tries —  hi-tech,  military/defense, 
maquiladora,  bio-tech  and  tourism  — 
will  continue  to  play  dominant  roles  in 
our  economic  vitality."  In  short,  Greater 
San  Diego  enjoys  a  balanced  economy. 

No  longer  Just  a  Navy  Town 

Forty-five  years  ago,  when  defense 
spending  took  care  ofmore  than  70  per- 
cent of  the  local  jobs,  you  could  safely 
call  it  a  "Navy  Town." 

But  an  ugly  recession  in  the  60's 
taught  the  community  a  lesson.  As  San 
Diego  rolled  into  the  70's,  it  did  so  with 
enlightened  thinking  from  its  city 
fathers  —  politically  as  well  as  commer- 
cially. Call  it  desperation,  but  nonethe- 
less, a  civic  effort  to  diversify  the 
economy  began  in  earnest. 

And  it  worked.  At  last  look,  defense 


oriented  jobs  are  about  20  percent  of  the 
economy  —  a  healthy  figure  that  is 
expected  to  remain  stable  in  spite  of 
looming  defense  industry  cuts  anticipat- 
ed elsewhere  around  the  U.S. 

San  Diego  is  expected  to  dodge  the 
Pentagon's  knife  because  it  is  the  Navy's 
most  modern  port,  and  the  U.S.  govern- 
ment just  spent  millions  to  build  from 
scratch  the  finest  military  medical  facili- 
ty anywhere  in  the  country. 

The  recent  success  of  Hollywood's 
movie,  "Top  Gun,"  highlighted  the 
advanced  technology  of  another  of  San 
Diego's  state-of-the-art  military  installa- 
tions —  the  Miramar  jet  pilot  training 
facility. 

Gateway  to  the  Pacific  Rim 

A  major  economic  factor  in  the  region 
is  the  $6.5  billion  international  trade 
industry.  San  Diego's  location  teamed 
with  a  flourishing  maquiladora  (twin 
plant)  industry  straddling  the  internation- 
al border,  makes  San  Diego  the  major 
player  in  the  Pacific  Rim  trade  dynamics. 

Neighboring  Tijuana,  on  the  other 
side  of  the  world's  busiest  border  cross- 
ing, is  one  of  Mexico's  fastest  growing 

Pictured  Above:  Historic  Past:  Spanish  archi- 
tecture throughout  the  museums  and  theatres  of 
Balboa  Park  preserve  San  Diego's  past 
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manufacturing  centers. 
Tijuana's  nearly  two  million 
residents  are  the  basis  for  a 
major,  inexpensive  labor  pool 
that's  responsible  for  the 
success  of  a  new  thriving 
economy. 

The  maquiladora  (twin 
plant)  concept  began  in  the 
mid- 1 960's  as  an  answer  to 
the  need  of  Mexico  to  devel- 
op its  economy.  In  the  late 
1980's,  the  maquiladora 
industry  experienced  a  dra- 
matic growth  rate  of  over  20% 
a  year 

Located  primarily  along  the 
U.S./Mexico  border,  there  are  well  over 
500  operating  maquiladoras  in  Tijuana 
alone. 

This  boom  in  all  aspects  of  interna- 
tional trade  and  investment  will  expand 
into  the  90's  and  will  be  an  important 
factor  to  continue  San  Diego's  consis- 
tently low  unemployment  rate  of  4.5% 
from  the  80's. 

Academic  Advantage 

The  benefits  of  year-long  good  weath- 
er and  the  natural  beauty  of  San  Diego 


Building  Boom:  The  aggressive  construction  of  the  80's  continues  into  the  90s 
throughout  the  San  Diego  region,  from  southernmost  San  Ysidro  north  to  Oceanside. 


biotechnology  industry's  ver- 
sion of  Silicon  Valley.  San 
Diego  ranks  in  the  top  three 
areas  in  the  U.S.  in  "bio-tech" 
development  companies, 
with  new  start-ups  popping 
up  at  a  rapid  pace.  One  com- 
pany alone  —  Hybritech,  Inc., 
one  of  the  first  and  most  suc- 
cessful companies  to  market 
monoclonal  antibody  prod- 
ucts —  has  seen  several 
former  members  of  its  man- 
agement team  spin  off  other 
bio-tech  oriented  ventures. 


don't  hide  its  academic  proliferation. 
The  region  is  a  spawning  ground  for 
Nobel  laureates.  Thanks  to  the  nearby 
Salk  Institute,  University  of  California  at 
San  Diego,  San  Diego  State  University, 
Scripps  Clinic  and  Research  Foundation, 
La  lolla  Cancer  Research  Foundation 
and  the  Scripps  institution  of 
Oceanography,  the  area  is  teeming  with 
Nobel  laureates.  SDSU  alone  has  the 
largest  university  campus  population  in 
the  west  with  more  than  35,000  enrolled. 
Because  of  this  proliferation  of  brain- 
power, San  Diego  is  fast  becoming  the 


San  Diego 

Community  Support  is 
Big  Business 


DE3GN 

FOR  LIVING 

Design  For  Living,  one  of 

the  largest  floor  covering 

contractors  in  the  Western 

States,  serving  homebuilders 

for  three  generations,  is 

proud  to  be  headquartered 

in  San  Diego. 

P.O.  Box  85188,  San  Diego,  CA  92)  38 


Solar  Turbines  Incorporated, 

San  Diego's  largest 

industrial  exporter  and  the 

world's  leading  manufacturer 

of  gas  turbine  engines,  is 

proud  to  be  a  part  of  the 

San  Diego  community. 

CATERPILLAR 

SolarTurbines 

Three  Generations  ofCogeneration. 


In  San  Diego,  support  among  big  business  is 
something  you  can  count  on. 


Welcome  to  San  Diego 

San  Diego  will  play  host  to  many  new 
guests  in  the  1990s.  In  1989,  32  million 
people  visited  San  Diego.  That  figure  is 
expected  to  leap  considerably  because  of 
the  grand  opening  of  the  760,000  square- 
foot  San  Diego  Convention  Center 

Already  the  Convention  Center  is 
paying  off  for  the  region. 

"All  bets  are  off,"  says  Carroll 
Armstrong,  Marketing  Director  for  the 
new  center.  "The  city  has  never  had  any- 
thing like  this  happen  to  it  before."  The 
economic  impact  is  going  to  be  stagger- 
ing. "Already  1990  is  booked  —  sold  out. 
That's  unheard  of  for  a  brand  new  facili- 
ty," Armstrong  says.  "We're  operating  at 
the  level  of  a  facility  that's  been  on 
stream  for  five  to  ten  years." 

The  Convention  Center  braintrust,  led 
by  President  lames  Granby,  GM  Tom 
Liegler  and  Armstrong,  figures  the  citi- 
zens of  San  Diego  County  will  reap  an 
estimated  bonanza  of  $500  million  for 
the  first  year  of  the  center's  operation. 
"Not  bad  for  a  $165  million  investment 
to  build  the  center,"  adds  Armstrong, 
who  has  held  similar  start-up  responsi- 
bilities with  the  opening  of  convention 
centers  in  other  major  U.S.  cities. 

But  even  without  the  convention  cen- 
ter pumping  fresh  new  dollars  into  the 
regional  economy,  San  Diego  is  poised 
for  good  years  ahead. 

Geographically  positioned  at  the  foot 
of  southern  California,  with  Mexico  to 
the  south  and  the  Pacific  Basin  to  the 
west,  San  Diego  is  one  of  the  fastest 
growing  areas  in  the  U.S.  If  the  region's 
4,261  square  miles  were  a  separate 
nation,  it  would  be  the  35th  largest 
economy  in  the  world  —  about  the  size 
of  Greece,  Hong  Kong  and  Thailand.  And 
larger  than  Israel,  Portugal  and  the 
Philippines. 

As  such,  big  government  —  city, 
county,  state  and  federal  —  is  also  big 
business  here,  providing  more  than 
1 70,000  jobs. 

Kim  Murphy,  President  of  San  Diego 


Over  one  million 

people  choose 

Great  American  Bank. 

For  over  a  century,  Great  American  Bank  has  been  helping  people.  Helping 
people  get  the  homes  they've  always  wanted.  Helping  communities  grow  with 
cultural,'  social,  and  educational  programs,  and  helping  people  save  for  the  things 
that  are  important  to  them.  We'd  like  to  thank  everyone  who's  been  a  part  of  the 
Great  American  family,  and  for  letting  us  be  a  part  of  theirs.  To  find  out  if  we  can 
be  of  more  help,  caU  toll-free  1-800-423-BANK. 


Great  American  Bank 

Over  a  century  of  service.     ^^^ 

Corporate  Headquarters:  600  B  Street  San  Diego,  California  92183 

©  1990  Great  American  Bank  SSB 
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based  new-home  builder  service 
company,  Design  For  Living,  pre- 
dicts "consistant,  steady  growtli 
for  the  new  home  market  in  San 
Diego  in  the  '90's,"  based  on  con- 
tinued population  growth  and  a 
strong  job  market. 

Construction  industry  execu- 
tives, like  Forbes  400  listee  Larry 
Lawrence,  also  foresee  good 
times  ahead  for  the  region.  He 
sees  the  local  homebuilding  econ- 
omy and  the  area  infrastructure 
keeping  in  balance  as  they  contin- 
ue to  thrive. 

Lawrence,  whose  holdings 
include  the  world-class  Hotel  Del 
Coronado,  acknowledges  the  con- 
tinued growth  in  the  hospitality 
industry  as  well.  The  tremendous 
and  increasing  flow  of  tourism 
dollars  will  support  the  growth  — 
especially  for  an  established,  clas- 
sic property  such  as  the  Hotel  Del. 

A  Commitment  to  the  Arts 

Cultural  aspects  of  the  city  are 
also  flowering.  A  highly  successful 
international  San  Diego/Soviet 
Arts  Festival  concluded  last  fall, 
which  coincided  with  the  unbe- 


Top:  Leap  in  the  Future:  Nac  $165  million.  760,000 
square  foot  Convention  Center  is  fully  booked  in  its  first  year 
Estimates  show  an  injection  o/$500  million  into  the  economy. 

Bottom:  Professional  Sports:  The  Chargers  of  the  NFL  and 

the  Padres  of  the  hiational  League  make  their  home  in  San  Diego 
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Mix  business  with  pleasure. 


While  doing  business  in  San  Diego, 
stay  amid  16  acres  of  gardens  and  tropica 
birds  on  the  bay.  Three  pools,  6 
tennis  courts,  water  sports,  nearby 
golf  and  a  complete  European 
spa  relax  you  when  business 
is  through.  Be  sure  to  ask  about 
our  special  package  rates  anfl 
our  frequent  guest  program, 
^'uioi/a^uvi ^  For  reservations, 
call  (800)  543-4300  or  (619) 
435-3000. 
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lievable  burst  of  freedom  through- 
out Eastern  Europe  and  the  world. 
Spearheaded  by  Mayor  O'Connor, 
the  exhibition  was  supported  by 
the  late  Malcolm  Forbes,  whose 
generous  loan  of  his  Faberge  Egg 
collection  was  the  highlight  of  the 
Festival.  "More  people  attended 
the  festival  than  voted  in  the  last 
election,"  said  O'Connor 

According  to  a  recent  report 
from  the  San  Diego  Association  of 
Governments,  "because  of  its  peo- 
ple and  traditions,  the  region's 
cultural  life  is  a  blend  of  old  and 
new  traditions. ■■  Among  those  are 
the  highly-acclaimed  San  Diego 
Opera,  which  features  world 
renowned  American  and 
European  talent;  and  the  San 
Diego  Symphony,  which  performs 
in  two  stunning  new  halls: 
Symphony  Hall,  downtown,  and 
the  East  County  Performing  Arts 
Center  in  El  Cajon. 

For  theatre-goers  the  famed 
Old  Globe  Theatre  offers  a  year- 
around  repertory,  including 
nationally  acclaimed 
Shakespearean  works.  Many  recent 
Broadway  hits  came  from  off- 
Broadway  beginnings  at  the  Globe  or  the 
equally  honored  La  lolla  Playhouse. 
Other  top  legitimate  stages  in  the  area 
include  The  Bowery  Theatre,  North  Coast 
Rep  and  the  Starlight  Opera. 

Regional  museums  abound  for  arts 
and  science  buffs. 

There  are  more  than  70  miles  of 
beaches  from  Oceanside  to  the  north  to 
San  Ysidro  along  the  border  for  water 
sports  aficionados. 

San  Diego  also  boasts  its  famous  Zoo 
and  Wild  Animal  Park,  plus  other  attrac- 
tions including  Sea  World,  Scripps 
Aquarium,  the  San  Diego  Padres  (major 
league  baseball).  Chargers  (NFL  foot- 
ball). Soccers  (professional  soccer),  Mt 
Palomar  Observatory  and  the  San  Diego 
Yacht  Club,  which  currently  is  the  proud 
holder  of  sailing's  biggest  trophy;  the 
America's  Cup 

All  in  all,  the  San  Diego  region  is  truly 
robust  and  well  balanced.  Few  areas  in 
the  world  can  claim  such  a  world-class 
climate,  environment  and  economy  — 
not  to  mention  2.4  million  hard-working 
individuals. 


\nforma\^\on  for  "Saw  Diego.  BMiWiM^  on 
balance"  was  provided  by  the  San  Diego 
Economic  Development  Corporation.  Text 
by  Thomas  Shess.  Project  coordination  by 
\ohn  Schoen/Advertising  &  Marketing 
Network  Design  and  production  by 
Graphic  Advantage.  Inc. 


Knowing  an  opportunity 

EXISTS  and  knowing  HOW 

TO  TAKE  ADVANTAGE  OF  IT 

ARE  TWO  DIFFERENT  THINGS. 

Companies  with  a  nose  for  business 
growth  are  making  their  way  to  San 
Diego  County.  Their  reasons  are  many. 

For  instance,  five  universities  and  30 
colleges  make  for  a  well-educated 
work  force.  The  area's  many  research 
institutions  facilitate  research  and 
development  for  bio-med,  bio-tech  and 
other  high-tech  firms.  And  San  Diego's 
port  opens  up  trade  opportunities  with 
the  Pacific  Rim. 

But  as  tantalizing  as  all  this  sounds, 
moving  a  business  anywhere  requires 
overcoming  certain  obstacles.  Which 
is  where  the  San  Diego  Economic 
Development  Corporation  comes  in. 

The  EDC  is  here  to  guide  you 
through  every  step  of  relocation.  We'll 
direct  you  to  available  space.  Help  you 
find  land  for  industrial  development. 
And  get  you  up  to  speed  on  what  the 
San  Diego/Tijuana  Twin  Plant 
Program  has  to  offer  your  business. 

Tax  laws.  Transportation.  Utilities. 
Housing.  Education.  You  name  it.  If  it 
pertains  to  the  San  Diego  area,  the 
EDC  has  the  information  you  need. 

So  contact  the  San  Diego  Economic 
Development  Corporation  at  701 
B  Street,  Suite  1850,  San  Diego,  CA 
92101.  Or  call  (619)  234-8484.  We'll 
help  you  avoid  the  dead  ends. 


THE    SAN    Df  Ktj  a   EC  O  N  O  M  I  C    DEVELOPMENT    CORPORATION 
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We  cordially  invite  you  to  explore  the 
treasures  of  '^America's  Finest  Convention 
Center."  Poised  along  our  beautiful  bayfront, 
the  new  San  Diego  Convention  Center  offers 
you  trulyworld-class  facilities  and  services, 
as  well  as  breathtaking  harbor  views. 


Whether  you  have  a  conference  of  40  or  a 
convention  of  14,000,  one  thing  is  for  sure. 
You  can  count  on  us  to  make  it  memorable. 

H  SanDiegoConventionCenter 

For  more  information,  contact  Carroll  Armstrong  at  619/525-5000 


The  Forbes  500s 
Annual  Directory 


n  a  sales  list,  re- 
tailers and  commod- 
ity traders  dominate. 
A  market  value  list,  by  itself, 
puts  too  much  store  in  Wall  Street's  flighty 
assessments  of  a  company's  future.  Banks 
and  thrifts  are  big  on  the  assets  ranking. 
And  giant  companies  disappear  from  the 
profits  list  in  years  when  they  take  big- 
bath  writeoffs. 
There's  no  arguing  that  General  Motors, 


which  h^ds  our  list  of  sellers,  is 

huge,  no  matter  how  it  is  measured.  It 

has  revenues  of  $127  billion,  lost  an 

estimated  $2  billion  on  North  American 

auto  sales  last  year  and  still  managed  to 

earn  $4.2  billion,  thanks  to  its  European 

operations,    truck    sales,    EDS    and    GM 

Hughes.  More  than  775,000  people  work 

for  it. 

At  the  other  end  of  the  sales  roster  is 
Santa  Monica,  Calif.-based  Tosco,  a  gaso- 


FORBES,  APRIL  30,  1990 


221 


1979 


1989 


Assets 


1979         1,442       Liberty  National 


1989         2,644       Harcourt  Brace 


Market  value 


1979 


1989 


1,038       Perkin-Elmer 


line  refiner  with  1,300  workers,  a 
dwarf  next  to  General  Motors.  Yet 
Tosco  is  much  larger  in  sales  than 
another  500s  company,  alza  Corp., 
with  revenues  of  only  $82  million. 
ALZA  is  an  innovator  in  rate-con- 
trolled drug  delivery  systems.  Its 
outsize  net  profit  margin  of  23%  and 
its  perceived  growth  prospects  give 
it  a  market  value  of  $1.2  billion, 
enough  to  capture  a  position  in  the 
Forbes  500  market  value  survey.  If 
Wall  Street  is  right  in  its  percep- 
tions, ALZA  will  probably  join  one  of  the  other  lists,  too, 
someday.  It  doesn't  always  happen  this  way,  but  many  of 
the  big  corporations  that  emerged  in  the  1980s,  such  as 
Apple  Computer,  Federal  Express,  Berkshire  Hathaway 
and  Toys  "R"  Us,  first  appeared  on  our  market  value  report 
before  joining  one  of  the  other  three  listings. 

Over  the  years  our  report  on  the  200  best  small  compa- 
nies in  the  U.S.  (Nov.   13,  1989)  also  has  served  as  a 


Making  the  500s 


The  minimum  cutoffs  and  last- 
tanked  firms  now  and  a  decade  ago. 


Sales 


1979 


904       Zale 


1989 


1,441       Tosco 


Net  profits 


52.6       ARA  Services 


72.0       Community  Psychiatric 


394       Republic  Steel 


All  figures  are  in  millions  of  dollar^ 


spawning  ground  for  the  Forbes 
500s.  Such  companies  as  Autodesk, 
Community  Psychiatric  Centers, 
Computer  Associates  International, 
Cray  Research,  FlightSafety  Interna- 
tional and  Turner  Corp.  originally 
gained  fame  for  their  growth  rather 
than  their  size. 

Yet  bigness  is  not  always  a  virtue. 
Though  they  don't  show  up  on  our 
profits  or  market  value  scorecards, 
many  of  the  crippled  Goliaths  of  the 
savings  and  loan  industry  still  man- 
aged to  make  our  assets  ranking.  American  Capital's  stock 
is  down  to  Vh,  which  gives  it  a  market  value  of  only  $7 
million.  Yet  the  troubled  thrift  still  shows  reported  assets 
of  $6  billion. 

For  every  sick  thrift  that's  likely  to  fall  off  next  year's 
list,  there  are  other  contenders  ready  to  take  its  place. 
With  just  over  $1  billion  in  market  value,  Allergan  missed 
the  500s  by  only  two  positions.  Allergan,  formed  by  a  July 


How  the  numbers  are  calculated 


To  qualify  for  a  Forbes  500  listing,  a  company  must  be 
publicly  traded  as  of  Mar.  23,  1990,  U.S. -based  and  one 
of  the  500  largest  firms  by  sales,  net  profits,  assets  or 
market  value.  If  a  corporation  is  consolidated  by  anoth- 
er Forbes  500  company,  Forbes  ranks  only  the  parent. 
For  example,  ibp,  ov^ned  by  Occidental  Petroleum,  does 
not  appear  here. 

Fiscal  year-end  results  are  used  for  companies  with 
fiscal  ycar^  ending  in  December  and  January  and,  where 
available,  Ft '  niary.  For  all  other  firms,  sales,  profits  and 
cash  flow. '\  the  last  12  months.  Market  value  is  the 
total  capitair..        n  of  all  classes  of  common  stock  and  is 


based  on  the  st( 
ing  on  Mar.  23. 

Operating  revenu 
includes  gross  intei 
come.  Net  profit  e 
eludes  earnings  fr' 
flow  is  net  profits  ) 
Employee  counts  ai 


rice  and  number  of  shares  outstand- 

s  are  used  for  sales.  For  banks  this 
-t  income  plus  other  operating  in- 
udes  extraordinary  items  but  in- 
discontinued  operations.  Cash 
^  depreciation  and  amortization, 
/erages  for  the  last  fiscal  year. 


Where  to  find  the  lists 

Sales 

230 

Profits 

236 

Assets 

248 

Market  Value 

258 

Jobs  and  Productivity 

268 

Alphabetical  Rankings 

286 

Stock  Market  Performance 

328 

Addresses,  Chief  Executives 

376 
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The  Super  50 

Super 

50 
Rank 

Company 

-Where  t' '- 

Assets 
($mil) 

Sales 
($mil) 

Market 
value 
{$mil) 

Net 
profit 
($mil) 

Assets 

Sales 

Market 
value 

Net 
profits 

1 

General  Motors 

2 

1 

6 

1 

172,899 

126,932 

31,307 

4,224,3 

2 

General  Electric 

5 

5 

3 

2 

128,344 

54,574 

57,193 

3,939.0 

3 

Exxon 

14 

3 

2 

5 

83,219 

86,656 

57,676 

2,975.0 

4 

IBM 

15 

4 

1 

4 

77,734 

62,710 

60,345 

3,758.0 

5 

Ford  Motor 

3 

2 

17 

3 

160,695 

96,146 

22,190 

3,835.0 

6 

Philip  Morris  Cos 

35 

8 

5 

6 

38,528 

39,011 

36,566 

2,946.0 

7 

American  Tel  &  Tel 

36 

10 

4 

7 

37,687 

36,112 

44,646 

2,697.0 

8 

Mobil 

34 

7 

13 

12 

39,080 

50,220 

25,022 

1,809.0 

9 

EI  du  Pont  de  Nemours 

40 

11 

11 

9 

34,715 

3-5,099 

26,043 

2,480.0 

10 

Sears,  Roebuck 

12 

6 

38 

16 

86,972 

53,794 

13,152 

1,508.5 

11 

American  Express 

4 

17 

41 

25 

130,855 

25,047 

11,234 

1,157.0 

12 

Amoco 

50 

18 

9 

15 

30,430 

23,966 

26,666 

1,610.0 

13 

GTE 

46 

31 

18 

19 

31,986 

17,424 

20,747 

1,417.3 

14 

BellSouth 

52 

40 

12 

14 

30,050 

13,996 

25,826 

1,695.0 

15 

Texaco 

64 

13 

34 

10 

25,636 

32,416 

15,423 

2,413.0 

16 

American  Intl  Group 

29 

38 

35 

21 

46,143 

14,150 

15,263 

1,367.5 

17 

Dow  Chemical 

80 

29 

23 

8 

22,166 

17,600 

18,146 

2,487.0 

18 

Atlantic  Richfield 

79 

34 

19 

11 

22,261 

15,351 

18,739 

1,953.0 

19 

Procter  &  Gamble 

92 

19 

16 

20 

17,996 

22,605 

23,272 

1,395.0 

20 

Citicorp 

1 

9 

62 

89 

230,643 

37,970 

7,875 

498.0 

21 

Federal  Natl  Mortgage 

6 

54 

59 

49 

124,315 

11,557 

8,122 

807.3 

22 

Bell  Atlantic 

59 

55 

24 

31 

26,220 

11,449 

18,072 

1,074.5 

23 

ITT 

31 

23 

83 

36 

45,503 

20,054 

6,404 

922.0 

24 

Nynex 

62 

43 

30 

48 

25,910 

13,211 

16,056 

807.6 

25 

USX 

95 

30 

48 

32 

17,500 

17,533 

9,009 

965.0 

26 

Loews 

43 

61 

64 

38 

32,451 

11,113 

7,842 

907.1 

27 

Aetna  Life  &  Cas 

11 

24 

105 

66 

87,099 

19,671 

5,431 

639.4 

28 

BankAmerica 

9 

56 

97 

45 

98,764 

11,389 

5,811 

820.0 

29 

PepsiCo 

106 

35 

28 

39 

15,127 

15,242 

16,257 

901.4 

30 

Ameritech 

89 

67 

29 

24 

19,833 

10,211 

16,247 

1,238.2 

31 

Pacific  Telesis 

83 

82 

21 

23 

21,194 

9,593 

18,548 

1,242.0 

32 

US  West 

68 

79 

37 

26 

25,426 

9,691 

13,620 

1,110.7 

33 

Westinghouse 

88 

45 

43 

36 

20,314 

12,844 

10,750 

922.0 

34 

Eastman  Kodak 

75 

27 

39 

86 

23,648 

18,398 

12,450 

529.0 

35 

Boeing 

118 

21 

26 

64 

13,278 

20,276 

16,729 

675.0 

36 

Southwestern  Bell 

84 

91 

27 

28 

21,161 

8,730 

16,532 

1,092.8 

37 

Xerox 

51 

28 

lis 

59 

30,088 

17,635 

5,111 

704.0 

38 

Pacific  G&E 

82 

93 

47 

40 

21,352 

8,588 

9,116 

900.6 

39 

-  Wal-Mart  Stores 

207 

16 

10 

30 

8,198 

25,922 

26,325 

1,075.9 

40 

JC  Penney 

126 

32 

57 

50 

12,698 

16,103 

8,249 

802.0 

41 

Tenneco 

96 

39 

55 

79 

17,381 

14,083 

8,407 

584.0 

42 

Minn  Mining  &  Mfg 

175 

51 

22 

22 

9,776 

11,990 

18,537 

1,244.0 

43 

Chevron 

41 

15 

15 

200 

33,884 

29,443 

23,866 

251.0 

44 

United  Technologies 

110 

25 

77 

60 

14,598 

19,532 

6,872 

702.1 

45 

Security  Pacific 

13 

73 

134 

55 

83,943 

10,018 

4,319 

740.6 

46 

Uigital  Equipment 

151 

44 

46 

41 

11,255 

12,937 

9,505 

875.8 

47 

Cigna 

21 

33 

151 

83 

57,779 

15,654 

3,891 

562.0 

48 

Southern  Company 

78 

108 

60 

44 

22,845 

7,492 

8,090 

846.0 

49 

Hewlett-Packard 

168 

49 

42 

47 

10,202 

12,345 

11,119 

809.0 

50 

Coca-Cola 

205 

87 

14 

13 

8,283 

8,966 

24,983 

1,723.8 
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%  1990  XEROX  CORPORATION. 
XEROX"  and  THE  FINANCIAL  MACHINE" 
are  marks  of  XEROX  CORPORATION 


A  MACHINE  THAT'S  GEARED 
TO  HELP  YOU  SUCCEED. 


On  your  way  to  the  top,  keep  your  eye  on  the 
bottom  line. 

To  succeed  in  business  today,  you  should  be 
geared  to  operate  on  a  solid  financial  founda- 
tion. Which  is  why  more  and  more  businesses 
rely  on  Xerox  Financial  Services. 

For  the  kind  of  business  insurance  you  can 
count  on,  you  want  insurance  from  Crum  and 
Forster.  Van  Kampen  Merritt  helps  structure 
solid  debt  funding  for  your  commercial,  health 
care  or  municipal  projects.  Middle  market 
companies  look  to  Furman  Selz  for  investment 
banking  with  a  creative  touch.  Xerox  Life  offers 
annuities  and  life  insurance  that  can  make  your 


dreams  for  retirement  a  reality.  And  with  Xerox 
Credit,  you  can  lease  or  finance  anything;  from 
new  furnishings  for  your  executive  offices  to  a 
single  Xerox  copier. 

It's  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with 
over  $19  billion  in  assets.  So  you  can  handle 
many  financial  needs  with  a  singular  standard 
of  excellence. 

And  that's  our  secret  for  your  success. 

To  find  out  how  The  Xerox  Financial 
Machine  can  help  you  succeed,  write  Xerox 
Financial  Services,  P.O.  Box  5000,  Norwalk, 
CT  06856. 
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XEROX 

FINANCIAL  SERVICES 


THE  FINANCIAL  MACHINE 


Category 


Sales  500 


Profits  500 


Assets  500 


Market  Value  500 


1989  spinoff  by  SmithKline 
Beckman,  makes  eye  and 
skin  care  products.  The 
company's  profits  of  $57 
million  are  a  far  cry  from 
General  Motors'  $4.2  bil- 
lion. But  compared  with 
Community  Psychiatric 
Centers,  ranked  500  on  the 
profits  list  with  earnings  of 
$72  million,  Allergan  is  just 
another  small  company 
with  a  good  shot  at  making  it  into  the  big  leagues. 

A  combination  of  the  four  lists  publishedhere  captures  the 
depth  and  breadth  of  business.  As  a  group,  the  783  corpora- 
tions that  make  one  or  more  of  our  500s  lists  employ  20.3 
million  workers,  have  sales  of  $3.4  trillion,  have  a  market 


The  grand  totals 


Although  the  five-year  trend  is  negative,  employ- 
ment at  the  783  directory  companies  rose  in  1989. 
For  the  first  time  since  1985,  year-to-year  profits  fell 
at  the  500  most  profitable  corporations. 


1989 
total 


Change 
over 
1988 


5-year 

growth 

rate 


$3.2  tnlhon 


7.6% 


4.2% 


$182  billion 


-2.7 


7.2 


$7.0  trillion 


6.0 


9.0 


$2.3  trillion 


17.0 


11.0 


Total  employment  of 
500s  companies 


20.3  million 


1.9 


-1.1 


Who  pays  the  most  dividends 

On  the  basis  of  their  indicated  dividend  rates,  the 
783  Forbes  500s  companies  will  pay  out  $78.8  billion 
to  shareholders  over  the  next  12  months. 

Company 

Indicated 

rate              Yield 

$                   % 

Total 

dividends 

l$mil) 

Exxon 

2.40               5.2 

3,076.7 

International  Business  Machines 

4.84               4.6 

2,852.4 

General  Electric 

1.88               2.9 

1,696.3 

Ford  Motor 

3.00               6.2 

1,424.0 

American  Telephone  &  Telegraph 

1.32               3.2 

1,417.2 

BellSouth 

2.68               5.0 

1,243.7 

Bristol-Myers  Squibb 

2.12               4.1 

1,104.1 

Mobil 

2.60               4.2 

1,066.9 

GTE 

2.92               4.6 

955.3 

Chevron 

2.80               4.2 

954.7 

value  of  $2.5  trillion,  control 
a  combined  $7.4  trillion  in 
assets  and  earned  $  1 73. 7  bil- 
lion last  year. 

The  283  corporations 
that  didn't  make  the  Profits 
500  ranking  actually  lost  a 
total  of  over  $8  billion. 

More  than  a  third  of  the 
783  Forbes  500s  corpora- 
tions qualify  for  all  four 
lists.  From  these,  we  creat- 
ed our  first  Super  50  list,  made  up  of  the  50  companies  that 
came  out  on  top  when  the  individual  rankings  from  each 
of  the  four  other  tables  were  added  together.  These  compa- 
nies have  passed  all  the  tests:  They  are  the  50  most 
powerful  corporations  in  America  (see  page  223). 


The 

higgest 

losers 

Major  banks  continue  to  write  down  their  foreign 
loans.  Pinnacle  West  Capital,  an  Arizona  utility,  has 
lost  millions  from  its  1988  acquisition  of  MeraBank. 

Company 

Net 
loss 

($mil) 

Sales 
($mil) 

|P  Morgan  &  Co 

1,275.0 

10,394 

Bank  of  New  England 

1,113.3 

3,478 

Bankers  Trust  NY 

979.9 

7,258 

Texas  Air 

885.6 

6,685 

Control  Data 

680.4 

2,935 

Chase  Manhattan 

665.0 

13,904 

Unisys 

639.3 

10,097 

Manufacturers  Hanover 

588.0 

8,300 

Pinnacle  West 

.551.4 

1,508 

Wang  Laboratories 

511.0 

2,620 

226 
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Hotels*^  Resorts 


The  grandest  hotel  is  lecognized  in  the  smallest  details. 


ACAPULCX)  •  AILANTA  •  BOSION  •  CALCIARY  •  CANCUN  •  CHICACJO 

CHICACO  (OHARF)  •  C:1NC1NNATI  •  DALLAS  •  DENVKR  •  DKl  ROIT  •  EDMONTON 

KL  I'ASO  •'VORl  l.AUDKRDALK  •  (;UAnALA|ARA  •  (iUAIKMALA  CM  Y  •  HILI'ON 

HK.AI)  LSI  AND  .  HON(;  KONC;  •  HOUSION  •  INUlANAPOl.lS  •  IXIAPA  •  KANSAS 

CI  rV  .  KAUAI  .  KYOIX)  •  LOS  ANC;ELK-S  •  MANILA  •  MANZANILLO  •  MAUI 

MAZAILAN  •  MEXICO  CIl  V  •  MON  lERRE^'  •  NAPLES.  FL  •  NEW  ORLEANS 

NEW  YORK  .  0RAN(;E  COUNTY  •  ORLANDO  •  (m AWA  •  PHOENIX  •  PITISBURGH 

PUERK)  VAILARLA  •  PUSAN  •  RANCHO  MIRACE  (PALM  SPRIN(;S  AREA) 

SALIILLO  •  SAN  FRANCISCO  •  SAN  FR/XNCISCX)  AIRPORT  •  SAN  SALVADOR  .  SEAITLE 

SEOUL  •  shan(;hai  •  sinc;apore  •  iokyo  •  foron  ro  •  tucson  •  fulsa 

VAIL  •  VANCOUVER  •  WASH  INCHON,  DC.  •  WINNIPEC; 


Success  in  any  enterprise,  however  grand, 
depends  upon  the  specifics  of  its  execution. 
And  so,  in  the  world  of  Westin — from 
Houston  to  Hong  Kong,  Tulsa  to  Tokyo, 
Seattle  to  Singapore — our  people  render 
the  arts  of  personal  service 
with  a  subtle  eye  to  detail. 
And  travelers  look  forward 
to  an  experience  uniquely 
caring,  comfortable,  civilized. 


C^l  your  travel  consultant  or  800-228-3000. 

Earn  points  toward  exciting  Weitin  vacations  by  joining  Westin  Premier,  our  frequent 

guest  program.  Lhiited  Airlines  Mileage  Plus,  Air  Catiada  Aeroplan,  Northwest 

Airlines  WORLDPERKS,  and  L'SAir  Frequent  Traveler  members  earn  miles  at 

participatir^  Westin  Hotels  &  Resorts. 
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Through  the  ages  business  and  government  have  sought  to  keep  private  information  private. 
Today  highly  specialized  Contel  communications  networks  assure  that  privacy 


©  1990  Contel  Corporation.  RO.  Box  105194,  AUanta,  GA  30348 


,  We  go  out  of  our  way " 


The  Forbes  Sales  500 


General  Motors  takes  first  place  for  the 
fifth  consecutive  year,  with  sales  of  about 
$500  for  each  U.S.  citizen.  But  runnerup 
Ford  is  narrowing  the  gap. 


A  RECORD  $127  BILLION  IN  REVENUES  kept  General  Mo- 
,tors  in  first  place  in  the  sales  race.  In  the  1970s 
L  Exxon  sometimes  eclipsed  gm  in  sales,  and  in  the 
1980s  the  success  of  the  Japanese  and  Ford  put  tremendous 
pressure  on  the  old  U.S.  giant.  But  for  now  the  sales  list 
starts  the  same  way  it  did  in  the  first  Forbes  500s,  in  1969, 
with  GM  at  the  top. 

How  the  world  has  changed  for  gm  can  be  seen  by  the 
revenue  gap  between  gm  and  second-place  Ford.  Ten  years 
ago  General  Motors  had  a  com- 
manding 52%  lead  in  revenues  over 
its  Dearborn  competitor;  the  spread 
is  now  down  to  32% . 

The  entire  list  adds  up  to  $3.2 
trillion  in  sales,  a  7.6%  increase  over 
1988.  Adjusted  for  inflation,  that's 
not  much  of  a  showing — only  about 
3% .  Why  the  weakness  at  the  top?  In 
part  it  reflects  the  fact  that  growth  is 
coming  more  from  smaller,  service- 
oriented  firms  that  don't  make  this  list  than  from  giants 
like  GM  and  Exxon.  Multinational  companies  were  hurt 
when  they  converted  foreign  sales  into  the  strong  U.S. 
dollar.  The  relative  shrinkage  at  the  top  is  also  due  to 
acquisitions  by  foreign  firms  (Sony  taking  over  Columbia 
Pictures,  for  example). 

Acquisitions  and  mergers  were  one  way  a  number  of 
corporations  increased  their  revenues  significantly  more 
than  the  overall  average.  A  December  1988  buyout  of 
Primerica  by  Commercial  Credit  Corp.  gave  Primerica  (the 
renamed  company)  the  greatest  increase  in  revenues,  more 
than  500%.  Although  Ames  Department  Stores  is  now 
struggling  with  its  1988  acquisition  of  Zayre's  discount 


Rank 
1989     1988 

Company 

Sales 

(Smil) 

Change 
over 
1988 

% 

1           1 

General  Motors 

126,932 

2.7 

2          2 

Ford  Motor 

96,146 

4.0 

3          3 

Exxon 

86,656 

8.9 

4          4 

IBM 

62,710 

5.1 

5          6 

General  Electric 

54,574 

9.0 

Stores,  it  shows  a  136%  increase  in  sales  over  last  year. 
NCNB  posted  a  117%  rise  in  sales  by  taking  over  several 
insolvent  banks  in  Texas,  including  the  streamlined  First 
Republic  Bank. 

Revenues  jumped  51%  at  Philip  Morris,  thanks  to  its 
acquisition  of  Kraft.  And  the  October  1989  combination  of 
Bristol-Myers  (ranked  121  in  1989)  and  Squibb  (ranked  310 
in  1989)  created  Bristol-Myers  Squibb  (ranked  85).  Note:  In 
cases  where  a  merger  or  acquisition  significantly  increased 
revenues,  we  do  not  show  a  rank  for 
the  previous  year. 

If  some  big  companies  merged 
their  way  to  greater  business,  others 
divested  to  shrink  their  size.  The 
sale  of  its  $1.4  billion  (revenues) 
computer  business  to  Croupe  Bull 
lowered  sales  42%  at  Zenith  Elec- 
tronics, to  $  1 .5  billion.  Zenith  is  bet- 
ting the  ranch  on  manufacturing  tvs 
in  the  U.S.  and  on  high-definition 
television.  Paramount  Communications'  revenues 
dropped  34%,  largely  from  the  sale  of  its  Associates  finan- 
cial services  unit. 

There  are  34  newcomers  to  this  list.  Reader's  Digest 
(revenues  $1.9  billion),  the  68-year-old  publisher,  had  its 
initial  public  offering  Feb.  14.  Waban,  formerly  a  $1.6 
billion  division  of  Zayre,  was  spun  off  as  a  public  company 
in  June  1989.  Other  additions  include  Seagate  Technology, 
Cyprus  Minerals  and  Crane.  Revenues  at  firms  such  as 
NWNL  Cos.,  Outboard  Marine  and  Harcourt  Brace  Jovano- 
vich  fell  below  our  minimum  cutoff  point.  The  smallest 
company  on  our  list  this  year,  Tosco,  had  sales  of  $1.44 
billion.  Last  year  it  took  revenues  of  $  1 .39  billion  to  get  on. 


Winners 

The  leaders  in  sales  growth 

Rank 
1989        1988 

Company 

Sales 

(Smil) 

Change 
over 
1988 

% 

153 

■ 

Primerica 

5,695 

500.0 

343 

■ 

Maxxam 

2,423 

366.7 

166 

233 

Ames  Dept  Stores 

5,295 

135.5 

308 

■ 

Penn  Traffic 

2,700 

128.8 

300 

■ 

Panhandle  Eastern 

2,781 

120.4 

■  .Not  on  500  list  in  1988 

Losers 

The  laggards  in  sales  growth 

Rank 
1989         1988 

Company 

Sales 

l$mil) 

Change 
over 
1988 

% 

479            302 

Zenith  Electronics 

1,549 

-42.3 

244            151 

Paramount  Communications 

3,463 

^34.4 

486            360 

Pinnacle  West 

1,508 

-30.0 

344            244 

Armco 

2,423 

-24.9 

433            291 

Interco 

1,7.59 

-24.3 

230 
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Rank 
1989  1988 

Company 

Change 
over 
Sales     1988 
[$mil)      % 

Rank 
1989  1988 

Company 

Change 
over 
Sales     1988 
($mil)      % 

Rank 

1989  1988 

Company 

Sales 

(Smil) 

Change 
over 
1988 

% 

6 

5 

Sears,  Roebuck 

53,794 

7.1 

61 

57 

Loews 

11,113 

5.8 

116 

127 

Bankers  Trust  NY 

7,258 

24.0 

7 

7 

Mobil 

50,220 

4.2 

62 

64 

Super  Valu  Stores 

11,000 

9.7 

117 

111 

Emerson  Electric 

6,998 

3.0 

8 

14 

Philip  Morris  Cos 

39,011 

50.9 

63 

68 

Alcoa 

10,910 

11.4 

118 

116 

SCEcorp 

6,904 

10.4 

9 

12 

Citicorp 

37,970 

18.6 

64. 

52 

Goodyear 

10,869 

0.5 

119 

119 

Ralston  Purina 

6,858 

13.4 

10 

9 

American  Tel  &  Tel 

36,112 

2.6 

65 

79 

AMR 

10,480 

18.8 

120 

150 

Bank  of  Boston 

6,844 

29.2 

11 

11 

EI  du  Pont 

35,099 

7.5 

66 

94 

JP  Morgan  &  Co 

10,394 

32.6 

121 

92 

Transamerica 

6,834 

8.7 

12 

8 

Chrysler 

34,922 

-1.6 

67 

66 

Ameritech 

10,211 

3.1 

122 

184 

Federal  Express 

6,769 

48.7 

13 

10 

Texaco 

32,416 

-3.4 

68 

71 

Georgia-Pacific 

10,171 

7.0 

123 

124 

Pacific  Enterprises 

6,762 

14.0 

14 

13 

Kmart 

29,792 

8.1 

69 

65 

Weyerhaeuser 

10,106 

1.0 

124 

145  American  Home  Prods 

6,747 

5.4 

15 

15 

Chevron 

29,443 

16.9 

70 

67 

Unisys 

10,097 

2.0 

125 

144 

Fluor 

6,733 

22.1 

16 

19 

Wal-Mart  Stores 

25,922 

24.9 

71 

78 

Unocal 

10,056 

13.6 

126 

81 

Texas  Air 

6,685 

-22.0 

17 

17 

American  Express 

25,047 

9.2 

72 

69 

General  Dynamics 

10,043 

5.2 

127 

122 

Merck 

6,551 

10.3 

18 

18 

Amoco 

23,966 

13.3 

73 

82 

Security  Pacific 

10,018 

18.1 

128 

123 

First  Interstate  Bncp 

6,535 

10.2 

19 

20 

Procter  &  Gamble 

22,605 

11.0 

74 

54 

Lockheed 

9,891 

-6.6 

129 

115 

Texas  Instruments 

6,522 

3.6 

20 

24 

American  Stores 

22,004 

19.1 

75 

131 

Enron 

9,836 

18.9 

130 

118 

Union  Pacific 

6,492 

7.0 

21 

30 

Boeing 

20,276 

19.5 

76 

80 

Sun  Company 

9,805 

13.9 

131 

154  MCI  Communications 

6,471 

26.0 

22 

21 

Occidental  Petroleum 

20,068 

3.4 

77 

76 

UAL 

9,794 

9.0 

132 

100 

LTV 

6,362 

-13.1 

23 

22 

ITT 

20,054 

3.6 

78 

75 

[ohnson  &  Johnson 

9,757 

8.4 

133 

132 

USAir  Group 

6,252 

9.5 

24 

16 

Aetna  Life  &  Cas 

19,671 

10.4 

79 

73 

US  West 

9,691 

5.1 

134 

126 

FPL  Group 

6,180 

5.6 

25 

25 

United  Technologies 

19,532 

8.5 

80 

87 

Motorola 

9,620 

16.6 

135 

142 

General  Mills 

6,180 

12.6 

26 

28 

Kroger 

18,832 

-1.2 

8J 

48 

May  Dept  Stores 

9,602- 

18.2 

136 

280 

NCNB 

6,152 

117.4 

27 

29 

Eastman  Kodak 

18,398 

8.0 

82 

72 

Pacific  Telesis 

9,593 

1.2 

137 

181 

Whirlpool 

6,152 

42.6 

28 

33 

Xerox 

17,635 

7.3 

83 

74 

Winn-Dixie  Stores 

9,486 

4.4 

138 

140 

Reynolds  Metals 

6,143 

10.3 

29 

31 

Dow  Chemical 

17,600 

5.5 

84 

n 

Anheuser-Busch  Cos 

9,481 

6.2 

139 

129 

WR  Grace 

6,115 

5.7 

30 

34 

USX 

17,533 

11.0 

85 

■ 

Bristol-Myers  Squibb 

9,189 

7.4 

140 

125 

Continental  Corp 

6,079 

3.4 

31 

32 

GTE 

17,424 

5.9 

86 

117 

Salomon 

8,999 

46.4 

141 

135 

James  River  Corp  Va 

6,071 

8.0 

32 

35 

JC  Penney 

16,103 

8.6 

87 

84 

Coca-Cola 

8,966 

7.5 

142 

143 

McDonald's 

6,066 

9.9 

33 

26 

Cigna 

15,654 

5.8 

88 

90 

Woolworth 

8,820 

9.1 

143 

107 

Honeywell 

6,059 

-15.2 

34 

27 

Atlantic  Richfield 

15,351- 

-12.9 

89 

89 

Raytheon 

8,796 

7.4 

144 

134 

HJ  Heinz 

6,022 

6.8 

35 

40 

PepsiCo 

15,242 

17.2 

90 

85 

Union  Carbide 

8,744 

5.0 

145 

152 

Campbell  Soup 

6,003 

13.9 

36 

36 

McDonnell  Douglas 

14,589 

-3.2 

91 

83 

Southwestern  Bell 

8,730 

3.3 

146 

120 

NCR 

5,956 

-0.6 

37 

60 

ConAgra 

14,467 

32.3 

92 

86 

Monsanto 

8,681 

4.7 

147 

189 

Morgan  Stanley 

5,831 

41.9 

38 

37 

American  IntI  Group 

14,150 

10.2 

93 

95 

Pacific  G&E 

8,588 

12.3 

148 

130 

Martin  Marietta 

5,796 

1.2 

39 

39 

Tenneco 

14,083 

6.4 

94 

101 

Delta  Air  Lines 

8,572 

17.0 

149 

138 

Commonwealth  Ed 

5,751 

2.5 

40 

38 

BellSouth 

13,996 

2.9 

95 

91 

Mfrs  Hanover 

8,300 

3.5 

150 

136 

PPG  Industries 

5,734 

2.1 

41 

43 

Chase  Manhattan 

13,904 

12.4 

96 

88 

Coastal  Corp 

8,271 

1.0 

151 

148 

Kimberly-Clark 

5,734 

6.3 

42 

45 

Dayton  Hudson 

13,644 

11.8 

97 

97 

Chemical  Banking 

8,227 

9.0 

152 

137 

Quaker  Oats 

5,729 

2.0 

43 

41 

Nynex 

13,211 

4.3 

98 

102 

Lincoln  National 

8,081 

16.7 

153 

■ 

Primerica 

5,695 

500.0  + 

44 

44 

Digital  Equipment 

12,937 

5.3 

99 

93 

Ashland  Oil 

8,047 

2.4 

154 

149 

Pfizer 

5,672 

5.3 

45 

42 

Westinghouse 

12,844 

2.8 

100 

98 

Archer  Daniels 

7,745 

5.0 

155 

164 

Halliburton 

5,661 

17.3 

46 

46 

Rockwell  Intl 

12,534 

3.3 

101 

96 

CSX 

7,745 

2.0 

156 

161 

Wells  Fargo 

5,649 

16.4 

47 

23 

Travelers 

12,523 

2.1 

102 

175 

Time  Warner 

7,642 

69.6 

157 

186 

Amerada  Hess 

5,589 

32.9 

48 

49 

Phillips  Petroleum 

12,384 

9.6 

103 

104 

Borden 

7,593 

4.8 

158 

158 

Walgreen 

5,555 

11.5 

49 

59 

'Hewlett-Packard 

12,345 

19.9 

104 

108 

McKesson 

7,578 

7.5 

159 

165 

First  Chicago 

5,551 

15.9 

50 

58 

Fleming  Cos 

12,045 

15.1 

105 

112 

Melville 

7,554 

11.4 

160 

156 

Consolidated  Edison 

5,551 

8.6 

51 

55 

Minn  Mining  &  Mfg 

11,990 

13.3 

106 

114 

United  Telecom 

7,549 

16.3 

161 

309 

Bank  of  New  York 

5,497 

109.8 

52 

47 

Allied-Signal 

11,942 

0.3 

107 

99 

Marriott 

7,536 

2.3 

162 

160 

Abbott  Laboratories 

5,380 

9.0 

53 

50 

Sara  Lee 

11,746 

4.8 

108 

106 

Southern  Company 

7,492 

3.6 

163 

178 

Apple  Computer 

5,372 

21.2 

54 

53 

Federal  Natl  Mortgage 

11,557 

8.7 

109 

147 

Deere  &  Co 

7,488 

31.6 

164 

■ 

Lyondell  Petrochem 

5,358 

14.1 

55 

51 

Bell  Atlantic 

11,449 

5.2 

110 

103 

Textron 

7,440 

2.1 

165 

208 

Stone  Container 

5,330 

42.4 

56 

62 

'  BankAmeiica 

11,389 

11.9 

111 

113 

Albertson's 

7,423 

9.6 

166 

233 

Ames  Dept  Stores 

5,295 

135.5 

57 

70 

International  Paper 

11,378 

19.4 

112 

110 

Baxter  International 

7,399 

7.8 

167 

146 

Bethlehem  Steel 

5,251 

-4.3 

58 

56 

Merrill  Lynch 

11,335 

7.5 

113 

109 

TRW 

7,340 

5.1 

168 

128 

Northrop 

5,248 

-9.5 

59 

63 

Great  A&P  Tea 

11,148 

10.7 

114 

141 

Sysco 

7,326 

31.7 

169 

200 

Vons  Cos 

5,221 

33.3 

60 

61 

Caterpillar 

11,126 

6.6 

115 

105 

American  Brands 

7,265 

0.4 

170 

162 

Wetterau 

5,189 

7.0 

■  Not  on 

500  list  in  1988. 
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The  Forbes  Sales  500 
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Rank 

!989  1988 


Company 


Sales 

(Smil) 


Change 
over 
1988 

% 


171     155 


Champion  Intl    5,163         0.7 


172    153 


Dana    5,157      -0.6 


173     174 


Price  Co    5,150      18.7 


174    163        American  Electric    5,140        6.2 


175    183  Cooper  Industries    5,129       20.5 


176     no        CPC  Internarional    5,103         8.6 


177     157 


Ryder  System    5,073        0.9 


178    159 


Litton  Industries    5,073        2.6 


179    169 


Scott  Paper    5,066        7.2 


180     168         Colgate-Palmolive    5,039         6.4 


181     166       Capital  Cities/ABC    4,957        3.9 


182    207 


Walt  Disney    4,839      29.1 


183    173    American  Cyanamid    4,825        5.1 


184    179        Pub  Svc  Enterprise    4,805        9.3 


185     194 


Toys  "R"  Us    4,788       19.7 


186    206 


Food  Lion    4,717      23.6 


187    139 


USF&G    4,679        1.7 


188    180 


Kellogg    4,652 


189    191 


190    204 


191     176 


195    220 


196    226 


197    190 


199     187 


200    195 


202    203 


Alco  Standard    4,207 


203    201 


204    192 


206    193 


207     li 


208    198 


209    209 


210    218 


211     196 


214    199 


217    227 


218    219 


220    212 


St  Paul  Cos    3,789 


222    248 


223    224 


224    225 


■  Not  on  500  list  in  1988. 


7.0 


Limited    4,648       14.2 


PNC  Financial    4,645      21.4 


Mead    4,612        3.3 


192    171     Burlington  Northern    4,606      -2.0 


193    177  Norfolk  Southern    4,536        1.7 


194    223      Waste  Management    4,459      25.1 


Humana    4,444       18.8 


HFAhmanson    4,372       24.5 


Boise  Cascade    4,338        5.9 


198    182         Dun  &  Bradstreet    4,322        1.3 


Texas  Utilities    4,321        4.0 


Tandy    4,284       10.0 


201    205        American  General    4,227       10.6 


Warner-Lambert    4,196        7.4 


EliLiUy    4,176        2.6 


205    210  Bergen  Brunswig    4,161       11.5 


Inland  Steel  Inds    4,147         1.9 


Navistar  Intl    4,116      -1.2 


Chubb    4,023         1.1 


Reliance  Group    4,012      29.3 


Whitman    3,986       11.3 


Dresser  Industries    3,982      -0.2 


212    232  National  Medical    3,963       15.4 


213    245  Johnson  Controls    3,894      20.7 


AMAX    3,892      -1.3 


215    202  Coca-Cola  Enterprises    3,882        0.2 


216    249   Gt  Western  Financial    3,824       20.8 


Chiquita  Brands    3,823        9.1 


Gillette    3,819        6.6 


219    215       Houston  Industries    3,790        3.8 


4.3 


221    300      Consol  Freightways    3,760      39.8 


Circle  K    3,731       28.6 


Entergy    3,724        4.4 


PacifiCorp    3,717        5  6 


225    234    Dominion  Resources    3,700       10.6 


Rank 

1989  1988 


Company 


Sales 
(Smil) 


Change 
over 
1988 

% 


226 

231 

Eaton 

3,671 

5.8 

227 

258 

Fleet/Norstar  FinI 

3,658 

19.9 

228 

214 

Duke  Power 

3,639 

0.3 

229 

330 

Black  &  Decker 

3,615 

52.3 

230 

240 

Mellon  Bank 

3,596 

10.0 

231 

247 

Turner  Corp 

3,562 

11.4 

232 

222 

Pan  Am 

3,561 

-0.2 

233 

237 

Greyhound  Dial 

3,537 

7.0 

234 

172 

Teledyne 

3,531 

-0.1 

235 

265 

AmBase 

3,526 

18.4 

236 

235 

Gannett 

3,518 

6.1 

237 

236 

Cummins  Engine 

3,511 

6.1 

238 

216 

Grunmian 

3,506 

-2.4 

239 

211 

Fund  American  Cos 

3,490 

-5.8 

240 

307 

Household  Intl 

3,490 

32.3 

241 

221 

TW  Holdings 

3,485 

-2.5 

242 

246 

Bank  of  New  England 

3,478 

8.8 

243 

242 

Times  Mirror 

3,475 

6.6 

244 

151 

Paramount  Commun 

3,463 

-34.4 

245 

261 

Ingersoll-Rand 

3,447 

14.1 

246 

238 

FMC 

3,415 

3.9 

247 

228 

Consolidated  Rail 

3,411 

-2.3 

248 

243 

Philadelphia  Elec 

3,406 

5.5 

249 

260 

MCA 

3,382 

11.9 

250 

241 

Paccar 

3,331 

1.9 

251 

272 

First  Union 

3,313 

14.3 

252 

255 

Service  Merchandise 

3,307 

6.9 

253 

257 

Avon  Products 

3,300 

7.7 

254 

273 

SunTrust  Banks 

3,296 

14.1 

255 

344 

Student  Loan 

3,281 

44.4 

256 

352 

Costco  Wholesale 

3,254 

48.4 

257 

264 

Giant  Food 

3,249 

8.8 

258 

252  Columbia  Gas  System 

3,204 

2.4 

259 

253 

Detroit  Edison 

3,203 

3.3 

260 

263 

Continental  Bank 

3,203 

6.3 

261 

295 

Banc  One 

3,163 

15.7 

262 

270 

Genuine  Parts 

3,161 

7.5 

263 

267 

Schering-Plough 

3,158 

6.3 

264 

325 

Masco 

3,151 

29.2 

265 

292 

Rite  Aid 

3,134 

14.2 

266 

276 

Intel 

3,127 

8.8 

267 

275 

RR  Donnelley  &  Sons 

3,122 

8.5 

268 

268 

Contel 

3,114 

5,1 

269 

282 

CalFed 

3,099 

10.1 

270 

285 

Hercules 

3,092 

10.3 

271 

407 

Maytag 

3,089 

63.8 

272 

301 

Kerr-McGee 

3,087 

14.8 

273 

311 

Dillard  Dept  Stores 

3,049 

19.2 

274 

312 

Bamett  Banks 

3,038 

19.3 

275 

308 

American  Petrofina 

3,036 

15.2 

276 

363  Tele-Communications 

3,026 

32.6 

277 

394 

MNC  Financial 

3,019 

52.2 

278 

266 

Nitional  Intergroup 

3,008 

1.1 

279 

279 

Owens-Coming 

3,000 

6.0 

280 

284 

First  Fidelity  Bncp 

2,993 

6.7 

Rank 

1989  1988 


300 


308 


Company 


Sales 
($mU) 


Change 
over 
1988 

% 


281    288 


Transco  Energy    2,989         7.7 


282    250 


Santa  Fe  Pacific    2,978      -5.3 


283    287 


CBS    2,962        6.6 


284    269 


CMS  Energy    2,961        0.6 


285    390 


Tyson  Foods    2,937      46.8 


286    213 


Control  Data    2,935    -19.1 


287    320 


Norwest    2,930       18.4 


288    317      Paine  Webber  Group    2,926      16.5 


289    278      General  Public  Utils    2,911 


2.7 


290    290 


Upjohn    2,907        5.6 


291     286    Niagara  Mohawk  Pwr    2,906        3.8 


292    299 


Universal    2,902        7.3 


293    378        Compaq  Computer    2,876      39.2 


294    306 


Pitney  Bowes    2,876        8.5 


295    298       Carter  Hawley  Hale    2,864         5.7 


296    239 


Brunswick    2,826    -13.9 


297    277 


Safeco    2,808       10.1 


298    322       Consol  Natural  Gas    2,802      13.5 


299    304 


AMP    2,797 


4.8 


Panhandle  Eastern    2,781     120.4 


301     251 


Kemper    2,774       14.4 


302    294 


General  Re    2,771         1.3 


303    305 


Union  Camp    2,761        3.8 


304    391 


Home  Depot    2,759      38.0 


305    293 


Enserch    2,742        0.1 


306    323 


GlenFed    2,732       10.9 


307    321 


Castle  &  Cooke    2,718       10.1 


Penn  Traffic    2,700    128.8 


309    338 


Phelps  Dodge    2,700       16.4 


310    356     Browning-Ferris  Inds    2,683      23.5 


311    336 


Nordstrom    2,671       14.7 


312    271       Quantum  Chemical    2,671      -8.6 


313    354  Roadway  Services    2,661       21.8 


314    313 


Rohm  &  Haas    2,661 


5.0 


315    367 


Harris  Corp    2,656      26.2 


316    319        Air  Prods  &  Chems    2,654 


6.7 


317    348 


Sovran  Financial    2,651       18.9 


318    315 


Lowe's  Cos    2,651        5.3 


319    281     Provident  Life  &  Ace    2,639      -1.6 


320    256         Wang  Laboratories    2,620    -14.8 


321    328 


Premark  Intl    2,592 


8.2 


322    366       Republic  New  York    2,575      22.3- 


323    318         Central  &  So  West    2,549        1,5 


324    349 


Narional  City    2,547       14.4 


325    355 


NBD  Bancorp    2,542       16.6 


326    316 


VF    2,533         0,7 


327    303  Armstrong  World  Inds    2,513      -6.3 


328    339 


Olin    2,509        8.7 


329    398  First  Bank  System    2,500      28.7 


330    382 


Capital  Holding    2,500      22.2 


331    341 


US  Shoe    2,492         9  6 


332    335      Berkshire  Hathaway    2,484        6  5 


333    342     Carolina  Power  &  Lt    2,481         9,1 


334    327 


Parker  Hannifin    2,479        3  4 


335    334 


Tribune    2,455 


5,1 
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OUR  CLIENT  LIST  INCLUDES 
50%  OF  THE  FORTUNE  500. 
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THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND. 


When  the  leaders  of  America's  most  important  companies  seek 
expertise  in  insurance  and  financial  services,  they  turn  to  the  company  that 
can  help  them  the  most.  The  Travelers. 

We  tailor  our  broad  range  of  products  and  services  to  fit  the  specific 
needs  of  our  diverse  clients. 

This  flexibility  is  backed  by  the  powder  of  our  $50+  billion  in  assets 
and  125  years  of  experience.  As  a  result,  our  clients  are  better  equipped 
to  meet  the  growing  demands  of  the  business  world.  With  confidence  and 
financial  peace  of  mind . 


lompanies,  Hartford.  Connecticjt  06183 


TheTravelers, 

You're  better  off  under  the  Umbrella." 


c  1989  The  Travelers  Corporat 


1  he  Forbes  Sales  500  mum^m 

*'!jhlL#*  r  '^■"'  ,    \ 

'l^^ 

Rank 
1989  198f 

Sales 

t             Company            (Smil) 

Change 
over 
1988 

% 

Rank 

1989  1988 

Sales 
Company            (Smil) 

Change 
over 
1988 

% 

Rank 
1989  1988 

Sales 
Company            (Smil) 

Change 
over 
1988 

% 

336 

371 

Citizens  &  Southern    2,447 

17.1 

391 

■ 

Waban    2,057 

24.4 

< 

446 

494 

Spiegel    1, 

696 

21.0 

337 

365 

Coming    2,439 

15.0 

392 

475Great  American  Mgmt    2,046 

36.0 

447 

449 

Automatic  Data     1 

689 

4.5 

338 

337 

American  Family    2,438 

4.9 

393 

473 

NIKE    2,040 

23.5 

448 

451 

Dow  Jones    1, 

688 

5.3 

339 

386 

First  Wachovia    2,433 

20.5 

394 

429 

Mapco    2,029 

16.8 

449 

443 

Masco  Industries    1 

687 

2.1 

340 

297 

Ethyl    2,432 

16.2 

395 

411 

Intl  Multifoods    2,026 

9.7 

450 

486 

Tandem  Computers    1 

677 

17.7 

341 

343 

Marsh  &  McLennan    2,428 

6.8 

396 

430 

Centex    2,019 

16.7 

451 

■ 

US  Bancorp     1 

672 

21.1 

342 

375 

Bear  Steams  Cos    2,427 

16.8 

397 

384 

Union  Electric    2,010 

-0.9 

452 

459So  N  England  Telecom    1 

671 

5.6 

343 

■ 

Maxxam    2,423 

366.7 

398 

419 

Louisiana-Pacific    2,010 

11.7 

453 

453 

Sonoco  Products    1 

656 

3.5 

344 

244 

Armco    2,423 

-24.9 

399 

409 

Baltimore  G&E    2,004 

7.5 

454 

480 

Murphy  Oil    1 

653 

12.1 

345 

358 

Hershey  Foods    2,421 

11.7 

400 

329 

General  Cinema     ] 

,991 

-9.9 

455 

■' 

Union  Bank    1 

650 

109.6 

346 

326 

BF  Goodrich    2,420 

0.1 

401 

388 

No  States  Power    ] 

,990 

-0.8 

456 

491 

EG&G     1 

650 

17.3 

347 

340 

Geo  A  Hormel    2,410 

5.3 

402 

405 

Stanley  Works    1 

,972 

3.3 

457 

472 

New  England  Electric    1 

643 

8.1 

348 

332 

Engelhard    2,403 

2.2 

403 

448 

Circuit  City  Stores 

,969 

21.6 

458 

496 

KeyCorp    1 

642 

17.8 

349 

350 

Pennsylvania  P&L    2,356 

6.4 

404 

433 

Sequa     1 

,959 

14.4 

459 

314 

Natl  Semiconductor    1 

638 

-14.3 

350 

362 

Long  Island  Lighting    2,348 

9.8 

405 

397 

Freeport-McMoRan 

,958 

0.7 

460 

457 

Subara  of  America     1 

637 

3.4 

351 

333 

Baker  Hughes    2,341 

0.2 

406 

403 

Trinova 

,942 

1.2 

461 

440 

Torchmark    1 

634 

-2.2 

352 

372 

Pennzoil    2,330 

11.6 

407 

489 

Golden  West  Finl 

,941 

37.6 

462 

458 

Pittston    1 

631 

3.0 

353 

296 

Aon    2,325 

4.1 

408 

426 

Geico 

,939 

5.9 

463 

441 

Square  D    1 

631 

-1.6 

354 

412 

Midlantic    2,320 

25.6 

409 

406 

GenCorp    ] 

,938 

2.5 

464 

484 

E-Systems    1 

626 

13.0 

355 

353 

Westvaco    2,315 

5.8 

410 

351 

UNUM 

,934 

15.3 

465 

461 

Hanover  Insurance    1 

622 

2.7 

356 

345 

Mercantile  Stores    2,313 

2.1 

411 

439 

Hills  Dept  Stores 

,929 

20.2 

466 

474 

Nicor    1 

622 

7.4 

357 

383 

Centerior  Energy    2,302 

13.0 

412 

425 

General  Signal 

,918 

9.0 

467 

471 

Gulf  States  Utils     1 

607 

5.7 

358 

259 

First  Executive    2,288 

NA 

413 

413 

Crown  Cork  &  Seal 

,910 

4.1 

468 

479 

Sundstrand    1 

595 

8.0 

359 

377 

Fred  Meyer    2,285 

10.2 

414 

414 

Springs  Industries 

,909 

4.6 

469 

452  Great  American  Bank    1 

593 

-0.5 

360 

379 

Bmno's    2,271 

10.1 

415 

410 

Polaroid 

,905 

2.2 

470 

456 

Witco    1 

588 

0.1 

361 

346 

Valhi    2,269 

0.8 

416 

■ 

Readers  Digest  Assn 

,902 

NA 

471 

478 

National  Service    1 

587 

7.1 

362 

373 

Knight-Ridder    2,268 

8.9 

417 

462 

HomeFed 

,896 

20.1 

472 

■ 

Gap    1 

587 

26.7 

363 

283 

Shawmut  National    2,262 

8.0 

418 

432 

Willamette  Inds 

,892 

10.2 

473 

487 

Beneficial  Corp     1 

578 

11.3 

364 

357 

Allegheny  Power    2,258 

4.0 

419 

446 

CoreStates  Financial 

,888 

15.9 

474 

463 

Ohio  Casualty     1 

577 

3.5 

365 

392 

Arkla    2,246 

12.5 

420 

431 

PHH 

1,868 

8.8 

475 

■ 

Harnischfeger  Inds     1 

568 

25.7 

366 

274 

ICH    2,239 

NA 

421 

424 

Cabot 

1,863 

5.3 

476 

■ 

Henley  Group     1 

566 

60.9 

367 

364 

American  President    2,234 

4.8 

422 

427 

Becton  Dickinson 

1,834 

4.9 

477 

■ 

Bindley  Western  Inds     1 

561 

22.4 

368 

370 

Nash  Finch    2,224 

6.3 

423 

422 

Reebok  International 

1,822 

2.0 

478 

469 

Nipsco  Industries     1 

,560 

2.3 

369 

387 

Yellow  Freight  Sys    2,220 

10.1 

424 

434 

Brown  Group 

,821 

6.7 

479 

302 

Zenith  Electronics     1 

549 

-42.3 

370 

393 

Asarco    2,211 

11.2 

425 

399 

Avnet 

,801 

-6.8 

480 

464  Fleetwood  Enterprises     1 

543 

-1.5 

371 

374 

Northeast  Utilities    2,206 

6.1 

426 

■ 

Seagate  Technology 

,797 

33.0 

481 

■ 

Arvin  Industries     1 

541 

17.3 

372 

380 

Manville    2,192 

6.3 

427 

■ 

Cyprus  Minerals 

,790 

34.9 

482 

465 

Timken     1 

533 

-1.4 

373 

347 

USG    2,191 

-2.5 

428 

416 

McGraw-Hill 

1,789 

-1.6 

483 

490 

Norton     1 

531 

8.6 

374 

40C 

Ulinois  Tool  Works    2,173 

12.6 

429 

450 

Dean  Foods 

1,783 

10.6 

484 

■ 

Hannaford  Bros     1 

521 

20.5 

375 

404 

Morrison  Knudsen    2,170 

13.6 

430 

497 

Sonat 

,778 

27.7 

485 

■ 

Tecumseh  Products     1 

510 

38.1 

376 

361 

Ohio  Edison    2,155 

0.6 

431 

435 

New  York  Times 

1,769 

4.0 

486 

360 

Pinnacle  West     1 

508 

-30.0 

377 

■ 

TJX  Cos    2,149 

11.9 

432 

470 

Adolph  Coors 

1,764 

15.9 

487 

483 

Rose's  Stores     1 

508 

4.7 

378 

389 

Florida  Progress    2,129 

6.4 

433 

291 

Interco 

1,759 

-24.3 

488 

■ 

Morton  International     1 

499 

12.5 

379 

365 

Temple-Inland    2,124 

1.2 

434 

■ 

Comdisco 

1,758 

32.1 

489 

■ 

La large     1 

497 

14.4 

380 

396 

Sherwin-Williams    2,123 

8.9 

435 

368 

Mack  Tracks 

,751 

-16.7 

490 

■ 

CBI  Industries     1 

495 

8.7 

381 

445 

Itel    2,121 

29.1 

436 

■ 

JWP 

1,742 

88.3 

491 

467 

Wisconsin  Energy     1 

493 

-3.1 

382 

395 

Dover    2,120 

8.5 

437 

437 

Public  Service  Colo 

,741 

3.3 

492 

■ 

Wheelabrator  Tech     1 

493 

22.8 

383 

401 

Longs  Dmg  Stores    2, l)  1 

9.6 

438 

460 

Avery  International 

1,732 

9.5 

493 

■ 

CrossLand  Savings     1 

486 

8.9 

384 

385 

Beverly  Enterprises    2,104 

3.9 

439 

■ 

Smith's  Food  &  Drug 

,732 

24.3 

494 

■    1 

Boatmen's  Bancshares     1 

476 

7.1 

385 

418 

Amdahl    2,101 

16.6 

440 

468 

WW  Grainger 

1,727 

12.5 

495 

■ 

First  City  Bncp  Texas     1 

458 

NA 

386 

421 

Tyco  Laboratories    2,100 

17.2 

441 

466 

Penn  Central 

1,725 

11.5 

496 

■ 

Crane     1 

456 

10.8 

387 

417 

Diamond  Shamrock    2,091 

15.9 

442 

438 

Williams  Cos 

1,717 

2.6 

497 

488 

Bowater    1 

450 

2.8 

388 

376 

San  Diego  G&E    2,082 

0.3 

443 

359 

Burlington  Resources 

1,715 

-20.9 

498 

■ 

Washington  Post     1 

444 

5.6 

389 

408 

Bally  Manufacturing    2,069 

10.8 

444 

447 

Super  Food  Services 

1,710 

6.6 

499 

■ 

Computer  Sciences     1 

443 

15.1 

390 

481 

Sun  Microsystems    2,062 

41.1 

445 

492 

Southeast  Banking 

1,706 

21.4 

500 

■ 

Tosco     1 

441 

26.1 

■  Not  on 

50()  list  in  1988.     NA:  Not  available. 
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The  Money  Makers: 

The  Economics  of  a  Class  Truck. ..and  a  Class  Driver. 


The  bond  between  a  Peterbilt  driver 
and  a  Peterbilt  truck  is  legendary.  We  call  this 
relationship  The  Money  Makers. 

Peterbilts  are  the  very  trucks  that  attract 
. . .  and  retain . . .  the  kind  of  quality  drivers  that 
know  how  to  professionally  operate  lightweight 
Peterbilts  to  their  maximum  efficiencies. 

The  economics  of  such  a  relationship  are 
clear,  and  show  up  where  it  counts ...  on 
your  bottom  line.  Less  down  time  with  trucks 
and  personnel,  and  greater  fuel  economy 


can  be  earned  by  intelligent  driving. 

Find  out  more  about  the  class  trucks  that 
attract  class  drivers  by  calling  1-800-447-4700 
for  the  Peterbilt  dealer  nearest  you  And  for 
financing  see  your  PACCAR  Financial 
representative. 


pjdEnMr 


Class  Attracts  Class 


A  DIVISION  OF 


The  Forbes  Profits  500 


For  the  first  time  since  1985,  profits  of  the 
500  largest  firms  are  lower  than  they  were 
a  year  earlier. 


AGGREGATE  NET  EARNINGS  of  the  500  most  profitable 
U.S.  companies  decreased  2.7%,  from  $187  billion 
b  in  1988  to  $182  billion  in  1989. 

This  disappointing  year  was  a  fitting  end  to  a  decade 
that,  while  a  prosperous  one  for  the  stock  market,  was  a 
letdown  for  U.S.  business.  While  profits  at  the  biggest 
firms  climbed  a  nominal  65%,  adjusted  for  inflation  they 
were  up  only  0.3%  from 
1979. 

Profits  virtually  flat  from 
1979?  In  a  decade  when  the 
stock  market  nearly  tre- 
bled? Does  that  mean  a  de- 
cade of  wrenching  plant 
shutdowns  and  layoffs  was 
all  for  naught?  Not  neces- 
sarily. Remember  that  the 
decade  was  accompanied  by 
increased  leverage  as  well. 
Thus,  a  somewhat  larger 
fraction  of  corporate  operat- 
ing earnings  are  paid  out  as 
interest,  leaving  a  smaller 
fraction  for  returns  to  equity  capital.  A  bit  of  a  paradox 
here.  Net  profits  were  stagnant,  but  operating  income 
probably  was  not. 

Our  profit  figures  are  net  of  restructuring  charges,  which 
took  their  toll  in  1 989.  ibm,  which  was  ranked  first  last  time 
with  profits  of  $5.5  billion,  took  a  $2.4  billion  restructuring 
charge  and  dropped  to  fourth  place.  Writeoffs  associated 
with  the  Exxon  Valdez  oilspill  in  Alaska  caused  Exxon  to  fall 
from  third  to  fifth  place  and  show  a  43%  drop  in  profits.  Large 


Rank 
1989       1988 

Company 

Net 
profits 
(Smil) 

Change 
over 
1988 

% 

Cash 
flow 
($mU) 

Cash 
flow 
rank 
1989 

1 

4 

General  Motors 

4,224.3 

-8.8 

11,656 

1 

2 

5 

General  Electric 

3,939.0 

16.3 

6,195 

5   " 

f 

3 

2 

Ford  Motor 

3,835.0 

-27.6 

8,064 

3 

4 

1 

IBM 

3,758.0 

-31.6 

9,183 

2 

5 

3 

Exxon 

2,975.0 

^3.4 

7,977 

4 

6 

9 

Philip  Morris  Cos 

2,946.0 

42.7 

4,140 

10'^ 

7 

■ 

American  Tel  &  Tel 

2,697.0 

DP 

6,063 

6 

8 

6 

Dow  Chemical 

2,487.0 

3.2 

3,548 

15 

9 

7  EI  du  Pont  de  Nemours 

2,480.0 

13.2 

5,010 

7 

10 

18 

Texaco 

2,413.0 

85.0 

4,075 

12 

r 

restructurings    at    Lockheed    and    McDormell    Douglas 
knocked  these  aerospace  firms  off  this  year's  list. 

As  they  did  in  1 98  7,  several  of  the  large  banks  significantly 
increased  their  loan  loss  reserves  in  1989.  Not  only  did  this 
put  a  strain  on  the  Forbes  500  profits,  but  large  losses  at 
Chase  Manhattan,  Manufacturers  Hanover,  Chemical  Bank 
and  Bankers  Trust  left  them  off  this  year's  list.  In  compari- 
son, the  same  group  of  banks 
added  $3.2  billion  in  profits 
in  1988. 

After  taking  its  lumps  in 
1988  with  a  giant  writeoff 
that  resulted  in  a  $1.7  bil- 
lion net  loss,  AT&T  re- 
turned to  this  year's  list  in 
the  seventh  position,  with 
profits  of  $2.7  billion.  Uno- 
cal, Centerior  Energy  and 
New  England  Electric  also 
recovered  from  writeoffs  to 
rejoin  the  list. 

BHC  Communications, 
with  profits  of  $811  mil- 
lion, made  the  Forbes  Profits  500  for  the  first  time,  but  its 
appearance  is  a  fluke.  This  broadcaster  was  a  major  share- 
holder of  Warner  Communications  before  the  Time- 
Warner  merger.  The  investment  added  $774  million  in 
profits  to  BHC,  an  event  that  is  unlikely  to  repeat  itself. 

Profits  fell  over  70%  at  ces  and  ual,  but  with  good 
reason.  Earnings  for  both  firms  in  1988  had  been  boosted 
by  the  sale  of  discontinued  operations,  ces  sold  its  record 
division  to  Sony,  and  ual  sold  off  nonairline  assets. 


-^ 


Winners 

The  leaders  in  profit  rebounds 

Rank 
1989        1988 

Company 

Net  profits 
1989                  1988 
(Smil) 

295 

Continental  Corp 

153.1 

0.9 

46 

BHC  Communications 

810.8 

15.5 

40 

Pacific  G&E 

900.6 

62.1 

415 

Sun  Company 

98.0 

7.0 

192 

Unocal 

260.0 

24.0 

■  Not  on 

500  lis 

I  in  1988.    D-P:  Deficit  to  profit. 

Losers 

The  laggards  in  profit  growth 

Rank 

•1989         1988 

Company 

Net 
profits 
(Smil) 

Change 
over 
1988 

200 

11 

Chevron 

251.0 

-85.8 

163 

26 

CBS 

297.1 

-74.2 

151 

29 

UAL 

324.2 

-71.2 

89 

12 

Citicorp 

498.0 

-70.7 

492 

202 

Fund  American  Cos 

73..? 

-70.3 
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Rank 
1989     1988 

Company 

Net 
profits 
($mil) 

Change 
over 
1988 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1989 

Rank 
1989      1988 

Company 

Net 
profits 
($mil) 

Change 
over 
1988 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1989 

11 

14 

Atlantic  Richfield 

1,953.0 

23.4 

3,864 

14 

66 

63 

Aetna  Life  &  Cas 

639.4 

-8.5 

777 

107 

12 

8 

Mobil 

1,809.0 

-13.3 

4,311 

9 

67 

80 

American  Brands 

630.8 

8.8 

837 

98 

13 

33 

Coca-Cola 

1,723.8 

65.0 

1,908 

29 

68 

74 

American  Electric 

628.9 

0.3 

1,126 

71 

14 

13 

BellSouth 

1,695.0 

1.8 

4,561 

8 

69 

73 

Norfolk  Southern 

606.2 

-4.5 

953 

84 

15 

10 

Amoco 

1,610.0 

-22.0 

4,110 

11 

70 

78 

Consolidated  Edison 

606.1 

1.1 

931 

88 

16 

38 

Sears,  Roebuck 

1,508.5 

65.9 

2,170 

25 

71 

■ 

Honeywell 

604.1 

DP 

899 

92 

17 

23 

Merck 

1,495.4 

23.9 

1,717 

32 

72 

142 

MCI  Communications 

603.0 

69.4 

1,258 

56 

18 

129 

Paramount  Commun 

1,417.4 

264.2 

2,141 

26 

73 

94 

Wells  Fargo 

601.1 

17.3 

755 

113 

19 

20 

GTE 

1,417.3 

15.7 

4,039 

13 

74 

97 

General  Re 

598.5 

24.7 

599 

134 

20 

28 

Procter  &  Gamble 

1,395.0 

23.7 

2,207 

24 

75 

70 

Union  Pacific 

595.0 

-7.6 

1,198 

60 

21 

21 

American  Intl  Group 

1,367.5 

13.1 

1,510 

39 

76 

85 

Emerson  Electric 

593.1 

9.7 

825 

99 

22 

25 

Minn  Mining  &  Mfg 

1,244.0 

7.8 

2,005 

27 

77 

82 

Philadelphia  Elec 

590.4 

4.3 

909 

89 

23 

24 

Pacific  Telesis 

1,242.0 

4.5 

3,084 

18 

78 

92 

Dun  &  Bradstreet 

586.4 

17.5 

868 

95 

24 

19 

Ameritech 

1,238.2 

0.1 

3,035 

19 

79 

46 

Tenneco 

584.0 

-29.0 

1,081 

72 

25 

34 

American  Express 

1,157.0 

11.4 

1,157 

68 

80 

65 

Union  Carbide 

573.0 

-13.4 

1,071 

74 

26 

27 

US  West 

1,110.7 

-1.9 

2,823 

21 

81 

108 

Duke  Power 

571.6 

27.6 

1,177 

62 

27 

37 

American  Home  Prods 

1,102.2 

10.7 

1,270 

54 

82 

102 

Waste  Management 

562.1 

21.1 

957 

83 

28 

30 

Southwestern  Bell 

1,092.8 

3.1 

2,984 

20 

83 

99 

Cigna 

562.0 

26.3 

562 

150 

29 

36 

Johnson  &  Johnson 

1,082.0 

11.1 

1,496 

40 

84 

87 

Pub  Svc  Enterprise 

542.1 

2.6 

1,140 

70 

30 

42 

Wal-Mart  Stores 

1,075.9 

28.5 

1,345 

46 

85 

95 

Reynolds  Metals 

532.7 

10.5 

733 

116 

31 

16 

Bell  Atlantic 

1,074.5 

-18.4 

3,494 

16 

86 

15 

Eastman  Kodak 

529.0 

-62.1 

1,855 

30 

32 

55 

USX 

965.0 

27.6 

2,301 

23 

87 

93 

Raytheon 

528.8 

8.0 

810 

102 

33 

407 

General  Cinema 

947.5 

500.0  + 

1,000 

81 

88 

104 

Allied-Signal 

528.0 

14.0 

952 

85 

34 

40 

Alcoa 

944.9 

9.7 

1,601 

38 

89 

12 

Citicorp 

498.0 

-70.7 

1,243 

57 

35 

54 

Eli  Lilly 

939.5 

23.5 

1,169 

64 

89 

86 

May  Dept  Stores 

498.0 

-6.7 

767 

110 

36 

47 

ITT 

922.0 

12.9 

1,407 

43 

89 

111 

Motorola 

498.0 

11.9 

1,148 

69 

36 

45 

Westinghouse 

922.0 

12.1 

1,289 

53 

92 

76 

Caterpillar 

497.0 

-19.3 

968 

82 

38 

39 

Loews 

907.1 

-0.1 

1,014 

80 

93 

117 

HJ  Heinz 

486.3 

14.5 

653 

125 

39 

52 

PepsiCo 

901.4 

18.3 

1,673 

34 

94 

132 

Capital  Cities/ ABC 

485.7 

25.5 

643 

126 

40 

■ 

Pacific  G&E 

900.6 

500.0  + 

1,994 

28 

95 

140 

Archer  Daniels 

482.3 

32.4 

719 

119 

41 

22 

Digital  Equipment 

875.8 

-27.6 

1,620 

37 

96 

358 

Amerada  Hess 

476.3 

283.5 

1,022 

79 

42 

56 

International  Paper 

864.0 

14.6 

1,423 

42 

97 

150 

Delta  Air  Lines 

473.2 

37.3 

902 

90 

43 

58 

Abbott  Laboratories 

859.8 

i4.3 

1,167 

66 

98 

128 

Schering-Plough 

471.3 

20.9 

583 

139 

44 

41 

Southern  Company 

846.0 

0.0 

1,801 

31 

99 

186 

Salomon 

470.0 

67.9 

549 

152 

45 

84 

BankAmerica 

820.0 

49.9 

1,043 

78 

100 

110 

PacifiCorp 

465.6 

4.2 

1,047 

77 

46 

■ 

BHC  Commun 

810.8 

500.0  + 

943 

86 

101 

100 

PPG  Industries 

465.2 

-0.5 

775 

109 

47 

43 

Hewlett-Packard 

809.0 

-2.5 

1,317 

51 

102 

113 

American  General 

464.0 

5.0 

464 

183 

48 

17 

Nynex 

807.6 

-38.6 

3,125 

17 

103 

■ 

Burlington  Resources 

458.1 

500.0  + 

719 

118 

49 

90 

Federal  Natl  Mortgage 

807.3 

59.3 

807 

103 

104 

98 

AMR 

454.8 

-4.6 

1,067 

75 

50 

48 

JC  Penney 

802.0 

-0.6 

1,077 

73 

105 

313 

CSX 

452.0 

207.5 

899 

91 

51 

71 

Texas  Utilities 

779.1 

21.2 

1,051 

76 

106 

124 

Berkshire  Hathaway 

447.5 

12.1 

480 

178 

52 

53 

SCEcorp 

778.2 

2.2 

1,625 

36 

107 

199 

NCNB 

447.1 

77.1 

578 

140 

53 

62 

\     Anheuser-Busch  Cos 

767.2 

7.2 

1,178 

61 

108 

130 

Baxter  International 

446.0 

14.9 

814 

101 

54 

■ 

^-     Bristol-Myers  Squibb 

747.0 

-40.5 

943 

87 

109 

353 

Centel 

443.8 

251.5 

643 

127 

55 

72 

Security  Pacific 

740.6 

15.9 

857 

96 

110 

125 

Morgan  Stanley 

443.0 

12.3 

484 

176 

56 

81 

Walt  Disney 

729.4 

28.0 

1,211 

59 

111 

136 

Sara  Lee 

440.8 

17.0 

783 

106 

57 

69 

McDonald's 

726.7 

12.5 

1,165 

67 

112 

121 

Apple  Computer 

438.4 

4.5 

563 

148 

58 

51 

Rockwell  Intl 

720.7 

-7.5 

1,332 

47 

113 

106 

Champion  Intl 

432.4 

-5.3 

711 

120 

59 

131 

Xerox 

704.0 

81.5 

1,469 

41 

114 

■ 

Detroit  Edison 

426.0 

DP 

755 

112 

60 

66 

United  Technologies 

702.1 

6.5 

1,322 

50 

115 

412 

Travelers 

424.0 

500.0  + 

519 

161 

61 

61 

Commonwealth  Ed 

693.7 

-5.9 

1,656 

35 

116 

135 

Kimberly-Clark 

423.8 

11.9 

635 

129 

62 

50 

Pfizer 

681.1 

-13.9 

888 

93 

117 

96 

KeUogg 

422.1 

-12.1 

590 

135 

63 

79 

Monsanto 

679.0 

14.9 

1,369 

45 

118 

141 

Chubb 

420.8 

17.0 

445 

190 

64 

77 

Boeing 

675.0 

9.9 

1,302 

52 

119 

119 

Houston  Industries 

413.5 

4.6 

807 

104 

65 

101 

Georgia-Pacific 

661.0 

41.5 

1,175 

63 

120 

153 

Warner-Lambert 

412.7 

21.3 

518 

163 

■  Not 

on  500  list  in  1988.     DP:  Deficit  to  profit. 
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Rank 
1989     1988 

Company 

Net 
profits 
(Smil) 

Change 
over 
1988 

% 

Cash 
How 
(Smil) 

Cash 
flow 
rank 
1989 

Rank 
1989     1988 

Company 

Net 

profits 
(SmU) 

Change 
over 
1988 

% 

Cash 
flow 
(Smil) 

Cash 
flow 
rank 
1989 

121 

114 

NCR 

412.0 

-6.2 

708 

121 

176 

163 

Colgate-Palmolive 

280.0 

-11.9 

377 

219 

122 

115 

Dominion  Resources 

410.7 

-6.3 

879 

94 

177 

171 

Baltimore  G&E 

276.3 

-8.9 

447 

189 

123 

109 

FPL  Group 

410.4 

-8.3 

1,169 

65 

178 

262 

bapital  Holding 

275.7 

45.2 

300 

267 

124 

194 

Deere  &  Co 

410.4 

53.4 

607 

133 

179 

212 

Browning-Ferris  Inds 

269.4 

14.3 

536 

156 

125 

183 

Dayton  Hudson 

410.0 

42.9 

725 

117 

180 

207 

Sovran  Financial 

269.2 

10.7 

347 

233 

126 

146 

St  Paul  Cos 

398.2 

12.9 

450 

187 

181 

205 

First  Wachovia 

269.0 

10.1 

321 

247 

127 

143 

Melville 

398.1 

12.3 

504 

168 

182 

314 

Lincoln  National 

268.9 

78.2 

309 

258 

128 

139 

Gannett 

397.5 

9.1 

588 

136 

183 

188 

Textron 

268.7 

-1.2 

483 

177 

129 

107 

Intel 

391.0 

-13.7 

641 

128 

184 

229 

Cooper  Industries 

267.8 

19.3 

457 

186 

130 

112 

PNC  Financial 

377.4 

-14.7 

448 

188 

185 

178 

Boise  Cascade 

267.6 

-7.5 

470 

181 

131 

256 

Carolina  Power  &  Lt 

376.1 

91.1 

753 

114 

186 

120 

Phelps  Dodge 

267.0 

-36.5 

400 

203 

132 

123 

Scott  Paper 

375.5 

-6.3 

682 

122 

187 

■ 

Centerior  Energy 

266.9 

DP 

548 

153 

133 

■ 

Lyondell  Petrochem 

374.0 

-31.1 

395 

207 

188 

285 

New  York  Times 

266.6 

59.0 

366 

223 

134 

155 

Fleet/Norstar  Finl 

371.3 

10.6 

495 

175 

189 

■ 

LTV 

264.9 

DP 

497 

174 

135 

89 

United  Telecom 

362.9 

-28.7 

1,325 

49 

190 

214 

National  City 

263.3 

12.9 

317 

250 

136 

234 

Ohio  Edison 

361.0 

64.9 

634 

130 

191 

195 

TRW 

263.0 

0.9 

303 

264 

137 

60 

AMAX 

360.4 

-51.4 

587 

138 

192 

■ 

Unocal 

260.0 

500.0  + 

1,264 

55 

138 

32 

Chrysler 

359.0 

-65.8 

1,700 

33 

193 

176 

Coming 

259.4 

-11.3 

431 

194 

139 

88 

First  Chicago 

358.7 

-30.1 

498 

172 

194 

225 

NBD  Bancorp 

258.8 

13.9 

313 

254 

140 

156 

Pennsylvania  P&L 

353.4 

6.4 

656 

123 

195 

228 

Student  Loan 

257.6 

14.5 

258 

293 

141 

105 

Ralston  Purina 

350.1 

-23.6 

576 

142 

196 

227 

Bamett  Banks 

256.7 

13.3 

352 

231 

142 

154 

Banc  One 

348.2 

2.4 

410 

199 

197 

173 

First  Union 

256.2 

-13.7 

367 

222 

143 

204 

Limited 

346.9 

41.5 

512 

166 

198 

165 

Occidental  Petroleum 

256.0 

-18.2 

1,382 

44 

144 

90 

General  Mills 

341.7 

^2.1 

506 

167 

199 

222 

WR  Grace 

253.2 

10.7 

571 

144 

145 

83 

Weyerhaeuser 

341.1 

-39.6 

822 

100 

200 

11 

Chevron 

251.0 

-85.8 

2,813 

22 

146 

168 

SunTrust  Banks 

337.3 

9.3 

425 

196 

201 

283 

Cyprus  Minerals 

250.1 

47.1 

348 

232 

147 

198 

Compaq  Computer 

333.3 

30.6 

405 

201 

202 

133 

Quantum  Chemical 

247.4 

-35.4 

399 

205 

148 

149 

Transamerica 

332.2 

11.1 

543 

154 

203 

304 

Knight-Ridder 

247.2 

58.1 

355 

228 

149 

182 

Woolworth 

329.0 

14.2 

533 

157 

204 

127 

Bethlehem  Steel 

245.7 

-37.3 

571 

145 

150 

179 

CPC  International 

327.5 

13.3 

543 

155 

205 

282 

MNC  Financial 

245.1 

43.9 

308 

259 

151 

29 

UAL 

324.2 

-71.2 

841 

97 

206 

209 

James  River  Corp  Va 

245.0 

2.2 

532 

158 

152 

49 

Kmart 

322.7 

-59.8 

790 

105 

207 

247 

Burlington  Northern 

243.0 

56.0 

553 

151 

153 

193 

Toys  "R"  Us 

321.1 

19.8 

387 

209 

208 

242 

Tribune 

242.4 

15.2 

371 

220 

154 

223 

Dow  lones 

317.0 

38.9 

475 

180 

209 

277 

Paccar 

241.9 

37.6 

295 

272 

155 

189 

CMS  Energy 

312.1 

14.9 

587 

137 

210 

226 

Cincinnati  G&E 

239.7 

5.7 

330 

243 

156 

230 

Kemper 

307.4 

39.3 

307 

260 

211 

203 

Household  IntI 

239.5 

-2.9 

400 

204 

157 

161 

Martin  Marietta 

306.9 

-4.0 

514 

165 

212 

248 

Citizens  &  Southern 

238.0 

15.4 

292 

273 

158 

158 

Central  &  So  West 

306.0 

-5.6 

611 

132 

213 

240 

Norwest 

237.0 

12.2 

296 

269 

159 

160 

Tandy 

303.9 

-4.1 

387 

210 

214 

271 

Aon 

232.4 

29.4 

289 

275 

160 

191 

Safeco 

300.2 

11.8 

333 

242 

215 

246 

Asarco 

231.2 

11.5 

296 

270 

161 

175 

Union  Camp 

299.4 

1.4 

515 

164 

216 

341 

Enron 

226.1 

73.7 

577 

141 

162 

157 

Times  Mirror 

298.0 

-10.2 

519 

162 

217 

220 

Eaton 

224.9 

-2.2 

364 

224 

163 

26 

CBS 

297.1 

-74.2 

361 

227 

218 

280 

ConAgra 

223.5 

25.1 

339 

236 

164 

174 

Marsh  &  McLennan  Cos 

294.9 

-0.5 

384 

212 

219 

235 

No  States  Power 

222.0 

3.3 

501 

169 

165 

134 

General  Dynamics 

293.1 

-22.7 

654 

124 

220 

249 

RR  Donnelley  &  Sons 

221.9 

8.1 

389 

208 

166 

170 

American  Cyanamid 

292.0 

^.5 

525 

159 

221 

181 

Masco 

220.9 

-23.4 

310 

257 

167 

138 

Texas  Instruments 

291.7 

-20.4 

745 

115 

222 

239 

Westvaco 

220.9 

4.5 

380 

216 

168 

297 

Primerica 

289.0 

78.6 

289 

274 

223 

218 

Ethyl 

219.5 

13.0 

301 

265 

169 

187 

Contel 

287.0 

3.9 

776 

108 

224 

67 

Phillips  Petroleum 

219.0 

-66.3 

1,325 

48 

170 

216 

Humana 

286.8 

20.0 

500 

171 

225 

145 

Mead 

215.8 

-38.8 

437 

192 

171 

151 

Stone  Container 

285.8 

-16.4 

523 

160 

226 

241 

Potomac  Electric 

214.6 

1.7 

334 

240 

172 

177 

Union  Electric 

285.6 

-2.0 

569 

146 

227 

288 

Becton  Dickinson 

213.7 

29.4 

336 

238 

173 

192 

Gillette 

284.7 

6.0 

434 

193 

228 

264 

Geico 

213.1 

12.7 

224 

324 

174 

184 

General  Public  Utils 

282.5 

-0.5 

632 

131 

229 

323 

NIKE 

212.2 

31.7 

229 

317 

175 

162 

AMP 

280.9 

-12.0 

461 

184 

230 

269 

Torchmark 

211.3 

17.3 

229 

318 

■  Not  on  500  list  in  1988.     DP:  Deficit  to  p.- 
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The  business  philosophy  of  Republic  National 
Bank  of  New  York  goes  far  beyond  a  simple  aversion 
to  risk;  our  entire  breath  and  being  depends  upon 
the  concept  of  preserving  and  protecting  our 
depositors'  money 

In  every  aspect  of  our  business-private 
banking,  retail  banking  and  institutional  banking - 
our  focus  remains  where  it  always  has  been:  on 
capital  growth,  liquidity  and  asset  quality 

For  these  reasons,  Oppenheimer  &  Co..  Inc., 
recently  cited  us  as  "one  of  the  most  secure  banks, 
if  not   the   most  secure   bank,    in   the   U.S!' 


Oppenheimer  also  noted  that  "the  company  has  the 
fortress  balance  sheet  of  an  old-style  Swiss  bank'.' 

We  rather  like  that  description. 

If  a  fortress  is  what  you  have  in  mind  for  your 
money,  you  might  want  to  take  a  close,  careful  look 
at  Republic  National  Bank  of  New  York. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  •  CAYMAN  ISLANDS  •  LOS  ANGELES  •  MEXICO  CITY  •  MIAMI  •  MONTREAL  •  NEW  YORK 

BUENOS  AIRES  •  CARACAS  •  MONTEVIDEO  •  PUNTA  DEL  ESTE  •  SANTIAGO  •  SAO  PAULO  •  BEIRUT  •  GENEVA  •  GIBRALTAR 

GUERNSEY  •  LONDON  •  LUGANO  •  LUXEMBOURG  •  MILAN  •  MONTE  CARLO  •  PARIS  •  ZURICH  •  HONG  KONG  •  SINGAPORE  •  TAIPEI  •  TOKYO 


■■mi 


The  Forbes  Profits  500 


Change 


Cash 


Change 


Cash 


Rank 

i    1989     1988 

Company 

Net 
profits 
($mU) 

over 
1988 

% 

Cash 
flow 
($mU) 

flow 
rank 
1989 

Rank 
1989     1988 

Company 

Net 
profits 
($mU] 

over 
1988 

% 

Cash 
flow 
($mU) 

flow 
rank 
1989 

1     231 

232 

PaciBc  Enterprises 

211.0 

-5.0 

563 

149 

286 

330 

Dresser  Industries 

161.2 

18.8 

254 

297 

232 

311 

Microsoft 

210.5 

39.1 

244 

307 

287 

■ 

FiBt  Fidelity  Bncp 

159.5 

370.4 

205 

344 

233 

233 

Ail  Prods  &  Chems 

210.4 

^.1 

498 

173 

288 

334 

Walgreen 

158.2 

17.2 

224 

323 

234 

■ 

GenCorp 

210.0 

213.4 

282 

279 

289 

325 

Golden  West  Finl 

157.9 

14.2 

186 

363 

235 

254 

Temple-Inland 

207.4 

4.1 

336 

237 

290 

281 

NY  State  E&G 

157.8 

-8.0 

306 

261 

236 

231 

Midlantic 

206.3 

-7.5 

253 

299 

291 

344 

FMC 

156.7 

21.3 

355 

229 

237 

319 

Federal  Paper  Board 

205.5 

43.4 

275 

283 

292 

387 

Kerr-McGee 

156.0 

41.8 

469 

182 

238 

213 

Northeast  Utilities 

203.2 

-9.6 

401 

202 

293 

335 

UNUM 

155.4 

17.7 

155 

400 

239 

332 

Alexander  &,  Baldwin 

202.7 

50.0 

257 

294 

294 

355 

Alltel 

153.9 

23.1 

319 

248 

240 

298 

Ingersoll-Rand 

202.2 

25.1 

283 

278 

295 

■ 

Continental  Corp 

153.1 

500.0  + 

202 

349 

241 

267 

Genuine  Parts 

199.5 

10.0 

224 

322 

296 

237 

Amdahl 

153.0 

-28.5 

278 

281 

242 

272 

CoreStates  Financial 

198.7 

10.7 

253 

298 

297 

318 

Deluxe 

152.6 

6.5 

220 

328 

243 

190 

Washington  Post 

197.9 

-26.5 

284 

277 

298 

245 

Niagara  Mohawk  Power 

150.8 

-27.8 

382 

214 

244 

196 

Quaker  Oats 

197.7 

-21.4 

342 

235 

299 

360 

US  Bancorp 

150.8 

21.7 

174 

378 

245 

436 

Manville 

196.8 

105.1 

311 

255 

300 

126 

Teledyne 

150.3 

-23.7 

248 

303 

246 

294 

Albertson's 

196.6 

20.9 

305 

262 

301 

167 

Freeport-McMoRan 

149.9 

-51.7 

421 

198 

247 

276 

Automatic  Data 

196.2 

10.1 

314 

253 

302 

356 

Public  Service  Colo 

148.8 

19.1 

265 

290 

248 

250 

Allegheny  Power 

194.9 

-5.0 

367 

221 

303 

377 

Dillard  Dept  Stores 

148.1 

30.1 

234 

313 

249 

266 

Wisconsin  Energy 

194.0 

5.9 

336 

239 

304 

169 

Consolidated  Rail 

148.0 

-51.6 

430 

195 

250 

252 

HF  Ahmanson 

193.9 

-4.4 

316 

252 

305 

449 

Provident  Life  &  Ace 

148.0 

65.2 

186 

366 

251 

257 

Carnival  Cruise  Lines 

193.6 

-1.4 

260 

292 

306 

450 

Dreyfus 

147.9 

62.7 

152 

409 

252 

331 

Louisiana-Pacific 

192.6 

42.5 

334 

241 

307 

164 

Continental  Bank 

147.3 

-53.4 

167 

383 

253 

258 

Georgia  Gulf 

192.0 

-0.8 

211 

336 

308 

351 

Great  A&P  Tea 

146.7 

15.0 

318 

249 

254 

290 

MCA 

191.8 

16.3 

1,216 

58 

309 

348 

Wirm-Dixie  Stores 

146.6 

14.2 

274 

284 

255 

299 

Willamette  Inds 

191.1 

18.6 

295 

271 

310 

320 

Computer  Associates 

145.8 

2.4 

255 

295 

256 

244 

Whitman 

190.7 

7.9 

311 

256 

311 

369 

Columbia  Gas  System 

145.8 

22.5 

380 

217 

257 

296 

USTInc 

190.5 

17.5 

207 

339 

312 

■ 

Polaroid 

145.0 

DP 

232 

315 

258 

147 

Goodyear 

189.4 

-45.9 

573 

143 

313 

292 

Bowater 

144.6 

-12.0 

251 

300 

259 

306 

So  N  England  Telecom 

189.1 

21.7 

421 

197 

314 

315 

Dover 

144.0 

-1.2 

223 

325 

260 

293 

Armstrong  World  Inds 

187.6 

15.3 

322 

246 

315 

343 

Super  Valu  Stores 

141.6 

9.4 

271 

286 

261 

441 

Whirlpool 

187.2 

98.9 

409 

200 

316 

253 

Bear  Steams  Cos 

139.8 

-29.8 

140 

424 

262 

263 

San  Diego  G&E 

187,1 

-1.2 

364 

225 

317 

381 

Food  Lion 

139.8 

24.2 

205 

342 

263 

270 

Florida  Progress 

187.1 

4.1 

383 

213 

318 

■ 

Union  Bank 

138.9 

130.7 

161 

393 

264 

206 

Pitney  Bowes 

186.7 

-23.3 

381 

215 

319 

■ 

New  England  Electric 

138.7 

DP 

397 

206 

265 

261 

Consol  Natural  Gas 

181.8 

-5.8 

457 

185 

320 

347 

Intl  Flavors  &  Frags 

138.6 

7.7 

163 

390 

266 

■ 

Mellon  Bank 

181.0 

DP 

277 

282 

321 

419 

Jefferson-Pilot 

137.7 

36.1 

151 

410 

267 

279 

Litton  Industries 

179.4 

3.8 

385 

211 

322 

410 

Nipsco  Industries 

137.3 

11.7 

303 

263 

268 

445 

Michigan  National 

178.9 

92.1 

227 

320 

323 

368 

KeyCorp 

136.9 

14.2 

176 

373 

269 

215 

Marriott 

177.0 

-23.7 

363 

226 

324 

382 

Potlatch 

136.7 

21,7 

214 

333 

270 

219 

Rohm  &  Haas 

176.4 

-23.3 

326 

245 

325 

357 

DPL 

136.4 

9.4 

198 

352 

271 

144 

Upjohn 

176.0 

-50.2 

297 

268 

326 

■ 

McCormick  &  Co 

135.5 

273.6 

170 

381 

272 

278 

VF 

176.0 

1.4 

267 

288 

327 

365 

TECO  Energy 

133.8 

11.0 

246 

305    . 

273 

328 

Reebok  International 

175.0 

27.7 

203 

347 

328 

394 

Allegheny  Ludlum 

133.8 

23.2 

155 

401    . 

274 

411 

Penn  Central 

174.1 

68.4 

227 

319 

329 

471 

Halliburton 

133.7 

58.0 

378 

218 

275 

390 

Union  Texas  Petrol 

172.6 

57.9 

327 

244 

330 

295 

Dana 

132.1 

-18.6 

301 

266 

276 

260 

BF  Goodrich 

172.4 

-10.7 

271 

287 

331 

301 

Maytag 

131.5 

-17.1 

200 

351 

277 

255 

Owens-Coming 

172.0 

-12.7 

346 

234 

332 

■ 

Viacom 

131.1 

DP 

267 

289 

278 

236 

Hershey  Foods 

171.1 

-20.0 

237 

310 

333 

317 

Mercantile  Stores 

130.3 

-9.8 

185 

367 

279 

■ 

Readers  Digest  Assn 

170.7 

NA 

207 

340 

334 

324 

Clorox 

130.2 

-6.0 

175 

376 

280 

302 

Coastal  Corp 

170.1 

8.1 

439 

191 

335 

326 

Oklahoma  G&E 

129.4 

-6.1 

231 

316 

281 

312 

Consolidated  Papers 

167.9 

12.0 

219 

331 

336 

329 

Vulcan  Materials 

129.4 

^.9 

220 

327 

282 

418 

Armco 

165.0 

62.9 

222 

326 

337 

■ 

Boatmen's  Bancshares 

129.2 

85.2 

161 

392 

283 

386 

Liz  Claiborne 

164.6 

49.2 

180 

369 

338 

273 

Wheeling-Pittsburgh 

128.8 

-28.0 

176 

374 

284 

310 

Nations'  Medical 

1640 

7.6 

353 

230 

339 

275 

Newmont  Mining 

125.9 

-28.0 

195 

354 

285 

322 

Illinois  Too*  Works 

163.8 

17.0 

249 

302 

340 

375 

PS!  Holdings 

125.2 

26.3 

219 

330 

■  Not 

Dn  500  list  in  1988.     D-P:  Deficit  to  profit.     NA:  I 

'Jot  available. 
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HOTEL  NIXIO  CRICftCO 


».  Llo^a    SoM  1285  kcfifei  3:88  PN 

NESSftGE:    All  contfMts  have  Wea  signed  mi  receivei. 


On  a  stressful  business  trip  little  amenities  can  make  a  big  difference.  That's 


why  we  provide  you  with  everything  from  an  in-room  video  message  and 


billing  center... to  pre- threaded  needles.  It's  our  way  of  working  to  give  you, 


Simply  everything.     Simply 


& 


nikko  hotels  international 

ATLANTA   ■   CHICAGO   •   SAN  FRANCISCO    •   MEXICO  CITY   •   NEW  YORK 

1  •  800  ■  NIKKO-US 


Hotel  Nikko  Atlanta  Buckhead  (Opening  Fall  1990)  •  Hotel  Nikko  Chicago  Riverfront  Park  •  Hotel  Nikko  San  Francisco  Union  Square  West 

Hotel  Nikko  Mexico  Chapultepec  Park  •  New  York  Essex  House  Central  Park  South  (Reopening  Spring  1991)  •  Other  Nikko  Cities:  Dusseldorf 

London  •  Paris  •  Hong  Kong  •  Taipei  •  Manila  •  Beijing  •  Shanghai  •  lakarta  •  Osaka  •  Narita 


:""V 


The  Forbes  Profits  500 


^^-^ 

1        Rank 
1989     1988 

Company 

Net 
profits 

($mil) 

Change 
over 
1988 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1989 

Rank 
1989        1988 

Company 

Net 
profits 
(Smil) 

[Change 
over 
1988 

% 

Cash 
flow 
(Smil) 

Cash 
flow 
rank 
1989 

341 

402 

Southwestern  Pub  Svc 

124.9 

19.0 

181 

368 

396 

378 

Snap-on  Tools 

104.7 

-7.6 

127 

450 

342 

426 

Olin 

124.0 

26.5 

246 

304 

397 

485 

Tyco  Laboratories 

104.7 

27.7 

163 

389 

343 

309 

Signet  Banking 

123.3 

-19.1 

151 

412 

398 

■ 

Harcourt  Brace 

104.4 

DP 

255 

296 

344 

413 

Great  Lakes  Chemical 

122.9 

19.0 

165 

388 

399 

447 

Sute  Street  Boston 

104.0 

12.7 

124 

458 

345 

454 

First  of  America  Bank 

122.9 

14.9 

155 

402 

400 

461 

Crestar  Financial 

103.8 

19.8 

139 

426 

346 

364 

Scana 

122.6 

1.6 

245 

306 

401 

476 

Tyson  Foods 

103.7 

24.2 

197 

353 

347 

397 

Price  Co 

122.5 

19.2 

145 

418 

402 

433 

Sonoco  Products 

103.6 

7.6 

171 

380 

348 

401 

Beneficial  Corp 

120.9 

15.1 

166 

385 

403 

■ 

Peimzoil 

103.5 

DP 

281 

280 

349 

■ 

Sundstrand 

120.8 

DP 

217 

332 

404 

437 

Rite  Aid 

103.2 

8.3 

186 

364 

350 

399 

Nalco  Chemical 

119.9 

13.2 

165 

386 

405 

438 

Medtronic 

103.1 

8.6 

149 

415 

351 

398 

Nicor 

119.9 

13.0 

226 

321 

406 

361 

Vista  Chemical 

102.8 

-16.9 

140 

423 

352 

200 

Inland  Steel  Inds 

119.7 

-51.9 

251 

301 

407 

448 

MBIA 

102.3 

11.2 

107 

477 

353 

432 

Sysco 

119.6 

23.5 

200 

350 

408 

487 

Valhi 

102.3 

26.8 

204 

346 

354 

393 

WW  Grainger 

119.6 

9.9 

153 

406 

409 

370 

Square  D 

101.9 

-14.3 

153 

405 

355 

338 

American  Petrofina 

119.1 

-10.4 

287 

276 

410 

350 

Ohio  Casualty 

101.5 

-20.7 

108 

475 

356 

376 

UJB  Financial 

118.5 

2.1 

126 

456 

411 

440 

American  Natl  Ins 

101.4 

7.6 

113 

470 

357 

425 

American  Stores 

118.1 

20.2 

479 

179 

412 

201 

Gt  Western  Financial 

100.1 

-59.7 

158 

396 

358 

416 

Tandem  Computers 

117.8 

15.3 

232 

314 

413 

442 

Lafarge 

100.0 

7.0 

178 

372 

359 

349 

Puget  Sound  P&L 

117.7 

-8.2 

220 

329 

414 

■ 

Old  Republic  IntI 

99.0 

94.4 

133 

439 

360 

409 

Stanley  Works 

117.7 

13.7 

188 

361 

415 

■ 

Sun  Company 

98.0 

500.0  + 

500 

170 

361 

■ 

Maxxam 

116.8 

500.0  + 

208 

337 

416 

473 

General  Instrument 

97.9 

16.1 

195 

356 

362 

217 

USF&G 

116.7 

-49.6 

195 

355 

417 

■ 

Oracle  Systems 

97.7 

73.4 

130 

443 

363 

422 

Rubbermaid 

116.4 

17.2 

179 

371 

418 

■ 

Gap 

97.6 

31.5 

141 

422 

364 

374 

Mapco 

116.2 

-0.8 

187 

362 

419 

451 

National  Service 

96.8 

7.4 

133 

440 

365 

307 

GlenFed 

116.0 

-24.6 

175 

377 

420 

459 

AmBase 

96.0 

10.3 

96 

483 

366 

408 

Ameritnist 

115.9 

12.0 

144 

419 

421 

489 

Roadway  Services 

95.5 

19.0 

236 

311 

367 

385 

HomeFed 

115.7 

3.9 

151 

411 

422 

424 

Ipaico  Enterprises 

95.5 

-3.6 

170 

382 

368 

■ 

Fluor 

115.1 

66.8 

204 

345 

423 

404 

Johnson  Controls 

95.0 

-9.2 

242 

308 

369 

362 

Nordstrom 

114.9 

-6.8 

186 

365 

424 

383 

Castle  &  Cooke 

94.9 

-15.5 

153 

406 

370 

346 

Cincinnati  Financial 

114.5 

-11.1 

122 

461 

425 

472 

Cincinnati  Bell 

94.4 

11.9 

205 

341 

371 

429 

Bausch  &  Lomb 

114.4 

16.8 

167 

384 

426 

443 

Crown  Cork  &  Seal 

94.2 

0.8 

156 

397 

372 

243 

Federal  Express 

113.6 

-37.0 

566 

147 

427 

478 

Dominion  Bankshares 

94.1 

13.3 

126 

454 

373 

391 

Northern  Trust 

113.2 

3.6 

135 

436 

428 

339 

Lubrizol 

94.0 

-28.4 

148 

416 

374 

327 

DQE 

113.0 

-4.7 

263 

291 

429 

481 

PH  Glatfelter 

92.9 

12.9 

120 

466 

375 

■ 

Transco  Energy 

112.5 

DP 

317 

251 

430 

■ 

Gerber  Products 

92.6 

64.8 

127 

449 

376 

■ 

First  City  Bncp  Texas 

112.2 

NA 

135 

437 

431 

■ 

Baker  Hughes 

92.6 

59.3 

202 

348 

377 

499 

Home  Depot 

112.0 

45.9 

133 

438 

432 

■ 

Morton  International 

92.4 

-25.5 

162 

391 

378 

359 

IMC  Fertilizer  Group 

110.7 

-10.7 

213 

334 

433 

■ 

Hasbro 

92.2 

27.3 

152 

408 

379 

287 

Alco  Standard 

110.3 

-33.7 

165 

387 

434 

464 

Meridian  Bancorp 

91.5 

6.3 

115 

469 

380 

340 

Hilton  Hotels 

110.1 

-15.9 

191 

358 

435 

469 

Delmarva  Power  &  Lt 

91.3 

7.8 

173 

379 

381 

421 

Society 

110.0 

10.0 

139 

427 

436 

■ 

20th  Century  Inds 

91.0 

55.5 

106 

478 

382 

435 

Comdisco 

110.0 

14.6 

762 

111 

437 

■ 

EW  Scripps 

89.3 

27.5 

238 

309 

383 

470 

Sonat 

109.0 

28.7 

272 

285 

438 

303 

Cray  Research 

89.0 

-43.1 

191 

357    ■ 

384 

420 

Sherwin-Williams 

108.9 

7.8 

153 

404 

439 

■ 

Minnesota  Power  &  Lt 

88.9 

21.9 

125 

457 

385 

444 

Greyhound  Dial 

108.7 

16.5 

211 

335 

440 

■ 

Citizens  Utilities 

88.7 

14.6 

123 

459 

386 

400 

Kansas  City  P&L 

108.6 

2.8 

205 

343 

441 

388 

Firstar 

87.2 

-20.7 

108 

473 

387 

428 

Giant  Food 

108.4 

10.6 

179 

370 

442 

477 

MA  Hanna 

86.9 

4.4 

126 

452 

388 

475 

Fifth  Third  Bancorp 

108.3 

28.7 

119 

467 

443 

■ 

TJX  Cos 

86.8 

57.3 

129 

444 

389 

458 

Huntington  Bcshs 

108.0 

23.3 

138 

430 

444 

495 

Avery  International 

86.5 

11.3 

137 

432 

390 

434 

Manufacturers  Natl 

107.3 

11.5 

128 

445 

445 

■ 

Rorer  Group 

86.5 

39.8 

150 

413 

391 

452 

H&R  Block 

107.2 

18.9 

135 

435 

446 

479 

Weis  Markets 

86.4 

4.6 

108 

472 

392 

395 

Parker  Hannifin 

106.4 

-1.9 

207 

338 

447 

467 

Norton 

85.8 

0.7 

137 

433 

393 

460 

Wm  Wrigley  Jr 

106.1 

21.7 

131 

442 

448 

■ 

Marshall  &  Ilsley 

85.4 

12.1 

97 

482 

394 

430 

McKesson 

105.8 

8.3 

175 

375 

449 

497 

Old  Kent  Financial 

85.4 

10.7 

96 

485 

395 

■ 

Seagate  Technology 

104.7 

DP 

190 

359 

450 

■ 

Newell  Co 

85.4 

39.0 

126 

455 

■  Not 

on  500  1 

St  in  1988      DP:  Deficit  to  pi 

•ofit.     NA: 

Not  available. 
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We  re  Creating  the  Ideal  Firm 


The  idea  behind  Deloitte  isc  Touche  is 
simple:  to  create  the  ideal  professional 
services  firm.  Ideal,  because  it  maximizes 
its  most  precious  resources — quality  serv- 
ice and  quality  people. 

In  today's  service-driven  global  market- 
place, Deloitte  &  Touche  is  uniquely  quali- 
fied to  answer  our  clients'  most  urgent 
needs.  Your  need  for  value-added  account- 
ing. And  your  demand  for  a  broad  range  of 
general  and  specialty  consulting  services. 

In  this  environment,  Deloitte  &  Touche 
presents  the  best  balance  on  both  sides  of 
the  equation.  (x:)mbining  the  strengths  of 
our  predecessor  firms,  we're  the  auditor's 


auditor,  with  the  strongest,  most  relevant 
portfolio  of  consultative  services — from 
international  tax  planning  to  preeminent 
leveraged  buyout  and  capital  market  serv- 
ices. And,  with  a  strong  presence  in  every 
major  economic  region  of  the  world  and 
the  fastest  growth  rate  in  the  profession, 
our  consistent  delivery  of  those  high- 
quality  services  is  enhanced. 

But  none  of  these  strengths  could  be 
realized  without  quality  people.  People 
with  vision,  united  by  shared  values. 
Commitment.  Dedication.  Teamwork. 

To  us,  it's  only  realistic  to  aim  for  the 
ideal  firm.  After  all,  that's  the  whole  idea. 


Deloitte& 
Touche 


A 


A  M  r  R  I         C         A  N 


RENAISSANCE 


^JO^-I^ 


Some  states  offer  parts  manufacturers 
more  opportumtiesthan  others. 


Pardon  us  for  stating  the  obvious. 

But  the  plain  fact  is,  there  are 
numerous  parts  manufacturers  who  lo- 
cate in  states  that,  shall  we  say,  are  some- 
what less  than  desirable.  Or  should  we 
say,  somewhat  less  than  Illinois? 

States,  for  example,  that  don't  of- 
fer an  automotive  industry  that  jumped 
from  1 1th  place  to  4th  in  the  last  year 
alone.  Building  400,000  automobiles. 
Adding  41,000  manufacturing  jobs.  And 
boosting  exports  by  22%. 

States  that  don't  offer  an  environ- 
ment with  over  2,000  auto -related 
firms.  Everything  fk)m  Diamond  Star 
Motors  (Cluysler  and  Mitsubishi's  S650 
million  joint  venture)  to  Ike's  Auto  Parts. 

States  that  don't  offer  a  transporta- 

C    ':^J  Oisn-A^i  Department  J  CtmnmfftrafkiQifmrnunm  A  fkurt 


tion  network  including  133,000  miles 
of  highways  and  streets.  1,110  miles  of 
navigable  waterways.  The  largest  rail 
gateway  in  the  country  And  one  of  the 
world's  premier  airports. 

Are  you  getting  the  picture  yet? 
Well,  as  they  say  on  those  late-night  TV 
commercials,  "But  wait,  there's  more." 

Illinois  also  sits  in  the  center  of 
the  largest  industrial  and  second  largest 
consumer  markets  in  the  natioa 

Which  probably  explains  why 
we  have  over  six  million  skilled  work- 
ers within  our  borders. 

Many  of  whom  mastered  those 
skills  while  attending  one  of  the  1 80 
universities,  50  community  colleges  and 
448  technical  and  training  schools  that 


call  Illinois  home. 

And  many  of  whom  were  able 
to  increase  said  skills  thanks  to  the  over 
S28.6  million  in  training  funds  given  to 
private  industries  by  the  state  last  year. 

On  a  more  f)ersonal  note,  Illinois 
also  offers  a  lifestyle  that  could  make 
even  Robin  Leach  a  bit  envious. 

Museums,  golf  courses,  historic 
sites  and  parks  dot  the  state's  landscape. 

For  further  information,  plus  a 
copy  of  our  free  Auto  Industry  Guide, 
just  call  Rich  Funderburk  of  the  Illinois 
Dept  of  Commerce  and  Community 
Affairs  at  (217)782-6861. 

As  they  also  often  say  on  those  late- 
night  commercials,  "Operators  will  be 
standing  by." 

Illinois 


^^ 
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The  Forbes  Profits  500 

Rank 
1989     1988 

Company 

Net 
profits 
($mil) 

Change 
over 
1988 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1989 

Rank 
1989     1988 

Company 

Net 
profits 
($mil) 

Change 
over 
1988 

% 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
1989 

451 

480 

Peoples  Energy 

84.9 

2.8 

136 

434 

476 

466 

Loral 

78.2 

-8.3 

142 

420 

452 

■ 

Idaho  Power 

84.7 

72.7 

138 

429 

477 

■ 

CalMat 

78.1 

38.5 

121 

463 

453 

■ 

E-Systems 

83.0 

11.3 

121 

■462 

478 

396 

Progressive 

78.0 

-27.8 

95 

486 

454 

367 

Hanover  Insurance 

82.8 

-30.9 

83 

496 

479 

321 

Brown-Forman 

77.7 

^5.4 

109 

■  471 

455 

■ 

Tecumseh  Products 

82.6 

17.7 

127 

451 

480 

384 

Comerica 

77.6 

-30.7 

100 

481 

456 

■ 

Public  Service  NM 

82.6 

D-P 

155 

403 

481 

■ 

Hartford  Steam  Boiler 

77.6 

9.8 

90 

492 

457 

335 

CalFed 

82.4 

-38.9 

234 

312 

482 

488 

Pioneer  Hi-Bred  Intl 

77.0 

-4.5 

127 

448 

458 

■ 

Franklin  Resources 

82.4 

20.2 

86 

493 

483 

468 

Louisville  G&E 

76.1 

-10.5 

131 

441 

459 

492 

Kentucky  Utilities 

82.3 

3.7 

137 

431 

484 

■ 

Bandag 

75.9 

8.8 

93 

489 

460 

483 

Intl  Minerals  &  Chem 

81.8 

-0.4 

155 

399 

485 

■ 

Circus  Circus 

75.1 

3.6 

108 

474 

461 

417 

Argonaut  Group 

81.6 

-19.8 

107 

476 

486 

■ 

Hillenbrand  Inds 

75.0 

7.5 

156 

398 

.462 

Kaufman  &  Broad  Home 

81.4 

69.4 

86 

494 

487 

■ 

Lowe's  Cos 

74.9 

8.3 

121 

464 

463 

SPX 

81.3 

81.1 

101 

480 

488 

■ 

Montana  Power 

74.4 

3.5 

139 

428 

464 

Atlantic  Energy 

81.0 

12.2 

139 

425 

489 

■ 

Micron  Technology 

74.0 

-39.2 

121 

465 

465 

392 

American  Family 

80.8 

-25.8 

81 

498 

490 

■ 

Enserch 

73.4 

DP 

189 

360 

466 

Southeast  Banking 

80.5 

6.8 

118 

468 

491 

■ 

Spiegel 

73.3 

28.7 

104 

479 

467 

USLife 

80.3 

16.6 

90 

491 

492 

202 

Fund  American  Cos 

73.3 

-70.3 

73 

500 

468 

Fleming  Cos 

80.1 

22.5 

158 

395 

493 

491 

Kansas  Power  &  Light 

72.8 

-8.8 

146 

417 

469 

Bancorp  Hawaii 

79.9 

6.6 

94 

487 

494 

■ 

SouthTrust 

72.8 

7.7 

84 

495 

470 

Mattel 

79.6 

121.7 

122 

460 

495 

■ 

Premier  Industrial 

72.5 

6.2 

79 

499 

471 

456 

Intergraph 

79.5 

-9.6 

128 

446 

496 

■ 

Circuit  City  Stores 

72.4 

15.0 

93 

488 

472 

Hubbell 

79.4 

11.3 

96 

484 

497 

■' 

Washington  Water 

72.1 

1.0 

127 

447 

473 

General  Signal 

78.5 

211.3 

142 

421 

498 

■ 

Fruit  of  the  Loom 

72.0 

-1.4 

149 

414 

474 

363 

Premark  Intl 

78.4 

-35.3 

158 

394 

499 

■ 

Service  Merchandise 

72.0 

-5.9 

126 

453 

475 

King  World  Prods 

78.3 

18.0 

92 

490 

500 

■ 

Community  Psych 

72.0 

22.9 

82 

497 

■  Not 

on  500  1 

ist  in  1988.     D-P:  Deficit  to  profit. 
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This  image  was  recorded  on 
videotape  exposed  to  liglit  gener- 
ated b\'  a  free  electron  laser 

Such  a  beam,  with  enough 
power  behind  it,  could  destroy  an 
enemy  missile  shortly  after  launch, 
half  a  w  orld  away. 


Medical  scientists  sa\'  similar 
beams  can  be  used  in  combination 
with  light-sensitive  chemicals  to 
treat  disease,  and  also  in  surgical 
and  diagnostic  procedures.  Other 
scientists  say  the  same  basic  tech- 
nolog\'  may  be  used  to  develop 


entirely  m^w  materials  for  industry 
This  wide  range  of  possibilitic; 
stems  from  the  unique  propertit 
and  characteristics  of  free  elect  re  )i 
lasers.  Unlike  conventional  lasci 
FELs  can  be  tuned  to  produce 
beams  of  any  wavelength  (color 


Boeing  has  been  working  on 
e  technology  for  ten  years;  we  de- 
nned and  built  the  world's  most 
)werful  short-wavelength  FEL  lab. 

Now,  along  with  the  Los  Alamos 
ational  Laboratory,  we're  build- 
g  a  more  powerful  laser  for 


the  U.S.  Army  Strategic  Defense 
Command. 

It  should  be  complete  in  the 
1990s.  Then  if  experiments  confirm 
the  promise,  research  intended 
to  make  the  world  safer  may  also 
make  it  better 


The  Forbes  Assets  500 


The  500  largest  companies  added  to  their 
asset  base  in  1989,  but  at  a  slower  pace. 
Total  assets  rose  6%,  to  $7  trillion. 


WITH  PROFITS  DECLINING  $5  billion  for  America's 
most  profitable  corporations,  it  is  not  surprising 
that  large  companies  also  took  a  conservative 
approach  toward  expansion.  Assets  of  the  500  largest  U.S. 
companies  measured  by  this  yardstick  increased  only  6% 
in  1989,  down  from  a  10%  growth  rate  the  year  before.  The 
1989  increase  might  have  been  smaller  were  it  not  for  the 
sharp  reduction  in  leveraged  buyouts.  Securities  Data  Co. 
reports  that  lbo  volume  fell  58%  in  1989,  to  $76  billion. 
The  number  of  buyouts  worth  SIO 
million  or  more  dropped  from  237  in 
1988  to  166  in  1989.  The  largest 
company  to  go  private  and  be 
dropped  from  this  year's  table, 
American  Medical  Intemational, 
had  assets  of  $3.3  billion. 

There  were  few  new  entrants  to 
the  list.  You  have  to  go  more  than 
halfway  down  the  Assets  table  to 
find  the  first  genuinely  new  entry. 
Stone  Container,  ranked  259.  Assets  at  Stone  Contamer 
jumped  161%,  to  $6.2  billion,  thanks  to  its  acquisition 
of  Consolidated  Bathurst.  Although  we  don't  show  a 
1988  ranking  for  Bristol-Myers  Squibb  (ranked  200  this 
year),  this  company  was  formed  by  the  merger  of  two 
firms  (Bristol-Myers  and  Squibb)  that  were  on  our  previ- 
ous listing. 

Citicorp  remains  on  top  of  the  heap  with  assets  of  $23 1 
billion  an  11%  increase  over  last  year.  General  Motors 
follows  with  assets  of  nearly  $173  billion  while  third- 
ranked  Ford  Motor,  thanks  to  its  $3  billion  acquisition  of 
Jaguar,  continues  to  close  in  on  gm.  Last  year  assets  rose 
12%  at  Ford  versus  less  than  6%  at  General  Motors.  By 


purchasing  stricken  Texas  thrifts,  ncnb,  the  Charlotte, 
N.C. -based  bank,  climbed  into  the  ranks  of  the  25  corpora- 
tions with  the  most  assets. 

The  acquisition  of  Emhart  helped  Black  &  Decker 
more  than  triple  its  assets  to  $6.1  billion.  Temple- 
Inland,  Panhandle  Eastern  and  Federal  Express  also 
boosted  their  assets  through  acquisitions.  General  Cine- 
ma, which  raised  $1.8  billion  in  cash  by  selling  its  soft 
drink  bottling  business  to  PepsiCo,  increased  its  assets 
by  45%,  to  $2.9  billion.  And  Apple 
Computer,  which  registered  a  24% 
increase  in  assets,  climbed  into  the 
Assets  table  for  the  first  time. 

Of  course,  having  the  most  prop- 
erty, plant,  equipment  and  inven- 
tory doesn't  mean  very  much  unless 
these  are  used  efficiently.  Wang  Lab- 
oratories, for  example,  was  dropped 
from  this  year's  list.  It  lost  $424  mil- 
lion and  shed  $505  million  in  assets. 
Many  of  the  biggest  losers  were  savings  and  loans. 
Imperial  Corp.  of  America,  Empire  of  America,  CityFed 
Financial  and  Atlantic  Financial  are  all  in  receivership  and 
were  dropped.  Assets  fell  18%  at  Harcourt  Brace,  which 
recently  sold  its  theme  parks  to  Anheuser-Busch.  The 
company  is  trying  to  chop  away  at  the  mountain  of  debt  it 
piled  up  in  1987  when  it  restructured  and  paid  sharehold- 
ers $40  in  cash  and  preferred  stock.  Phelps  Dodge  is  still 
quite  profitable  but  unloaded  some  mines  and  facilities. 
As  a  result,  Phelps  Dodge  didn't  make  the  $2.6  billion 
cutoff  for  the  table  below.  Phelps  Dodge  still  qualified  for 
our  lists  on  sales  (page  230),  profits  (page  236)  and  market 
value  (page  258). 


Rank 
1989     1988 

Company 

Assets 
(Smil) 

Change 
over 
1988 

% 

1            1 

Citicorp 

230,643 

11.1 

2           2 

General  Motors 

172,899 

5.5 

3           3 

Ford  Motor 

160,695 

12.3 

4           4 

American  Express 

130,855 

-8.3 

5          6 

General  Electric 

128,344 

15.8 

Winners 

The  winners  in  asset  growth 

Rank 
1989        1988 

Company 

Assets 
(Smil) 

Change 
over 
1988 

% 

317 

■ 

First  Financial  Management 

4,941 

500.0  + 

71 

319 

Time  Warner 

24,791 

404.6 

262 

■ 

Black  &  Decker 

6,176 

220.2 

369 

■ 

UA  Entertainment 

4,119 

176.9 

259 

■ 

Stone  Container 

6,254 

161.1 

■  Not  on 

500  list 

in  1988. 

Losers 

The  laggards  in  asset 

growth 

Rank 
1989        1988 

Company 

Assets 
ISmil) 

Change 
over 
1988 

% 

470 

277 

Homestead  Financial 

3,020 

-47.5 

298 

198 

Northeast  Savings  FA 

5,402 

-34.2 

128 

92 

Meritor  Savings  Bank 

12,640 

-26.4 

424 

344 

SFFed  Corp 

3,386 

-24.7 

375 

333 

Seamen's 

4,024 

-18.9 

248 
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Rank 
1989    1988 


Company 


Assets 
($mil) 


Change 
over 
1988 

% 


10 


11 


12 


13 


14 


15 


16 


18 


19 


20 


21 


22 


25 


26 


27 


31 


41 


43 


44 


45 


47 


50 


51 


52 


56 


60 


5    Fedl  Natl  Mortgage   124,315     10.7 


Salomon   118,250    38.7 


7      Chase  Manhattan    107,369     10.2 


8 


BankAmerica     98,764      4.3 


10 


JP  Morgan  &  Co     88,964      6.0 


11 


Aetna  Life  &-  Cas     87,099       7.0 


12 


Sears,  Roebuck     86,972     11.6 


13  Security  Pacific     83,943       7.8 


14 


Exxon     83,219     12.0 


15 


IBM      77,734       6.4 


16     Chemical  Banking     71,513      6.2 


17        46 


NCNB     66,191  121.8 


18 


Merrill  Lynch     63,942    -0.7 


17 


Mfrs  Hanover     60,479    -9.3 


19  First  Interstate  Bncp     59,051       1.5 


21 


Cigna     57,779      3.5 


22 


Travelers     56,563      6.1 


23        20      Bankers  Trust  NY     55,658    -3.9 


24       29         Morgan  Stanley     53,276    33.0 


23 


Chrysler     51,038      5.1 


24     Bank  of  New  York     48,856      3.1 


25 


Wells  Fargo     48,737      4.5 


28        26 


First  Chicago     47,907       7.8 


29        33American  Intl  Group     46,143    23.3 


30        28 


PNC  Financial     45,661     11.9 


27 


ITT     45,503      8.5 


32        30 


HF  Ahmanson     44,652     10.9 


33        35 


Bank  of  Boston     39,178       8.6 


34        31 


Mobil     39,080      0.7 


35        34      Philip  Morris  Cos     38,528      4.2 


36        36  American  Tel  &  Tel     37,687       7.2 


37        38 Gt  Western  Financial     37,176     13.3 


38        32        Bear  Steams  Cos     35,788    -5.6 


39        51 


Student  Loan     35,488     24.0 


40        42 


EI  du  Pont     34,715     13.0 


37 


Chevron     33,884    -0.2 


42        49      Fleet/Norstar  Finl     33,441     15.1 


58 


Loews     32,451     25.6 


50 


First  Union     32,131     10.9 


44     American  General     32,062      5.4 


46        41 


GTE     31,986       2.8 


40 


Mellon  Bank     31,467       1.0 


48        48         SunTrust  Banks     31,044      6.4 


49        47     First  Fidelity  Bncp     30,728      3.2 


45 


Amoco     30,430       1.7 


56 


Xerox     30,088     13.8 


52 


BellSouth     30,050      5.5 


53        55 


Transamerica     29,840     10.7 


54        39    Bk  of  New  England     29,773    -7.5 


55        43      Condnental  Bank     29,549    -3.4 


59 


Bamett  Banks     29,007     12.7 


57        53    Shawmut  National     27,912    -1.8 


58        61 


Banc  One     26,552      5.1 


59        63 


Bell  Atlantic     26,220      6.0 


54 


CalFed     26,191     -A.7 


Not  on  500  list  in  1988. 


Change 
over 


Rank 
1989    1988            Company 

Assets 
($mil) 

1988 

% 

61 

78 

Household  Intl 

26,163 

24.4 

62 

60 

Nynex 

25,910 

2,2 

63 

66 

NBD  Bancorp 

25,771 

6.6 

64 

57 

Texaco 

25,636 

-2.7 

65 

88 

MNC  Financial 

25,536 

41.7 

66 

64 

Republic  New  York 

25,467 

3.9 

67 

68 

Sovran  Financial 

25,442 

13.2 

68 

69 

US  West 

25,426 

13.4 

69 

62 

GlenFed 

25,259 

0.9 

70 

80 

Lincoln  National 

25,070 

18.2 

71 

319 

Time  Warner 

24,791 

404.6 

72 

72 

Norwest 

24,335 

11.9 

73 

71 

First  Wachovia 

24,050 

10.2 

74 

83 

Midlantic 

23,666 

20.1 

75 

67 

Eastman  Kodak 

23,648 

3.0 

76 

76  Citizens  &  Southern 

23,313 

10.5 

77 

73 

National  City 

22,972 

6.2 

78 

70 

Southern  Company 

22,845 

2.5 

79 

74 

Atlantic  Richfield 

22,261 

3.5 

80 

97 

Dow  Chemical 

22,166 

36.5 

81 

89 

PaineWebber  Group 

22,096 

23.2 

82 

77 

Pacific  G&E 

21,352 

1.3 

83 

75 

Pacific  Telesis 

21,194 

0.0 

84 

79 

Southwestern  Bell 

21,161 

0.8 

85 

65 

First  Bank  System 

20,820 

-14.1 

86 

81 

Occidental  Petrol 

20,741 

0.0 

87 

82 

Commonwealth  Ed 

20,519 

1.6 

88 

94 

Westinghouse 

20,314 

19.9 

89 

85 

Ameritech 

19,833 

3.5 

90 

95 

Golden  West  Finl 

19,521 

16.7 

91 

87 

First  Executive 

19,178 

6.2 

92 

101 

Procter  &  Gamble 

17,996 

13.9 

V 

93 

112 

Primerica 

17,955 

24.4 

94 

93 

HomeFed 

17,767 

4.5 

95 

84 

USX 

17,500 

-10.1 

96 

91 

Tenneco 

17,381 

0.0 

97 

99 

Texas  Utilities 

17,219 

7.2 

98 

113 

US  Bancorp 

16,975 

18.0 

99 

96  CoreStates  Financial 

16,849 

2.5 

100 

103 

Southeast  Banking 

16,525 

5.8 

101 

102 

SCEcorp 

16,495 

4.5 

102 

98 

Great  American  Bk 

16,066 

-0.1 

103 

104 

Weyerhaeuser 

15,976 

3.8 

104 

111 

KeyCorp 

15,461 

5.6 

105 

108 

Union  Bank 

15,376 

2.4 

106 

147 

PepsiCo 

15,127 

35.8 

107 

118 

Capital  Holding 

14,970 

15.5 

108 

114 

American  Electric 

14,746 

3.4 

109 

100 

Entergy 

14,715 

-7.7 

110 

1 19  United  Technologies 

14,598 

14.5 

111 

110 

Boatmen's  Bancshs 

14,542 

-0.9 

112 

116 

Continental  Corp 

14,259 

7.2 

113 

105 

CrossLand  Svgs  FSB 

14,102 

-6.9 

114 

129 

First  City  Bncp  Tex 

14,081 

15.5 

115 

123 

Textron 

13,790 

9.8 

Rank 
1989    1988 


Company 


Assets 

($mil) 


Change 
over 
1988 

% 


116       124 


128 


USF&G    13,604     10.1 


117      135    McDonnell  Douglas    13,397     12.7 


118       122 


Boeing    13,278      5.3 


119      130 


Kmart    13,145       8.4 


120       115 


AmBase    13,078    -1.7 


121       109 


Goldome    12,999  -13.1 


122      139      Pub  Svc  Enterprise    12,919     10.5 


123      166     First  of  America  Bk    12,793      5.8 


124      136         Philadelphia  Elec    12,720      7.2 


125      120   Columbia  S&L  Assn    12,710      2.5 


126       126 


JC  Penney    12,698      3.6 


127       131 


Kemper    12,696      4.7 


92       Meritor  Svgs  Bank    12,640  -26.4 


129      148 


Signet  Banking    12,476     13.4 


130       127 


Union  Pacific    12,459       1.9 


131       137 


FPL  Group    12,325      4.5 


132       117 


CSX    12,298    -5.6 


133       149 


UJB  Financial    12,172     11.8 


134       146 


Comerica    12,149      9.0 


135      172        Meridian  Bancorp    11,925    25.2 


136      142 


PacifiCorp    11,895      4.4 


137      151  Provident  Life  &  Ace    11,852     10.5 


138      145    Fund  American  Cos    11,720      4.7 


139      158     Houston  Industries    11,682     14.3 


140174       Huntington  Bcshs    11,680    22.9 


141       140         Centerior  Energy    11,667      0.8 


142      132     Dime  Savings  Bank    11,652    -3.0 


143      176     International  Paper    11,582    22.4 


144      153 


Alcoa    11,541       9.5 


145      134       FirstFed  Michigan    11,490    -3.8 


146      143      Michigan  National    11,480       1.5 


147      213 


Tele-Comm 


[1,432 


33.3 


148      128         American  Brands    11,394    -6.6 


149      154         Crestar  Financial    11,361       9.2 


150      133      Phillips  Petroleum    11,256    -5.9 


151       157       Digital  Equipment    11,255     10.0 


152      121       Coast  Savings  Finl    11,244-11.1 


153      150 


Ameritrust 


4.6 


154       167 


Chubb    11,179     14.8 


155      156  Dominion  Resources    11,034      7.3 


156      155 


St  Paul  Cos    11,030      6.2 


157      164 


Northern  Trust    10,938     10.4 


158      169 


Caterpillar    10,926     12.8 


159      162 


Society    10,903      8.9 


160       141 


Unisys    10,751     -6.8 


161       168 


AMR    10,700     10.1 


162       138 


Valley  National    10,519-10.6 


163      181  Reliance  Group    10,400     15.0 


164       177 


General  Re    10,390     10.6 


165      171    Consolidated  Edison    10,350      8.4 


166       178     Manufacturers  Natl    10,305     10.7 


167      161         Norfolk  Southern    10,244       1.8 


168      210  Hewlett-Packard    10,202    30.7 


169       163 


Allied-Signal    10,132       1.3 


170       180      Dominion  Bankshs    10,120       9.9 
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^m  gu|f  technobgy  may  not 
I  Ifaleiold  word . . . 


Scientists  explore  the  atomic  world  with  our  electron  microscopes. 


Hitachi's  electron  gun  technology  (EGT)  affects 
your  life  in  ways  you  may  not  have  even  imagined. 
It  is  involved  in  the  advancement  of  medicine. 
Chemistry.  Aerospace.  Electronics.  Biotechnology. 
Computers.  New  materials. 

And  that's  a  short  list. 

In  fact,  this  technology  can  be  found  in  products 
ranging  from  electron  microscopes  to  super  pro- 
jection televisions. 

Hitachi  is  a  world  leader  in  electron  microscopy. 
As  the  greatest  secrets  of  the  universe  lie  within 


the  realm  of  the  atomic  world,  our  efforts  here  ha 
made  a  profound  impact  upon  science.  EGT  is 
the  reason. 

It  allows  unprecedented  levels  of  resolutic^n 
extremely  powerful  magnifications  —  an  clusixc 
combination  until  now. 

We  built  the  world's  most  advanced  electnMi 
microscope.  To  give  you  an  idea  of  its  power, 
imagine  discerning  a  grain  of  sand  on  the  xxxoow 
From  your  back  porch. 

Closer  to  home,  our  dual  focus  EGT  systci 
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. . .  but  it's  showing  up  in  more  anc. 
more  households. 
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Our  bright  and  vivid  Ultravision  TVs  are  out  of  this  world. 


Donsible  for  the  exceptionally  sharp  and  bright 

ges  found  on  Ultravision,  our  super  projection 

It's  the  first  television  to  deliver  800  lines  of 

blution.  An  incredible  feat. 

You'll  agree  that  picture  quality  is  simply  stun- 

g.  Perhaps  the  best  you've  ever  seen. 

But  don't  think  of  us  solely  for  electron  gun 

rnology.  We're  a  US$48  billion  international 

^oration.*  With  160,000  employees.  And  over 

300  products  —  everything  from  optoelectronic 

grated  circuits  to  electric  shavers. 


Perhaps  more  importantly,  Hitachi  is  synony- 
mous with  outstanding  quality  and  reliability. 
Which  is  even  more  reason  to  keep  our  name  on  the 
tip  of  your  tongue. 

*US$48,496  million;  net  sales  for  the  year  ending  March  31, 1989.  US$1  =  ¥132. 
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HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 
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171 

193      State  Street  Boston 

9,983 

19.2 

226 

281 

Sara  Lee 

7,229 

27.7 

<■ 

281 

289 

Commerce  Bcshs 

5,829 

7.1 

172 

160             Detroit  Edison 

9,950 

-1.1 

227 

240 

UAL 

7,207 

7.6 

282 

304 

First  Security 

5,795 

12.3 

173 

1 75                     BayBanks 

9,913 

4.4 

228 

237 

Marshall  &  Ilsley 

7,151 

5.5 

283 

273 

Union  Electric 

5,760 

-1.1 

174 

165           Lnited  Telecom 

9,821 

0.0 

229 

299 

Fifth  Third  Bancorp 

7,143 

36.2 

284 

305 

Scott  Paper 

5,746 

■11.4 

175 

182    Minn  Mining  &  Mfg 

9,776 

9.6 

230 

220 

First  American  Corp 

7,058 

-2.0 

285 

338  American  Home  Prods 

5,681 

3.4 

176 

170     Standard  Fed]  Bank 

9,638 

0.7 

231 

223 

Georgia-Pacific 

7,056 

-0.8 

286 

306 

PPG  Industries 

5,645 

9.5 

177 

280                  Deere  &  Co 

9,587 

11.1 

232 

255 

People's  Bank 

7,054 

11.6 

287 

298 

Ethyl 

5,632 

14.8 

178 

179                               ICH 

9,554 

4.0 

233 

106 

Pinnacle  West 

7,000 

0.2 

288 

294 

WR  Grace 

5,619 

5.8 

179 

183                 Duke  Power 

9,542 

72 

234 

90  Paramount  Commun 

6,954 

27.8 

289 

326 

Pitney  Bowes 

5,611 

17.2 

180 

236    Berkshire  Hathaway 

9,460 

38.8 

235 

248 

Mercantile  Bancorp 

6,942 

7.5 

290 

262 

Illinois  Power 

5,609 

-7.3 

181 

221  First  Capital  Holding 

9,453 

31.7 

236 

278 

Walt  Disney 

6,883 

19.7 

291 

264 

Enstar  Group 

5,594 

-8.1 

182 

211                           Safeco 

9,279 

20.0 

237 

291 

Amerada  Hess 

6,867 

27.8 

292 

297 

Merchants  National 

5,577 

6.1 

183 

173                          Unocal 

9,257 

-2.6 

238 

243 

Lockheed 

6,792 

2.2 

293 

308 

First  Florida  Banks 

5,565 

8.4 

184 

199                 McDonald's 

9,175 

12.5 

239 

231 

Integra  Financial 

6,768 

-2.3 

294 

314 

Reynolds  Metals 

5,556 

10.4 

185 

197                               Aon 

9,156 

10.8 

240 

258 

Merck 

6,757 

10.3 

295 

303 

First  Alabama  Bcshs 

5,550 

7.3 

186 

184                            Enron 

9,105 

4.7 

241 

354 

Cooper  Industries 

6,745 

53.9 

296 

293 

Emerson  Electric 

5,534 

3.9 

187 

191               Rockwell  Intl 

9,033 

7.5 

242 

265 

Marriott 

6,732 

12.6 

297 

382 

ConAgra 

5,403 

16.1 

188 

225  Anheuser-Busch  Cos 

9,026 

26.9 

243 

234 

Gulf  States  Utils 

6,727 

-1.9 

298 

198 

Northeast  Savings  FA 

5,402 

-34.2 

189 

192  Anchor  Savings  Bank 

8,938 

6.4 

244 

272 

Hibemia 

6,699 

14.8 

299 

421 

Whiripool 

5,354 

57.0 

190 

206                Coastal  Corp 

8,773 

11.5 

245 

249 

General  Public  Utils 

6,688 

4.3 

300 

329 

Raytheon 

5,338 

12.6 

191 

187               Sun  Company 

8,699 

1.0 

246 

247 

Dayton  Hudson 

6,684 

2.5 

301 

330 

Central  Fidelity  Bks 

5,335 

12.8 

192 

196                 CMS  Energy 

8,614 

3.7 

247 

235 

Santa  Fe  Pacific 

6,609 

-3.2 

302 

318 

Litton  Industries 

5,317 

7.2 

193 

208                           Firstar 

8,608 

9.8 

248 

252 

Washington  Mutual 

6,594 

3.6 

303 

324 

Archer  Daniels 

5,262 

9.2 

194 

189                     Monsanto 

8,604 

1.7 

249 

274 

Delta  Air  Lines 

6,554 

12.7 

304 

349 

TRW 

5,259 

18.4 

195 

195       AmSouth  Bancorp 

8,565 

3.0 

250 

259 

General  Dynamics 

6,549 

7.0 

305 

311 

Honeywell 

5,258 

3.3 

196 

202                          UNUM 

8,556 

5.3 

251 

238 

Northeast  Utilities 

6,523 

-3.6 

306 

327 

Dana 

5,225 

9.2 

197 

190             Union  Carbide 

8,546 

1.2 

252 

261 

American  Family 

6,515 

7.3, 

307 

313 

Greyhound  Dial 

5,205 

3.4 

198 

194   Long  Island  Lighting 

8,520 

2.3 

253 

322 

Waste  Management 

6,405 

31.3 

308 

315 

Dun  &  Bradstreet 

5,184 

3.2 

199 

188    Baxter  International 

8,503 

-0.5 

254 

266 

First  Tennessee  Natl 

6,398 

7.1 

309 

■ 

Conseco 

5,178 

28.5 

200 

■     Bristol-Myers  Squibb 

8,497 

2.7 

255 

260 

Capital  Cities/ABC 

6,360 

4.4 

310 

443 

Federal  Express 

5,152 

63.8 

201 

186                      Goodyear 

8,460 

-1.8 

256 

271 

MCI  Commun 

6,338 

8.5 

311 

321 

Bank  South 

5,136 

5.2 

202 

203       Central  &  So  West 

8,347 

2.9 

257 

257 

LTV 

6,336 

2.8 

312 

325 

First  Virginia  Banks 

5,124 

6.8 

203 

212                            Pfizer 

8,325 

9.0 

258 

462 

Panhandle  Eastern 

6,266 

110.8 

313 

301 

Howard  Savings  Bank 

5,081 

-2.7 

204 

244           Bancorp  Hawaii 

8,317 

25.4 

259 

■ 

Stone  Container 

6,254 

161.1 

314 

367 

First  Hawaiian 

5,078 

19.9 

205 

218                     Coca-Cola 

8,283 

11.2 

260 

269 

First  Empire  State 

6,234 

5.5 

315 

336 

Citadel  Holding 

4,981 

7.3 

206 

307                           NWNL 

8,271 

7.2 

261 

283 

South  Carolina  Natl 

6,216 

9.9 

316 

341 

American  Cyanamid 

4,971 

8.2 

207 

227           Wal-Mart  Stores 

8,198 

28.9 

262 

■ 

Black  &  Decker 

6,176 

220.2 

317 

■ 

First  Financial  Mgmt 

4,941 

693.2 

208 

207      Old  Kent  Financial 

8,127 

3.5 

263 

254 

Burlington  Northern 

6,148 

-2.9 

318 

365 

Kimberly-Clark 

4,923 

15.4 

209 

215            Beneficial  Corp 

7,938 

5.3 

264 

276 

Monarch  Capital 

6,122 

5.5 

319 

351 

Torchmark 

4,921 

11.2 

210 

222     Johnson  &  Johnson 

7,919 

11.2 

265 

286  Burlington  Resources 

6,098 

9.1 

320 

346 

Pennzoil 

4,882 

9.0 

211 

201          May  Dept  Stores 

7,802 

-4.2 

266 

275  United  Banks  of  Colo 

6,080 

4.6 

321 

323 

Abbott  Laboratories 

4,852 

0.5 

212 

242                    SouthTrust 

7,763 

16.8 

267 

292 

USAir  Group 

6,069 

13.5 

322 

3,50 

Borden 

4,825 

8.7 

213 

214                 Ohio  Edison 

7,723 

2.2 

268 

253 

Talman  Home  Fedl 

6,063 

-4.3 

323 

356 

BB&T  Financial 

4,808 

9.9 

214 

239                      Motorola 

7,686 

14.5 

269 

251 

American  Capital 

6,035 

-9.0 

324 

352 

Texas  Instruments 

4,804 

8.5 

215 

216       Pennsylvania  P&L 

7,599 

1.0 

270 

268 

INB  Financial 

6,015 

1.5 

325 

347 

Bethlehem  Steel 

4,793 

7.8 

216 

200                     Texas  Air 

7,577 

-7.0 

271 

309 

Baltimore  G&E 

5,986 

16.8 

326 

317 

FinI  Cp  Santa  Barbara 

4,737 

-5.9 

217 

217  Carolina  Power  &  Lt 

7,575 

0.9 

272 

279 

Banco  Popular  PR 

5,973 

4.7 

327 

335  Coca-Cola  Enterprises 

4,732 

1.3 

218 

226  Niagara  Mohawk  Pwr 

7,575 

7.1 

273 

282 

Star  Banc 

5,949 

5.2 

328 

328 

FarWest  Financial 

4,730 

4.3 

219 

241             Champion  Intl 

7,531 

12.4 

274 

232 

Commercial  Federal 

5,947  - 

-13.6 

329 

363 

City  National 

4,699 

9.4 

220 

219        Consolidated  Rail 

7,471 

3.4 

275 

263 

Ryder  System 

5,938 

-1.7 

330 

364 

PHH 

4,675 

8.9 

221 

224          American  Stores 

7,398 

5.5 

276 

290 

lames  River  Corp  Va 

,S,882 

8.9 

331 

334 

NY  State  E&G 

4,670 

-0.5 

222 

245                              Broad 

7,390 

11.4 

277 

285 

Columbia  Gas  Sys 

5,878 

4.2 

332 

371 

First  Commerce 

4,658 

11.8 

223 

229             Riggs  National 

7,337 

4.8 

278 

256 

Perpetual  Financial 

5,866 

-5.0 

333 

296 

TCF  Financial 

4,657  - 

-11.4 

224 

233       Pacific  Enterprises 

7,326 

6.7 

279 

295 

Eli  Lilly 

5,848 

11.1 

334 

312 

Florida  Federal 

4,655 

-8.1 

225 

424              Temple-Inland 

7,249 

115.1 

280 

270 

Contel 

5,846 

-0.3 

335 

372 

Potomac  Electric 

4,64,^ 

12.0 

■  Not  on  500  list  in  1988. 
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For  the  inside  story  on  Japanese  business,  one  source  stands  above 
the  rest.  The  source  /7?os^  Japanese  business  leaders  consult  each 
and  every  day.  NIKKEI. 

NIKKEI  is  many  things  to  many  people.  It's  The  Nihon  Keizai 
Shimbun  (Japan's  leading  business  daily)  and  specialized  papers  in 
marketing,  finance  and  industry.  It's  realtime,  online  databases 
(in  both  English  and  Japanese).  It's  the  NIKKEI  Average,  a  daily 
price  index  of  the  top  stocks  on  the  Tokyo  exchange.  And  it's  The 
Japan  Economic  Journal,  a  weekly  English-language  newspaper 
that  focuses  on  Japanese  business.  Plus  much,  much  more. 

NIKKEI.  It's  the  business  information  network  that  offers  direct 
access  to  world-class  profits  for  years  to  come. 


NIKKEI 


Nihon  Keizai  Shimbun, Inc.  1-9-5  Otemachi,  Chiyoda-ku,  Tokyo  100-66,  Japan  Tel:  (03)  270-0251  Telex:  J22308  NIKKEI 

Nihon  Keizai  Shimbun  America.Inc.  -Vevv  York  Office:  Suite  1802, 1221  Avenue  of  the  Americas,  New  York,  NY  10020  U.S.A.  Tel:  (212)  512-3600  or  1-800-322-1657 

Los  Angeles  Office:  725  South  Figueroa  Street,  Suite  1515,  Los  Angeles,  CA  90017  U.S.A.  Tel:  (213)  955-7470  or  1-800-535-2891 

Nihon  Keizai  Shimbun  Europe  Ltd.  London  Office:  Bush  House,  North  West  Wing,  Aldwych  London,  WC2B  4PJ,  U.K.  Tel:  (01)  379-4994 

Frankfurt  Office:  Kettenhofweg  22,  6000  Frankfurt/M  1 ,  West  Germany  Tel:  069-720214 

For  further  information  on  Nikkei,  just  fill  out  ttiis  coupon  and  mail. 

Planning  &  Development  Dept.,  Projects  Development  Bureau,  Nition  Keizai  Shimbun,  Inc.,  1-9-5  Otemachi,  Chiyoda-ku,  Tokyo  100-66,  Japan  FOB-4 
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336 

353 

CBS 

4,638 

5.2 

391 

425 

Cincinnati  G&E 

3,778 

12.4 

«• 

446 

486 

Colorado  Natl  Bkshs 

3,146 

11.9 

337 

361 

Florida  Progress 

4,634 

7.7 

392 

413 

Humana 

3,756 

6.4 

447 

"498 

Hawaiian  Electric 

3,130 

16.7 

338 

375 

Consol  Natural  Gas 

4,601 

12.0 

393 

383 

Viacom 

3,753 

-5.7 

448 

466 

Quaker  Oats 

3,125 

6.2 

339 

345 

No  States  Power 

4,593 

2.2 

394 

409 

Mead 

3,750 

5.9 

449 

457 

Old  Republic  Intl 

3,124 

3.9 

340 

370 

Jefferson-Pilot 

4,530 

8.5 

395 

405 

Deposit  Guaranty 

3,745 

4.9 

450 

■ 

Browning-Ferris  Inds 

3,117 

33.4 

341 

376 

Central  Bancshares 

4,519 

10.0 

396 

416 

Whitman 

3,718 

6.6 

451 

479 

Gillette 

3,114 

8.6 

342 

362 

American  Natl  Ins 

4,516 

4.9 

397 

398 

Southwest  Gas 

3,706 

0.7 

452 

476 

Trustmark 

3,108 

7.4 

343 

332 

NCR 

4,500 

-4.6 

398 

427 

CPC  International 

3,705 

10.9 

453 

458 

Greater  NY  Savings 

3,105 

3.2 

344 

369 

Ralston  Purina 

4,495 

7.1 

399 

461 

Wilmington  Trust 

3,703 

24.2 

454 

■ 

Valhi 

3,098 

35.2 

345 

368 

HJ  Heinz 

4,479 

6.5 

400 

420 

First  Citizens  Bcshs 

3,694 

8.3 

455 

464 

Sunwest  Financial 

3,086 

4.1 

346 

360 

Ashland  Oil 

4,468 

3.4 

401 

397 

Nipsco  Industries 

3,671 

-0.4 

456 

408 

Farm  &  Home  Finl 

3,085 

-13.0 

347 

358 

Allegheny  Power 

4,433 

2.3 

402 

■ 

Navistar  Intl 

3,656 

1.9 

457 

446 

Sonat 

3,084 

-1.7 

348 

343 

American  Savings 

4,430 

-2.3 

403 

431 

Hercules 

3,653 

9.9 

458 

■ 

Citizens  First  Bncp 

3,075 

14.8 

349 

385 

Society  for  Savings 

4,417 

12.4 

404 

459 

Masco 

3,641 

21.4 

459 

■ 

Toys  "R"  Us 

3,075 

20.3 

350 

393  Sumitomo  Bank  Calif 

4,401 

18.3 

405 

■ 

TW  Holdings 

3,624 

72.1 

460 

474 

Multibank  Financial 

3,068 

5.8 

351 

377 

Campbell  Soup 

4,369 

6.6 

406 

419 

Schering-Plough 

3,614 

5.5 

461 

483 

Paccar 

3,067 

8.3 

352 

387 

West  One  Bancorp 

4,350 

11.4 

407 

437 

Lone  Star  Tech 

3,601 

-7.5 

462 

481 

BanPonce 

3,066 

7,9 

353 

373 

USLife 

4,336 

4.6 

408 

392 

Freeport-McMoRan 

3,561 

-^.5 

463 

■ 

GATX 

3,060 

17.5 

354 

320 

PHM 

4,325 

-11.6 

409 

412 

San  Diego  G&E 

3,546 

0.4 

464 

456 

Eaton 

3,052 

0.6 

355 

342 

Citizens  Savings 

4,299 

-6.1 

410 

440 

Colgate-Palmolive 

3,536 

9.9 

465 

467 

Tribune 

3,051 

3.7 

356 

384 

Puget  Sound  Bancorp 

4,294 

8.8 

411 

441 

Liberty  National 

3,535 

11.8 

466 

460 

Public  Service  Colo 

3,045 

2.0 

357 

396 

Comdisco 

4,293 

16.4 

412 

447 

Air  Prods  &  Chems 

3,521 

12.3 

467 

■ 

McCaw  Cellular 

3,041 

46.5 

358 

331 

Halliburton 

4,263 

-9.7 

413 

433 

Martin  Marietta 

3,505 

5.6 

468 

494 

Melville 

3,032 

10.8 

359 

348 

Old  Stone 

4,246 

-4.6 

414 

423 

CuUen/Frost  Bankers 

3,505 

3.5 

469 

480 

Bally  Manufacturing 

3,029 

5.7 

360 

339 

Kroger 

4,242 

-8.1 

415 

■ 

Charles  Schwab 

3,480 

37.4 

470 

277 

Homestead  Financial 

3,020  -47.5 

361 

379 

Premier  Bancorp 

4,227 

3.6 

416 

422 

Northeast  Bancorp 

3,468 

2.2 

471 

469 

Inland  Steel  Inds 

3,009 

2.9 

362 

■ 

Ryland  Group 

4,212 

-0.8 

417 

428 

Baltimore  Bancorp 

3,462 

3.6 

472 

472 

Dresser  Industries 

3,008 

3.3 

363 

374 

MCA 

4,211 

2.3 

418 

310 

Teledyne 

3,447 

6.1 

473 

473 

Quantum  Chemical 

3,004 

3.3 

364 

380 

AMAX 

4,190 

2.8 

419 

454 

Geico 

3,434 

12.2 

474 

■ 

Westvaco 

2,998 

13.8 

365 

■ 

Oryx  Energy 

4,185 

2.2 

420 

482 

Henley  Group 

3,427 

37.5 

475 

477 

Scana 

2,985 

3.4 

366 

404 

Boise  Cascade 

4,143 

14.7 

421 

450 

Union  Camp 

3,417 

10.4 

476 

468 

Zions  Bancorporation 

2,975 

1.5 

367 

337 

AmeriFirst  Bank 

4,132 

-10.7 

422 

391 

Centel 

3,417 

-9.0 

477 

■ 

General  Cinema 

2,973 

44.8 

368 

381 

Itel 

4,127 

3.1 

423 

434 

Kellogg 

3,390 

2.8 

478 

499 

Hanover  Insurance 

2,955 

11.5 

369 

■ 

UA  Entertainment 

4,119 

176.9 

424 

344 

SFFed  Corp 

3,386 

-24.7 

479 

■ 

Landmark  Land 

2,943 

5.8 

370 

394 

New  England  Electric 

4,116 

10.7 

425 

402 

Great  Lakes  Bancorp 

3,385 

-6.9 

480 

■ 

Southern  Natl 

2,924 

10.3 

371 

401 

National  Medical 

4,115 

13.0 

426 

475 

Coming 

3,361 

16.0 

481 

■ 

Tucson  Electric 

2,905 

2.3 

372 

414 

Transco  Energy 

4,110 

16.5 

427 

449 

St  Paul  Bancorp 

3,345 

7.7 

482 

■ 

Washington  National 

2,899 

9.5 

373 

359 

Downey  S&L  Assn 

4,099 

-5.4 

428 

455 

First  Bncp  Ohio 

3,334 

9.4 

483 

■ 

Equitable  of  Iowa 

2,885 

47.5 

374 

395  United  Missouri  Bcsh 

4,038 

8.7 

429 

448 

Kerr-McGee 

3,332 

6.7 

484 

■ 

Bay  View  Capital 

2,881 

6.4 

375 

333 

Seamen's 

4,024 

-18.9 

430 

442 

Wisconsin  Energy 

3,318 

5.0 

485 

485 

Boston  Edison 

2,878 

2.2 

376 

403  Natl  Community  Bks 

4,023 

11.3 

431 

399 

Western  Capital  Inv 

3,262 

-11.0 

486 

■ 

Great  A&P  Tea 

2,870 

8.7 

377 

400 

Mercantile  Bkshs 

4,018 

10.3 

432 

430 

Dauphin  Deposit 

3,259 

-2.3 

487 

496 

Warner-Lambert 

2,860 

5.8 

378 

436 

Union  Planters 

4,003 

22.4 

433 

463 

Enserch 

3,254 

9.6 

488 

491 

FMC 

2,819 

2.6 

379 

407 

Intel 

3,994 

12.5 

434 

444 

Upjohn 

3,247 

3.4 

489 

■ 

Apple  Computer 

2,813 

23.6 

380 

366Rochester  Community 

3,977 

-6.2 

435 

445 

Northrop 

3,196 

1.8 

490 

492 

Whitney  Holding 

2,766 

0.7 

381 

418 

Times  Mirror 

3,947 

13.6 

436 

478 

Tandy 

3,194 

11.0 

491 

■ 

Security  Bancorp 

2,725 

5.8 

382 

388 

DQE 

3,921 

1.1 

437 

■ 

Maxxam 

3,183  - 

-12.4 

492 

484  Independence  Bancorp 

2,705 

-4.3 

383 

411 

Woolworth 

3,907 

10.5 

438 

497 

Fourth  Financial 

3,182 

18.2 

493 

495 

Public  Service  NH 

2,703 

0.4 

384 

406 

Williams  Cos 

3,900 

9.3 

439 

452  So  N  England  Telecom 

3,179 

3.6 

494 

■ 

DPL 

2,694 

9.1 

385 

435 

Arkia 

3,886 

19.6 

440 

■ 

Penn  Central 

3,178 

32.4 

495 

■ 

Fleming  Cos 

2,689 

5.1 

386 

■ 

DCNY  Corp 

3,869 

62.1 

441 

438 

Fortune  Financial 

3,175 

-2.5 

496 

■ 

Dow  loncs 

2,688 

27.3 

387 

415 

Summit  Bancorp 

3,865 

9.6 

442 

■ 

General  Mills 

3,174 

10.6 

497 

■ 

Super  Valu  Stores 

2,678 

16.2 

388 

429 

Apple  Bancorp 

3,840 

15.1 

443 

417 

Valley  Federal  S&L 

3,170 

-8.0 

498 

■ 

FirsTier  Financial 

2,660 

15.2 

389 

426 

Equimark 

3,801 

13.3 

444 

465 

Valley  Bancorp 

3,154 

6.6 

499 

■ 

Progressive 

2,647 

14.7 

390 

390 

Gannett 

3,783 

-0.3 

445 

470 

Ohio  Casualty 

3,146 

7.7 

500 

439 

Harcourt  Brace 

2,644  - 

-18.2 

■  Not  on  500  list  in  1988. 
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Emery  Worldwide,  a  CF  Company 

-  Air  freight  service  has  now 

achieved  a  higher  elevation. 


Now  there's  one  air  freight  company  that 
not  only  has  a  higher  commitment  to  customer  satisfaction, 

but  the  resources  to  achieve  it. 

Emery  Worldwide,  a  CF  Company  has  the  largest 
international  ground  and  air  fleet  in  the  world.  Our  Dayton 
Starbase  is  the  most  efficient  freight  sorting  facility  of  its 
kind,  capable  of  handling  more  than  5  million  pounds  each 
day  And  Emery  Worldwide  has  facilities  at  over  450  loca- 
tions throughout  North  America  and  90  countries  worldwide. 

We  offer  global  service,  with  a  wide  choice  of  pickup 

and  delivery  times  for  any  size  or  weight,  either  door-to-door 

or  airport-to-airport.  And  because  Emery  Worldwide  is  a  CF 

Company,  you  can  count  on  the  quahty  service  you  expect 

from  the  service  leader— consistent  and  on  time. 

So,  if  you're  looking  for  one  company  to  meet  all  your 

air  freight  needs— around-the-world,  around-the-clock 

—choose  the  company  that  has  raised  air  freight  service 

to  a  higher  elevation:  Emery  Worldwide. 

COnSOUDnTED 

FREiGHTUjnva  inc. 


The 
Compani/ 


Miles  aheaD 


MANGES'  ' 


''W  AIT  \  A/UIO  r^OCC  TU IPDP?^^  ^  'ot  of  radar  systems  might  not  give 
IIAALI,  VVMW^^JVyllJ  I  riLlNE^  you  the  answer  fast  enough.  By  the 
time  you  determine  hether  that  ''blip"  is  an  enemy  tank  or  a  complacent  cow,  it  could  be  too 
late  to  take  the  rigni  action.  But  now,  with  an  advanced  form  of  radar  technology  called  milli- 
meter wave,  Martin  Marietta  has  made  more  exact  target  recognition  possible— with  great  s^x^ed 
and  precision.  Millimeter  wave  can  distinguish  a  truck  from  a  tree,  a  tank  from  a  truck,  and  even 
a  column  of  tanks  from  a  herd  of  cattle  by  recognizing  the  unique  radar  signature— or  "fingerprint." 


©  1989  Martin  Marietta  Corporation 


J 


in 


So  millimeter  wave  doesn't  just  tell  you  if  something's  there;  it  tells  you  automatically  what's 
there— quickly,  precisely,  and  regardless  of  inclement  weather.  At  Martin  Marietta,  we  apply  the 
same  creative  intelligence  to  millimeter  wave  technology  that  we  bring  to  other  systems  and  products 
in  defense  electronics,  space,  communications,  information  management,  energy  and  materials. 

That's  what  distinguishes  us  in  our  field. 


MASTERMINDING  TOMORROW'S  TECHNOLOGIES. 


ivtAnrti^  ivtAntET-TA 


6801  ROCKLEDCE  DRIVE.  BETHESDA,  MAKYLANO  J()«17 


The  Forbes  Markeli^lue  500 


The  capitalization  of  the  500  most 
valuable  corporations  climbed  17%, 
to  $2.3  trillion,  as  big  stocks  soundly 
beat  small  ones. 


THE  AGGREGATE  CAPITALIZATION  of  the  500  Compa- 
nies listed  below  increased  17%  for  the  12  months 
ended  Mar.  23.  During  the  same  period  the  30  Dow 
industrials  rose  20.5%.  By  contrast,  the  Wilshire  index  of 
6,000  stocks— dragged  down  by  the  weaker  performance  of 
small  companies — gained  only  14%. 

This  is  the  first  time  that  the  calculation  for  the  Forbes 
Market  Value  500  is  based  on  recent  stock  prices  instead  of 
year-end  prices.  This  change  allowed  Reader's  Digest  As- 
sociation and  St.  Joe  Paper,  both  of 
which  went  public  earlier  this  year, 
to  be  included  in  our  table.  Another 
newcomer  is  Lyondell  Petrochemi- 
cal Co.,  a  January  1989  initial  public 
offering  of  the  petrochemical  and  pe- 
troleum processing  operations  of  At- 
lantic Richfield. 

IBM  has  the  largest  market  value 
of  any  U.S.  firm,  but  a  handful  of 
Japanese  companies  such  as  Sumi- 
tomo Bank,  Fuji  Bank,  Mitsubishi  Bank  and  Nippon  Tele- 
graph &  Telephone  have  larger  values.  In  the  last  12 
months  ibm's  stock  price  fell  4%  while  its  market  value 
declined  6.6%.  ibm's  repurchase  of  16  million  shares  of 
stock  in  1989  accounts  for  the  difference  between  the  two 
figures. 

With  a  capitalization  of  $26.3  billion,  Wal-Mart  Stores  is 
now  the  tenth-largest  U.S.  stock.  A  decade  ago  this  dis- 
count retailer  was  ranked  number  392  with  a  market  value 
slightly  over  a  half-billion  dollars. 

Of  the  500  firms  listed  below,  Costco  Wholesale  has  the 
biggest  percentage  increase  in  market  value,  162%.  This 
warehouse  retailer  recently  reported  record  sales  and  prof- 


its for  the  first  half  of  fiscal  1990.  A  recent  secondary 
offering  of  3.2  million  shares  increased  Costco's  capitaliza- 
tion by  approximately  $95  million.  Another  warehouse 
retailer.  Home  Depot,  which  specializes  in  building-sup- 
ply stores,  posted  a  106%  increase  in  market  value. 

Several  fast-growing  computer  software  companies  also 
delivered  sharp  gains  in  market  value.  Both  Oracle  Sys- 
tems and  Microsoft  more  than  doubled  their  market  value. 
Since  our  valuation  date,  however,  Oracle  stock  has  tum- 
bled on  a  weak  earnings  report. 

Newell  Co.,  a  Freeport,  111.  maker 
of  housewares  and  hardware  prod- 
ucts, doubled  in  market  value. 
Newell's  profits  of  $85  million  rep- 
resent a  39%  increase  over  1988. 
The  capitalization  of  Panhandle 
Eastern  and  Turner  Broadcasting  in- 
creased nearly  100%  over  the  past  12 
months. 
Although  the  market's  valuation 
of  both  Boeing  and  General  Electric  rose,  it  slipped  at 
many  other  aerospace  firms.  McDonnell  Douglas,  which  is 
gambling  on  its  new  MD-11  widebody,  lost  39%  of  its 
market  value  and  shows  a  sharp  decrease  in  earnings 
before  extraordinary  items.  Stock  in  General  Dynamics 
lost  30%  of  its  value.  Chrysler,  which  recently  sold  off  its 
aerospace  operations,  lost  almost  a  third  of  its  total  market 
value.  Bank  of  New  England,  Tucson  Electric  Power  and 
Quantum  Chemical  were  some  of  the  losers  that  dropped 
off  our  list. 

For  information  on  stock  price  performance,  dividends, 
per-share  earnings  and  1990  estimates,  turn  to  the  Wall 
Street  report  starting  on  page  328. 


Rank 
1989  1988 

Company 

Market 
value 
($mil) 

Change 
over 
1988 

% 

1          1 

IBM 

60,345 

-6.6 

2         2 

Exxon 

57,676 

1.1 

3         3 

General  Electric 

57,193 

44.1 

4        4 

American  Tel  &  Tel 

44,646 

32.0 

5         7 

Philip  Morris  Cos 

36,566 

37.7 

Winners 

The  largest  increase  in  market  value 

Rank 
1989         1988 

Company 

Market 
value 

($mil) 

Change 
over 
1988 

% 

437       ■ 

Costco  Wholesale 

1,238 

162.4 

185     415 

Oracle  Systems 

3,268 

138.1 

92      180 

Microsoft 

6,018 

120.2 

172     327 

Home  Depot 

3,512 

106.0 

373       ■ 

Newell  Co 

1,508 

101  2 

■  Not  on  500  list  in 

1988. 

Losers 

The  largest  decrease  in 

market  value 

Rank 
1989         1988 

Company 

Market 
value 
(Smil) 

Change 
over 
1988 

% 

401        ■ 

Lyondell  Petrochem 

1,380 

-40.0 

459     298 

Shawmut  National 

1,160 

-39.1 

284      184 

McDonnell  Douglas 

2,120 

-39.0 

243      1 10 

Unisys 

2,436 

-.19.0 

155        71 

Chrysler 

3,84H 

32.7 
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Rank 
1989  1988 


Company 


Market 
value 
l$mil) 


Change 
over 
1988 

% 


Change 
Market     over 


6 

5 

General  Motors 

31,307* 

1.3 

7 

8 

Merck 

27,532 

8.3 

8 

■ 

Bristol-Myers  Squibb 

27,449 

NA 

9 

10 

Amoco 

26,666 

28.8 

10 

13 

Wal-Mart  Stores 

26,325 

46.0 

11 

9 

EI  du  Pont 

26,043 

9.1 

12 

12 

BellSouth 

25,826 

33.7 

13 

11 

Mobil 

25,022 

24.4 

14 

15 

Coca-Cola 

24,983 

40.5 

15 

16 

Chevron 

23,866 

35.2 

16 

18 

Procter  &  Gamble 

23,272 

54.6 

17 

6 

Ford  Motor 

22,190 

-3.6 

18 

20 

GTE 

20,747 

38.6 

19 

24 

Atlantic  Richfield 

18,739 

22.5 

20 

21 

Johnson  &  Johnson 

18,568 

27.1 

21 

27 

Pacific  Telesis 

18,548 

29.3 

22 

23 

Minn  Mining  &  Mfg 

18,537 

24.2 

23 

14 

Dow  Chemical 

18,146 

11.6 

24 

22 

Bell  Atlantic 

18,072 

22.8 

25 

34 

Eli  Lilly 

17,235 

24.4 

26 

43 

Boeing 

16,729 

68.0 

27 

32 

Southwestern  Bell 

16,532 

24.9 

28 

39 

PepsiCo 

16,257 

42.2 

29 

28 

Ameritech 

16,247 

18.0 

30 

26 

Nynex 

16,056 

16.9 

31 

42 

Waste  Management 

15,604 

58.3 

32 

31  American  Home  Prods 

15,569 

25.5 

33 

46 

Walt  Disney 

15,469 

52.7 

34 

29 

Texaco 

15,423 

19.6 

35 

36 

American  Intl  Group 

15,263 

21.4 

36 

37 

Abbott  Laboratories 

14,063 

21.3 

37 

38 

US  West 

13,620 

21.4 

38 

17 

Sears,  Roebuck 

13,152 

-14.7 

39 

19 

Eastman  Kodak 

12,450 

-14.2 

40 

44 

McDonald's 

11,360 

25.5 

41 

35 

American  Express 

11,234 

-10.3 

42 

30 

Hewlett-Packard 

11,119 

-8.1 

43 

SO 

Westinghouse 

10,750 

41.5 

44 

45 

Anheuser-Busch  Cos 

10,720 

11.4 

45 

41 

Pfizer 

9,734 

5.3 

46 

33 

Digital  Equipment 

9,505 

-18.5 

47 

52 

Pacific  G&E 

9,116 

25.7 

48 

49 

USX 

9,009 

14.6 

49 

63 

Schering-Plough 

8,910 

27.2 

50 

81  MCI  Communications 

8,845 

36.1 

51 

60 

Capital  Cities/ABC 

8,770 

31.9 

52 

57 

Emerson  Electric 

8,670 

29.1 

53 

82 

Motorola 

8,637 

67.0 

54 

40 

Dun  &  Bradstreet 

8,446 

-11.8 

55 

66 

Tenneco 

8,407 

39.5 

56 

53 

SCEcorp 

8,302 

19.2 

57 

65 

JC  Penney 

8,249 

28.5 

58 

84 

Berkshire  Hathaway 

8,137 

44.6 

59 

133  Federal  Natl  Mortgage 

8,122 

62.1 

60 

54 

Southern  Company 

8,090 

10.2 

Rank 
1989  1988 

Company 

value 
($mil) 

1988 

% 

61 

102 

United  Telecom 

7,949 

49.9 

62 

47 

Citicorp 

7,875  - 

-11.2 

63 

70 

HJ  Heinz 

7,854 

26.4 

64 

73 

Loews 

7,842 

20.6 

65 

117 

Intel 

7,842 

79.8 

66 

101 

Toys  "R "  Us 

7,757 

63.8 

67 

56 

Commonwealth  Ed 

7,442 

5.0 

68 

97 

Limited 

7,399 

49.2 

69 

91 

General  Re 

7,398 

24.9 

70 

48 

Kellogg 

7,359 

2.1 

71 

58  OccidenUl  Petroleum 

7,332 

3.0 

72 

76 

Monsanto 

7,148 

12.3 

73 

86 

Upjohn 

7,129 

36.2 

74 

113 

Unocal 

7,079 

46.4 

75 

87 

Warner-Lambert 

6,944 

28.1 

76 

51 

Union  Pacific 

6,903 

-3.8 

77 

85 

United  Technologies 

6,872 

22.1 

78 

55 

Kmart 

6,839 

-9.2 

79 

126 

Campbell  Soup 

6,607 

63.2 

80 

80 

Sara  Lee 

6,484 

20.7 

81 

75 

Gannett 

6,439 

9.1 

82 

64 

JP  Morgan  &  Co 

6,409 

-5.5 

83 

59 

ITT 

6,404 

-6.3 

84 

61 

Caterpillar 

6,250 

8.4 

85 

103 

Texas  Utilities 

6,228 

30.2 

86 

77 

Norfolk  Southern 

6,219 

4.3 

87 

135 

Archer  Daniels 

6,173 

47.6 

88 

104 

Phillips  Petroleum 

6,158 

11.8 

89 

67 

American  Brands 

6,153 

3.4 

90 

172 

Marion  Merrell  Dow 

6,083 

66.4 

91 

83 

May  Dept  Stores 

6,032 

17.8 

92 

180 

Microsoft 

6,018  120.2 

93 

89 

Consolidated  Edison 

5,989 

16.7 

94 

115 

Baxter  International 

5,988 

24.7 

95 

90 

American  Electric 

5,903 

17.3 

96 

98 

Burlington  Resources 

5,858 

-9.1 

97 

158 

BankAmerica 

5,811 

34.9 

98 

118 

General  Mills 

5,755 

21.3 

99 

96 

Alcoa 

5,746 

12.5 

100 

92 

International  Paper 

5,613 

9.9 

101 

107 

Duke  Power 

5,545 

25.2 

102 

100 

AMP 

5,526 

25.4 

103 

78 

Rockwell  Intl 

5,491 

2.0 

104 

94 

Pub  Svc  Enterprise 

5,489 

11.4 

105 

88 

Aetna  Life  &  Cas 

5,431 

-2.7 

106 

116 

PacifiCorp 

5,415 

26.6 

107 

140 

Deere  &  Co 

5,404 

44.5 

108 

68 

Time  Warner 

5,360 

-20.2 

109 

95 

Apple  Computer 

5,290 

23.9 

110 

129 

Browning-Ferris  Inds 

5,266 

22.7 

111 

105 

Paramount  Commun 

5,229 

-2.4 

112 

99 

Allied-Signal 

5,203 

8.5 

113 

93 

Weyerhaeuser 

5,145 

-1.9 

114 

106 

Kimberly-Clark 

5,133 

6.9 

115 

69 

Xerox 

5,111 

-16.0 

Rank 
1989  1988 


Company 


Market 
value 
($mil) 


Change 
over 
1988 

% 


116 

141 

McCaw  Cellular 

5,022 

1.7 

117 

127 

CPC  International 

4,975 

23.6 

118 

132 

Marsh  &  McLennan 

4,971 

17.1 

119 

161 

Gillette 

4,964 

48.3 

120 

122 

American  Cyanamid 

4,932 

8.6 

121 

119 

NCR 

4,898 

14.7 

122 

79 

Ralston  Purina 

4,895 

-1.5 

123 

114 

Borden 

4,865 

15.0 

124 

174 

Halliburton 

4,850 

51.2 

125 

109  Tele-Communications 

4,813 

-0.9 

126 

166 

Dayton  Hudson 

4,793 

41.9 

127 

130 

Melville 

4,764 

9.3 

128 

■ 

Oryx  Energy 

4,757 

-1.2 

129 

112 

PPG  Industries 

4,592 

-7.3 

130 

121 

Times  Mirror 

4,456 

2.1 

131 

123 

Dominion  Resources 

4,452 

12.0 

132 

188 

Cooper  Industries 

4,444 

58.6 

133 

169 

Student  Loan 

4,436 

37.3 

134 

128 

Security  Pacific 

4,319 

-3.1 

135 

125 

FPL  Group 

4,300 

12.6 

136 

165 

Coming 

4,299 

42.2 

137 

162 

Contel 

4,287 

9.9 

138 

131 

CBS 

4,157 

2.1 

139 

111 

Raytheon 

4,150 

-A.6 

140 

153 

Houston  Industries 

4,149 

22.1 

141 

139 

LIN  Broadcasting 

4,127 

-6.5 

142 

223 

Chubb 

4,117 

52.3 

143 

157 

Entergy 

4,080 

20.9 

144 

155 

Woolworth 

4,064 

30.8 

145 

163 

AMR 

4,043 

22.3 

146 

181 

Banc  One 

3,960 

23.8 

147 

224 

NCNB 

3,922 

27.9 

148 

145 

Masco 

3,921 

14.9 

149 

183 

Automatic  Data 

3,906 

41.3 

150 

209 

Humana 

3,896 

38.5 

151 

136 

Cigna 

3,891 

-6.0 

152 

159 

Colgate-Palmolive 

3,883 

22.2 

153 

148 

Sun  Company 

3,881 

5.2 

154 

231 

Compaq  Computer 

3,868 

46.5 

155 

71 

Chrysler 

3,848 

-32.7 

156 

144 

Georgia-Pacific 

3,846 

-2.7 

157 

124 

Philadelphia  Elec 

3,816 

-5.4 

158 

134 

Teledyne 

3,810 

-1.6 

159 

199 

Amerada  Hess 

3,803 

31.6 

160 

173 

Carolina  Po.ver  &  Lt 

3,782 

31.6 

161 

146 

PNC  Financial 

3,763 

5.3 

162 

154 

MCA 

3,756 

-0.9 

163 

211 

Delta  Air  Lines 

3,719 

32.5 

164 

152 

Consol  Natural  Gas 

3,652 

16.1 

165 

206 

Albertson's 

3,636 

37.1 

166 

203 

Detroit  Edison 

3,635 

39.5 

167 

151 

Pitney  Bowes 

3,624 

12.1 

168 

120 

Quaker  Oats 

3,576 

-10.1 

169 

164 

Wells  Fargo 

3,546 

0.7 

170 

160 

Food  Lion 

3,543 

-3.3 

■  Not  on  500  list  in  1988.     'Includes  Class  E  and  H  stock.     NA.  Not  available. 
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width  of Citatioi lift 
br  around  half  the  p 


BAeSOO 


Avanti 


Citation  III 


'Ml  Ciiatuinllll"  iyS.OOl)  niiahasidon  H  <.A('(|uipp('<l  piiti'  Husinvf^uniHiimnwriialMuUun  l')H')  /'AiiiHtHv"'"/''"" ''I'wxi' li.iiiillxMik 


Until  now,  only  miclsi/c 
jfts  in  the  S6-S 10  million 
range  have  oHca'cl  Npacioii.s. 
stand-up  cabias.  But  now 
all  that's  changed  Ikrause 
now  t Ilea's  the  new  Piaggio 
Av-anti  Pl«() 

With  a  lulls  ft.  9  in.  of 
headnKHii  and 6  It.  oleabin 
width,  the  Avanti  stylishly 
acc(  MiiMK  xiates  sewn  t(  >  nine 
passengers  in  an  interior 
that's  as  spacious  and  luxu- 
rious as  those  (oimkI  in  aimnilt 
costing  twice  as  much.  And 
with  a  niiLximum  s|xedol 
i(>()mph,  thcAranti  is  faster 
than  some  business  jets. 


'^-ivf 


The  Avanti  pn^vicles  a  level 
of  comfort  that's  comparable 
to  first-class  seating  on  com- 
mercial airliners.  So  you  can 
stretch  out  in  an  execnjtive 
recliner.  Or  gather  around 
the  hardw(xxl-trimmed  ta- 
bles for  a  meeting.  There's  a 
handsomely  Qufted  refresh- 
ment center.  A  convenient 
full-length  coat  closet.  And  a 
totally  private  stand-up  lava- 
tory at  the  rear  of  the  cabin. 

There's  even  a  -»4-cu.-ft., 
76-in.-Iong  luggage  com- 
partment with  an  exterior 
access  dcx)r.  So  loading  and 
unloading  can  (K'curwith- 
out  disturbing  passengers  in 
the  cabin. 

The  Avanti  also  offers  a  se- 
rene environment  not  found 
to  the  same  extent  in  other 
business  aircraft.  Its  pusher 


engine  design  leaves  the 
cabin  so  refreshingly  free  of 
noise  and  vibration,  you  can 
converse  in  normal  voice 
torxis.  Or  just  quietly  reflect 


on  the  elegance  of  your  sur- 
roundings as  the  distance 
between  you  and  your  des- 
tination disappears  at  over 
seven  miles  per  minute. 


For  the  real  inside  story 
or  for  the  name  of  our  sales 
representative  nearest  you, 
caU  us  at  1-800-727-0451  or 
write  AM R-Avanti  Sales,  N.A., 
2 120  Airport  Road,  Mid- 
Continent  Airport,  Wichita, 
Kansas  67209.  Outside 
North  America,  write  Rinaldo 
Piaggio,  S.pA.,  Via  Cibrario 
N.  4, 16154,  Genova,  Italia,  or 
telephone  39-10-60041. 


P180 


l^lAi: 


AIRCRAFT  SALES 


For  more  information  call: 


1-800-727-0451 


The  Forbes  Market  Value  500 


Change 
Market     over 
Rank  value       1988 

1989 1988  Company  ($mil)        % 


Rank 

1989  1988 


Company 


Market 
value 

(Smil) 


Change 
over 
1988 

% 


Rank 

1989  1988 


Company 


Market 
value 
(Smil) 


Change 
over 
1988 

% 


171 

171 

Central  &  So  West 

3,540 

23.5 

172 

327 

Home  Depot 

3,512  106.0 

173 

200 

Honeywell 

3,500 

23.4 

174 

193 

RR  Donnelley  &  Sons 

3,496 

21.2 

175 

138 

American  General 

3,486 

-16.2 

176 

284 

Fluor 

3,435 

90.3 

177 

221 

UAL 

3,431 

40.2 

178 

150 

CSX 

3,385 

2.3 

179 

228 

ConAgra 

3,363 

34:7 

180 

265 

Dresser  Industries 

3,347 

39.2 

181 

142 

Travelers 

3,342 

-15.1 

182 

318 

Baker  Hughes 

3,307 

68.6 

183 

182 

Scott  Paper 

3,301 

8.9 

184 

235 

Newmont  Mining 

3,287 

29.3 

185 

415 

Oracle  Systems 

3,268 

138.1 

186 

178 

Reynolds  Metals 

3,264 

17.9 

187 

192 

Washington  Post 

3,225 

19.4 

188 

198 

Pennzoil 

3,209 

6.8 

189 

255 

Coastal  Corp 

3,177 

57.4 

190 

185 

Bankers  Trust  NY 

3,159 

-3.1 

191 

218 

Pacific  Enterprises 

3,156 

21.6 

192 

189 

Pennsylvania  P&L 

3,149 

11.5 

193 

191 

Santa  Fe  Pacific 

3,138 

-6.3 

194 

207 

Chase  Manhattan 

3,114 

0.9 

195 

143 

Union  Carbide 

3,079 

-24.6 

196 

250 

Primerica 

3,002 

46.0 

197 

197 

Ethyl 

2,999 

3.9 

198 

257 

St  Paul  Cos 

2,995 

33.0 

199 

208 

TRW 

2,995 

16.2 

200 

179 

Ohio  Edison 

2,975 

-2.5 

201 

204 

Transamerica 

2,960 

17.4 

202 

156 

Texas  Instruments 

2,955 

-2.4 

203 

320 

Tandem  Computers 

2,948 

73.4 

204 

186 

Genuine  Parts 

2,944 

5.3 

205 

177 

Tribune 

2,938 

-3.3 

206 

195 

Federal  Express 

2,920 

25.7 

207 

■ 

Readers  Digest  Assn 

2,887 

NA 

208 

234 

USTInc 

2,867 

8.8 

209 

175 

Dow  Jones 

2,837 

-7.4 

210 

301 

Ingersoll-Rand 

2,814 

48.1 

211 

225 

Hershey  Foods 

2,796 

21.0 

212 

74 

Burlington  Northern 

2,768 

67.6 

213 

317 

Viacom 

2,762 

34.8 

214 

247 

Carnival  Cruise  Lines 

2,743 

33.1 

215 

277 

Centel 

2,743 

7.0 

216 

233 

Air  Prods  &  Chems 

2,725 

19.7 

217 

137 

Tandy 

2,710- 

-25.8 

218 

213 

Union  Electric 

2,706 

11.6 

219 

201 

SunTrust  Banks 

2,705 

-0.9 

220 

275 

Centerior  Energy 

2,691 

23.3 

221 

259 

CMS  Energy 

2,689 

35.4 

222 

205 

Computer  Associates 

2,676 

-8.8 

223 

147 

Marriott 

2,674  - 

-17.3 

224 

149 

Whitman 

2,659  - 

-16.1 

225 

307 

Enron 

2,649 

41.1 

226 

238 

First  Wachovia 

2,649 

14.3 

227 

328 

National  Medical 

2,647 

29.4 

228 

217 

Knight-Ridder 

2,634 

15.4 

229 

287 

Illinois  Tool  Works 

2,628 

46.0 

230 

285 

Rubbermaid 

2,609 

22.1 

231 

280 

Walgreen 

2,599 

20.3 

232 

305 

Sysco 

2,599 

34.3 

233 

170 

McGraw-Hill 

2,562 

-21.3 

234 

244 

Deluxe 

2,561 

11.5 

235 

167 

Champion  IntI 

2,556 

-11.9 

236 

236 

WR  Grace 

2,552 

-2.8 

237 

168 

Salomon 

2,541 

-15.9 

238 

321 

Torchmark 

2,531 

48.6 

239 

289 

Kerr-McGee 

2,522 

26.1 

240 

375 

Dillard  Dept  Stores 

2,518 

58.3 

241 

202 

Hilton  Hotels 

2,481 

-1.3 

242 

237 

General  Public  Utils 

2,444 

13.1 

243 

110 

Unisys 

2,436 

-39.0 

244 

194 

Polaroid 

2,433 

-16.1 

245 

222 

Union  Camp 

2,428 

1.9 

246 

212 

Nordstrom 

2,427 

-A.l 

247 

276 

Dover 

2,404 

32.9 

248 

356 

Mfrs  Hanover 

2,404 

35.0 

249 

269 

Morgan  Stanley 

2,400 

8.0 

250 

210 

Baltimore  G&E 

2,396 

5.3 

251 

227 

USF&G 

2,395 

-8.4 

252 

381 

Rorer  Group 

2,387 

93.4 

253 

300 

Winn-Dixie  Stores 

2,386 

32.1 

254 

226 

Bank  of  New  York 

2,385 

-12.5 

255 

314So  N  England  Telecom 

2,371 

21.6 

256 

355 

Panhandle  Eastern 

2,370 

99.6 

257 

477 

NIKE 

2,364 

92.3 

258 

243 

San  Diego  G&E 

2,363 

14.2 

259 

187 

Fleet/Norstar  Finl 

2,314 

-17.9 

260 

■ 

Turner  Broadcasting 

2,312 

99.1 

261 

252 

Becton  Dickinson 

2,300 

22.2 

262 

215 

Lockheed 

2,291 

-14.0 

263 

350 

Gap 

2,285 

70.9 

264 

344 

Safeco 

2,285 

30.3 

265 

251 

No  States  Power 

2,267 

17.9 

266 

297 

Aon 

2,258 

21.4 

267 

279 

IntI  Flavors  &  Frags 

2,257 

19.0 

268 

239 

Northeast  Utilities 

2,242 

7.8 

269 

292 

Lincoln  National 

2,226 

9.9 

270 

274 

AMAX 

2,225 

10.8 

271 

219 

Merrill  Lynch 

2,196 

-20.3 

272 

272 

Geico 

2,187 

14.7 

273 

176 

Goodyear 

2,168 

-16.6 

274 

294 

NBD  Bancorp 

2,159 

17.5 

275 

242 

Martin  Marietta 

2,147- 

-10.0 
-2.2 

276 

232 

Rohm  &  Haas 

2,140 

277 

388 

Genentech 

2,139 

34.5 

278 

337 

Liz  Claiborne 

2,138 

45.3 

279 

306 

American  Stores 

2,137 

27  1 

280 

365 

Long  Island  Lighting 

2,128 

27.6 

■  Not  on  500  list  in  1988.     NA  Not  available 


281 

261 

NaUonal  City 

2,123 

12.3 

282 

310 

Clorox 

2,123 

21.2 

283 

334 

Alltel 

2,121 

22.6 

284 

184 

McDonnell  Douglas 

2,120- 

-39.0 

285 

316 

Castle  &  Cooke 

2,118 

39.5 

286 

273 

Potomac  Electric 

2,106 

13.6 

287 

332 

Columbia  Gas  System 

2,100 

35.5 

288 

311 

Whirlpool 

2,090 

17.1 

289 

270 

Gt  Western  Financial 

2,087 

7.6 

290 

256 

Textron 

2,081 

-8.5 

291 

258 

Sovran  Financial 

2,079 

6.0 

292 

324 

Phelps  Dodge 

2,077 

8.5 

293 

349 

Capital  Holding 

2,076 

35.1 

294 

268 

Allegheny  Power 

2,072 

10.0 

295 

407 

Sun  Microsystems 

2,069 

71.8 

296 

286 

First  Chicago 

2,065 

-10.8 

297 

267 

Ashland  Oil 

2,064 

-9.4 

298 

249 

Eaton 

2,049 

-2.0 

299 

263 

Chemical  Banking 

2,045 

-2.5 

300 

351 

WW  Grainger 

2,022 

38.0 

301 

313 

Arkla 

2,020 

15.0 

302 

312 

Great  A&P  Tea 

2,010 

9.9 

303 

342 

Tyco  Laboratories 

2,008 

38.7 

304 

230 

Consolidated  Rail 

2,005 

-12.3 

305 

283 

Price  Co 

1,998 

14.7 

306 

214 

Mead 

1,996 

-13.4 

307 

370 

Reebok  International 

1,992 

23.6 

308 

418 

Sonat 

1,989 

61.8 

309 

229 

James  River  Corp  Va 

1,989 

-12.0 

310 

455 

Avon  Products 

1,972 

72.3 

311 

264 

First  Interstate  Bncp 

1,966 

-11.7 

312 

359 

Wm  Wrigley  |r 

1,931 

34.1 

313 

290 

Wisconsin  Energy 

1,928 

12.3 

314 

293 

Florida  Progress 

1,921 

12.3 

315 

260  Coca-Cola  Enterprises 

1,918 

-9.8 

316 

288 

Super  Valu  Stores 

1,906 

10.6 

317 

325 

Brown-Forman 

1,903 

11.0 

318 

367 

Valhi 

1,896 

26.5 

319 

346 

H&R  Block 

1,893 

30.0 

320 

220 

First  Union 

1,889 

-17.2 

321 

412 

Homestake  Mining 

1,879 

37.6 

322 

245 

New  York  Times 

1,854 

-10.6 

323 

368 

Kemper 

1,848 

1.8 

324 

430 

UA  Entertainment 

1,846 

40.2 

325 

362 

Norwest 

1,834 

12.3 

326 

254 

Barnett  Banks 

1,830 

-8.5 

327 

■ 

Morion  International 

1,815 

NA 

328 

340 

Consolidated  Papers 

1,810 

15.3 

329 

281 

Freeport-McMoRan 

1,809 

-22.2 

330 

299 

Niagara  Mohawk  Pwr 

1,787 

8.2 

331 

266 

VF 

1,783 

-20.7 

332 

347 

Maytag 

1,782 

-15.4 

333 

377 

Naico  Chemical 

1,774 

27.7 

334 

295 

Litton  Industrie§ 

1,764 

-2.3 

335 

478 

(;olden  West  Finl 

1,764 

.58  1 

262 
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ivers 


Insurance  From  A  to  Z? 


Zurich-American.  We  cover  business  after  business. 
Inside  and  out.  Front  to  back.  Start  to  finish.  In  short, 
we  make  it  our  business  to  know  yours. 

It's  a  special  approach.  One  that  enables  us  to  pro- 
vide creative  solutions  to  your  insurance  needs.  And  to 
follow  through  with  truly  helpful,  dependable  service. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
70  countries,  we  have  the  capacity  to  make  a  world  of 
difference  for  you  at  home  or  abroad. 

So  make  sure  you're  covered  from  A-Z.  Just  ask 
about  Z-A.  Zurich-American. 


ZURICH-AMERICAN 

'^        INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices,  Schaumburg.  IL  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


The  Forbes  Market  VaUie  500 


Rank 

1989  1988 


Company 


Change 
Market     over 
value      1988 
(Smil)        % 


336   315 


Vulcan  Materials 


337    437 


339    262 


340    278 


341    399 


342   392 


343   291 


344 


346   461 


Medtronic 


347   323 


348    454 


350  390 


351    384 


352    253 


353   385 


355   309 


357   431 


358   303 


359    441 


360   240 


361    428 


362 


363    425 


UNUM 


364   422 


365   376 


367   354 


369    470 


371    393 


372   391 


373 


374    472 


375   348 


377   414 


378    308 


379 


380   248 


381    282 


383  341 


385   405 


386   369 


387   426 


388   492 


389 


390   373 


,761       0.8 


Tyson  Foods     1,758    83.4 


338   469  Great  Lakes  Chemical     1,758    56.4 


Household  IntI     1,752  -22.8 


Westvaco      1,738    -4.6 


Bausch&Lomb     1,735    24.7 


Temple-Inland     1,735    25.0 


Citizens  Utilities     1,715    -5.5 


FlightSafety  IntI     1,702    62.1 


345   371    New  England  Electric     1,691    28.8 


,687    53.5 


HF  Ahmanson     1,683      3.3 


Louisiana-Pacific     1,677    50.7 


349  387     Anadarko  Petroleum     1,669    28.1 


MNC  Financial      1,663    20.7 


EW  Scripps      1,645     10.7 


Hercules     1,636  -22.9 


TECO  Energy      1,633    27.2 


354  335     Citizens  &  Southern     1,628    -0.4 


Penn  Central     1,616      1.3 


356  304  Continental  Corp     1,608    -6.3 


Comcast      1,607    27.0 


General  Cinema     1,606    -7.8 


Enserch     1,603    46.1 


Amdahl     1,593-11.8 


Hillenbrand  Inds     1,578    56.9 


Union  Texas  Petrol     1,573    48.2 


1,571    23.9 


Gerber  Products     1,569    24.4 


Cincinnati  Bell     1,565    21.7 


366   246        General  Dynamics     1,565  -30.0 


Giant  Food     1,562    11.8 


368    443  Sherwin-Williams      1,560    35.3 


Norton     1,556    61.6 


370   416         Roadway  Services     1,539    30.6 


Cincinnati  G&E      1,538    22.7 


Tambrands     1,536    18.9 


Newell  Co     1,508  101.2 


Murphy  Oil     1,504    26.9 


Paccar     1,500  -10.3 


376  326     CoreStates  Financial     1,492  -10.2 


Stanley  Works     1,483     12.1 


Bethlehem  Steel     1,482  -15.1 


Dreyfus     1,481    31.3 


Ryder  System      1,480  -23.4 


Boise  Cascade     1,470-21.8 


382   408      Crown  Cork  &  Seal     1,467    16.2 


Sonoco  Products     1,465    -5.3 


384   439         Premier  Industrial     1,463    39.5 


McKesson     1,463    17.6 


Oklahoma  G&E      1,457      5.8 


Jefferson-Pilot     1,453    18.4 


US  Bancorp     1,452    31.1 


Lotus  Development     1,446    67.2 


Parker  Hannifin     1,430      7.0 


Not  on  500  list  in  1988.     NA:  Not  available. 


Rank 

1989  1988 


Company 


Market 
value 

(Smil) 


Change 
over 
1988 


391 

489 

Metro  Mobile  CTS 

,426 

3.7 

392 

401 

NY  State  E&G      ] 

L,424 

12.5 

393 

■ 

Novell     ] 

,424 

25.1 

394 

329 

Dana 

1,417 

-7.5 

395 

402 

Republic  New  York 

,413 

57 

396 

420 

Sigma-Aldrich 

[,401 

25.3 

397 

322  Armstrong  World  Inds 

[,400 

-13.2 

398 

468 

Nucor 

[,399 

38.6 

399 

331 

Mercantile  Stores 

1,382 

-15.4 

400 

■ 

St  Joe  Paper 

[,380 

NA 

401 

■ 

Lyondell  Petrochem 

[,380  -40.0 

402 

353 

Illinois  Power 

[,379 

3.8 

403 

■ 

BHC  Commun 

[,375 

NA 

404 

433 

Willamette  Inds     J 

[,373 

22.4 

405 

494 

State  Street  Boston 

[,371 

42.1 

406 

■ 

Wheelabrator  Tech 

,371 

NA 

407 

■ 

Circus  Circus 

[,360 

23.8 

408 

451 

Pall 

[,359 

26.0 

409 

403 

Weis  Markets 

[,359 

3.3 

410 

476 

Fifth  Third  Bancorp 

,350 

23.1 

411 

496 

Sundstrand 

[,341 

32.7 

412 

444 

Mapco 

[,338 

8.8 

413 

330 

Alexander  &  Baldwin 

,337 

-19.2 

414 

338 

USAir  Group 

[,330 

-21.6 

415 

383 

Lubrizol 

[,328 

-2.9 

416 

361 

Snap-on  Tools 

[,326 

-9.6 

417 

382 

Rite  Aid 

,323 

-2.9 

418 

459 

DPL 

[,319 

30.0 

419 

448 

Pioneer  Hi-Bred  IntI 

,318 

17.5 

420 

452 

National  Service 

[,312 

12.1 

421 

397 

Scana 

[,295 

6.6 

422 

389 

AIco  Standard 

[,290 

23.2 

423 

271 

Stone  Container 

,288 

-27.6 

424 

458 

Harris  Corp 

,286 

19.7 

425 

■ 

Gulf  States  Utils 

,284 

35.8 

426 

487 

Transco  Energy 

,282 

16.2 

427 

423 

Williams  Cos 

,272 

11.5 

428 

296 

Cray  Research 

,271 

-19.9 

429 

432 

Public  Service  Colo 

,270 

20.3 

430 

352 

Brunswick 

,265 

-21.4 

431 

411 

Square  D 

,264 

-5.2 

432 

■ 

Franklin  Resources 

,264 

71.3 

433 

■ 

Geo  A  Hormel 

,256 

53.3 

434 

440 

FMC 

,2.53 

7.3 

435 

488 

Bandag 

,242 

24.9 

436 

■ 

ALZA  Corp 

,241 

61.0 

437 

■ 

Costco  Wholesale 

,238 

162.4 

438 

■ 

Cellular  Commun     1 

,237 

16.2 

439 

467 

Nipsco  Industries 

,236 

22.6 

440 

■ 

Blockbuster     1 

,221 

89.7 

441 

333 

First  Fidelity  Rncp 

,218 

-24.3 

442 

■ 

Lowe's  Cos     1 

,216 

40.8 

443 

429 

Greyhound  Dial 

,209 

7.6 

444 

■ 

Cincinnati  Financial     1 

,209 

22.9 

445 

427 

Asarco     1 

,207 

7,4 

Rank 
1989  1988 

value 
Company            (Smil) 

1988 

% 

446 

442  Southwestern  Pub  Svc      1 

,202 

12.4 

447 

434 

American  Family     1 

,199 

-7.6 

448 

386 

Johnson  Controls     1 

,191 

-6.2 

449 

■ 

Potlatch     1 

,183 

38.5 

450 

■    IntI  Minerals  &  Chem     1 

,179 

38.2 

451 

■ 

Autodesk     1 

,176 

4.5 

452 

486 

Hubbell     1 

,174 

25.4 

453 

473 

Avery  International     1 

,172 

16.8 

454 

■ 

Hasbro     1 

,168 

24.1 

455 

495 

Nicor     1 

,163 

28.1 

456 

■ 

American  Petrofina      1 

,162 

9.3 

457 

481 

Louisiana  Land      1 

,161 

14.1 

458 

374 

Pinnacle  West     1 

,160 

-3.6 

459 

298 

Shawmut  National      1 

,160 

-39.1 

460 

■ 

Hartford  Steam  Boiler     1 

,160 

35.9 

461 

419 

Rouse     1 

,158 

-9.6 

462 

366 

Inland  Steel  Inds     1 

,153 

-16.2 

463 

■ 

EG&G     1 

,141 

25.8 

464 

■ 

Interpublic  Group     1 

,141 

24.3 

465 

446 

DQE      1 

,138 

14.1 

466 

■ 

MBLA      1 

,133 

25.3 

467 

■ 

Bruno's     1 

,132 

26.3 

468 

■ 

TJX  Cos     1 

,129 

20.8 

469 

465 

Puget  Sound  P&L     1 

,125 

8.9 

470 

372 

Fund  American  Cos      1 

,125 

-27.2 

471 

462 

Bear  Steams  Cos      1 

,123 

-6.5 

472 

■ 

Avnet      1 

,101 

40.7 

473 

460  Boatmen's  Bancshares      1 

,101 

-1.0 

474 

■ 

Circuit  City  Stores      1 

,101 

13.2 

475 

482 

Beneficial  Corp      1 

,095 

6.5 

476 

■ 

St  Jude  Medical      1 

,092 

1.8 

477 

■ 

Comdisco      1 

,091 

20.2 

478 

■ 

Tele  &  Data  Systems     1 

,090 

16.5 

479 

■ 

Society      1 

,088 

44.5 

480 

457 

Olin      1 

,088 

2.5 

481 

■ 

Northern  Trust      1 

,084 

33.8 

482 

■ 

American  Greetings      1 

,082 

49.4 

483 

■ 

King  World  Prods      1 

,080 

6.6 

484 

•475 

Molex      1 

,078 

33.8 

485 

■ 

Kroger      1 

,078 

29.6 

486 

■ 

Petrie  Stores      1 

,076 

21.8 

487 

■ 

KeyCorp     1 

,067 

10.7 

488 

490 

Georgia  Gulf      1 

,063 

5.6 

489 

■ 

Safety-Kleen      1 

,062 

16.0 

490 

417 

Intergraph      1 

,054 

23.2 

491 

379 

Black  &  Decker     1 

,0.53 

-9.2 

492 

■ 

Provident  Life  &  Ace      1 

,053 

3.1 

493 

■ 

Kelly  Services      1 

,052 

28.4 

494 

■ 

Russell      1 

,052 

32.8 

495 

■ 

Spiegel      1 

,046 

69.4 

496 

491 

Alexander  &  Alexan      1 

,046 

4.8 

497 

421 

Ogdcn      1 

,043 

-A.O 

498 

378 

Navistar  IntI      1 

,040 

-.?0.0 

499 

■ 

Montana  Power     1 

,038 

23.5 

499 

4.53 

Pt-rkin-Elnier      1 

,038 

80 
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LINCOLN  TOWN  CAR 

COMES  WITH  SOMETHING 

NO  LUXURY  SEDAN 

HAS  HAD  SINCE  1952. 


Motor  trend's 
car  of  the  year  award. 

We  made  it  smoother.  We  made  it  qi'ieter.  We 

MADE  it  more  SPACIOl'S.  AnD  THEN  THE  EDITORS  OF 
MOTOR  TREND  MAGAZINE  MADE  IT  FAMOUS.  ThE  V-8 
POXSCERED  LINCOm  TOWN  CAR.  ThE  FIRST  LL'XURY  SEDAN 
IN  38  YEARS  TO  BE  NAMED  MOTOR  TRENDS  CAR  OF  THE 
^TAR.  For  A  TOWN  CAR  CATALOG.  CALL  1800446-8888. 

LINCOLN.  WHAT  A  LUXURY  CAR  SHOULD  BE. 


Buckle  up— together  we  can  save  iive» 


Concorde  jetliners  and  chil-  sible  and  toughen  rubber  so  it 

Iren's  dirt  bikes  would  be  in  can  bounce  bach  into  shape  again 

or  rough  landings  were  it  not  for  and  again, 
^kzo's  Crystex '  insoluble  sulfur.  As  a  matter  of  fact,  without 

Crystex"^  additives  make  high  our  products  the  tires  on  a 

Ktrfc-tmance    radial    tires  pos-  Concorde's  landing  gear  would 


need  replacement  after  every 
touch  -  down,  invisible  on  the 
finished  product  but  essential 
to  its  performance  -  as  are  the 
industrial  fibers  from  Akzo  that 
toughen  the  same  tires  -  Crystex 


products  are  just  a  classic  ex*"PB 
ample  of  one  of  Akzo's  majoi*'>'< 
activities:  turning  commodltiW^  M 
into  specialties.  **^ 

Akzo's    specialty    chemicalt''<^i 
arc  also  an  unseen  yet  essential 


^ 


mponent  in  modern  papers, 
ils,  detergents,  f^bric  soften- 
s,  paints,  medicines,  synthetic 
ers,  computer  chips,   insecti- 

Ei,  adhesives  and  hundreds  of 


nearly  ail  of  these  applications 
in   close  cooperation   with   our 
clients.  Many  are  based  on  the 
more  than  20,000  patents  award- 
ed to  our  researchers. 

Akzo.  We're  70,000  people  in 


50  countries,  active  in  chemicals, 
fibers,  coatings  and  health  care. 

For  further  information 
please  write  to  Akzo  America  Inc, 
Corp.  Comm.  Dept,  111  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 


iOOs-^olMpd  Productivity 


Reversing  two  trends  of  recent  years,  America's 
largest  companies  employed  more  people  and 
earned  less  money  than  the  year  before. 


A  BAD  SIGN  for  productivi- 
iy?  Median  profit  per 
b  employee  among  the 
783  Forbes  500s  companies 
was  $9,800  last  year,  a  drop  of 
11%  from  1988.  Two  factors 
contributed  to  the  decline. 
First,  profits  were  off;  for  the 
median  company  in  the  survey 
they  fell  4.4%.  Second,  com- 
bined employment  among  the 
largest  corporations  rose  to 
20.3  million  people  from  19.9 
million  the  year  before.  This 
rise  breaks  with  a  declining  trend  through  most  of  the  1980s. 
That  was  a  decade  in  which  job  growth  occurred  in  small 
companies  while  the  giants  thinned  their  ranks. 

BHC  Communications  seems  to  be  the  most  productive 
company,  with  profits  per  employee  of  $961,800.  But  this  is  a 
fluke,  since  most  of  this  income  comes  from  bhc's  sale  of  its 
holdings  in  Warner  Communications.  Bond  insurer  mbia 


The  biggest  employers 

For  the  third  year  in  a  row  IBM  reduced  the  size  of  its 
payroll.  Last  year  K  mart  added  17,500  employees. 

Rank 
1989       1988 

Company 

Employees 
(000) 

Change 
over 
1988 

1            1 

General  Motors 

775.1 

1.2% 

2           2 

Sears,  Roebuck 

510.0 

-0.1 

3            3 

IBM 

385.2 

-0.8 

4            4 

Ford  Motor 

366.6 

2.1 

5            5 

K  mart 

360.0 

5.1 

Rank 

Per  employee 

Company           Profits   Sales  (rank) 

enon) 

Employees 
(000) 

Assets  1 

rank) 

AEROSPACE  &  DEFENSE 

1 

GenCorp 

13.7 

126.3    (3) 

82.7 

(12) 

15.4 

2 

General  Electric 

13.4 

185.0    (1) 

435.1 

(1) 

295.0 

3 

Sundstrand 

8.8 

116.0    (9) 

109.3 

(5) 

13.8 

4 

Loral 

8.1 

119.2    (6) 

150.4 

(3) 

9.7 

5 

Raytheon 

6.9 

114.4(12) 

69.4 

(18) 

76.9 

6 

Rockwell  Intl 

6.5 

113.5(13) 

81.8 

(13) 

110.4 

7 

Allied-Signal 

4.9 

110.2(14) 

93.5 

(9) 

108.3 

8 

E-Systems 

4.8 

93.9  (20) 

49.2 

(21) 

17.3 

9 

Martin  Marietta 

4.6 

87.2  (21) 

52.7 

(20) 

66.5 

9 

Textron 

4.6 

126.1    (4) 

233.7 

(2) 

.59.0 

11 

Teledyne 

4.3 

100.6  (15) 

98.2 

(8) 

35.1 

12 

Boeing 

4.2 

127.4    (2) 

83.4 

(111 

159.2 

13 

TRW 

3.6 

99.5  (17) 

71.3 

(17) 

73.8 

13 

United  Technologies 

3.6 

100.6  (15) 

75.2 

(15) 

194.1 

15 

Litton  Industries 

3.4 

96.0(19) 

100.6 

17) 

52.9 

16 

Sequa 

3.3 

115.9(10] 

138.7 

(4) 

16.9 

17 

General  Dynamics 

2.9 

98.0(18) 

63.9 

(19) 

102.5 

18 

Grumman 

2.2 

115.2(11) 

85.1 

(10) 

.30.5 

19 

McDoimell  Douglas 

0.3 

117.0    (7) 

107.5 

16; 

.'/-  ^ 

20 

Lockheed 

0.0 

116.8    (8) 

80.2 

(14) 

21 

Northrop 

-1.9 

122,6    (5) 

74.7 

(161 

Industry  medians 

4.3 

115.2 

83.4 

comes  in  second  with  a  net  of 
$448,800  per  worker.  The 
most  efficient  industry,  elec- 
tric utilities  in  the  North  Cen- 
tral U.S.,  had  profits  per  em- 
ployee of  $36,200.  The  least 
efficient  industry  is  multina- 
tional banks:  The  ten  compa- 
nies in  this  group  lost  $6,200 
per  employee. 

Keep  in  mind  that  two  com- 
panies within  one  industry 
may  not  be  fully  comparable. 
Within  the  international  oils, 
for  example,  Exxon  and  Mobil  have  more  in  common  with 
each  other  than  with  Occidental  Petroleum.  That's  because 
Occidental's  51%  holdings  in  $9.1  billion  ibp,  a  meatpacking 
outfit,  are  consolidated  with  the  parent  company's  results. 

To  locate  a  company  on  the  jobs  table,  first  check  the 
address  directory  starting  on  page  376  for  the  main  industry 
group  listed  for  the  firm. 


Rank 

Per  employee 

Company          Profits   Sales  (rank) 

(ioooi 

Employees 
(000) 

Assets  1 

rank) 

BUSINESS-INDUSTRIAL  SERVICES 

1 

Waste  Management 

14.3 

113.2 

(3) 

162.7 

(1) 

39.4 

2 

Browning-Ferris  Inds 

11.5 

114.4 

(2) 

133.0 

(21 

23.4 

3 

Safety-Kieen 

9.7 

100.7 

14) 

113.3 

(3) 

4.8 

4 

JWP 

3.0 

134.0 

(1) 

84.8 

(4) 

13.0 

5 

Ogden 

1.6 

32.6 

IS) 

61.9 

(-S) 

42.0 

Industry  medians 

9.7 

113.2 

113.3 

BUSINESS-SERVICES 

1 

FlightSafety  Intl 

31.3 

99.7 

(3) 

250.4 

12) 

2.1 

2 

Kelly  Services 

18.5 

360.1 

(2) 

103.1 

(3) 

3.8 

3 

PHH 

11.7 

420.3 

(11 

1,052.0 

(1) 

4.4 

Industry  medians 

18.5 

360.1 

250.4 

BUSINESS-SUPPLIES 

1 

Comdisco 

65.8  1,050.8 

(1) 

2,566.0 

111 

1.7 

2 

Minn  Mining  &  Mfg 

14.4 

138.5 

(5) 

112.9 

(41 

86.6 

3 

Deluxe 

9.1 

78.4 

(7) 

50.5 

(7) 

16.8 

4 

Avery  International 

7.4 

149.2 

(4) 

98.3 

(51 

11.6 

5 

AIco  Standard 

6.5 

249.7 

(2) 

91.7 

(61 

16.9 

6 

Xerox 

6.3 

157.0 

(3) 

267.9 

(21 

112.3 

!           7 

Pitney  Bowes 

6.2 

94.7 

(6) 

184.8 

(31 

,^0.4 

Industry  medians 

7.4 

149.2 

112.9 
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Rank 

Company           1 

Per  employee 

Profits   Sales  (rank) 

isonni 

Employees 
(000) 

Assets 

rank) 

CAPITAL  GOODS-ELECTRICAL  EQUIPMENT 

1 

WW  Grainger 

16.1 

232.6 

(1) 

143.4 

(2) 

7.4 

2 

Hubbell 

15.1 

127.6 

(2) 

110.0 

(3) 

5.2 

3 

Honeywell 

8.9 

89.0 

(5) 

77.2 

(4) 

68.1 

4 

Emerson  Electric 

8.2 

96.4 

(4) 

76.2 

(5) 

72.6 

5 

Westinghouse 

7.6 

105.3 

(3) 

166.6 

(1) 

122.0 

6 

Square  D 

5.0 

80.7 

(6) 

68.4 

(6) 

20.2 

7 

National  Service 

4.7 

77.0 

(7) 

43.4 

(7) 

20.6 

Industry  medians 

8.2 

96.4 

77.2 

CAPITAL  GOODS-HEAVY  EQUIPMENT 

1 

Illinois  Tool  Works 

11.0 

145.3 

(4) 

112.9 

(6) 

15.0 

2 

Deere  &  Co 

10.6 

193.9 

(1) 

248.3 

(1) 

38.6 

3 

Caterpillar 

8.2 

183.0 

(2) 

179.8 

(3) 

60.8 

4 

Dover 

7.1 

104.8 

(9) 

69.5 

(11) 

20.2 

5 

Ingersoll-Rand 

6.5 

111.4 

(7) 

83.8 

(8) 

31.0 

6 

Stanley  Works 

6.4 

106.8 

(8) 

80.8 

(9) 

18.5 

7 

Tenneco 

6.3 

153.1 

(3) 

188.9 

(2) 

92.0 

8 

Crane 

5.2 

134.6 

(5) 

60.5 

(15) 

10.8 

8 

Norton 

5.2 

93.6(12) 

71.0 

(10) 

16.4 

10 

Cooper  Industries 

5.1 

98.3(11) 

129.2 

(4) 

52.2 

11 

Hamischfeger  Inds 

5.0 

132.3 

(6) 

122.4 

(5) 

11.9 

11 

Tecumseh  Products 

5.0 

91.2(13) 

62.5 

(13) 

16.6 

13 

General  Signal 

4.1 

99.8(10) 

68.9 

(12) 

19.2 

14 

Parker  Hannifin 

3.2 

74.3  (16) 

57.6 

(16) 

33.4 

15 

Timken 

3.1 

86.9(15) 

88.7 

(7) 

17.6 

16 

Trinova 

1.5 

88.6(14) 

62.1 

(14) 

21.9 

Industry  medians 

5.2 

105.8 

82.3 

CHEMICALS-DIVERSIFIED 

1 

Dow  Chemical 

42.3 

299.3 

(1) 

376.9 

(1) 

58.8 

2 

Quantum  Chemical 

23.6 

254.4 

(2) 

286.1 

(2) 

10.5 

3 

EI  du  Pont 

17.3 

244.8 

(3) 

242.1 

(3) 

143.4 

4 

Monsanto 

15.5 

197.7 

(6) 

196.0 

(4) 

43.9 

5 

BF  Goodrich 

14.3 

200.0 

(5) 

188.0 

(7) 

12.1 

6 

Rohm  &  Haas 

13.8 

208.8 

(4) 

192.7 

(5) 

12.7 

7 

Union  Carbide 

12.7 

194.4 

(7) 

190.0 

(6) 

45.0 

8 

American  Cyanamid 

8.2 

135.8  (10) 

139.9 

(9) 

35.5 

9 

Olin 

7.8 

157.8 

(8) 

119.7 

(10) 

15.9 

10 

FMC 

6.5 

140.9 

(9) 

116.4 

(11) 

24.2 

11 

Hercules 

-4.2 

134.4(11) 

158.8 

(8) 

23.0 

Industry  medians 

13.8 

197.7 

190.0 

CHEMICALS-SPECIALIZED 

1 

Lyondetl  Petrochem 

186.9 

2,677.7 

(1) 

633.2 

(2) 

2.0 

2 

Georgia  Gulf 

141.3 

812.7 

(2) 

348.0 

(4)  . 

1.4 

3 

Vista  Chemical 

59.6 

439.3 

(4) 

338.9 

(5) 

1.7 

4 

Ethyl 

39.9 

442.1 

13) 

1,024.0 

(1) 

5.5 

5 

Intl  Flavors  &  Frags 

33.0 

207.2  (10) 

231.0 

(11) 

4.2 

6  Great  Lakes  Chemical 

32.8 

211.3 

(9) 

292.6 

(6) 

3.8 

7 

Freeport-McMoRan 

23.1 

302.5 

(6) 

550.0 

(3) 

6.5 

8 

Nalco'Chemical 

22.1 

197.0(12) 

172.7 

(16) 

5.4 

9 

IMC  Fertilizer  Group 

19.3 

201.1  (11) 

289.5 

(7) 

5.8 

Rank 

Per  employee 

Company           Profits   Sales  (rank) 

tnnn^ 

Employees 
(000) 

Assets  (rank) 

10 

Lubrizol 

18.6 

243.4    (7) 

190.4 

(13) 

5.0 

11 

Sigma-Aldrich 

18.4 

126.6(19) 

135.6 

(18) 

3.5 

12 

Air  Prods  &  Chems 

15.4 

193.7  (13) 

257.0 

(9) 

13.7 

13 

Morton  International 

11.4 

185.0(14) 

178.8 

(15) 

8.1 

14 

Pall 

10.0 

89.4(21) 

130.9 

(19) 

5.9 

15  Intl  Minerals  &  Chem 

9.8 

139.6  (16) 

239.5 

(10) 

8.4 

16 

MA  Hanna 

9.6 

122.6  (20) 

114.4 

(21) 

9.1 

17 

Valhi 

6.3 

139.0(17) 

189.8 

(14) 

16.3 

18 

WR  Grace 

5.5 

131.8(18) 

121.1 

(20) 

46.4 

19 

Witco 

4.7 

212.2    (8) 

152.2 

(17) 

7.5 

20 

Cabot 

2.6 

348.3    (5) 

279.6 

(8) 

5.4 

21  Great  American  Mgmt 

-0.7 

183.5  (15) 

218.5 

(12) 

11.2 

Industry  medians 

18.4 

201.1 

231.0 

COMPUTERS  &  COMMUNICATIONS-HARDWARE 

1 

Compaq  Computer 

42.6 

367.4    (2) 

267.0 

(3) 

7.8 

2 

Apple  Computer 

34.6 

423.8    (1) 

221.9 

(5) 

12.7 

3 

Micron  Technology 

27.8 

151.0(10) 

257.8 

(4) 

2.7 

4 

Amdahl 

18.7 

257.1    (4) 

273.3 

(2) 

8.2 

5 

Intel 

18.2 

145.4(11) 

185.8 

(9) 

21.5 

6 

Cray  Research 

17.9 

157.8    (9) 

192.2 

(8) 

5.0 

7 

Premier  Industrial 

15.9 

135.3  (13) 

64.0 

(27) 

4.6 

8 

Tandem  Computers 

13.0 

184.5    (7) 

183.5 

(10) 

9.1 

9 

Penn  Central 

12.0 

119.0(14) 

219.2 

(6) 

14.5 

10 

AMP 

11.6 

115.3(15) 

104.3 

(16) 

24.3 

11 

Intergraph 

10.3 

111.0(18) 

104.3 

(16) 

7.8 

11 

Molex 

10.3 

95.2  (21) 

92.9 

(18) 

6.1 

13 

IBM 

9.8 

162.8    (8) 

201.8 

(7) 

385.2 

14 

Hewlett-Packard 

8.9 

135.7(12) 

112.1 

(15) 

91.0 

15 

Digital  Equipment 

7.1 

104.6  (19) 

91.0 

(19) 

123.7 

15 

NCR 

7.1 

102.7  (20) 

77.6 

(22) 

58.0 

17 

Avnet 

6.6 

188.6    (6) 

118.2 

14) 

9.6 

18 

General  Instrument 

6.3 

86.6  (27) 

73.7 

24) 

15.7 

19 

Motorola 

4.8 

93.4  (22) 

74.6 

23) 

103.0 

20 

Itel 

4.0 

282.8    (3) 

550.2 

(1) 

7.5 

21 

Texas  Instruments 

3.9 

87.2  (26) 

64.3 

26) 

74.8 

22 

Sun  Microsystems 

3.5 

198.6    (5) 

140.7 

(12) 

10.4 

23 

Seagate  Technology 

2.6 

44.9  (31) 

46.6 

28) 

40.0 

24 

EG&G 

2.5 

58.9  (28) 

23.0 

31) 

28.0 

25 

Natl  Semiconductor 

1.5 

50.2  (29) 

41.8 

29) 

32.6 

26 

Harris  Corp 

1.1 

92.1  (24) 

88.0 

20) 

28.9 

27 

Zenith  Electronics 

-2.1 

47.7  (30) 

28.3 

30) 

32.5 

28 

Perkin-Elmer 

-5.6 

90.8  (25) 

.52.2 

11) 

6.6 

29 

Unisys 

-7.3 

115.2(16) 

122.7 

13) 

87.7 

30 

Wang  Laboratories 

-18.1 

92.5  (23) 

85.0 

21) 

28.3 

31 

Control  Data 

-26.4 

114.0(17) 

72.3 

25) 

25.8 

Industry  medians 

7.1 

115.2 

104.3 
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The  Forbes  50Os-^obs  and  Froductivity 

■ 

^ 

-'    -  - 

Per  employee 

Profits   Sales  (rank) 

iae\i\i\\ 

Employees 
(000) 

Ppr  PTTinlnvf>(>  fSOOfl) 

Employees 
(000) 

Rank            Company           1 

Assets  (rank) 

Rank            Company           Profits   Sales  (rank)    Assets  (tank) 

COMPUTERS  &  COMMUNICATIONS-SOFTWARE 

CONSUMER  DURABLES- APPLLVNCES 

1                        Autodesk 

64.8 

249.4    (2) 

271.4 

12) 

0.7 

1                           Maytag       5.1      118.7    (3)         93.6 

(3) 

26.0 

2                       Microsoft 

61.7 

279.0    (1) 

269.9 

(3) 

3.4 

2                       Whirlpool       4.7      156.1    (1)        135.8 

(21 

39.4 

3              Oracle  Systems 

30.7 

242.1     (3) 

183.7 

(6) 

3.2 

3             Black  &  Decker    -0.4      128.2    (2)       219.0 

(1) 

28.2 

4    Computer  Associates 

27.1 

230.8    (4) 

255.3 

(4) 

5.4 

Industry  medians       4.7      128.2               135.8 

5       Lotus  Development 

25.2 

207.1    (5) 

225.1 

(5) 

2.7 

CONSUMER  DURABLES-AUTOMOBILES  &  TRUCKS 

5                            Novell 

25.2 

205.5    (6) 

180.1 

(7) 

2.1 

1                             Paccar     18.1      248.7    (5)       229.0 

(5) 

13.4 

7            Automatic  Data 

8.9 

76.8    (8) 

75.8 

(8) 

22.0 

2                     Ford  Motor     10.5      262.3    (4)       438.3 

(2) 

366.6 

8    First  Financial  Mgmt 

8.8 

137.1    (7) 

762.3 

(1) 

6.5 

3              General  Motors       5.5      163.8    (7)       223.1 

(6) 

775.1 

9        Computer  Sciences 

3.1 

76.2    (9) 

45.9 

(91 

18.9 

4  Fleetwood  Enterprises       4.9      137.2    (8)         65.5 

(8) 

11.3 

Industry  medians 

25.2 

207.1 

225.1 

5                         Chrysler      2.9      286.4    (2)       418.5 

(3) 

121.9 

COMPUTERS  &  COMMUNICATIONS-TELECOMMUNICATIONS 

6                  Navistar  Intl       2.2      283.9    (3)       252.2 

(4) 

14.5 

1           Citizens  Utilities 

52.0 

198.4    (4) 

679.7 

(2) 

1.7 

7         Subaruof  America -17.6  1,432.4    (1)       569.1 

ID 

1.1 

2                           Centel 

34.5 

92.4  (20) 

265.9 

(14) 

12.9 

8                  Mack  Trucks -21.4      201.7    (6)        186.2 

(7) 

8.7 

3  MCI  Communications 

32.8 

351.7    (1) 

344.5 

(6) 

18.4 

Industry  medians       3.9      255.5               240.6 

4                              Alltel 

19.9 

158.6    (6) 

307.9 

(10) 

7.7 

CONSUMER  DURABLES-AUTOMOTIVE  PARTS 

5               Pacific  Telesis 

18.0 

138.9(10) 

306.8 

(11) 

69.1 

1                            Bandag    31.8      220.3    (1)        145.6 

(3) 

2.4 

6                       BellSouth 

16.8 

138.9(10) 

298.2 

(12) 

100.8 

2                                  SPX     16.3      126.4    (6)        114.9 

(5) 

5.0 

7         Southwestern  Bell 

16.7 

133.2  (14) 

322.8 

(8) 

65.6 

3                Snap-on  Tools     14.3      122.0    (7)        106.5 

(6) 

7.3 

8                     Ameritech 

15.8 

130.4(15) 

253.3 

(16) 

78.3 

4               PPG  Industries     13.1      161.5    (3)        159.0 

(1) 

35.5 

8                         US  West 

15.8 

138.1  (12) 

362.3 

(5) 

70.2 

5                Genuine  Parts     12.8      202.2    (2)         82.6 

(7) 

15.6 

10  So  N  England  Telecom 

14.3 

126.7(16) 

241.1 

(18) 

13.2 

6                              Eaton       5.9        95.8(11)          79.6 

(8) 

38.3 

11                  Bell  Atlantic 

13.4 

143.0    (7) 

327.5 

(7) 

80.1 

7                               Dana       3.4      133.9    (5)        135.7 

(4) 

38.5 

12                          Contel 

12.8 

139.0    (9) 

261.0 

(15) 

22.4 

8           Masco  Industries       3.2      115.9    (9)        153.7 

(2) 

14.6 

13      American  Tel  &  Tel 

9.2 

122.8  (17) 

128.1 

(21) 

294.1 

9           Johnson  Controls       2.8      116.4    (8)         78.7 

(10) 

33.5 

13            United  Telecom 

9.2 

190.9    (5) 

248.3 

(17) 

39.6 

10                        Goodyear       1.7        97.5(10)         75.9 

(11) 

111.5 

15              Cincinnati  Bell 

9.1 

86.5  (21) 

132.8 

(20) 

10.4 

11             Arvin  Industries       1.1        88.9(12)         65.2 

(12) 

17.3 

16                               GTE 

8.9 

109.9  (18) 

201.8 

(19) 

158.5 

12           Cummins  Engine    -0.2      137.1    (4)          79.3 

(9) 

25.6 

17                            Nynex 

8.4 

137.0(13) 

268.8 

(13) 

96.4 

Industry  medians       4.7      124.2                94.6 

18    Tele  &  Data  Systems 

4.4 

95.9(19) 

308.5 

(9) 

2.5 

CONSUMER  DURABLES-HOME  FURNISHINGS 

19         Cellular  Commun 

-29.2 

140.1    (8) 

647.1 

(3) 

0.6 

1                    Rubbermaid     13.8      159.8    (1)        108.9 

(1) 

8.4 

20        Metro  Mobile  CTS 

-73.6 

208.8    (3) 

560.0 

(4) 

0.7 

2                      Newell  Co       8.3      109.0    (2)         84.6 

(2) 

10.3 

21            McCaw  Cellular- 

120.2 

210.0    (2) 

1,267.2 

(1) 

2.4 

3                  Premarklntl       3.2      106.5    (3)         72.2 

(3) 

24.4 

Industry  medians 

13.4 

138.9 

306.8 

4          Springs  Industries       2.8        81.4    (4)         50.7 

(4) 

23.5 

CONSTRUCTION-COMMERCL\L  BUILDERS 

5                            Interco    -2.2        61.3    (5)         40.0 

15) 

28.7 

1                            Centex 

13.4 

453.8    (2) 

462.6 

(1) 

4.5 

Industry  medians       3.2      106.5                  72.2 

2                              Fluor 

6.1 

355.0    (3) 

113.6 

(5) 

19.0 

CONSUMER  NONDURABLES-APPAREL  &  SHOES 

3        Wheelabrator  Tech 

5.9 

151.6    (5) 

228.4 

(4) 

9.9 

1     Reebok  International     66.2      689  7    (1)       441.5 

(1) 

2.6 

4                CBI  Industries 

2.9 

124.6    (6) 

113.2 

(6) 

12.0 

2                               NIKE     56.4      542.5    (2)       279.5 

(2) 

3.8 

5         Morrison  Knudsen 

2.5 

171.8    (4) 

57.5 

(7) 

12.6 

3                 Liz  Claiborne    32.0      274.5    (3)        165.1 

(31 

5.1 

6                             Rouse 

1.9 

96.3    (7) 

446.1 

(2) 

5.1 

4                            Russell       4.9        52.5    (6)         55.0 

(5) 

13.1 

7                   Turner  Corp 

0.8 

1,063,2    (1) 

256.9 

(3) 

3.4 

Industry  medians 

2.9 

171.8 

228.4 

5                                     VF       4.0        57.6    (4)          42.9 

(6) 

44.0 

6          Fruit  of  the  Loom       2.9        53.5    (5)          75.9 

(4) 

24.7 

CONSTRUCTION-RESIDENTIAL  BUILDERS 

Industry  medians     18.5      166.1                120.5 

1          Kaufman  &  Broad 

82.9 

1,288.4    (1) 

1,514.1 

13| 

1.0 

2                               PHM 

27.0 

547.2    (2) 

2,094.6 

(1) 

2.1 

3                 Ryland  Group 

16.4 

524.3    (3) 

1,575.1 

(2) 

2.7 

Industry  medians 

27.0 

547.2 

1,575.1 
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Who's  going  to  skip 
this  chapter? 


For  an  investment  manager  offering  fixed  income  services, 
purchasing  debt  is  easy.  The  difficult  part  is  figuring  out  who's  going 
to  be  able  to  pay  it  back.  And  it  gets  more  difficult  every  day. 
Last  year  over  90,000  companies  filed  for  bankruptcy.  But  more 

surprising  than  the 
statistics  is  how  many 
were  industry  leaders. 

At  the  CIGNA 
companies,  we've  done 
more  than  survive  in  the 
world  of  fixed  income. 
We've  achieved  one 
of  the  best  performance 
records  in  the  private 
placement  field. 

We  got  there  with  the 
kind  of  research,  credit 
analysis  and  disciplined 
underwriting  that  leaves 
no  room  for  surprises. 
And  we  extend  that 
expertise  to  everything 
from  mezzanine  financing  and  mutual  funds  to  high-yield  public  bonds. 
Putting  our  capital  in  the  same  investments  as  our  clients. 
'  So  if  you're  looking  for  prudent  investment  strategies  that  balance 
return  potential  with  a  risk  level  that  meets  your  specific  needs,  write 
CIGNA  Investments  Inc.,  Dept.  RK,  Hartford,  CT  06152. 
Because  our  chapter  on  fixed  income  is  one  you  don't  want  to  skip. 


We  get  paid  for  resultsr 


CIGNA 


The  Forbes  500s— Jobrand  Productivity                     1 

Rank 

Per  employee 

Company           Profits    Sales  (rank) 

/ffAAAX 

Employees 
(000) 

Per  employee 

Rank            Company           Profits   Sales  (rank) 

($000) — 
Assets  ( 

rank) 

Employees 
(000) 

Assets  1 

rank) 

CONSUMER  NONDURABLES-PERSONAL  PRODUCTS 

10      CcHi-olidated  Edison    30.4      278.2(11) 

518.7 

(16) 

20.0 

1 

Clorox 

25,8 

273.0    (2) 

221.0 

(2) 

5.1 

11    New  England  Electric     25.1      297.2    (8) 

744.5 

(12) 

5.5 

2 

Procter  &  Gamble 

17.8 

288.7    (1) 

229.8 

(1) 

78.3 

12        Northeast  Utilities     23.6      256.5(15) 

758.4 

(9) 

8.6 

3 

Scott  Paper 

13.3 

179.6    (4) 

203.8 

(3) 

28.2 

13      General  Public  Utils     21.3      219.8(17) 

505.0 

(17) 

13.2 

4 

Johnson  &  Johnson 

13.2 

118.7    (8) 

96.3 

(8) 

82.2 

14    Niagara  Mohawk  Pwr     13.4      257.5(14) 

671.2 

(13) 

11.3 

5 

Colgate-Palmolive 

11.5 

206.5    (3) 

144.9 

(4) 

24.4 

15                Boston  Edison    -3.5      274.6(12) 

622.6 

(15) 

4.6 

6 

Kimberly-Clark 

10.9 

147.0    (5) 

126.2 

16) 

39.0 

16         Public  Service  NH    -5.3      309.7    (6) 

1,351.7 

(2) 

2.0 

7 

Gillette 

9.5 

127.3    (7) 

103.8 

(7) 

30.0 

17      Long  Island  Lighting  -15.3      375  0    (2) 

1,361.0 

(1) 

6.3 

8 

Greyhound  Dial 

3.0 

96.0(10) 

1413 

(5) 

36.8 

Industry  medians     30.9      292.5 

758.4 

9 

Avon  Products 

1.9 

115.8    (9) 

73.6 

(10) 

28.5 

ELECTRIC  UTILITIES-SOUTH  CENTRAL 

10 

Tambrands 

0.4 

131.1    (6| 

92.4 

(9) 

4.5 

1  Southwestern  Pub  Svc    58.1      382.3    (1) 

775.6 

(6) 

2.1 

Industry  medians 

11.2 

139.1 

133.8 

2               Texas  Utilities     50.4      279.5    (7) 

1,113.9 

(3) 

15.5 

CONSUMER  NONDURABLES-PHOTOGRAPHY  &  TOYS 

3        Central  &  So  West     36.2     301.6    (5) 

987.7 

(4) 

8.5 

1 

Polaroid 

12.6 

165.2    (2) 

154.1 

(2) 

11.5 

4             Oklahoma  G&E     35.3      311.2    (4) 

688.2 

(7) 

3.7 

2 

Hasbro 

11.2 

171.9    (1) 

152.0 

(3) 

8.2 

5        Houston  Industries     34.7      317.9    (3) 

979.8 

(5) 

11.9 

3 

Mattel 

7.2 

112.5    (4) 

75.5 

(4) 

11.0 

6            Gulf  States  Utils       2.7      330.4    (2) 

1,382.6 

(1) 

4.9 

4 

Eastman  Kodak 

3.7 

130.0    (3) 

167.1 

(1) 

141.5 

7                           Entergy  -35.9      283.0    (6) 

1,118.3 

(2) 

13.2 

5 

Brunswick 

-2.6 

104.3    (5) 

73.2 

(5) 

27.1 

Industry  medians     35.3      311.2 

987.7 

Industry  medians 

7.2 

130.0 

152.0 

ELECTRIC  UTILITIES-SOUTHEAST 

ELECTRIC  UTILITIES-NORTH  CENTRAL 

1     Carolina  Power  &  Lt     43.7      288.3    (2) 

880.4 

(1) 

8.6 

1 

Ohio  Edison 

51.1 

304.8    (6) 

1,092.2 

(4) 

7.1 

2        Kentucky  Utilities    38.5      248.5    (6) 

529.6 

(8) 

2.1 

2 

Cincinnati  G&E 

49.4 

296.4    (7) 

778.9 

(11) 

4.9 

3                 TECO  Energy     30.5      241.6    (7) 

543.9 

(7) 

4.4 

3 

DPL 

48.0 

336.8    (1) 

949.0 

(6) 

2.8 

4     Dominion  Resources    30.0      270.2    (4) 

805.8 

(2) 

13.7 

4 

Ipaico  Enterprises 

41.5 

258.7  (13) 

773.1 

(12) 

2.3 

5                   Duke  Power     29.3      186.3    (9) 

488.6 

(10) 

19.5 

5  Minnesota  Power  &  Lt 

41.3 

215.4(18) 

721.3 

(14) 

2.2 

6                              Scana     28.7      262.6    (5) 

697.6 

(4) 

4.3 

6 

Detroit  Edison 

40.8 

307.0    (4) 

953.6 

(5) 

10.4 

7       Southern  Company     26.8      237.6    (8) 

724.6 

(3) 

31.5 

7 

Union  Electric 

39.7 

279.6    (9) 

801.0 

(10) 

7.2 

8             Florida  Progress     24.2      275.4    (3) 

599.3 

(6) 

7.7 

8 

Commonwealth  Ed 

38.7 

320.7    (2) 

1,144.1 

(3) 

17.9 

9                      FPL  Group     21.7      326.1    (1) 

650.4 

(5) 

19.0 

9 

Kansas  City  P&L 

37.9 

255.0(14) 

913.8 

(8) 

2.9 

10              Louisville  G&E     19.6       174.3(10) 

490.7 

(9) 

3.9 

10 

Wisconsin  Energy 

34.5 

265.3  (10) 

589.5 

(17) 

5.6 

Industry  medians     29.0      255.6 

624.9 

11 

CMS  Energy 

32.1 

305.0    (5) 

887.2 

(9) 

9.7 

ELECTRIC  UTILITIES-WESTERN 

12 

PSI  Holdings 

29.7 

251.2(16) 

475.1 

(18) 

4.2 

1                   Idaho  Power     56  0      327.7    (5) 

1,073.4 

(2) 

1.5 

13 

Centerior  Energy 

29.4 

253.5  (15) 

1,284.4 

(1) 

9.1 

2           Puget  Sound  P&L     47.4      357.4    (4) 

1,010.1 

(3) 

2.5 

13 

No  States  Power 

29.4 

263.8  (11) 

609.0 

(16) 

7.5 

3                          SCEcorp     45.8      406.1    (3) 

970.1 

(5) 

17.0 

15 

Nipsco  Industries 

28.1 

319.2    (3) 

751.4 

(13) 

4.9 

4             San  Diego  G&E     43.4      482.6    (2) 

821.9 

(6) 

4.3 

16 

American  Electric 

27.6 

225.5  (17) 

646.9 

(15) 

22.8 

5                   Pacific  G&E     34.1      325.3    (6) 

808.8 

(7) 

26.4 

17 

DQE 

26.5 

262.6  (12) 

918.8 

(7) 

4.3 

6                      PacifiCorp     29.2      233.0(11) 

745.6 

(9) 

16.0 

18 

Illinois  Power 

-64.8 

294.8    (8) 

1,259.6 

(2) 

4.5 

6         Washington  Water     29.2      238.6(10) 

563.2 

(11) 

2.5 

Industry  medians 

36.2 

272.5 

844.1 

8         Public  Service  NM     26.4      292.9    (7) 

768.0 

(8) 

3.1 

ELECTRIC  UTILITIES-NORTHEAST 

9       Public  Service  Colo     22  5      263.5    (9) 

460.9 

(13) 

6.6 

1 

Philadelphia  Elec 

52.3 

301.7    (7) 

1,127.0 

(3) 

11.3 

10          Hawaiian  Electric     20.3      280.5    (8) 

993.1 

(4) 

3.2 

2 

Pennsylvania  P&L 

43.1 

287.1  (10) 

925.9 

(6) 

8.2 

11              Montana  Power    20.1      205.6(12) 

526.5 

(12) 

3.7 

3 

Pub  Svc  Enterprise 

42.0 

372.2    (3) 

1,000.7 

(5) 

12.9 

12                Pinnacle  West  -51.5      140.9(13) 

654.2 

(101 

10.7 

4 

Potomac  Electric 

39.6 

257.6(13) 

857.5 

(8) 

5.4 

13              Tucson  Electric  -77.4      .560  1     (1) 

2,740.6 

(1) 

11 

5 

Atlantic  Energy 

39.4 

342.7    (4) 

906.4 

(7) 

2.1 

Industry  medians     29.2      292.9 

808.8 

6 

NY  State  E&G 

34.9 

315.5    (5) 

1,031.9 

(4) 

4.5 

7  Delmarva  Power  &  Lt 

33.8 

292.5    (9) 

751.4 

(11) 

2.7 

8 

Allegheny  Power 

33.1 

383.8    (1) 

753.5 

(10) 

5.9 

9 

Baltimore  G&E 

30.9 

223.8  (16) 

668.4 

(14) 

9.0 
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yi  you  can  see,  free. 
Join  FlightFundl 


Paris,  London,  Geneva,  Amsterdam,  Brussels  and 
Frankfurt*  Tokyo,  Hong  Kong  and  Singapore*  *  Trans- 
Atlantic  travel  on  the  QE  2  +  Anywhere  America  West 
flies,  including  Hawaii.  As  a  member  of  our  frequent 
flyer  program,  FlightFund,  you'll  quickly  earn  niileage 
credit  to  get  you  there  free! 

For  each  mile  you  fly  on  America  West,  you'll  earn 
one  RightFund  mile.  And  even  the  shortest  trip  earns 
you  a  minimum  of  750  miles  credit  per  flight. 

You'll  also  receive  bonus  miles  for  flying  First  Class, 
Business  Class  or  Full-fare  Coach,  plus  additional  miles 
for  taking  an  AmeriWest  vacation  or  for  using  your 
FlightFund  VISA  Card. 

You'll  get  FlightFund  miles  for  cars  rented  at  Budget 
and  Thrifty  in  conjunction  with  America  West  flights. 
And  for  stays  at  all  Doubletree  Hotels  and  Compri  Hotels, 
plus  participating  Red  Lion  Hotels  and  Inns  and  Marriott 
Hotels  and  Resorts... when  you  fly  America  West. 

You'll  even  earn  FlightFund  miles  and  bonuses 
that  increase  with  the  class  of  service  you  fly  on  select 
Air  France  and  Virgin  Atlantic  flights. 

And  you'll  automatically  receive  award  certificates 
after  just  20,000  RightFund  miles.  They're  good  for 
2  years  and  can  be  redeemed  at  any  America  West  ticket 
counter. 

Join  RightFund  now.  And  get  to  those  exotic 
places  you'd  give  anything  to  go  to. .  .free!  Pick  up  your 
application  for  instant  enrollment  at  any  America  West 
ticket  counter  or  call  800-247-5691. 

'With  FlightFund  Partners  Air  France  and  Virgin  Atlantic. 
*  'With  FlightFund  Award  Partner  Singapore  Airlines. 
tWith  FlightFund  Award  Partner  Cunard  Line. 

FlightFund  Program  may  change  without  notice  at  the 
discretion  of  America  West  Airlines. 


^AmericaVfest 

What  we  serve  is  you: 


-"^ ■ .         --     -^■.-':^:t      . 

The  Forbes  SOOs— Jobs  and  Productivity 

Per  employee 

Rank            Company          Profits   Sales  (rank) 

Employees 
(000) 

Per  emnlovee  ISOOOW^ 

Employees 
(000) 

($000  >— 
Assets  ( 

rank) 

Rank            Company          Profits   Sales  (rank)    Assets  (rank) 

ENERGY-GAS  DISTRIBUTORS 

14                    Murphy  OU     10.5      373.2(14)       468.6 

(12) 

4.4 

1                               Nicor    31.1 

421.2    (1) 

555.0 

(2) 

3.9 

15        Phillips  Petroleum     10.2      578.7    (5)       526.0 

19) 

21.4 

2              Peoples  Energy    24.9 

366.6    (2) 

481.1 

(3) 

3.4 

16                         PennzoU     10.0     225.1  (17)       471.7 

(11) 

10.4 

3  Kansas  Power  &  Light     16.0 

248.2    (4) 

431.1 

(4) 

4.5 

17                 Sun  Company       4.6      457.0(11)       405.5 

(14) 

21.5 

4              Southwest  Gas     15.0 

296.5    (3) 

1,301.3 

(1) 

2.8 

18                   Ashland  Oil      0.3      213.5(18)        118.5 

(18) 

37.7 

Industry  medians    20.5 

331.6 

518.1 

Industry  medians     19.0      479.5               523.6 

ENERGY-GAS  PRODUCERS  &  PIPELINERS 

ENTERTAINMENT  &  INTORMATION-BROADCASTING 

1    Burlington  Resources     73.9 

276.8    (7) 

984.0 

(4) 

6.2 

1               BHCCommun  961.8      292.7    (4)     1,815.6 

(1) 

0.8 

2                             Enron    34.6 

1,503.5    (1) 

1,391.7 

(1) 

6.5 

2           LIN  Broadcasting     63.7      278.6    (5)        736.7 

(3) 

0.9 

3                              Sonat    23.4 

382.5    (6) 

663.2 

(7) 

4.7 

3                                 CBS     44.3      442.0    (1)       692.2 

(4) 

6.7 

4              Transco  Energy    22.8 

605.4    (3) 

832.4 

(5) 

4.9 

4                          Viacom    28.2     308.9    (3)       807.1 

(2) 

4.7 

5                 Williams  Cos     15.4 

505.0    (5) 

1,146.8 

(3) 

3.4 

5       Capital  Cities/ ABC     24.5      250.5    (6)       321.3 

(8) 

19.8 

6                 Coasul  Corp     13.4 

651.3    (2) 

690.8 

(6) 

12.7 

6  Tele-Communications    -8.3        97.1    (7)       367.0 

(7) 

31.2 

7         Panhandle  Eastern     12.5 

593.1    (4) 

1,336.2 

(2) 

4.7 

6     Turner  Broadcasting    -8.3      318.3    (2)       635.8 

(5) 

3.3 

Industry  medians     22.8 

593.1 

984.0 

8                          Comcast  -24.8        93.8    (8)        430.5 

(6) 

6.0 

ENERGY-l.NTEGRATED  GAS 

Industry  medians     26.4      285.7               664.0 

1       Consol  Natural  Gas     24.5 

377.3    (1) 

619.5 

(1) 

7.4 

ENTERTAIN.MENT  &  INFOR.MATION-MOVIES 

2  Columbia  Gas  System     13.5 

296.7    (3) 

544.2 

(3) 

10.8 

1           King  World  Prods  367.8  2,010.7    (1)     1,881.3 

(1) 

0.2 

3                          Enserch      6.5 

241.6    (4) 

286.7 

(4) 

11.4 

2    Paramount  Commun  120.1      293.5    (2)       589.3 

12) 

11.8 

4         Pacific  Enterprises       5.0 

160.2    (5) 

173.5 

(5) 

42.2 

3                  Walt  Disney     17.0      112.5    (4)        160.1 

(5) 

43.0 

5                             Arkla  -12.8 

341.5    (2) 

591.1 

(2) 

6.6 

4                               MCA     11.1       194.9    (3)       242.7 

(3) 

17.4 

Industry  medians      6.5 

296.7 

544.2 

5        UA  Entertainment    -4.7        55.0    (5)       212.3 

(4) 

19.4 

ENERGY-INTERNATIONAL  OIL 

Industry  medians     17.0      194.9               242.7 

1                           Texaco    61.2 

821.8    12) 

649.9 

(2) 

39.4 

ENTERTAINMENT  &  INFORMATION-PUBLISHING 

2                           Amoco    30. 1 

447.6    (5) 

568.4 

(4) 

53.5 

1                     Dow  Jones    33.5      178.6    (4)       284.5 

(2) 

9.4 

3                            Exxon    29.0 

845.4    (1) 

811.9 

(1) 

102.5 

2           Washington  Post    31.4      229.2    (3)       243.2 

(4) 

6.3 

4                             Mobil     26.3 

730.5    (3) 

568.4 

(4) 

68.8 

3           New  York  Times     25.0      166  1     (5)        205.4 

(5) 

10.7 

5  Occidental  Petroleum      4.8 

378.6    (6) 

391.3 

(6) 

53.0 

4      Readers  Digest  Assn     23.1      257.1     (2)        194.4 

(6) 

7.4 

6                         Chevron      4.6 

542.7    (4) 

624.6 

(3) 

54.3 

5                          Tribune     14.2      143.6    (6)        178.4 

(7) 

17.1 

Industry  medians     27.7 

636.6 

596.5 

6                Knight-Ridder     11.7      107.2(12)        100.9 

(13) 

21.2 

ENERGY-OILFIELD  SERVICES 

7                           Gannett     10.8        95.7(13)        102.9 

(12) 

36.8 

1          Dresser  Industries       5.2 

128.2    (1) 

96.9 

(2) 

31.1 

8                 Times  Mirror     10.5      121.9(10)        138.4 

(10) 

28.5 

9               Harcourt  Brace       9.8      125.4    (8)        247.1 

(3) 

10.7 

2                Baker  Hughes      4.4 

111.7    (2) 

98.7 

(1) 

21.0 

10                      EWScripps       9.1       128.6    (7)        158.9 

(8) 

9.9 

3                     Halliburton       2.1 

89.2    (3) 

67.2 

(3) 

63.5 

11   RR  Donnelley  &  Sons      8.5      119.6(11).       96.1 

(14) 

26.1 

Industry  medians      4.4 

111.7 

96.9 

12          Dun  &  Bradstreet       8.3        61.3(15)          73.5 

(15) 

70.5 

ENERGY-OTHER  OIL  &  GAS 

13         Interpublic  Group      4.8        82.3(14)        117.6 

(11) 

14.8 

1       Union  Texas  Petrol    91.3 

519.0    (8) 

909.9 

(4) 

1.9 

14      American  Greetings       3.2        59.4(16)          54.0 

(16) 

21.3 

2         Atlantic  Richfield     72.6 

570.7    (6) 

827.5 

(5) 

26.9 

15                  McGraw-Hill       2.7      122.9    (9)        151.6 

(9) 

14.6 

3               Louisiana  Land     71.8 

1,091.7    (2) 

1,836.8 

(2) 

0.7 

16                  Time  Warner    -9.5      284.8    (1)       923.9 

(1) 

26.8 

4     Anadarko  Petroleum    65.5 

493.2    (9) 

2,118.9 

(1) 

0.7 

Industry  medians     10.2      124.2               155.3 

5               Amerada  Hess     54.5 

639.5    (4) 

785.7 

(6) 

8.7 

FINANCIAL  SERVICE.S-BROKERAGE  &  COMMODITY 

6       American  Petrofina    32.7 

833.0    (3) 

687.3 

(81 

3.6 

7                             Tosco    32.0 

1,138.8    (1) 

741.4 

(7) 

1.3 

1              Morgan  Stanley     67.9      893.4    (2)    8,162.3 

(2) 

6.5 

8                            Mapco    21.1 

367.7(15) 

268.4 

(16) 

5.5 

2                         Salomon     54.3  1,040.3    (1)  13,670.5 

(1) 

8.7 

9                   Kerr-McGee     19.9 

392.9  (12) 

424.1 

(13) 

7.9 

3            Bear  Stearns  Cos     23.3      404.2    (3)    5,961.6 

(3) 

6.0 

10                               USX     18.0 

327.0(16) 

326.4 

(15) 

53.6 

4              Charles  Schwab       7  5      219.1     (6)     1,378.3 

(6) 

2.5 

11                   Oryx  Energy     17.7 

373.8  (13) 

1,372.1 

(3) 

3.1 

5      PaineWibber  Group      4.0      226.4    (5)     1,709.6 

(4) 

12.9 

12                           Unocal     14.6 

566.2    (7) 

521.2 

(10) 

17.8 

6                 Merrill  Lynch     -5.1      273  1     (4)     1,540.8 

(5) 

41.5 

13      Diamond  Shainrock     13.4 

465.7  (10) 

228  6 

!171 

4.5        ' 

Industry  medians     IS.4      HS.^            i,8}5.(. 

:?4 
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Profile  in  Quality  #13: 
Recognition. 

For  the  4th  time  in  the  last  5  years,  a  Ford  Motor 
Company  car  has  won  the  prestigious  Car  of  the 
Year  award  from  Motor  Trend  magazine.  The 
1990  Lincoln  Town  Car— the  first  luxury 
sedan  in  38  years  to  receive  this  award— joins 
the  Ford  Thunderhird  Super  Coupe  in  1989.  the 
Thunderbird  in  1987  and  Ford  Taurus  in  1986. 
Receiving  this  award  isfiirther  evidence  that 
Ford's  total  commitment  to  quality  is  producing 
results.  JT  hen  your  goal  is  to  build  the  highest 
quality  cars  and  trucks  in  the  woi'ld-you  don't 
do  it  any  other  way. 


Ford,  Mercury,  Lincoln,  Ford  Trucks. 

Our  goal  is  to  build  the  highest  quality  cars 

and  trucks  in  the  world'.' 


C%5^ 
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Take  away  his  writin^ 

his  music  and  h 


country  doctor.  In  hi 


o 
U 


o 

IT- 


Add  up  the  parts 
of  Albert  Schweitzer's 
Hfe  and  you'd  think 
^  you  were  talking 
about  an  army 
of  men. 
As  a  Protestant 
mii  theologian,  he  saw 
w-  medicine  as  one 
way  to  revere  life. 
So  he  studied  medicine 
and  went  to  work  in  French 
Equatorial  Africa. 

As  a  classically  trained  organist 
renowned  for  his  interpretations 
of  J.  S.  Bach,  he  raised  money 
for  his  hospital  by  giving 
concerts. 

As  a  philosopher  and 
writer  he  was  renowned 
for  his  prodigious  work, 
The  Philosophy  of  Civih/Mtion, 


TELECOMMUNICATIONS 


INFORMATION  SERVICES 


MOBILE  COMMUNIC 


his  philosophy,  and 
was  just  another 
xise,  a  whole  country 


ind  used  the  royalties  to  purchase 
nedical  suppHes. 

And  after  winning  the  Nobel 
Peace  Prize  in  1952,  he 
:ook  the  award  money 
ind  built  a  village  for 
eprosy  patients. 

If  you  understand 
low  that  combination 
of  remarkable  talents 
oined  to  serve  one 
greater  purpose,  you'll 
understand  the  vision 
of  BellSouth. 

Individually,  the  companies  of 
BellSouth  are  counted  among 
the  best  in  their  field.  And 
when  brought  together  to  help 
you,  they  can  provide  integrated 
solutions  to  a  surprising 
variety  of  telecommunications  and 
nformation  problems. 


!K 


)NS 


ADVERTISING  SERVICES 


Senior  industry  executives 

named  BellSouth  the  most  admired 

telecommunications  company 

in  America  for  the  past 
two  years  in  an  annual 
Fortune  magazine  survey. 
Which  means  if  you're 
looking  at  your  own 
business  or  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 
After  all,  when 

you  can  surround 

a  problem  with 

remarkable        ' 

talent, 

successful 

solutions  can't  \ 

be  far  away.        ' 


BELLSOUTH' 


EVERYTHING  YOU  EXPECT  FROM  A  LEADER^ 


HERE'S  HOW  THE  COMPANIES 

OF  BELLSOUTH  INTEGRATED  MANY 

DIFFERENT  TALENTS  TO  HELP  ONE  OF  THE 

WORLD'S  LARGEST  RETAILERS. 

Designed  systems  to  utilize  network  intelliyence  to 
more  effectively  manage  incoming  customer  calls 
and  agent  utilization. 

Accepted  order  to  place  several  thousand 
telephone  s\stems  in  locations  throughout  the  U.S. 

Implemented  an  asset  management  tracking 
system  to  loq  maintenance  on  data  terminals  at  all 
locations. 

Supplied  mobile  phone  service  to  peld 
technicians  to  reduce  backhaul. 

Utilized  data  communications  to  lower  overhead 
on  credit  card  purchase  transactions  by  50%. 


Ihe  Forbes  500s — Jobs  and  Productivity 

Rank 

Company 

Per  employee 

Profits    Sales  (rank^ 

[^r\r\f\\ 

Employees 
(000) 

Rank 

Per  employee 

Company           Profits    Sales  (rank) 

($ooni 

Employees 
(000) 

Assets  (rank) 

Assets  (rank) 

FINANCIAL  SERVICES-LEASE  &  FINANCE 

23 

INB  Financial 

L9.8 

216.5  125) 

2,019.7 

(28) 

3.0 

1 

MBLA 

448.8 

752.9^3) 

7,832.5 

(4) 

0.2 

25 

First  Empire  State 

19.7 

243.5  (13) 

2,419.0 

(10) 

2.6 

2  Federal  Nat!  Mortgage 

322.9  4,622.9    (1)  49,725.9 

(1) 

2.5 

26 

First  Wachovia 

19.6 

177.0(69) 

1,749.7 

(63) 

13.7 

3 

Student  Loan 

142.1 

1,809.4    (2)  19,574.4 

(2) 

1.8 

27 

Midlantic 

19.4 

218.2(21) 

2,226.3 

(15) 

10.6 

4 

Dreyfus 

112.5 

207.1  (111 

704.5 

(10) 

1.3 

28 

,Ameritryst 

L9.3 

200.0  (35) 

1,871.6 

(41) 

6.0 

5 

Franklin  Resources 

44.5 

142.1  (12) 

231.1 

(12) 

1.9 

29 

Manufacturers  Natl     ] 

L9.0 

194.4  (43) 

1,822.5 

(50) 

5.7 

6 

H&R  Block 

32.5 

295.3    (5) 

170.9 

(13) 

3.3 

30 

Huntington  Bcshs     ] 

18.8 

201.9  (33) 

2,033.7 

(26) 

5.7 

7 

GATX 

23.5 

250.6    (8) 

1,092.9 

(8) 

2.8 

31 

UJB  Financial     ] 

18.5 

191.2  (46) 

1,900.4 

(36) 

6.4 

8 

Household  Intl 

18.3 

266.4    (7) 

1,997.2 

(5) 

13.1 

32 

Old  Kent  Financial     ] 

18.4 

186.1  (56) 

1,752.3 

(61) 

4.6 

9 

Beneficial  Corp 

17.3 

225.5  (10) 

1,134.0 

(7) 

7.0 

32 

Sovran  Financial 

8.4 

181.6  (62) 

1,742.3 

(65) 

14.6 

10 

Primerica 

14.1 

277.8    (6) 

875.9 

(9) 

20.5 

32 

Union  Bank     ] 

18.4 

218.0  (22) 

2,031.1 

(27) 

7.6 

11 

American  Express 

11.1 

241.1    (9) 

1,259.9 

(6) 

103.9 

35 

Society 

18.3 

189.7  (48) 

1,815.4 

(52) 

6.0 

12 

Landmark  Land 

-0.1 

123.0(13) 

653.9 

(11) 

4.5 

36 

Security  Pacific 

18.1 

245.1  (11) 

2,053.3 

(25) 

40.9 

13 

DCNY  Corp 

-4.4 

654.7    (4) 

9,019.3 

(3) 

0.4 

37 

National  City     1 

8.0 

174.1  (74) 

1,570.6 

(87) 

14.6 

Industry  medians 

23.5 

266.4 

1,134.0 

38 

First  Bncp  Ohio     1 

7.5 

148.8  (97) 

1,509.4 

(93) 

2.2 

FINANCL\L  SERVICES-MULTINATIONAL  BANKS 

39 

Liberty  National     ] 

7.3 

183.7  (59) 

1,839.5 

(48) 

1.9 

1 

Continental  Bank 

21.7 

471.5    (3) 

4,350.6 

(2) 

6.8 

40 

Central  Bancshares     1 

7.2 

195.2  (42) 

1,855.0 

(45) 

2.4 

40 

SouthTrust     1 

7.2 

180.2  (65) 

1,833.1 

(49) 

4.2 

2 

First  Chicago 

21.0 

324.3    (8) 

2,799.3 

(5) 

17.1 

42 

Crestar  Financial 

7.1 

193.5  (45) 

1,865.5 

(43) 

6.1 

3 

BankAmerica 

15.1 

209.9(10) 

1,820.3 

(10) 

54.3 

42 

Riggs  National 

7.1 

300.9    (5) 

3,177.6 

(2) 

2.3 

4 

Citicorp 

5.5 

419.6    (4) 

2,548.5 

(7) 

90.5 

44  Dominion  Bankshares 

6.9 

190.0  (47) 

1,815.5 

(51) 

5.6 

5 

Bank  of  Boston 

3.7 

357.4    (6) 

2,045.8 

(9) 

19.2 

45 

SunTrust  Banks     1 

6.8 

164.3  (86) 

1,547.7 

(90) 

20.1 

6 

Chase  Manhattan 

-16.0 

334.3    (7) 

2,581.6 

(6) 

41.6 

46 

NCNB     1 

6.6 

227.9(17) 

2,451.3 

(9) 

27.0 

7 

Chemical  Banking 

-17.1 

291.9    (9) 

2,537.5 

18) 

28.2 

47 

First  City  Bncp  Texas     ] 

6.5 

214.7(27) 

2,072.9 

(24) 

6.8 

8 

Mfrs  Hanover 

-27.3 

384.9    (5) 

2,804.6 

(4) 

21.6 

48 

Central  Fidelity  Bks     1 

6.2 

159.7  (90) 

1,587.4 

(84) 

3.4 

9 

Bankers  Trust  NY 

-75.4 

558.7    (2) 

4,284.4 

(3) 

13.0 

10 

JP  Morgan  &  Co 

-86.2 

703.0    (1) 

6,017.2 

(1) 

14.8 

48 

Commerce  Bcshs     1 

6.2 

156.3  (94) 

1,603.6 

(80) 

3.6 

Industry  medians 

-6.2 

371.2 

2,690.5 

48 

FirsTier  Financial     1 

6.2 

195.6  (40) 

2,099.4 

(20) 

1.3 

48 

Star  Banc     1 

6.2 

177.9(68) 

1,663.7 

(73) 

3.6 

FINANCLVL  SERVICES-REGIONAL  BANKS 

52 

Baltimore  Bancorp 

5.9 

309.3    (4) 

3,170.1 

(3) 

1.1 

1 

Citizens  First  Bncp 

38.1 

404.0    (2) 

3,150.7 

(4) 

1.0 

52 

First  Alabama  Bcshs 

15.9 

144.2  (102) 

1,409.6(100) 

3.9 

2 

Wilmington  Trust 

31.6 

201.7  (34) 

1,971.6 

32) 

1.9 

54 

Bank  South 

15.8 

186.5    (54) 

1,686.8 

(71) 

3.0 

3 

Wells  Fargo 

30.7 

288.2    (6) 

2,486.6 

(8) 

19.6 

55 

US  Bancorp 

15.6 

172.5    (78) 

1,750.9 

(62) 

9.7 

4 

Michigan  National 

28.2 

199.4  (36) 

1,807.9 

54) 

6.4 

56 

Citizens  &  Southern 

15.5 

159.6    (91) 

1,520.2 

(92) 

15.3 

5 

Fifth  Third  Bancorp 

28.1 

199.4  (36) 

1,853.4 

46) 

3.9 

57 

First  of  America  Bank 

15.4 

164.1     (88) 

1,608.3 

(79) 

8.0 

5 

Summit  Bancorp 

28.1 

228.6(16) 

2,081.6 

22) 

1.9 

58 

BB&T  Financial 

15.3 

176.3    (71) 

1,657.3 

(74) 

2.9 

7 

City  National 

27.0 

217.2  (23) 

2,145.6 

19) 

2.2 

58 

First  Virginia  Banks 

15.3 

121.1  (112) 

1,161.1(111) 

4.4 

8 

Dauphin  Deposit 

26.5 

196.7  (39) 

1,945.5 

34) 

1.7 

60 

Boatmen's  Bancshares 

5.2 

173.3    (76) 

1,707.5 

(70) 

8.5 

9 

First  Hawaiian 

25.6 

211.3(28) 

2,265.8 

13) 

2.2 

60 

South  Carolina  Natl 

5.2 

168.8    (83) 

1,592.9 

(83) 

3.9 

10 

Mercantile  Bkshs 

24.9 

173.8  (75) 

1,613.7 

78) 

2.5 

62 

Norwest 

15.1 

186.6    (52) 

1,550.2 

(89) 

15.7 

11 

CoreStates  Financial 

23.7 

225.3  (18) 

2,010.1 

29) 

8.4 

63 

Marshall  &  Ilsley 

4.7 

134.5(108) 

1,228.5(109) 

5.8 

12 

Bancorp  Hawaii 

21.8 

207.5  (29) 

2,266.2 

12) 

3.7 

63 

Trustmark 

4.7 

161.3    (89) 

1,630.0 

(76) 

1.9 

13 

Hibemia 

21.7 

244.4(12) 

2,353.0 

11) 

2.8 

65 

Meridian  Bancorp 

4.4 

184.8    (58) 

1,878.9 

(38) 

6.3 

14 

Signet  Banking 

21.5 

239.2(14) 

2,174.7 

17) 

5.7 

66 

Barnett  Banks 

4.2 

167.9    (84) 

1,603.5 

(81) 

18.1 

15 

PNC  Financial 

21.3 

262.7    (9) 

2,582.5 

(7) 

17.7 

67 

Deposit  Guaranty 

4.1 

172.2    (79) 

1,674.1 

(72) 

2.2 

16 

NBD  Bancorp 

20.9 

205.5  (31) 

2,083.9 

21) 

12.4 

68 

State  Street  Boston 

3.9 

146.4(100) 

1,338.0(106) 

7.5 

17 

Sumitomo  Bank  Calif 

20.8 

267.5    (7) 

2,689.9 

(6) 

1.6 

69 

United  Missouri  Bcsh     1 

3.8 

140.8(103) 

1,477.0 

(96) 

2.7 

18 

Northern  Trust 

20.5 

223.2(19) 

1,985.1 

31) 

5.5 

70 

First  Union      1 

3.7 

176.7    (70) 

1,713.9 

(67) 

18.7 

19 

Fourth  Financial 

20.3 

179.3  (66) 

1,877.2 

39) 

1.7 

71 

Firstar     1 

3.1 

138.3  (106) 

1,288.8(107) 

6.7 

20 

Natl  Community  Bks 

20.2 

173.0(77) 

1,804.7 

55) 

2.2 

71 

KeyCorp      1 

3.1 

157.2    (93) 

1,480.4 

(94) 

10.4 

21 

Banc  One 

20.1 

182.5  (60) 

1,531.7 

91) 

1  '12 

73 

Merchants  National     ] 

3.0 

169.7    (82) 

1,755.3 

(60) 

3.2 

22 

MNC  Financial 

20.0 

246.0  (10) 

2,080.7 

23) 

12.3 

73 

Muhibank  Financial      1 

3.0 

263.6      (8) 

1,841.6 

(47) 

1.7 

23 

Fleet/Norstar  Finl 

19.8 

195.4(41) 

1,786.2 

56) 

18.7 

in 
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Rank 

Per  employee 

Company          Profits   Sales  (rank 

Konnv 

Employees 
(000) 

Assets  (rank) 

73 

Security  Bancorp 

13.0 

140.2(104 

1,239.2(108) 

2.2 

76 

AmSouth  Bancorp 

12.6 

178.0    (67 

1,713.1 

(68) 

5.0 

76 

Valley  Bancorp 

12.6 

133.7  (109 

1,339.8(105) 

2.4 

78 

First  Fidelity  Bncp 

11.6 

216.9    (24 

2,226.7 

(14) 

13.8 

79 

First  Commerce 

11.5 

186.4    (55 

1,903.5 

(35) 

2.4 

80 

Southern  Natl 

11.4 

148.8    (97 

1,401.9(103) 

2.1 

80 

West  One  Bancorp 

11.4 

146.0  (101 

1,478.5 

(95) 

2.9 

82 

Comerica 

11.3 

181.6    (62 

1,764.4 

(58) 

6.9 

83 

BayBanks 

11.1 

194.2    (44 

1,737.0 

(66) 

5.7 

83 

Puget  Sound  Bancorp 

11.1 

182.0    (61 

1,707.9 

(69) 

2.5 

85 

Banco  Popular  PR 

11.0 

123.7(111 

1,170.0(110) 

5.1 

85 

Equimark 

11.0 

220.4    (20 

1,875.2 

(40) 

2.0 

87 

Mellon  Bank 

10.8 

215.3    (26 

1,884.3 

(37) 

16.7 

88 

First  Security 

10.5 

147.2    (99 

1,404.8(102) 

4.1 

89  1 

Independence  Bancorp 

10.3 

186.8    (50 

1,860.6 

(44) 

1.5 

90 

First  Florida  Banks 

10.0 

139.9(105 

1,413.4 

(99) 

3.9 

91 

Southeast  Banking 

9.7 

206.2    (30 

1,996.8 

(30) 

8.3 

92 

BanPonce 

9.4 

148.9    (96 

1,405.8(101) 

2.2 

92 

Integra  Financial 

9.4 

188.2    (49 

1,778.2 

(57) 

3.8 

94 

Sunwest  Financial 

8.8 

136.0  (107 

1,355.4(104) 

2.3 

95 

First  Citizens  Bcshs 

7.4 

102.2(113 

1,005.4(113) 

3.7 

96 

First  Tennessee  Natl 

7.1 

174.6    (73 

1,575.7 

(85) 

4.1 

97 

Zions  Bancorporation 

6.9 

158.5    (92 

1,469.3 

(97) 

2.0 

98 

Republic  New  York 

6.6' 

702.8      (1 

6,952.5 

(1) 

3.7 

99 

United  Banks  of  Colo 

4.8 

170.2    (81 

1,629.3 

(77) 

3.7 

100 

Bank  of  New  York 

3.1 

336.7      (3 

2,992.7 

(5) 

16.3 

101 

Colorado  Natl  Bkshs 

1.7 

129.7(110 

1,145.1(112) 

2.7 

102 

Cullen/Frost  Bankers 

1.4 

186.6    (52 

1,869.4  (42) 

1.9 

103 

First  American  Corp 

1.1 

186.7    (51 

1,755.8 

(59) 

4.0 

104 

Northeast  Bancorp 

0.3 

197.5    (38 

1,810.0 

(53) 

1.9 

105 

First  Bank  System 

0.2 

234.4    (15 

1,951.8 

(33) 

10.7 

106 

Mercantile  Bancorp 

0.1 

172.0    (80 

1,602.9 

(82) 

4.3 

107 

First  Interstate  Bncp 

-A.2 

181.4    (64 

1,639.1 

(75) 

36.0 

108 

Union  Planters 

-8.6 

167.5    (85 

1,553.2 

(88) 

2.6 

109 

Shawmut  National 

-10.0 

176.0    (72 

2,172.1 

(18) 

12.9 

110 

Valley  National 

-20.4 

164.2    (87 

1,438.1 

(98) 

7.3 

111 

Premier  Bancorp 

-39.3 

155.7    (95 

1,573.0 

(86) 

2.7 

112 

Whitney  Holding 

-47.2 

185.6    (57 

2,176.6 

(16) 

1.3 

113 

Bank  of  New  England 

-65.3 

203.9    (32 

1,745.2 

(64) 

17.1 

Industry  medians 

15.4 

185.6 

1,778.2 

FINANCIAL  SERVICES-THRIFT  INSTITUTIONS 

1 

Golden  West  Finl 

55.6 

683.7    (5) 

6,875.9 

(4) 

2.8 

2 

Bay  View  Capital 

44.7 

802.6    (2) 

7,849.7 

(3) 

0.4 

3 

Society  for  Savings 

36.5 

426.0(19) 

3,505.7 

(28) 

1.3 

4 

HomeFed 

24.7 

404.7  (23) 

3,791.4 

(24) 

4.7 

5 

Standard  Fedl  Bank 

21.7 

462.5  (14) 

4,589.7 

(11) 

2.1 

6 

HF  Ahmanson 

17.3 

390.5  (24) 

3,988.9 

(20) 

11.2 

7 

Greater  NY  Savings 

17.1 

416.2  (21) 

4,348.9 

(13) 

0.7 

8 

•    GlenFed 

16.1 

379.5  (26) 

3,508.2 

(27) 

7.2 

9 

Apple  Bancorp 

15.2 

259.3  (43) 

2,768.7 

(41) 

1.4 

Ranli 

Per  employee 

:            Company           Profits   Sales  (rank' 

ltnnn\ 

Employees 
(000) 

Assets  ( 

rank) 

10 

CalFed 

13.6 

510.1 

10) 

4,311.2 

16) 

6.1 

11  Rochester  Community 

12.9 

282.8 

41) 

2,556.0 

43) 

1.6 

12 

Great  Lakes  Bancorp 

12.6 

352.4 

29) 

3,105.8 

36) 

1.1 

13 

Citizens  Savings 

12.5 

411.1 

22) 

4,106.3 

17) 

1.0 

14 

People's  Bank 

12.3 

267.9 

42) 

2,671.1 

42) 

2.6 

15 

St  Paul  Bancorp 

11.1 

334.8 

32) 

3,498.9 

29) 

1.0 

16  Talman  Home  Federal 

10.8 

304.1 

38) 

3,245.8 

33) 

1.9 

17 

Citadel  Holding 

9.9 

586.7 

(7) 

6,073.9 

(7) 

0.8 

17 

Washington  Mutual 

9.9 

331.0 

34) 

3,307.0 

32) 

2.0 

19 

Gt  Western  Financial 

7.9 

301.1 

39) 

2,927.3 

39) 

12.7 

20 

FirstFed  Michigan 

6.1 

666.5 

(6) 

6,622.7 

(5) 

1.7 

21 

TCF  Financial 

4.8 

232.3 

44) 

2,024.7 

47) 

2.3 

22 

Perpetual  Financial 

2.7 

382.0 

25) 

3,491.8 

30) 

1.7 

23 

Downey  S&L  Assn 

2.5 

350.0 

30) 

3,743.1 

25) 

1.1 

24 

American  Savings 

1.8 

333.4 

33) 

3,444.9 

31) 

1.3 

25 

Northeast  Savings  FA 

0.3 

506.8 

11) 

3,972.0 

21) 

1.4 

26 

Old  Stone 

-8.6 

211.0 

46) 

1,756.6 

48) 

2.4 

27 

SFFed  Corp 

-10.1 

488.0 

13) 

3,955.5 

22) 

0.9 

28 

American  Capital 

-10.8 

326.9 

35) 

3,047.8 

37) 

2.0 

29 

Fortune  Financial 

-11.2 

376.1 

27) 

3,825.4 

23) 

0.8 

30 

FarWest  Financial 

-15.0 

750.1 

(3) 

6,391.4 

(6) 

0.7 

31 

Meritor  Saviugs  Bank 

-17.1 

367.6 

28) 

3,515.0 

26) 

3.6 

32 

Anchor  Savings  Bank 

-17.2 

306.5 

36) 

3,244.4 

34) 

2.8 

33 

Enstar  Group 

-25.1 

109.8 

49) 

932.4 

49) 

6.0 

34 

Homestead  Financial 

-26.4 

506.2 

12) 

4,053.9 

18) 

0.7 

35 

Howard  Savings  Bank 

-27.4 

210.3 

47) 

2,106.7 

46) 

2.4 

36 

Dime  Savings  Bank 

^3.3 

426.3 

18) 

4,315.6 

15) 

2.7 

37 

Coast  Savings  Finl 

-34.4 

571.9 

(8) 

5,215.1 

(9) 

2.2 

37 

Great  American  Bank 

-34.4 

441.9 

16) 

4,457.7 

12) 

3.6 

39 

Commercial  Federal 

-34.9 

455.8 

15) 

4,697.4 

10) 

1.3 

40 

Finl  Cp  Santa  Barbara 

-35.0 

536.3 

(9) 

5,527.9 

(8) 

0.9 

41 

Farm  &  Home  Finl 

-38.5 

432.3 

17) 

4,333.1 

14) 

0.7 

42 

Florida  Federal 

-46.4 

288.9 

40) 

2,999.1 

38) 

1.6 

43  CrossLand  Savings  FSB 

-54.7 

424.3 

20) 

4,025.8 

19) 

3.5 

44 

Goldome 

-61.5 

335.2 

31) 

3,160.5 

35) 

4.1 

45 

Western  Capital  Inv 

-64.0 

210.0 

48) 

2,238.6 

44) 

1.5 

46 

Valley  Federal  S&L 

-65.9 

305.9 

37) 

2,866.6 

40) 

1.1 

47 

AmeriFirst  Bank 

-70.0 

219.2 

45) 

2,147.8 

45) 

1.9 

48 

Seamen's- 

•397.8 

688.9 

(4) 

9,581.5 

(2) 

0.4 

49 

Columbia  S&L  Assn-656.7  1,457.8 

(1) 

13,549.9 

(1) 

0.9 

Industry  medians 

0.3 

382.0 

3,743.1 

FOOD,  DRINK  &  TOBACCO-BEVERAGES 

1 

Coca-Cola 

86.8 

451.3 

(1) 

416.9 

(1) 

19.9 

2 

Anheuser-Busch  Cos 

18.5 

228.0 

(2) 

217.1 

(3) 

41.6 

3 

Brown-Forman 

14.0 

178.1 

(4) 

177.0 

(4) 

5.6 

4 

PepsiCo 

3.6 

60.8 

(6) 

60.4 

(6) 

250.5 

5 

Coca-Cola  Enterprises 

3.4 

184.9 

(3) 

225.3 

(2) 

21.0 

6 

Adolph  Coors 

1.2 

167.2 

(5) 

145.1 

(5) 

10.6 

Industry  medians 

8.8 

181.5 

197.1 
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The  Forbes  500s— Jobs  aiwli^oduetivity 


mm 


Rank 


-Per  employee  ($000>- 


Company  Profits   Sales  (rank)    Assets  (rank) 


Employees 
(000) 


FOOD,  DRINK  &.  TOBACCO-FOOD  DISTRIBUTORS 
1       Super  Food  Services       7.7     816.1     (1)       138.0     (1) 


Sysco       6.4    391.4    (3)       107.3     (3) 


Super  Valu  Stores       3.8     292.1     (5)         71.1     (5) 


Fleming  Cos       3.4     508.2    (2)        113.5     (2) 


Wetterau       3.3    370.4    (4)         74.7     (4) 


Nash  Finch       1.2     208.7    (6)         35.7     (6) 


Marriott       0.8      32.8     (7)         29.3 


TW  Holdings     -0.5      30.3     (8]         31.5     (7) 


Industry  medians       3.4     331.3 


72.9 


FOOD,  DRINK  &  TOBACCO-FOOD  PROCESSORS 


1 


Archer  Daniels     48.6     780.5     (1) 


530.2     (1) 


Kellogg     24.3     267.9    (4)       195.2     (3) 


WmWrigleyJr     18.9     176.5(10)         88.6(15) 


4      Pioneer  Hi-Bred  Intl     18.1     204.9 


McCormick&Co     17.9     165.0 


Hershey  Foods     14.3     202.6 


HJ  Heinz     12.9     160.2 


CPC  International     10.0     155.4 


GeoAHormel       8.9    301.3 


10 


Dean  Foods       8.4     244.3 


11 


Whitman       7.7     161.8 


12 


Gerber  Products       6.3       77.2 


12 


Quaker  Oats       6.3     181.9 


14 


Ralston  Purina       6.2     121.4 


15 


Sara  Lee       4.7     125.3 


16 


ConAgra       4.6     294.7 


17 


General  Mills       4.3       78.1 


18 


Intl  Multifoods       3.1     224.4 


19 


Tyson  Foods       3.0       86.1 


20 


Castle  &  Cooke       2.2      62.5 


21 


Chiquita  Brands       1.6       88.9 


22 


Campbell  Soup       0.7     115.7 


23 


Borden     -1.3     163.3  (12)       103.8 


(7)       267.5     (2) 


11)        114.4     (7) 


(8)        151.8     (4) 


14)        119.1     (6) 


15)        112.8     (8) 


(2) 


89.5 


(5) 


97.2 


13)       150.9 


22) 


48.6 


(9) 


99.2 


17) 


79.6 


16) 


77.1 


(3) 


110.0 


21) 


40.1 


(6) 


91.6 


20) 


76.0 


23) 


52.2 


19) 


37.5 


18) 


84.2 


14) 


12) 


(5) 


21) 


11! 


17) 


18) 


(9) 


22) 


13) 


19) 


20) 


23) 


16) 


10) 


Industry  medians       6.3     163.3 


97.2 


FOOD,  DRINK  &  TOBACCO-TOBACCO 


1 


USTInc     57.1     200.7     (3)        190.7     (4) 


Loews     35.3    432.8    (1)    1,263.9     (1) 


Philip  Morris  Cos     18.9    250.1     (2)       247.0     (2) 


American  Brands     13.1     151.2     (4)       237.1     (3) 


Universal       2.4     145.1     (5)         72.0     (5) 


Industry  medians     18.9     200.7 


237.1 


FOREST  PRODUCTS-PACKAGING 


1 


Temple-Inland     18.0     184.7    (2)       630.3     (1) 


Stone  Container     10.3     191.5     (1)       224.8     (2) 


3       Crown  Cork  &  Seal       6.9     139.8     (3)       121.2     (3) 


Sonoco  Products       6.9     110.7    (4)         66.5     (4) 


Industry  medians       8.6     162.3 


173.0 


2.1 


18.7 


37.7 


23.7 


14.0 


10.7 


229.8 


115.0 


9.9 


17.4 


5.6 


4.2 


7.6 


12.0 


37.6 


32.8 


8.0 


7.3 


24.6 


14.7 


31.5 


56.5 


93.8 


49.1 


79.1 


9.0 


34.1 


43.5 


43.0 


51.9 


46.5 


3.3 


25.7 


156.0 


48.1 


20.0 


11.5 


27.8 


13.7 


15.0 


Rank 

Per  employee 

Company          Profits  Sales  (rank) 

^000) 

Employees 
(000) 

Assets 

rank) 

FOREST  PRODUCTS-PAPER  &  LUMBER 

1 

Consolidated  Papers 

36.8 

208.7 

17) 

238.1 

(5) 

4.6 

2 

Federal  Paper  Board 

34.5 

220.2 

(4) 

316.4 

(3) 

6.0 

3 

Bowater 

28.3 

284.3 

(1) 

447.9 

(1) 

5.1 

4 

PH  Glatfeljer 

27.0 

174.0  (10) 

159.8 

(15) 

3.4 

5 

Willamette  Inds 

20.4 

202.4 

(8) 

171.6 

(13) 

9.3 

6 

Potlatch 

18.7 

168.0  (12) 

230.8 

(6) 

7.3 

7 

Union  Camp 

16.1 

148.6 

(16) 

184.0 

(11) 

18.6 

8 

Georgia-Pacific 

15.0 

231.2 

(2) 

160.4 

(14) 

44.0 

9 

Westvaco 

14.9 

155.8  (13) 

201.8 

(9) 

14.9 

10 

Louisiana-Pacific 

14.8 

154.6 

(14) 

156.3 

(16) 

13.0 

11 

International  Paper 

14.5 

191.2 

(9) 

194.7 

(10) 

59.5 

12 

Champion  Intl 

14.4 

172.1 

(11) 

251.0 

(4) 

30.0 

13 

Boise  Cascade 

13.6 

220.3 

(3) 

210.4 

(8) 

19.7 

14 

St  Joe  Paper 

12.1 

114.5  (17) 

230.8 

(6) 

5.6 

15 

Mead 

10.1 

215.5 

(6) 

175.2 

(12) 

21.4 

16 

Weyerhaeuser 

7.4 

219.2 

(5) 

346.6 

(2) 

46.1 

17 

James  River  Corp  Va 

6.0 

149.9 

(15) 

145.2 

(17) 

40.5 

Industry  medians 

14.9 

191.2 

201.8 

HEALTH-DRUGS 

1 

Merck 

45.0 

197.3 

(7) 

203.5 

(9) 

33.2 

2 

Eli  Lilly 

34.2 

152.1 

(9) 

213.0 

(7) 

27.5 

3 

ALZA  Corp 

29.0 

126.3  (16) 

445.1 

(3) 

0.6 

4 

Genentech 

25.0 

218.4 

(6) 

405.2 

(4) 

1.8 

5 

Abbott  Laboratories 

21.6 

135.0  (14) 

121.8 

(15) 

39.8 

5  American  Home  Prods 

21.6 

131.9  (15) 

111.1 

(16) 

51.1 

5 

Schering-Plough 

21.6 

144.5 

(10) 

165.4 

(11! 

21.9 

8 

Pfizer 

16.4 

136.7  (13) 

200.6 

(10) 

41.5 

9 

Bergen  Brunswig 

14.7 

,126.9 

(2) 

356.9 

(5) 

3.7 

10 

Bristol-Myers  Squibb 

13.9 

171.3 

(8) 

158.4 

(12) 

53.7 

11 

Warner-Lambert 

12.3 

125.2  (17) 

85.4 

(17) 

33.5 

12 

Marion  Merrell  Dow 

11.7 

273.1 

(5) 

468.3 

(2) 

3.9 

13 

Rorer  Group 

10.2 

139.7 

(12) 

211.8 

(8) 

8.5 

14 

Upjohn 

8.5 

141.1 

(11) 

157.6 

(13) 

20.6 

15 

Bindley  Western  Inds 

8.0  3,982.3 

(1) 

694.5 

(1) 

0.4 

16 

McKesson 

6.7 

481.2 

(3) 

152.9 

(14) 

15.8 

17 

National  Intergroup 

4.0 

460.0 

(4) 

259.7 

(6) 

6.5 

Industry  medians 

14.7 

152.1 

203.5 

HEALTH-HEALTH  CARE  SERVICES 

1 

Community  Psych 

13.8 

61.0 

(2) 

91.0 

(1! 

5.2 

2 

Humana 

5.5 

85.1 

(1) 

71.9 

(2) 

52.3 

3 

National  Medical 

2.2 

54.2 

(3) 

56.3 

(3) 

73.1 

4 

Beverly  Enterprises 

-I.O 

20.8 

(4) 

16.2 

(4) 

101.0 

Industry  medians 

3.9 

57.6 

64.1 

HEALTH-MEDICAL  SUPPLIES 

1 

St  Jude  Medical 

121.8 

354.0 

(11 

482.6 

(1) 

0.4 

2 

Medtronic 

17.1 

132.6 

(3) 

135.1 

(3) 

6.0 

3 

Becton  Dickinson 

10.8 

93.1 

(7) 

117.6 

(7) 

19.7 

4 

Bausch  &  Lomb 

10.2 

108.5 

(6) 

127.0 

(51 

11.3 

5 

Coming 

9.6 

90.7 

(8) 

124.9 

16) 

26.9 

FORBES,  APRIL  30,  1990 


Every  day  is  Earth  Day 
with  nuclear  energy 


Nuclear  energy  is  America's  second-leading 
source  of  electricity.  Every  day,  nuclear  energy 
generates  one-fifth  of  Annerica's  electricity- 
enough  to  light  over  half  the  homes  in  the  U.S. 


Nuclear  energy  helps  reduce  air  pollution. 

Evgry  day,  by  using  nuclear-generated  electricity 
Arhericans  help  reduce  airborne  pollutants  by  over 
19,000  tons. 


Nuclear  energy  doesn't  emit  greenhouse 
gases.  Because  nuclear  plants  generate  electricity 
cleanly,  every  day  nuclear  energy  helps  reduce 
greenhouse  gas  emissions  from  utilities  by  20%. 


.^'^^^ 


Nuclear  energy  helps  reduce  our  dependence 
on  foreign  oil.  Every  day,  nuclear  energy  helps 
cut  our  foreign  oil  use  by  over  850,000  barrels  and 
reduce  our  foreign  oil  payments  by  $16  million. 


For  more  complete  information  on  nuclear  energy,  send  for  this  free  booklet. 

Write  to:  U.S.  Council  for  Energy  Awareness 

P.O.  Box  66080,  Dept.  ED09,  Washington,  D.C.  20035 


1990  USCEA 


The  Forbes  SOOs^Jobs  and  Productivity 




Rank 

Per  employee 

Campany           Profits   Sales  (rank] 

(cnnni 

Employees 
(000) 

Assets 

(rank) 

6 

Hillgnbrand  Inds 

8.3 

126.5     (4) 

112.2 

(8) 

9.0 

7 

Baxter  International 

6.9 

114.7     (5| 

131.8 

(4) 

64.5 

8 

Henley  Group 

-16.4 

137.4     (2) 

300.6 

(2) 

11.4 

Industry  medians 

9.9 

120.6 

129.4 

INSURANCE-DIVERSIFIED                                                                                   | 

1 

General  Re 

252.4  1,168.8     |1) 

4,381.9 

ID 

2.4 

2 

Cincinnati  Financial 

67.3 

573.2     (2) 

1,501.2 

(7) 

1.7 

3 

American  Intl  Group 

42.6 

440.8     (5) 

1,437.5 

18) 

32.1 

4 

American  General 

34.9 

317.8  jll) 

2,410.7 

(2) 

13.3 

5 

Safeco 

34.5 

322.7  (10) 

1,066.4  (12) 

8.7 

6 

Kemper 

30.7 

277.4  (12) 

1,269.6 

(9) 

10.0 

7 

Aon 

26.6 

265.7  (13) 

1,046.4 

(13) 

8.8 

8 

Old  Republic  Intl 

20.9 

248.3  (14) 

660.1 

(14) 

4.7 

9 

Transamerica 

18.5 

380.7     (7) 

1,662.4 

(4) 

18.0 

10 

Lincoln  National 

16.9 

506.8     (3) 

1,572.3 

(5) 

15.9 

11 

Aetna  Life  &  Cas 

14.1 

434.2     (6) 

1,922.7 

(3) 

45.3 

12 

Marsh  &  McLennan 

12.7 

104.6  (15) 

87.7 

(16) 

23.2 

13 

Cigna 

11.7 

325.1     (9) 

1,200.1 

(10) 

48.1 

14 

Travelers 

11.5 

338.5     (8) 

1,528.7 

(6) 

37.0 

ISAlexandei  &  Alexander 

3.7 

77.3  (16) 

161.3 

(15) 

16.2 

16 

Reliance  Group 

2.4 

440.9     (4) 

1,142.9 

(11) 

9.1 

Industry  medians 

19.7 

331.8 

1,353.6 

INSURANCE-LIFE  &  HEALTH 

1 

Conseco 

94.4  1,318.0     (2) 

10,356.8 

(3) 

0.5 

2 

First  Capital  Holding 

70.7 

990.7     (4) 

9,626.1 

(4) 

1.0 

3 

First  Executive 

50.12,183.0     (1) 

18,299.7 

(1) 

1.0 

4 

Broad 

46.2 

995.6     (3) 

11,824.6 

(2) 

0.6 

5 

USLife 

39.0 

583.2     (6) 

2,107.1 

(8) 

2.1 

6 

UNUM 

38.2 

476.1     (9) 

2,105.9 

(9) 

4.1 

7 

Torchmark 

35.4 

273.5  (12) 

824.1 

(15) 

6.0 

8 

Capital  Holding 

34.5 

312.5  (11) 

1,871.3 

(12) 

8.0 

9 

Jefferson-Pilot 

31.0 

256.9  (15) 

1,020.4 

(13) 

4.4 

10 

Provident  Life  &  Ace 

27.9 

497.7     (7) 

2,235.3 

(7) 

5.3 

11 

American  Family 

24.8 

748.1     (5) 

1,999.2 

(11) 

3.3 

12 

NWNL 

18.1 

471.9  (10) 

2,801.7 

(6) 

3.0 

13 

American  Natl  Ins 

13.6 

135.5  (16) 

603.9 

(16) 

7.5 

14 

Washington  National 

3.2 

261.1  (14) 

934.6 

(14) 

3.1 

15 

Mcuarch  Capital 

-13.9 

264.7  (13) 

3,488.6 

(5) 

1.8 

16 

ICH 

-54.3 

476.3     (8) 

2,032.8 

(10) 

4.7 

Industry  medians 

32.8 

476.2 

2,106.5 

INSURANCE-PROPERTY  &  CASUALTY 

1 

Argonaut  Group 

94.3 

631.3     (1) 

2,238.8 

(1) 

0.9 

2 

20th  Century  Inds 

58.5 

453.3     (2) 

681.2 

(8) 

1.6 

3 

Chubb 

42.9 

410.5     (3) 

1,140.7 

(4) 

9.8 

4 

Geico 

31.6 

287.9    (8) 

509.8 

(10) 

6.7 

5 

St  Paul  Cos 

30.1 

286.1     (9) 

833.0 

(7) 

13.2 

6 

Hartford  Steam  Boiler 

22.9 

143.0  (14) 

234.5 

(15) 

3.4 

7 

Berkshire  Hathaway 

22.4 

124.2  (15) 

473.0 

(12) 

20.0 

8 

Ohio  Casualty 

18.3 

284.7  (10) 

567.9 

(9) 

5.5 

Per  employee  ($000)  Employees 

Rank  Company  Profits   Sales  (rank)    Assets  (rank)         (000) 


9        Hanovei  Insurance     14.3     279.5(11)       509.0(11) 


10 


Progressive     13.1     234.0  (12)       444.7  (13) 


11 


AmBase     10.2     375.1     (6)     1,391.3     (2) 


12 


USF&G       9.8     393.2     (4)     1,143.2     (3) 


13  Continental  Corp       9.7     383.5     (5)       899.6     (6) 


14 


ITT        7.8     169.9  (13)        385.6  (14) 


15       Fund  American  Cos       6.7     318.2     (7)     1,068.4     (5) 


Industry  medians     18.3     287.9 


681.2 


MATERL\LS-CEMENT  &  GYPSUM 


CalMat     25.2     215.7     (1)       260.9     (1) 


Lafarge     13.2     197.0    (2)       203.1     (2) 


USG 


2.0     154.3     (3)        112.8     (3) 


Industry  medians     13.2     197.0 


203.1 


MATERIALS-NONFERROUS  METALS 


Newmont  Mining     44.9     207.9     (7)        464.9     (2) 


Cyprus  Minerals     31.5     225.2    (4)       231.6     (5) 


Asarco     26.3     251.5     (2)       277.7     (4) 


Homestake  Mining     25.4     215.3     (6)       520.1     (1) 


Phelps  Dodge     22.2     224.6     (5)        208.4     (7) 


AMAX     18.0     194.6    (9)       209.5     (6) 


Reynolds  Metals     17.5     201.4     (8)        182.2     (9) 


Alcoa     15.8     182.4  (10)        193.0     (8) 


Maxxam      11.1     230.8     (3)       303.2     (3) 


10 


Engelhard     -9.4     293.0    (1)        163.4  (10) 


Industry  medians     20.1     220.0 


220.6 


MATERIALS-OTHER 


Vulcan  Materials     20.6     171.5     (1)        159.7     (1) 


Manville     10.9     120.9     (4)        142.2     (2) 


Owens-Corning       9.4     163.9    (2)        105.1     (3) 


Tyco  Laboratories       8.0     161.1     (3)        104.0     (4) 


5  Armstrong  World  Inds       7.3       98.1     (5)  79.4     (6) 


Masco       5.4       76.8     (6) 


88.8     (5) 


Industry  medians       8.7     141.0 


104.6 


MATERIALS-STEEL 


1         Allegheny  Ludlum     23.9     210.7     (4)        140.1     (8) 


2     Wheeling-Pittsburgh     20.3     181.1     (6)       234.7     (3) 


Armco     15.7     230.7     (3)       237.1     (2) 


Nucor      11.0     241.7     (2)        196.9     (4) 


Bethlehem  Steel       8.1     172.2     (7)        157.2     (6) 


LTV       6.9     165.7     (8)        165.0     (5) 


Inland  Steel  Inds       5.8     200.2    (5)        145.2     (7) 


Lone  Star  Tech  -78.9     250.5     (1)     1,484.3     (1) 


Industry  medians        9.6     205.5 


181.0 


RETAILING-APPAREL 


1 


Limited       5.8       77.7     (2)         40.4     (2) 


Gap       4.6       74.1     (4)         27.1     (6) 


Nordstrom       4.3     100.8     (I)         64.4     (1) 


Melville       4.0       76.7     (3)         30.8     (5) 


TfXCos       3.0       74.1     (4)         37.8     (4) 


5.8 


6.0 


9.4 


11.9 


15.9 


118.0 


11.0 


3.1 


7.6 


14.2 


2.8 


8.0 


2.1 


12.0 


20.0 


30.5 


59.8 


10.5 


8.2 


6.3 


18.1 


18.3 


13.0 


25.6 


41.0 


5.6 


6.3 


10.5 


5.3 


30.5 


38.4 


20.7 


2.4 


59.9 


21.4 


26.5 


98.5 


29.0 
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®  KtC ;  I  •  S  PAT  OFF  £  HERTZ  SYSTEM  INC  I'WO 

Hertz  rents  Fords  and  other  fine  cars. 


Hertz  #1  Club  Gold'  is  the  fastest, 

easiest  way  ever  to  rent  a  can 

No  paperwork.  No  stopping  at  counters, 

Nothing  to  slow  you  down. 

Herbz 

AMERICAS  tmEELS' 


The  Forbes  500s— Jobs  and^Productivity 


Rank 


Company 


Per  employee 

ProBts   Sales  (rank) 


($000) 

Assets  (rank) 


Employees 
(000) 


Petrie  Stores        1.4       55.9     (7)  39.0     (3) 


Brown  Group        1.2       62.8     (6)  24.6     (8) 


US  Shoe        1.1       54.2     (8)  26.0     (7) 


Industry  medians       3.5       74.1 


34.3 


RETAILING-DEPARTMENT  STORES 


1 


General  Cinema     37.7       79.3     (7)        118.4     (3) 


Mercantile  Stores       5.9     105.1     (4)         70.4     (5| 


3       Dillard  Dept  Stores       5.6     115.9    (2)         94.9     (4) 


Equitable  of  Iowa       5.0     143.2     (1)       703.7     (1) 


JC  Penney       4.1       83.0    (5)         65.5     (6) 


May  Dept  Stores       4.0       76.8     (8)         62.4     (7) 


Sears,  Roebuck       3.0     105.5     (3)        170.5     (2) 


8       Carter  Hawley  Hale       0.2       79.5     (6)         60.1     |8) 


Industry  medians       4.6       94.1 


82.7 


RETAILING-DRUG  &  DISCOUNT 


1         Longs  Drug  Stores       4.6     158.7     (1) 


42.6     (5) 


Wal-Mart  Stores       4.4     104.9     (5)         33.2     (9) 


Rite  Aid       3.6     108.6     (4)         53.1     (1) 


Walgreen       3.3     117.3     (2)         38.2     (6) 


Dayton  Hudson       2.9       95.1     (6)         46.6     (2) 


Kmart       0.9       82.8     (8)         36.5     (8) 


Rose's  Stores       0.4       71.8     (9)         23.6  (10) 


Ames  Dept  Stores       0.0       88.3     (7|         44.0     (4) 


22.5 


29.0 


46.0 


25.1 


22.0 


26.3 


4.1 


194.0 


125.0 


ilO.O 


36.0 


13.3 


247.0 


28.9 


47.4 


143.4 


360.0 


21.0 


60.0 


Rank 

Per  employee 

Company           Profits   Sales  (rank) 

«nnni 

Employees 
(000) 

Assets 

rank) 

8 

Hills  Dept  Stores 

0.0 

71.4  (10) 

44.6 

13) 

27.0 

10 

Fred  Meyer 

-0.3 

108.8     (3) 

38.0 

(7) 

21.0 

Industry  medians 

1.9 

100.0 

40.4 

RETAILING-SPECIALTY 

1 

Price  ^Co 

10.4 

436.1     (1) 

113.5 

12) 

11.8 

2 

Toys  "R"  Us 

9.0 

133.6     (9) 

85.8 

15) 

35.9 

3 

Circuit  City  Stores 

8.2 

222.5     (3) 

96.8 

(4) 

8.9 

4 

Tandy 

8.1 

114.2  (11) 

85.2 

16) 

37.5 

5 

Spiegel 

7.6 

175.5     (6) 

147.4 

(1) 

9.7 

6 

Home  Depot 

6.9 

169.8     (7) 

68.8 

(10) 

16.3 

7 

Sherwin-Williams 

6.5 

127.4  (10) 

82.5 

(8) 

16.7 

8 

Lowe's  Cos 

5.0 

176.4     (5) 

76.4 

(9) 

15.0 

9 

Blockbuster 

4.2 

38.0  (13) 

39.4 

(12) 

10.6 

10 

Costco  Wholesale 

3.9 

414.6    (2) 

99.2 

(3) 

7.9 

11 

Service  Merchandise 

3.6 

165.5     (8) 

83.3 

|7) 

20.0 

12 

Waban 

2.6 

182.8     (4) 

47.7 

(H) 

11.3 

13 

Woolworth 

2.5 

66.8  (12) 

29.6 

(13) 

132.0 

Industry  medians 

6.5 

169.8 

83.3 

RETAILING-SUPERMARKETS  &  CONVENIENCE 

1 

Weis  Markets 

6.0 

85.5  (14) 

45.2 

(6) 

14.5 

2 

Giant  Food 

4.3 

127.7     (5) 

42.5 

(8) 

25.5 

3 

McDonald's 

4.1 

34.5  (15) 

52.1 

(4) 

176.0 

4 

Albertson's 

3.7 

141.4     (3) 

35.5 

(10) 

52.5 

odoy's  Force  in  trucks,,, 


From  F-Series  to  award-winning  Cargo, 
Ford  is  building  Americas  best-selling  line 
of  medium  duty  trucks. 

The  Ford  WorkForce. 

Our  long-haul  aero  tractors. . . 
AeroMox,  long-nose  LTL,  cab-over  CL. . . 


are  the  fuel-savingest  big  Fords  ever  built. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 


^^^^■^^^^^^^^^^^^^^^H 

Per  employee 

Rank            Company           Profits   Sales  (rank) 

(cnnn^ 

Employees 
(000) 

Per  employee 

Rank            Company           Profits   Sales  (rank) 

cnruiU— 

Employees 
(000) 

Assets 

[rank) 

Assets  ( 

rank) 

4                        Food  Lion 

3.7 

123.7 

(8) 

33.6 

(12) 

38.1 

3       American  President 

2.4 

470.2 

(1) 

349.7 

(2) 

4.8 

6                           Bruno's 

3.0 

125.5 

(6) 

37.8 

(9) 

18.1 

4                 Ryder  System 

1.2 

116.2 

(3) 

135.9 

(3) 

43.7 

7             Hannaford  Bros 

2.8 

112.6 

(11) 

34.8 

(11) 

13.5 

5         Yellow  Freight  Sys 

0.6 

76.0 

(6) 

37.0 

(6) 

29.2 

8    Smith's  Food  &  Drug 

1.9 

125.1 

(7) 

52.6 

(3) 

13.8 

6       Consol  Freightways 

0.2 

99.1 

(4) 

63.0 

(4) 

38.0 

9              Great  A&P  Tea 

1.6 

121.2 

(10) 

31.2 

(13) 

92.0 

Industry  medians 

1.8 

107.7 

99.5 

9         Winn-Dixie  Stores 

1.6 

106.7 

(13) 

18.4 

(15) 

88.9 

TRAVEL-AIRLINES 

11            American  Stores 

0.7 

131.2 

(4) 

44.1 

(7) 

167.7 

1              Delta  Air  Lines 

8.3 

150.8 

(I) 

115.3 

(3) 

56.9 

12                            Kroger 

-0.1 

110.8 

(12) 

25.0 

(14) 

170.0 

2                                AMR 

6.5 

150.2 

(2) 

153.4 

(1) 

69.8 

13                          Circle  K 

-0.3 

144.0 

(2) 

76.1 

(1) 

25.9 

3                                 UAL 

4.8 

144.4 

(3) 

106.3 

(5) 

67.8 

14                       Vons  Cos 

-0.7 

149.2 

(1) 

47.3 

(5) 

35.0 

4              Federal  Express 

2.0 

116.4 

(6) 

88.6 

(7) 

58.1 

15                    Penn  Traffic 

-1.0 

122.7 

(9) 

54.9 

(2) 

22.0 

5                          Pittston 

0.3 

111.7 

(7) 

67.4 

(8) 

14.6 

Industry  medians 

1.9 

123.7 

42.5 

6                 USAir  Group 

-1.2 

123.4 

(5) 

119.8 

(2) 

50.7 

TRANSPORT-RAILROADS 

7                          Pan  Am 

-12.8 

135.2 

(4) 

91.1 

(6) 

26.3 

1          Norfolk  Southern 

18.2 

136.3 

(4) 

307.9 

(2) 

33.3 

8                       Texas  Air 

-13.0 

98.3 

(8) 

111.4 

(4) 

68.0 

2                 Union  Pacific 

12.4 

134.9 

(5) 

258.9 

(3) 

48.1 

Industry  medians 

1.2 

129.3 

108.9 

3                                CSX 

8.5 

145.9 

(2) 

231.6 

(5) 

53.1 

TRAVEL-HOTELS  &  GAMING 

4     Burlington  Northern 

7.4 

141.1 

(3) 

188.3 

(6) 

32.7 

1    Carnival  Cruise  Lines 

15.2 

89.9 

(1) 

173.9 

(1) 

12.8 

5          Consolidated  Rail 

4.7 

108.0 

(6) 

236.6 

(4) 

31.6 

2                 Circus  Circus 

8.2 

56.9 

(3) 

73.6 

(3) 

9.2 

6              Santa  Fe  Pacific 

-10.2 

156.1 

(1) 

346.5 

(1) 

19.1 

3                 Hilton  Hotels 

2.9 

24.8 

(4) 

57.6 

(4) 

38.5 

Industry  medians 

8.0 

138.7 

247.8 

4      Bally  Manufacturing 

0.8 

62.7 

(2) 

91.8 

(2) 

33.0 

TRANSPORT-TRUCKING  &  SHIPPING 

Industry'  medians 

5.6 

59.8 

82.7 

1    Alexander  &  Baldwin 

63.7 

194.9 

(2) 

358.3 

(1) 

3.2 

2          Roadway  Services 

2.9 

79.4 

(5) 

38.0 

(5) 

33.5 

..and  iomoirows. 
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Drag  coefficients  lower  than  ever.  And 
better  fuel  economy  than  today's  best  numbers. 

Ford  is  now  the  only  full-line  U.S. 
manufacturer  in  every  class  of  big  trucks. 

One  reason  why  we're  today's  Force 
in  trucks.  And  tomorrow's. 


The  Force 


in  trucks 


FORD. 


Ranking  The  Forbes  500s 


This  cross-reference  lists  all  783 
companies  that  show  up  on  at  least 
one  of  the  Forbes  500s  rosters. 


EVENTS  OF  THE  PAST  YEAR  have  Confirmed  the  soundness 
of  Forbes'  long-ago  decision  to  measure  corporations 
by  more  than  a  single  yardstick,  unlike  most  other 
corporate  rankings.  Case  in  point:  CenTrust  Bank,  v^hich 
with  over  $10  billion  in  assets  qualified  for  a  Forbes  Assets 
500  ranking  in  our  previous  directory  issue  (May  1,  1989).  But 
when  it  came  to  profits  ($7  million)  and  market  value  ($50 
million),  the  Florida-based  thrift  was  way  below  last  year's 
minimum  cutoffs.  Much  of  CenTrust's  store  of  assets  ap- 
peared to  be  nonperforming  loans.  In  February  CenTrust 
joined  the  growing  list  of  failed  savings  and  loans  in  the  hands 
of  the  government  bailout  agency. 

That's  why  we  have  to  measure  corporations  in  four  dimen- 
sions: revenues,  profits,  assets  and  market  value.  Failure  to 
make  more  than  one  Forbes  500  list  is,  of  course,  not  a  sign  of 
impending  bankruptcy.  But  it  does  reinforce  the  notion  that 
size  or  quality  can't  be  measured  by  a  single  statistic. 
Of  the  783  Forbes  500  corporations,  275  made  all  four  of  our 


lists.  These  are  the  true  corporate  elite.  This  year  for  the  first 
time  we  cull  this  elite  list  for  the  most  important  companies 
in  the  U.S. — our  Super  50  list  (see  page  223).  These  are 
companies  that,  measured  from  every  angle,  stand  out  in 
corporate  importance. 

This  year's  500s  include  72  companies  that  didn't  make 
any  of  the  lists  last  year.  Among  them:  Autodesk,  FlightSafe- 
ty  Inteniational,  Franklin  Resources  and  St.  Jude  Medical. 
These  4  also  appeared  on  our  list  of  the  200  best  small 
companies  in  the  U.S.  (Sov.  13,  1989).  Other  newcomers  are 
American  Greetings,  King  World  Productions  and  Security 
Bancorp. 

All  783  companies  appear  in  the  roster  of  employment  and 
productivity,  which  begins  on  page  268,  and  the  stock  market 
report,  which  starts  on  page  328.  Reports  on  the  500  largest 
firms  begin  on  the  following  pages:  Sales,  230;  Profits,  236; 
Assets,  248;  and  Market  Value,  258.  See  page  222  to  find  rules 
and  definitions  for  the  measurements. 


Company 

Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 
(Smil) 

Number 
employed 

(thou) 

Assets 

Market 
Sales            value 

Net 
profits 

321 

162                36 

43 

Abbott  Laboratories 

4,852 

5,3S0 

14,063 

859.8 

1,167.2 

39.8 

11 

24              105 

66 

Aetna  Life  &  Casualty 

87,099 

19,671 

5,431 

639.4 

777.4 

45.3 

32 

196              347 

250 

HF  Ahmanson 

44,652 

4,372 

1 ,683 

193.9 

315.9 

11.2 

412 

316              216 

233 

Air  Products  &  Chemicals 

3,521 

2,654 

2,725 

210.4 

498.0 

13.7 

■ 

111               165 

246 

Albertson's 

1,86.^ 

7,423 

3,6.^6 

196.6 

.^04. 7 

52.5 

■ 

202              422 

379 

Alco  Standard 

1,546 

4,207 

1,290 

110.3 

164.:^ 

16.9 

■ 

■                496 

■ 

Alexander  &  Alexander  Services 

2,605 

1,249 

1,046 

59.0 

135.4 

16.2 

■ 

■                413 

239 

Alexander  &  Baldwin 

1,139 

620 

1,337 

202.7 

256.7 

3,2 

■ 

■                  ■ 

328 

Allegheny  Ludlum 

785 

1,180 

916 

133.8 

154.8 

5.6 

347 

364             294 

248 

Allegheny  Power  System 

4,433 

2,2.58 

2,072 

194.9 

367.2 

5.9 

169 

52              il2 

88 

Allied-Signal 

10,132 

11,942 

5,203 

528.0 

952.0 

108.3 

■ 

■                283 

294 

Alltel 

2,379 

1,226 

2,121 

153.9 

319.1 

7.7 

144 

63               99 

34 

Aluminum  Co  of  America 

11,541 

10,910 

5,746 

944.9 

1,600.7 

59.8 

■ 

■               436 

■ 

ALZA  Corp 

288 

82 

1,241 

18.8 

22.8 

0.6 

364 

214              270 

137 

AMAX 

4,190 

3,892 

2,225 

,^604 

586.5 

20  0 

120 

235               ■ 

420 

AmBase 

13,078 

3,526 

242 

96.0 

96.0 

9.4 

■ 

385             360 

296 

Amdahl 

2,234 

2,101 

1,.593 

1.53.0 

277.8 

8.2 

237 

157              159 

96 

Amerada  Hess 

6,867 

5,589 

3,8a? 

476.3 

1,022.3 

8.7 

148 

115               89 

67 

American  Brands 

11,394 

7,265 

6, 1 .53 

6.i0.8 

836.8 

48.1 

269 

■                 ■ 

■ 

American  Capital 

6,035 

647 

7 

-21.6 

-10.8 

2.0 

■  Not  on  500  list 
1 
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-Where  they  rank:  1989- 
Market 
Sales          value 

Net 
profits 

Company 

Assets 
($mil) 

Sales 
($mil) 

Market 
value 
($mil) 

Net 
profits 
{$mil) 

Cash 
flow 
($mil) 

Number 

employed 

(thou) 

Assets 

316 

183 

120 

166 

American  Cyanamid 

4,971 

4,825 

4,932 

292.0 

525.3 

35.5 

108 

174 

95 

68 

American  Electric  Power 

14,746 

5,140 

5,903 

628.9 

1,126.2 

22.8 

4 

17 

41 

25 

American  Express 

130,855 

25,047 

11,234 

1,157.0 

1,157.0 

103.9 

252 

338 

447 

465 

American  Family 

6,515 

2,438 

1,199 

80.8 

80.8 

3.3 

45 

201 

175 

102 

American  General 

32,062 

4,227 

3,486 

464.0 

464.0 

13.3 

■ 

■ 

482 

■ 

American  Greetings 

1,146 

1,263 

1,082 

67.6 

109.6 

21.3 

285 

124 

32 

27 

American  Home  Products 

5,681 

6,747 

15,569 

1,102.2 

1,270.3 

51.1 

29 

38 

35 

21 

American  International  Group 

46,143 

14,150 

15,263 

1,367.5 

1,510.1 

32.1 

342 

■ 

■ 

411 

American  National  Insurance 

4,516 

1,013 

967 

101.4 

113.2 

7.5 

■ 

275 

456 

355 

American  Petrofina 

2,505 

3,036 

1,162 

119.1 

287.5 

3.6 

■ 

367 

■ 

■ 

American  President  Cos  Ltd 

1,661 

2,234 

492 

11.3 

118.4 

4.8 

348 

■ 

■ 

■ 

American  Savings  Bank  FSB 

4,430 

429 

27 

2.3 

10.9 

1.3 

221 

20 

279 

357 

American  Stores 

7,398 

22,004 

2,137 

118.1 

478.7 

167.7 

36 

10 

4 

7 

American  Telephone  &  Telegraph 

37,687 

36,112 

44,646 

2,697.0 

6,063.0 

294.1 

367 

■ 

■ 

■ 

AmeriFirst  Bank 

4,132 

422 

37 

-134.7 

-115.5 

1.9 

89 

67 

29 

24 

Ameritech 

19,833 

10,211 

16,247 

1,238.2 

3,034.8 

78.3 

153 

■ 

■ 

366 

Ameritrust 

11,233 

1,200 

728 

115.9 

144.4 

6.0 

■ 

166 

■ 

■ 

Ames  Department  Stores 

2,641 

5,295 

183 

0.2 

86.7 

60.0 

50 

18 

9 

15 

Amoco 

30,430 

23,966 

26,666 

1,610.0 

4,110.0 

53.5 

■ 

299 

102 

175 

AMP 

2,530 

2,797 

5,526 

280.9 

461.2 

24.3 

161 

65 

145 

104 

AMR 

10,700 

10,480 

4,043 

454.8 

1,067.5 

69.8 

195 

■ 

■ 

■ 

AmSouth  Bancorporation 

8,565 

890 

540 

63.2 

76.6 

5.0 

■ 

■ 

349 

■ 

Anadarko  Petroleum 

1,553 

361 

1,669 

48.0 

176.1 

0.7 

189 

■ 

■ 

■ 

Anchor  Savings  Bank  FSB 

8,938 

844 

30 

-47.5 

-18.0 

2.8 

188 

84 

44 

53 

Anheuser-Busch  Cos 

9,026 

9,481 

10,720 

767.2 

1,177.5 

41.6 

185 

353 

266 

214 

Aon 

9,156 

2,325 

2,258 

232.4 

288.6 

8.8 

388 

■ 

■ 

■ 

Apple  Bancorp 

3,840 

360 

148 

21.1 

27.2 

1.4 

489 

163 

109 

112 

Apple  Computer 

2,813 

5,372 

5,290 

438.4 

563.2 

12.7 

303 

100 

87 

95 

Archer  Daniels  Midland 

5,262 

7,745 

6,173 

482.3 

719.5 

9.9 

■ 

■ 

■ 

461 

Argonaut  Group 

1,937 

546 

660 

81.6 

107.1 

0.9 

385 

365 

301 

■ 

Arkla      - 

3,886 

2,246 

2,020 

-84.3 

62.9 

6.6 

344 

■ 

282 

Armco 

2,489 

2,423 

940 

165.0 

222.4 

10.5 

327 

397 

260 

Armstrong  World  Industries 

2,033 

2,513 

1,400 

187.6 

321.6 

25.6 

481 

■ 

■ 

Arvin  Industries 

1,130 

1,541 

305 

18.4 

72.1 

17.3 

370 

445 

215 

Asarco 

2,441 

2,211 

1,207 

231.2 

295.6 

8.8 

346 

99 

297 

■ 

Ashland  Oil 

4,468 

8,047 

2,064 

12.3 

296.5 

37.7 

■ 

■ 

464 

Atlantic  Energy 

1,864 

705 

815 

81.0 

139.4 

2.1 

79 

34 

19 

11 

Atlantic  Richfield 

22,261 

15,351 

18,739 

1,953.0 

3,864.0 

26.9 

■ 

451 

■ 

Autodesk 

194 

179 

1,176 

46.4 

54.3 

0.7 

447 

149 

247 

Automatic  Data  Processing 

1,668 

1,689 

3,906 

196.2 

313.8 

22.0 

438 

453 

444 

Avery  International 

1,142 

1,732 

1,172 

86.5 

136.8 

11.6 

425 

472 

■ 

Avnet 

1,129 

1,801 

1,101 

63.4 

92.6 

9.6 

253 

310 

■ 

Avon  Products 

2,098 

3,300 

1,972 

54.6 

122.5 

28.5 

351 

182 

431 

Baker  Hughes 

2,068 

2,341 

3,307 

92.6 

202.4 

21.0 

469 

389 

■ 

■ 

Bally  Manufacturing 

3,029 

2,069 

343 

25.8 

179.8 

33.0 

417 

■ 

■ 

■ 

Baltimore  Bancorp 

3,462 

338 

155 

17.3 

25.0 

1.1 

271 

39? 

250 

177 

Baltimore  Gas  &  Electric 

5,986 

2,004 

2,396 

276.3 

447.0 

9.0 

58 

261 

146 

142 

Banc  One 

26,552 

3,163 

3,960 

348.2 

409.9 

17.3 

■  Not  on  500  list. 
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Globe  Trotter 
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Ranking  1  he  Forlxei#OOs 

. 

^ 
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Assets 

-Wheie  they 
Sales 

rank-  19^9^ 

i                                 Company 

Asiets 
(Smil) 

Sales 
($mil) 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 
($mil) 

Number 

employed 

(thou) 

Market 
value 

Net 
profit. 

272 

■ 

■ 

■ 

Banco  Popular  de  Puerto  Rico 

5,973 

631 

388 

56.3 

70.6 

5.1 

204 

■ 

■ 

469 

Bancorp  Hawaii 

8,317 

762 

716 

79.9 

94.5 

3.7 

■ 

■ 

435 

484 

Bandag 

347 

525 

1,242 

75.9 

92.9 

2.4 

33 

120 

■ 

■ 

Bank  of  Boston 

39,178 

6v844 

1,033 

70.4 

146.7 

19.2 

54 

242 

■ 

■ 

Bank  of  New  England 

29,773 

3,478 

330 

-1,113.3 

-1,011.1 

17.1 

26 

161 

254 

■ 

Bank  of  New  York 

48,856 

5,497 

2,385 

50.7 

165.5 

16.3 

311 

■ 

■ 

■ 

Bank  South 

5,136 

568 

368 

48.0 

63.6 

3.0 

9 

56 

97 

45 

BankAmerica 

98,764 

11,389 

5,811 

820.0 

1,043.0 

54.3 

23 

116 

190 

■ 

Bankers  Trust  New  York 

55,658 

7,258 

3,159 

-979.9 

-891.9 

13.0 

462 

■ 

■ 

■ 

BanPonce 

3,066 

325 

275 

20.5 

27.6 

2.2 

56 

274 

326 

196 

Barnett  Banks 

29,007 

3,038 

1,830 

256.7 

351.7 

18.1 

■ 

■ 

341 

371 

Bausch  &  Lomb 

1,429 

1,220 

1,735 

114.4 

167.0 

11.3 

199 

112 

94 

108 

Baxter  International 

8,503 

7,399 

5,988 

446.0 

814.0 

64.5 

484 

■ 

■ 

■ 

Bay  View  Capital 

2,881 

295 

105 

16.4 

17.3 

0.4 

173 

■ 

■ 

■ 

BayBanks 

9,913 

1,108 

272 

63.1 

88.4 

5.7 

323 

■ 

■ 

■ 

BB&T  Financial 

4,808 

512 

383 

44.2 

50.0 

2.9 

38 

342 

471 

316 

Bear  Steams  Cos 

35,788 

2,427 

1,123 

139.8 

139.8 

6.0 

■ 

422 

261 

227 

Becton  Dickinson 

2,316 

1,834 

2,300 

213.7 

335.9 

19.7 

59 

55 

24 

31 

Bell  Atlantic 

26,220 

11,449 

18,072 

1,074.5 

3,494.4 

80.1 

52 

40 

12 

14 

BellSouth 

30,050 

13,996 

25,826 

1,695.0 

4,561.0 

100.8 

209 

473 

475 

348 

Beneficial  Corp 

7,938 

1,578 

1,095 

120.9 

165.9 

7.0 

■ 

205 

■ 

■ 

Bergen  Bnmswig 

1,318 

4,161 

837 

54.5 

65.2 

3.7 

180 

332 

58 

106 

Berkshire  Hathaway 

9,460 

2,484 

8,137 

447.5 

479.6 

20.0 

325 

167 

378 

204 

Bethlehem  Steel 

4,793 

5,251 

1,482 

245.7 

571.0 

30.5 

■ 

384 

■ 

■ 

Beverly  Enterprises 

1,639 

2,104 

257 

-104.2 

-31.6 

101.0 

■ 

■ 

403 

46 

BHC  Communications 

1,531 

247 

1,375 

810.8 

943.4 

0.8 

■ 

477 

■ 

■ 

Bindley  Western  Industries 

272 

1,561 

62 

3.1 

6.2 

0.4 

262 

229 

491 

■ 

Black  &  Decker 

6,176 

3,615 

1,053 

-11,5 

146.0 

28.2 

■ 

■ 

319 

391 

H&R  Block 

564 

975 

1,893 

107.2 

135.4 

3.3 

■ 

■ 

440 

■ 

Blockbuster  Entertainment 

417 

403 

1,221 

44.2 

120.6 

10.6 

HI 

494 

473 

337 

Boatmen's  Bancshares 

14,542 

1,476 

1,101 

129.2 

161.3 

8.5 

118 

21 

26 

64 

Boeing 

13,278 

20,276 

16,729 

675.0 

1,302.0 

159.2 

366 

197 

381 

185 

Boise  Cascade 

4,143 

4,338 

1,470 

267.6 

469.6 

19.7 

322 

103 

123 

■ 

Borden 

4,825 

7,593 

4,865 

-60.6 

125.5 

46.5 

485 

■ 

■ 

■ 

Boston  Edison 

2,878 

1,269 

718 

-16.1 

132.3 

4.6 

■ 

497 

■ 

313 

Bowater 

2,284 

1,450 

947 

144.6 

251.2 

5.1 

200 

85 

8 

54 

Bristol-Myers  Squibb 

8,497 

9,189 

27,449 

747.0 

943.0 

53.7 

222 

■ 

■ 

■ 

Broad 

7,390 

622 

290 

28.9 

28.9 

0.6 

■ 

■ 

317 

479 

Brown-Forman 

982 

989 

1,903 

77.7 

109.5 

5.6 

■ 

424 

■ 

■ 

Brown  Group 

713 

1,821 

435 

33.8 

61.8 

29.0 

450 

310 

110 

179 

Browning-Ferris  Industries 

3,117 

2,683 

5,266 

269.4 

536.3 

23.4 

■ 

360 

467 

■ 

Bruno's 

683 

2,271 

1,132 

.53.6 

88.6 

18.1 

■ 

296 

430 

■ 

Brunswick 

1,985 

2,826 

1,265 

-71.3 

88.5 

27.1 

263 

192 

212 

207 

Burlington  Northern 

6,148 

4,606 

2,768 

243.0 

552.7 

32.7 

265 

443 

96 

103 

Burlington  Resources 

6,098 

1,715 

5,858 

458.1 

719.5 

6.2 

■ 

421 

■ 

'  ■ 

Cabot 

1,496 

1,863 

816 

13.7 

ID6.4 

5.4 

60 

269 

■ 

457 

CalFed 

26,191 

3,099 

461 

82.4 

2.14.2 

6.1 

■  Not  on 

500  list. 
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A  natural  byproduct 

of  our  business  strategy 

has  been  steady 

consistent  dividend  growth. 
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In  an  industry  whose 
only  constant  is  change, 
ALLTEL  has  managed 
to  balance  the  company's 
need  for  growth  with 
our  shareholders'  natural 
desire  for  security. 
We've  done  this 
by  building  on  a  solid 
base  of  regulated 
telephone  operations 
and  expanding  into 
high-growth  areas  like 
cellular  telephones, 
distribution  and  long 
distance. 

As  a  result,  we've 
not  only  achieved  a 
place  on  the  prestigious 
Forbes  500,  but  we've  also  increased  our 
shareholders'  dividends  for  29  consecutive  years. 
It's  all  a  natural  byproduct  of  our  business  plan. 
And  we  invite  you  to  join  us  for  ,7hat  promises 
to  be  a  singularly  rewarding  journey. 


^CIUXCI 


CORPORATION 


For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  P.  O.  Box  2177  •  Little  Rock,  AR  72203 
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Company 
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(Smil) 

Sales 
($mil) 
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(Smil) 

Net 
profits 
(Smil) 
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flow 
($mil) 
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(thou) 

Assets 

Market 
value 

Net 
profits 

■ 

■ 

■ 

477 

CalMat 

809 

669 

846 

78.1 

121.4 

3.1 

351 

145 

79 

■ 

Campbell  Soup 

4,369 

6,003 

6,607 

37.1 

229.6 

51.9 

255 

181 

51 

94 

Capital  Cities/ ABC 

6,360 

4,957 

8,770 

485.7 

643.3 

19.8 

107 

330 

293 

178 

Capital  Holding 

14,970 

2,500 

2,076 

275.7 

300.4 

8.0 

■ 

■ 

214 

251 

Carnival  Cruise  Lines 

2,220 

1,148 

2,743 

193.6 

260.3 

12.8 

217 

333 

160 

131 

Carolina  Power  &  Light 

7,575 

2,481 

3,782 

376.1 

752.7 

8.6 

■ 

295 

■ 

■ 

Carter  Hawley  Hale  Stores 

2,164 

2,864 

216 

6.1 

58.0 

36.0 

■ 

307 

285 

424 

Castle  &  Cooke 

2,270 

2,718 

2,118 

94.9 

152.5 

43.5 

158 

60 

84 

92 

Caterpillar 

10,926 

11,126 

6,250 

497.0 

968.0 

60.8 

■ 

490 

■ 

■ 

CBI  Industries 

1,359 

1,495 

735 

34.3 

107.1 

12.0 

336 

283 

138 

163 

CBS 

4,638 

2,962 

4,157 

297.1 

360.7 

6.7 

■ 

■ 

438 

■ 

Cellular  Communications 

387 

84 

1,237 

-17.5 

-0.8 

0.6 

422 

■ 

215 

109 

Centel 

3,417 

1,188 

2,743 

443.8 

643.1 

12.9 

141 

357 

220 

187 

Centerior  Energy 

11,667 

2,302 

2,691 

266.9 

547.8 

9.1 

■ 

396 

■ 

■ 

Centex 

2,059 

2,019 

561 

59.5 

68.7 

4.5 

202 

323 

171 

158 

Central  &  South  West 

8,347 

2,549 

3,540 

306.0 

611.0 

8.5 

341 

■ 

■ 

■ 

Central  Bancshares  of  the  South 

4,519 

476 

298 

41.9 

53.4 

2.4 

301 

■ 

■ 

■ 

Central  Fidelity  Banks 

5,335 

537 

440 

54.4 

66.8 

3.4 

219 

171 

235 

113 

Champion  International 

7,531 

5,163 

2,556 

432.4 

711.4 

30.0 

8 

41 

194 

■ 

Chase  Manhattan 

107,369 

13,904 

3,114 

-665.0 

-374.0 

41.6 

16 

97 

299 

■ 

Chemical  Banking 

71,513 

8,227 

2,045 

-482.2 

-273.2 

28.2 

41 

15 

15 

200 

Chevron 

33,884 

29,443 

23,866 

251.0 

2,813.0 

54.3 

■ 

217 

■ 

■ 

Chiquita  Brands  International 

1,613 

3,823 

777 

67.8 

117.4 

43.0 

25 

12 

155 

138 

Chrysler 

51,038 

34,922 

3,848 

359.0 

1,700.0 

121.9 

154 

208 

142 

118 

Chubb 

11,179 

4,023 

4,117 

420.8 

445.2 

9.8 

21 

33 

151 

83 

Cigna 

57,779 

15,654 

3,891 

562.0 

562.0 

48.1 

■ 

■ 

365 

425 

Cincinnati  Bell 

1,381 

900 

1,565 

94.4 

205.4 

10.4 

■ 

■ 

444 

370 

Cincinnati  Financial 

2,552 

974 

1,209 

114.5 

121.5 

1.7 

391 

■ 

371 

210 

Cincinnati  Gas  &  Electric 

3,778 

1,438 

1,538 

239.7 

329.5 

4.9 

■ 

222 

■ 

■ 

Circle  K 

1,971 

3,731 

93 

-7.7 

106.3 

25.9 

■ 

403 

474 

496 

Circuit  City  Stores 

857 

1,969 

1,101 

72.4 

93.0 

8.9 

■ 

■ 

407 

485 

Circus  Circus  Enterprises 

675 

522 

1,360 

75.1 

107.9 

9.2 

315 

■ 

■ 

■ 

Citadel  Holding 

4,981 

481 

147 

8.1 

14.1 

0.8 

1 

9 

62 

89 

Citicorp 

230,643 

37,970 

7,875 

498.0 

1,243.0 

90.5 

76 

336 

354 

212 

Citizens  &  Southern 

23,313 

2,447 

1,628 

238.0 

292.1 

15.3 

458 

■ 

■ 

■ 

Citizens  First  Bancorp 

3,075 

394 

215 

37.2 

41.3 

1.0 

355 

■ 

■ 

■ 

Citizens  Savings  Financial 

4,299 

430 

33 

13.1 

20.9 

1.0 

■ 

■ 

343 

440 

Citizens  Utilities 

1,160 

339 

1,715 

88.7 

123.0 

1.7 

329 

■ 

■ 

■ 

City  National 

4,699 

476 

737 

59.1 

67.9 

2.2 

■ 

■ 

282 

334 

Clorox 

1,116 

1,379 

2,123 

130.2 

174.6 

5.1 

192 

284 

221 

155 

CMS  Energy 

8,614 

2,961 

2,689 

312.1 

586.5 

9.7 

152 

■ 

■ 

■ 

Coast  Savings  Financial 

11,244 

1,233 

131 

-74.2 

-603 

2.2 

190 

96 

189 

280 

Coastal  Corp 

8,773 

8,271 

3,177 

170.1 

439.4 

12.7 

205 

87 

14 

13 

Coca-Cola 

8,283 

8,966 

24,983 

1,723.8 

1,907.6 

19.9 

327 

215 

315 

■ 

Coca-Cola  Enterprises 

4,732 

3,882 

1,918 

71.7 

300.7 

21.0 

410 

180 

152 

176 

Colgate-Palmolive 

3,536 

5,039 

3,883 

280.0 

377.1 

24.4 

446 

■ 

■ 

■ 

Colorado  National  Bankshares 

3,146 

356 

172 

4.6 

16.5 

2.7 

277 

258 

287 

311 

Columbia  Gas  System 

5,«78 

3,204 

2,100 

145.8 

380.0 

108 

■  Not  on  500  list. 
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,  By  the  time 

hes  ready  to  retire,  he  cpuld  need 
more  than  $1  million. 


It's  never  too  soon  to  talk  to  Kemper 

The  good  news  is,  people  are  living  longer. 
The  bad  news  is,  it's  costing  a  lot  more  to  live. 

You've  got  to  make  the  right  investment  moves  now  if 
you  don't  want  to  be  shortchanged  on  retirement. 

That's  why  people  with  vision  come  to  Kemper. 

We  have  investments  to  fit  your  needs  before  and 

after  you  retire.  We  have  Mutual  Funds 

designed  for  growth,  income  or  both.  We  have 

Money  Market  Funds  designed  for  maximum  yield, 

maximum  safety,  or  tax-free  income. 

Annuities.  IRAs.  401(k)s.  Kemper  has  them.  And  they 

benefit  from  the  kind  of  management  that  only 

40  years  of  experience  could  produce. 

Take  the  first  step  now  toward  a  retirement 
that  lives  up  to  your  expectations.  Ask  your  financial 
representative  about  Kemper 
Financial  Services,  Inc. 
Or  call  us  toll-free  at 
1-800-621-1048  for 
prospectuses  containing  ti 
more  complete  information, 
including  management 
fees  and  expenses. 
Please  read  them  care- 
fiily  before  you  invest 
or  send  money 


Ask  your 

financial 

representative 

about  Kemper 

Retirement 

Fund. 


Kemper  A  concem  for  your  futurer 


KEMPER  FINANCIAL  SERVICES.  INC 


>FAMERICA 
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Luxury  fleets  can  afford. 


Mkkli'  up 

n 

I 

1 

■■•"^msmit'^ 


We  wanted  a  luxury  car 
ive  could  afford.  That's 
why  we  called  Chevrolet. 


IS  WINNING 


TM 


TODAY'S  FLEET  COMPANY  IS  CHEVROLET 


It  is  longer,  wider  and  roomier  than  the  Caprice  it  replaces,  and  a  generation  more 
aerodynamically  efficient.  Helping  make  it  the  most  spacious  Caprice  ever  built.  As 
well  as  the  quietest. 

It  has  V8  power  and  the  exceptional  ride  qualities  of  rear  drive  and 

separate  body-on-frame  construction.  Coui^ed  with 

.1       the  technical  sophistication  of  standard  Bosch  ABS 
^      4-wheel  anti-lock  brake  system  and  driver's-side 
g         Supplemental  Inflatable  Restraint  System  (air 
— -^       bag).  Available  luxuries  include  leather  seat- 
Yn\  y      ing  areas  and  electronic  keyless  entry.  Clearly 

j  the  time  had  come  for  a  new  Caprice.  And 

^y  when  you  see  its  affordable  price,  you'll  see  it 

^  could  only  have  come  from  Chevrolet. 

Call  Chevrolet  Fleet  Sales,  1-800-248-2897.  No  one 
has  a  car  like  our  new  1991  Caprice.  Absolutely  no  one. 
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5                                Company 
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flow 
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Market 
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Net 
profit 

125 

■ 

■ 

■ 

Columbia  Savings  &  Loan  Association 

12,710 

1,367 

27 

-591.1 

-591.1 

0.9 

■ 

■ 

357 

■ 

Comcast 

2,583 

563 

1,607 

-148.8 

-14.9 

6.0 

357 

434 

477 

382 

Comdisco 

4,293 

1,758 

1,091 

110.0 

762.0 

1.7 

134 

■ 

■ 

480 

Comerica 

12,149 

1,250 

766 

77.6 

100.4 

6.9 

281 

■ 

■ 

■ 

Commerce  Bancshares 

5,829 

568 

461 

59.0 

78.5 

3.6 

274 

■ 

■ 

■ 

Commercial  Federal 

5,947 

577 

20 

-44.1 

-23.3 

1.3 

87 

149 

67 

61 

Commonwealth  Edison 

20,519 

5,751 

7,442 

693.7 

1,656.4 

17.9 

■ 

■ 

■ 

500 

Community  Psychiatric  Centers 

475 

319 

1,013 

72.0 

82.3 

5.2 

■ 

293 

154 

147 

Compaq  Computer 

2,090 

2,876 

3,868 

333.3 

405.5 

7.8 

■ 

■ 

222 

310 

Computer  Associates  International 

1,376 

1,244 

2,676 

145.8 

255.4 

5.4 

■ 

499 

■ 

■ 

Computer  Sciences 

869 

1,443 

741 

58.4 

88.8 

18.9 

297 

37 

179 

218 

ConAgra 

5,403 

14,467 

3,363 

223.5 

339.1 

49.1 

309 

■ 

■ 

■ 

Conseco 

5,178 

659 

163 

47.2 

57.6 

0.5 

165 

160 

93 

70 

Consolidated  Edison 

10,350 

5,551 

5,989 

606.1 

931.0 

20.0 

■ 

221 

■ 

■ 

Consolidated  Freightways 

2,392 

3,760 

612 

8.6 

167.9 

38.0 

338 

298 

164 

265 

Consolidated  Natural  Gas 

4,601 

2,802 

3,652 

181.8 

456.9 

7.4 

■ 

■ 

328 

281 

Consolidated  Papers 

1,086 

953 

1,810 

167.9 

219.0 

4.6 

220 

247 

304 

304 

Consolidated  Rail 

7,471 

3,411 

2,005 

148.0 

4,30.0 

31.6 

280 

268 

137 

169 

Contel 

5,846 

3,114 

4,287 

287.0 

776.0 

22.4 

55 

260 

■ 

307 

Continental  Bank 

29,549 

3,203 

839 

147.3 

167.2 

6.8 

112 

140 

356 

295 

Continental  Corp 

14,259 

6,079 

1,608 

153.1 

201.9 

15.9 

■ 

286 

■ 

■ 

Control  Data 

1,861 

2,935 

786 

-680.4 

-529.2 

25.8 

241 

175 

132 

184 

Cooper  Industries 

6,745 

5,129 

4,444 

267.8 

456.7 

52.2 

■ 

432 

■ 

■ 

Adolph  Coors 

1,531 

1,764 

646 

13.1 

135.6 

10.6 

99 

419 

376 

242 

CoreStates  Financial 

16,849 

1,888 

1,492 

198.7 

253.5 

8.4 

426 

337 

136 

193 

Coming 

3,361 

2,439 

4,299 

259.4 

430.7 

26.9 

■ 

256 

437 

■ 

Costco  Wholesale 

779 

3,254 

1,238 

30.4 

37.8 

7.9 

398 

176 

117 

150 

CPC  International 

3,705 

5,103 

4,975 

327.5 

542.8 

32.8 

■ 

496 

■ 

■ 

Crane 

655 

1,456 

804 

55.9 

77.2 

10.8 

■ 

■ 

428 

438 

Cray  Research 

956 

785 

1,271 

89.0 

191.2 

5.0 

149 

■ 

■ 

400 

Crestar  Financial 

11,361 

1,178 

848 

103.8 

139.1 

6.1 

113 

493 

■ 

■ 

CrossLand  Savings  FSB 

14,102 

1,486 

29 

-191.7 

-156.5 

3.5 

■ 

413 

382 

426 

Crown  Cork  &  Seal 

1,655 

1,910 

1,467 

94.2 

156.0 

13.7 

132 

101 

178 

105 

CSX 

12,298 

7,745 

3,385 

452.0 

899.0 

53.1 

414 

■ 

■ 

■ 

Cullen/Frost  Bankers 

3,505 

350 

79 

2.7 

9.7 

1.9 

■ 

237 

■ 

■ 

Cummins  Engine 

2,031 

3,511 

476 

-6.1 

128.9 

25.6 

■ 

427 

■ 

201 

Cyprus  Minerals 

1,841 

1,790 

1,000 

250.1 

347.5 

8.0 

306 

172 

394 

330 

Dana 

5,225 

5,157 

1,417 

132.1 

301.0 

38.5 

432 

■ 

■ 

■ 

Dauphin  Deposit 

3,259 

329 

412 

44.4 

51.7 

1.7 

246 

42 

126 

125 

Dayton  Hudson 

6,684 

13,644 

4,793 

410.0 

725.0 

143.4 

386 

■ 

■ 

■ 

DCNY  Corp 

3,869 

281 

92 

-1.9 

0.7 

0.4 

■ 

429 

■ 

■ 

Dean  Foods 

710 

1,783 

819 

61.5 

96.1 

7.3 

177 

109 

107 

124 

Deere  &  Co 

9,587 

7,488 

5,404 

410.4 

607.0 

38.6 

■ 

■ 

■ 

435 

Delmarva  Power  &  Light 

2,029 

790 

914 

91.3 

173.3 

2.7 

249 

94 

163 

97 

Delta  Air  Lines 

6,554 

8,572 

3,719 

473.2 

902.4 

56.9 

■ 

■ 

234 

297 

Deluxe 

847 

1,316 

2,561 

152.6 

220.0 

16.R 

395 

■ 

■ 

■ 

Deposit  Guaranty 

3,745 

385 

213 

31.7 

42.3 

2.2 

■  Not  on 

500  list. 
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Canon  Introduces  Laser  Class.™ 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  with  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  Laser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer  without  the  fuzzy  edges 
reading 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 
Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  Laser  Class  FAX-L770.  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
calll-800-OK  CANON. 


The  only  thing 
not  built  into  our 
laser  facsimile  is 
obsolescence. 


LASER  CLASS 


F  A  X  -  L  7  7  0 
19S9  "Manufacturer  of  the  Kar" 


!c  Canon  USA  Inc  Iw  outstanoiraj  dtwt  suppo" 


trvo»  •«•/  xianoac  paynwns  min  tn»  Cmon  C<«*i  Card 
Aw  tor  IMIOIS  « (wwpalmg  Canon  (MMn  and  iMBWra. 
/W*.ialiwon>,«US      '.  1990  Canon  USA.  Iflc 
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Company 

Assets 
(Smil) 

Sales 

($mU) 

Market 
value 

(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thou) 

Assets 

cet          Net 
le          profits 

172 

259 

166 

114 

Detroit  Edison 

9,950 

3,203 

3,635 

426.0 

755.3 

10.4 

■ 

387 

■ 

■ 

Diamond  Shamrock 

1,027 

2,091 

587 

60.1 

101.9 

4.5 

151 

44 

46 

41 

Digital  Equipment 

11,255 

12,937 

9,505 

875.8 

1,620.2 

123.7 

■ 

273 

240 

303 

Dillard  Department  Stores 

2,496 

3:iD49 

2,518 

148.1 

233.8 

26.3 

142 

■ 

■ 

■ 

Dime  Savings  Bank  of  New  York  FSB 

11,652 

1,151 

177 

-89.8 

-73.1 

2.7 

236 

182 

33 

56 

Walt  Disney 

6,883 

4,839 

15,469 

729.4 

1,210.7 

43.0 

170 

■ 

■ 

427 

Dominion  Bankshares 

10,120 

1,059 

^17 

94.1 

126.2 

5.6 

155 

225 

131 

122 

Dominion  Resources 

11,034 

3,700 

4,452 

410.7 

878.9 

13.7 

■ 

267 

174 

220 

RR  Donnelley  &  Sons 

2,507 

3,122 

3,496 

221.9 

389.0 

26.1 

■ 

382 

247 

314 

Dover 

1,406 

2,120 

2,404 

144.0 

222.8 

20.2 

80 

29 

23 

8 

Dow  Chemical 

22,166 

17,600 

18,146 

2,487,0 

3,548.0 

58.8 

496 

448 

209 

154 

Dow  Jones 

2,688 

1,688 

2,837 

317.0 

475.3 

9.4 

373 

■ 

■ 

■ 

Downey  Savings  &  Loan  Assn 

4,099 

383 

236 

2.7 

9.4 

1.1 

494 

■ 

418 

325 

DPL 

2,694 

956 

1,319 

136.4 

198.0 

2.8 

382 

■ 

465 

374 

DQE 

3,921 

1,121 

1,138 

113.0 

263.4 

4.3 

472 

211 

180 

286 

Dresser  Industries 

3,008 

3,982 

3,347 

161.2 

253.5 

31.1 

■ 

■ 

379 

306 

Dreyfus 

926 

272 

1,481 

147.9 

152.0 

1.3 

40 

11 

11 

9 

EI  du  Pont  de  Nemours 

34,715 

35,099 

26,043 

2,480.0 

5,010.0 

143.4 

179 

228 

101 

81 

Duke  Power 

9,542 

3,639 

5,545 

571.6 

1,176.7 

19.5 

308 

198 

54 

78 

Dun  &  Bradstreet 

5,184 

4,322 

8,446 

586.4 

868.4 

70.5 

■ 

464 

■ 

453 

E-Systems 

852 

1,626 

924 

83.0 

121.5 

17.3 

75 

27 

39 

86 

Eastman  Kodak 

23,648 

18,398 

12,450 

529.0 

1,855.0 

141.5 

464 

226 

298 

217 

Eaton 

3,052 

3,671 

2,049 

224.9 

364.4 

38.3 

■ 

456 

463 

■ 

EG&G 

643 

1,650 

1,141 

69.9 

95.4 

28.0 

296 

117 

52 

76 

Emerson  Electric 

5,534 

6,998 

8,670 

593.1 

825.1 

72.6   ' 

■ 

348 

■ 

■ 

Engelhard 

1,340 

2,403 

817 

-77.5 

-8.7 

8.2 

186 

75 

225 

216 

Enron 

9,105 

9,836 

2,649 

226.1 

576.8 

6.5 

433 

305 

359 

490 

Enserch 

3,254 

2,742 

1,603 

73.4 

188.8 

11.4 

291 

■ 

■ 

■ 

Enstar  Group 

5,594 

659 

124 

-150.7 

-129.1 

6.0 

109 

223 

143 

■ 

Entergy 

14,715 

3,724 

4,080 

^72.6 

-66.6 

13.2 

389 

■ 

■ 

■ 

Equimark 

3,801 

447 

120 

22.4 

34.1 

2.0 

483 

■ 

■ 

■ 

Equitable  of  Iowa  Cos 

2,885 

587 

103 

20.6 

31.4 

4.1 

287 

340 

197 

223 

Ethyl 

5,632 

2,432 

2,999 

219.5 

301.2 

5.5 

14 

3 

2 

5 

Exxon 

83,219 

86,656 

57,676 

2,975.0 

7,977.0 

102.5 

456 

■ 

■ 

■ 

Farm  &  Home  Financial 

3,085 

308 

52 

-27.4 

-25.3 

0.7 

328 

■ 

■ 

■ 

FarWest  Financial 

4,730 

555 

18 

-11.1 

-5.5 

0.7 

310 

122 

206 

372 

Federal  Express 

5,152 

6,769 

2,920 

113.6 

566.3 

58.1 

6 

54 

59 

49 

Federal  National  Mortgage  Assn 

124,315 

11,557 

8,122 

807.3 

807.3 

2.5 

■ 

■ 

■ 

237 

Federal  Paper  Board 

1,882 

1,310 

954 

205.5 

275.3 

6.0 

229 

■ 

410 

388 

Fifth  Third  Bancorp 

7,143 

768 

1,350 

108.3 

119.4 

3.9 

326 

■ 

■ 

■ 

Financial  Corp  of  Santa  Barbara 

4,737 

460 

1 

-30.0 

^.8 

0.9 

295 

■ 

■ 

■ 

First  Alabama  Bancshares 

5,550 

568 

524 

62.6 

76.3 

3.9 

230 

■ 

■ 

■ 

First  American  Corp 

7,058 

751 

416 

4.2 

20.3 

4,0 

428 

■ 

■ 

■ 

First  Bancorporation  of  Ohio 

3,334 

329 

319 

38.6 

44.7 

2.2 

85 

329 

■ 

■ 

First  Bank  System 

20,820 

2,500 

848 

2.4 

51.4 

10.7 

181 

■ 

■ 

■ 

First  Capital  Holdings 

9,453 

973 

251 

69.5 

144.8 

1.0 

28 

159 

296 

139 

First  Chicago 

47,907 

5,551 

2,065 

358.7 

498.0 

17.1 

400 

■ 

■ 

■ 

First  Citizens  BancShares 

3,694 

375 

253 

27.1 

39.5 

3,7 

■  Not  on 

500  list. 
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Manhattan  skyline 


Consistent  service  quality  and  far-sighted  strategic 
thinking  are  the  foundations  of  Credit  Suisse's  inter- 
national success.  As  the  oldest  of  Switzerland's  three 
big  banks,  we  are  totally  committed  to  the  solid 
traditional  values  for  which  Swiss  banking  is  famous. 


But  our  activities  extend  far  beyond  Switzerland. 
Credit  Suisse,  in  partnership  with  CS  First  Boston  Inc., 
is  one  of  the  world's  premier  financial  services 
groups.  We  operate  effectively  in  every  market, 
offering  expert  service  with  a  global  horizon. 


We  do  more  to  keep  you 


A 


at  the  top. 


OS  New  York 
1940- 


CREDIT  SUISSE 
CS 


50th  anniversary 


Head  Office;  Zurich/Swilzerland:  Represented  in  all  majonnternalional  financial  centres.  In  ttie  USA  and  Canada:  New  York  •  Los  Angeles  Atlanta  ■  Calgary- Cfiicago  •  Houston   Miami  •  Montreal  ■ 

San  Francisco  •  Toronto  ■  Vancouver 


-Where  they 
Sales 

ranir-  1  Q8Q_ 

Company 

Assets 
(SmU) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
proHts 
(Smil) 

Cash 
flow 
(Smil) 

Nimiber 

employed 

(thou) 

Assets 

Market 
value 

Net 
profits 

114 

495 

■ 

376 

First  City  Bancorp  of  Texas 

14,081 

1,458 

618 

112.2 

135.1 

6.8 

332 

■ 

■ 

■ 

First  Commerce 

4,658 

456 

255 

28.2 

42.7 

2.4 

260 

■ 

■ 

■ 

First  Empire  State 

6,234 

628 

448 

50.7 

57.6 

2.6 

91 

358 

■ 

■ 

First  Executive 

19,178 

i,288 

245 

52.5 

52.5 

1.0 

49 

280 

441 

287 

First  Fidelity  Bancorp 

30,728 

2,993 

1,218 

159.5 

204.6 

13.8 

317 

■ 

■ 

■ 

First  Financial  Management 

4,941 

889 

644 

56.8 

105.1 

6.5 

293 

■ 

■ 

■ 

First  Florida  Banks 

5,565 

551 

357 

39.5 

64.8 

3.9 

314 

■ 

■ 

■ 

First  Hawaiian 

5,078 

473 

593 

57.4 

67.4 

2.2 

20 

128 

311 

■ 

First  Interstate  Bancorp 

59,051 

6,535 

1,966 

-151.9 

16.3 

36.0 

123 

■ 

■ 

345 

First  of  America  Bank 

12,793 

1,306 

772 

122.9 

154.7 

8.0 

2«2 

■ 

■ 

■ 

First  Security 

5,795 

607 

438 

43.1 

53.1 

4.1 

254 

■ 

■ 

■ 

First  Tennessee  National 

6,398 

709 

355 

28.8 

53.0 

4.1 

44 

251 

320 

197 

First  Union 

32,131 

3,313 

1,889 

256.2 

366.8 

18.7 

312 

■ 

■ 

■ 

First  Virginia  Banks 

5,124 

535 

568 

67.4 

78.3 

4.4 

73 

339 

226 

181 

First  Wachovia 

24,050 

2,433 

2,649 

269.0 

321.2 

13.7 

193 

■ 

■ 

441 

Firstar 

8,608 

923 

661 

87.2 

107.9 

6.7 

145 

■ 

■ 

■ 

FirstFed  Michigan 

11,490 

1,156 

145 

10.5 

21.2 

1.7 

498 

■ 

■ 

■ 

FirsTier  Financial 

2,660 

248 

208 

20.5 

20.5 

1.3 

42 

227 

259 

134 

Fleet/Norsur  Financial 

33,441 

3,658 

2,314 

371.3 

495.4 

18.7 

■ 

480 

■ 

■ 

Fleetwood  Enterprises 

736 

1,543 

527 

55.6 

69.2 

11.3 

495 

50 

■ 

468 

Fleming  Cos 

2,689 

12,045 

968 

80.1 

157.9 

23.7 

m- 

■ 

344 

■ 

FlightSafety  Intenutional 

525 

209 

1,702 

65.6 

92.2 

2.1 

334 

■ 

■ 

■ 

Florida  Federal  Savings  Bank 

4,655 

448 

3 

-72.1 

-64.5 

1.6 

337 

378 

314 

263 

Florida  Progress 

4,634 

2,129 

•    1,921 

187.1 

382.8 

7.7 

■ 

125 

176 

368 

Fluor 

2,154 

6,733 

3,435 

115.1 

204.3 

19.0 

488 

246 

434 

291 

FMC 

2,819 

3,415 

1,253 

156.7 

354.6 

24.2 

■ 

186 

170 

317 

Food  Lion 

1,282 

4,717 

3,543 

139.8 

204.8 

38.1 

3 

2 

17 

3 

Ford  Motor 

160,695 

96,146 

22,190 

3,835.0 

8,063.7 

366.6 

441 

■ 

■ 

■ 

Fortune  Financial  Group 

3,175 

312 

53 

-9.3 

^.0 

0.8 

438 

■ 

■ 

■ 

Fourth  Financial 

3,182 

304 

480 

34.4 

43.9 

1.7 

131 

134 

135 

123 

FPL  Group 

12,325 

6,180 

4,300 

410.4 

1,168.7 

19.0 

■ 

■ 

432 

458 

Franklin  Resources 

428 

263 

1,264 

82.4 

86.4 

1.9 

408 

405 

329 

301 

Freeport-McMoRan 

3,561 

1,958 

1,809 

149.9 

420.5 

6.5 

■ 

■ 

■ 

498 

Fruit  of  the  Loom 

1,874 

1,321 

794 

72.0 

148.9 

24.7 

138 

239 

470 

492 

Fund  American  Companies 

11,720 

3,490 

1,125 

73.3 

73.3 

11.0 

390 

236 

81 

128 

Gatmett 

3,783 

3,518 

6,439 

397.5 

587.6 

36.8 

■ 

472 

263 

418 

Gap 

579 

1,587 

2,285 

97.6 

141.4 

21.4 

463 

■ 

■ 

■ 

GATX 

3,060 

702 

630 

65.7 

162.7 

2.8 

419 

408 

272 

228 

Geico 

3,434 

1,939 

2,187 

213.1 

223.6 

6.7 

■ 

409 

■ 

234 

GenCorp 

1,270 

1,938 

405 

210.0 

282.0 

15.4 

■ 

■ 

277 

■ 

Genentech 

711 

383 

2,139 

44.0 

87,4 

1.8 

477 

400 

358 

33 

General  Cinema 

2,973 

1,991 

1,606 

947.5 

I,(X)0.2 

25  1 

250 

72 

366 

165 

General  Dynamics 

6,549 

10,043 

1,565 

293.1 

654.0 

102.5 

5 

5 

3 

2 

General  Electric 

128,344 

54,574 

57,193 

3,939.0 

6,195.0 

295.0 

■ 

■ 

■ 

416 

General  Instrument 

1,153 

1,355 

944 

97.9 

1946 

15,7 

442 

135 

98 

144 

General  Mills 

3,174 

6,180 

5,755 

341.7 

506.4 

79  1 

2 

1 

6 

1 

General  Motors 

172,899 

126,932 

31,307 

4,2243 

11,655  7 

775,1 

■  jNotor 

500  list 
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mlt  oufhusiness  to 
build  your  dreams. 

Over  the  years,  ITT  has  built  its  businesses  into 

leaders.  We  built  thern  ivith  one  thought  in  mind. 

To  take  care  of  your  needs. 


^ 


Building  people's 

dreams.  ^^ 


rrr  HARTFORD         rrr  EDUCATIONAL  SERVICES  ITTHNANCIAL     ITT  DEFENSE       ITT  FLUID  TECHNOLOGY 

FIT  AUTOMOTIVE     ITT  ELECTRONIC  COMPONTNTS     ITTSHERAFON     ITTRAYONIER    ALCATEL  NV 

©  1990  ITT  Corporation. 


Maleolm  Forbes: 

He  Practiced  What 

He  Preached 


By  Rand  V.  Araskog 

Chairman  and  Chief  Executive, 

ITT  Corporation 

The  loss  of  Malcolm 
Forbes  leaves  a  void  that 
will  not  easily  be  filled,  a 
void  not  only  in  the  lives  of  those 
who  knew  the  pleasure  of  his 
connpany,  but  also  in  the  public 
dialog.  In  an  age  increasingly 
dominated  by  large  faceless  in- 
stitutions pursuing  complicated 
strategies  for  unclear  purposes, 
Malcolm  Forbes  was  a  rarity. 
What  we  saw  was  what  we  got:  a 
strong-willed  executive  with  a 
flair  for  publicity  who  nonethe- 


less had  a  heart  much  bigger 
than  his  ego  and  an  appetite  for 
ideas  as  large  as  his  zest  for 
good  food  and  good  times. 

To  be  sure,  the  Malcolm 
Forbes  saga  was  no  Horatio  Al- 
ger story;  he  was  reared  in  luxury 
and  inherited  a  family  business. 
But  unlike  others  born  into  such 
circumstances,  he  did  not 
squander  his  patrimony  nor  did 


A  Series 

On  Excellence  And  Leadership 

Sponsored  By 


ijaturing  ^roininent  American 

leaders  w^o  have  ^r^hieved 

excellence  in  their  field. 


he  sell  it  at  the  first  opportunity. 
He  added  luster  both  to  the  fam- 
ily name  and  the  family  fortune. 
Many  once  flourishing  publica- 
tions have  gone  the  way  of  Look 
and  Collier's,  but  he  expanded 
the  magazine  his  father  created 
in  1917  into  a  publishing  power- 
house—whether measured  in 
circulation,  advertising  revenue, 
or  the  trepidation  with  which 
CEOs  awaited  stories  about  their 
companies. 

Malcolm  was  openly  proud 
of  his  success  in  building  Forbes 
magazine's  advertising  reve- 
nues from  about  $2  million  in  the 
early  1960s  to  more  than  $150 
million  today.  And  Malcolm  is 
probably  sitting  up  there  smiling 
over  the  fact  that  we  are  paying 
to  put  this  memorial  into  the 
magazine. 

While  he  was  an  engaging 
leader,  deserving  of  recognition 
in  this  ITT  leadership  series,  he 
was  first  and  foremost  an  astute 
executive  who  knew  his  products 
and  markets.  At  almost  the  same 
time  he  was  being  eulogized,  a 
new  edition  of  Forbes  was  rolling 
off  the  presses  in  Germany,  a  na- 
tion about  to  be  reunited  and  in- 
creasingly seen  not  only  on  the 
verge  of  its  own  economic  boom, 
but  also  as  the  gateway  to  the 
emerging  markets  in  Eastern 
Europe. 

At  Forbes  Malcolm  was  al- 
ways in  charge,  but  he  never  felt 
compelled  to  demonstrate  that 
to  others,  nor  did  he  try  to  man- 
age every  aspect  of  the  busi- 
ness. In  contrast  to  many  senior 
executives,  and  particularly 
those  whose  name  is  on  the 
building,  Malcolm  Forbes  long 
ago  arranged  for  an  orderly  suc- 
cession, leaving  the  name  intact. 

While  he  built  up  the  family 
business,  he  relished  the  good 


ADVERTISEMENT 


life.  He  understood  that  money 
was  to  be  used  for  goods  and 
good  works,  not  simply  to  be  ac- 
cumulated as  a  mark  of  distinc- 
tion. He  had  his  luxuries,  to  be 
sure,  but  he  had  his  charities  as 
well.  And  unlike  many  others,  he 
was  more  eager  to  publicize  his 
luxuries  than  his  philanthropies. 
We  knew  more  about  his  bal- 
loons and  motorcycles  than  we 
did  about  his  giving. 

Malcolm  was  an  avid  collec- 
tor, but  he  didn't  hoard  his  pos- 
sessions so  much  as  marshal 
them  to  share  with  us.  He  turned 
the  ground  floor  of  his  company 
offices  into  a  museum  of  which 
he  was  not  only  benefactor  but 
also  curator  and  number  one  fan. 

There  is  much  about  Mal- 
colm Forbes'  life  that  tells  us  how 
to  live:  As  many  have  noted,  he 
enjoyed  life,  he  lived  it  fully  and 
he  never  took  himself  or  others 
too  seriously.  His  life  offers  other 
lessons  for  business  leaders  as 
well.  While  many  American  lead- 
ers have  frequently  muted  their 
support  for  our  market-oriented 
economic  system,  Malcolm 
called  his  publication  the  Cap- 
italist Tool.  Never  one  to  put  too 
sharp  an  edge  on  ideological 
matters,  he  called  his  balloon 
that  as  well.  He  spoke  out  for 
free-market  economies  well  be- 
fore it  became  fashionable.  But 
he  also  called  on  the  carpet 
those  who  paid  lip  service  to 
market  forces  and  ran  to  Wash- 
ington for  help  when  the  market 
didn't  produce  the  results  they 
wanted. 

In  addition  to  Forbes,  Mal- 
colm Forbes  owned  Egg  and 
American  Heritage,  which  tells 
us  much  about  him.  Egg  is  con- 
cerned with  the  new  and  often 
ephemeral,  the  realm  in  which 
our  future  is  being  invented. 


American  Heritage  is  concerned 
with  the  past,  where  we  find  the 
anchor  that  keeps  our  society  on 
course.  Malcolm  Forbes  was 
very  involved  in  both  publica- 
tions. Although  many  of  his  views 
would  be  described  as  conser- 
vative, and  he  had  a  deep  re- 
spect for  enduring  ideas  and 
values,  at  the  same  time,  he  was 
quick  to  explore  new  ideas,  sift- 
ing and  winnowing  to  find  what 
had  merit. 


He  enjoyed  life, 

he  lived  it  fully, 

and  he  never 

took  himself 


or  others 


too  seriously. 

His  life  offers 

other  lessons  for 

business  leaders 

as  well. 


He  enjoyed  the  world  of 
ideas.  Despite  his  passion  for 
sharing  his  possessions,  he  liked 
talking  about  ideas  and  con- 
cepts, theories  and  philoso- 
phies. He  had  the  courage  of  his 
convictions,  never  tempering  his 
opinions  to  win  favor  in  any  quar- 
ter. He  knew  what  he  thought, 
and  he  was  quick  to  share  it  with 


us.  Malcolm  Forbes  did  not  suffer 
fools  gladly  but  he  was  patient  in 
explaining  what  he  saw  as  the 
error  of  our  ways,  albeit  with  a 
gentle  wit. 

Malcolm  had  an  abiding  af- 
fection for  the  nation  to  which  his 
father  had  emigrated,  and  he 
served  it  well.  He  joined  the  army 
in  World  War  II,  and  he  rose  from 
the  rank  of  private  to  staff  ser- 
geant before  being  wounded  in 
1944  and  spending  a  year  in  an 
army  hospital.  He  received  a 
Bronze  Star,  a  Purple  Heart  and  a 
Good  Conduct  Medal.  He  was, 
obviously,  a  good  and  coura- 
geous young  soldier 

Throughout  the  1950s,  he 
was  active  in  politics  in  New 
Jersey,  but  after  losing  a  bid  for 
governor  by  what  he  described 
once  as  "being  nosed  out  in  a 
landslide,"  he  returned  to 
publishing,  bringing  with  him  his 
trademark  enthusiasm  as  well 
as  skill. 

Malcolm  Forbes  built  an  en- 
terprise that  has  generated  jobs 
and  income  for  substantial  num- 
bers of  people.  As  a  publisher, 
he  disseminated  and  distilled 
ideas  about  economic  and  politi- 
cal life.  And  in  his  personal  life, 
he  left  a  trail  of  friendships  and 
fond  memories.  He  was  always 
eager  to  help  those  he  knew  and 
those  he  didn't.  Through  it  all  he 
kept  life  and  himself  in  perspec- 
tive. The  gravity  of  any  situation 
would  immediately  be  lightened 
as  his  sly  smile  emerged  to  indi- 
cate that  just  maybe  things 
weren't  as  serious  as  others  were 
suggesting.  He  was  an  eternal 
optimist  and  we  miss  him.  ■ 


r^^^^  /^. 


Rand  V.  Araskog 

Chairman  and  Chief  Executive 

ITT  Corporation 
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Ranking  jfhe  Forbes  500$ 

-Where  they  tai 
Sales 

lie-  1989— 

Company 

Assets 
(Smil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
(SmU) 

Cash 
flow 
(SmU) 

Number 

employed 

(thou) 

Assets 

Market 
value 

Net 
profits 

245 

289 

242 

174 

General  Public  Utilities 

6,688 

2,911 

2,444 

282.5 

632.2 

13.2 

164 

302 

69 

74 

General  Re 

10,390 

2,771 

7,398 

598.5 

599.4 

2.4 

■ 

412 

■ 

473 

General  Signal 

1,324 

1,918 

1,029 

78.5 

141.6 

19.2 

■ 

262 

204 

241 

Genuine  Parts 

1,292 

3,161 

2,944 

199.5 

224.1 

15.6 

■ 

■ 

488 

253 

Georgia  Gulf 

473 

1,104 

1,063 

192.0 

210.7 

1.4 

231 

68 

156 

65 

Georgia-Pacific 

7,056 

10,171 

3,846 

661.0 

1,175.0 

44.0 

■ 

■ 

364 

430 

Gerber  Products 

714 

1,134 

1,569 

92.6 

126.8 

14.7 

■ 

257 

367 

387 

Giant  Food 

1,081 

3,249 

1,562 

108.4 

179.5 

25.5 

451 

218 

119 

173 

Gillette 

3,114 

3,819 

4,964 

284.7 

433.8 

30.0 

■ 

■ 

■ 

429 

PH  Glatfelter 

550 

599 

993 

92.9 

120.1 

3.4 

69 

306 

■ 

365 

GlenFed 

25,259 

2,732 

399 

116.0 

174.6 

7.2 

90 

407 

335 

289 

Golden  West  Financial 

19,521 

1,941 

1,764 

157.9 

186.0 

2.8 

121 

■ 

■ 

■ 

Goldome 

12,999 

1,379 

46 

-253.0 

-172.9 

4.1 

■ 

346 

■ 

276 

BF  Goodrich 

2,274 

2,420 

1,023 

172.4 

270.9 

12.1 

201 

64 

273 

258 

Goodyear  Tire  &  Rubber 

8,460 

10,869 

2,168 

189.4 

572.9 

111.5 

288 

139 

236 

199 

WR  Grace 

5,619 

6,115 

2,552 

253.2 

571.4 

46.4 

■ 

440 

300 

354 

WW  Grainger 

1,065 

1,727 

2,022 

119.6 

152.5 

7.4 

102 

469 

■ 

■ 

Great  American  Bank  SSB 

16,066 

1,593 

123 

-123,9 

-109.9 

3.6 

■ 

392 

■ 

■ 

Great  American  Management  &  Investment 

2,436 

2,046 

267 

-7.7 

50.7 

11.2 

486 

59 

302 

308 

Great  Atlantic  &  Pacific  Tea 

2,870 

11,148 

2,010 

146.7 

317.7 

92.0 

425 

■ 

■ 

■ 

Great  Lakes  Bancorp  FSB 

3,385 

384 

69 

13.7 

26.3 

1.1 

■ 

■ 

338 

344 

Great  Lakes  Chemical 

1,097 

792 

1,758 

122.9 

164.6 

3.8 

37 

216 

289 

412 

Great  Western  Financial 

37,176 

3,824 

2,087 

100.1 

157.8 

12.7 

453 

■ 

■ 

■ 

Greater  New  York  Savings  Bank 

3,105 

297 

90 

12.2 

14.5 

0.7 

307 

233 

443 

385 

Greyhound  Dial 

5,205 

3,537 

1,209 

108.7 

211.5 

36.8 

■ 

238 

■ 

■ 

Grumman 

2,591 

3,506 

511 

67.3 

179.7 

30.5 

46 

31 

18 

19 

GTE 

31,986 

17,424 

20,747 

1,417.3 

4,038.6 

158.5 

243 

467 

425 

■ 

Gulf  States  Utilities 

6,727 

1,607 

1,284 

13.3 

232.5 

4.9 

358 

155 

124 

329 

Halliburton 

4,263 

5,661 

4,850 

133.7 

378.3 

63.5 

■ 

■ 

■ 

442 

MA  Hanna 

1,036 

1,110 

712 

86.9 

126.3 

9.1 

■ 

484 

■ 

■ 

Haimaford  Bros 

470 

1,521 

652 

37.4 

65.6 

13.5 

478 

465 

■ 

454 

Hanover  Insurance  Cos 

2,955 

1,622 

598 

82.8 

82.8 

5.8 

500 

■ 

■ 

398 

Harcourt  Brace  Jovanovich 

2,644 

1,342 

200 

104.4 

254.9 

10.7 

■ 

475 

■ 

■ 

Hamischfeger  Industries 

1,451 

1,568 

732 

59.3 

86.0 

11.9 

■ 

315 

424 

■ 

Harris  Corp 

2,538 

2,656 

1,286 

31.9 

150.6 

28.9 

■ 

■ 

460 

481 

Hartford  Steam  Boiler  Inspection  &  Ins 

795 

485 

1,160 

77.6 

89.9 

3.4 

■ 

■ 

454 

433 

Hasbro 

1,246 

1,410 

1,168 

92.2 

152.1 

8.2 

447 

■ 

■ 

■ 

Hawaiian  Electric  Industries 

3,130 

884 

767 

64.1 

108.2 

3.2 

345 

144 

63 

93 

HJ  Heinz 

4,479 

6,022 

7,854 

486.3 

652.7 

37.6 

420 

476 

■ 

■ 

Henley  Group 

3,427 

1,566 

751 

-187.0 

-66.0 

11.4 

403 

270 

352 

■ 

Hercules 

3,653 

3,092 

1,636 

-96.4 

82.9 

23.0 

■ 

345 

211 

278 

Hershey  Foods 

1,814 

2,421 

2,796 

171.1 

2.^6.8 

12.0 

168 

49 

42 

47 

Hewlett-Packard 

10,202 

12,345 

11,119 

809.0 

1,317.0 

91.0 

244 

■ 

■ 

■ 

Hibemia 

6,699 

696 

452 

61.6 

76.0 

2.8 

■ 

■ 

361 

486 

Hillenbrand  Industries 

1,010 

1,138 

1,578 

75.0 

155.9 

9.0 

■ 

411 

■ 

■ 

Hills  Department  Stores 

1,203 

1,929 

84 

-0.7 

35.8 

27.0 

■ 

■ 

241 

380 

Hilton  Hotels 

2,216 

954 

2,481 

110.1 

190.9 

38.5 

■ 

304 

172 

377 

Home  Depot 

1,118 

2,759 

3,512 

112.0 

133.1 

16,3 

■  Not  on  500  list. 
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If  only  for  a  moment,  she  defies  gravity 
Her  grace  and  form  are  flawless,  a  tribute  to 
perseverance  and  tenacity 

She  is  one  of  many  amateur  athletes  who  dedicate 
themselves  not  just  to  winning,  for  that  is  a  short-term  gDal. 

But  to  the  challenge 
of  competition  which 
propels  them  to  be 
the  best  they  can  be. 
Today  tomorrow, 
for  a  lifetime. 

Phillips  Ffetroleum 
has  been  national 
sponsor  of  United 
States  Diving  since 
1979.  And  will 
continue  to  support 
this  organization  for 
many  years  to  come. 
Because  if  our  youths  can  take  determination  and 
:  achievement  to  this  altitude,  our  hopes  for  the  L^ture 
are  high  indeed. 

PHILUPSPETROLEUMCOMPANY 


For  more  information  on  how  you  can  help  these  athletes,  please  write  to:  Executive  Directot;  United  States  Diving,  201  South  Capitol  Avenue, 
Suite  430,  Indianapolis,  Indiana  %225. 


-Where  they 
Sales 

rank- 19K9— 

Company 

Assets 
tSmil) 

Sales 
($mil) 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 
($mU] 

Number 

employed 

(thou) 

Assets 

Market 
value 

Net 
profits 

94 

417 

■ 

367 

HomeFed 

17,767 

1,896 

623 

115.7 

151.3 

4.7 

■ 

■ 

321 

■ 

Homestake  Mining 

1,094 

453 

1,879 

53.3 

121.7 

2.1 

470 

■ 

■ 

■ 

Homestead  Financial 

3,020 

377 

11 

-19.7 

2.0 

0.7 

305 

143 

173 

71 

Honeywell 

5,258 

6,059 

3,500 

604.1 

898.9 

68.1 

■ 

347 

433 

■ 

Geo  A  Hormel 

716 

2,'410 

1,256 

70.8 

107.2 

8.0 

61 

240 

339 

211 

Household  International 

26,163 

3,490 

1,752 

239.5 

399.8 

13.1 

139 

219 

140 

119 

Houston  Industries 

11,682 

3,790 

4,149 

413.5 

806.8 

11.9 

313 

■ 

■ 

■ 

Howard  Savings  Bank 

5,081 

507 

81 

-66.1 

-55.6 

2.4 

■ 

■ 

452 

472 

Hubbell 

576 

669 

1,174 

79.4 

95.9 

5.2 

392 

195 

150 

170 

Humana 

3,756 

4,444 

3,896 

286.8 

499.6 

52.3 

140 

■ 

■ 

389 

Huntington  Bancshares 

11,680 

1,160 

922 

108.0 

137.7 

5.7 

178 

366 

■ 

■ 

ICH 

9,554 

2,239 

145 

-255.2 

-39.4 

4.7 

■ 

■ 

■ 

452 

Idaho  Power 

1,625 

496 

913 

84.7 

137.8 

1.5 

290 

■ 

402 

■ 

Illinois  Power 

5,609 

1,313 

1,379 

-288.4 

-106.1 

4.5 

■ 

374 

229 

285 

Illinois  Tool  Works 

1,688 

2,173 

2,628 

163.8 

248.5 

15.0 

■ 

■ 

■ 

378 

IMC  Fertilizer  Group 

1,665 

1,157 

938 

110.7 

212.9 

5.8 

270 

■ 

■ 

■ 

INB  Financial 

6,015 

645 

477 

59.1 

63.4 

3.0 

492 

■ 

■ 

■ 

Independence  Bancorp 

2,705 

272 

219 

15.0 

19.6 

1.5 

■ 

245 

210 

240 

Ingersoll-Rand 

2,595 

3,447 

2,814 

202.2 

282.8 

31.0 

471 

206 

462 

352 

Inland  Steel  Industries 

3,009 

4,147 

1,153 

119.7 

250.9 

20.7 

239 

■ 

■ 

■ 

Integra  Financial 

6,768 

716 

608 

35.6 

49.7 

3.8 

379 

266 

65 

129 

Intel 

3,994 

3,127 

7,842 

391.0 

640.8 

21.5 

■ 

433 

■ 

■ 

Interco 

1,147 

1,759 

19 

-64.5 

4.0 

28.7 

■ 

■ 

490 

471 

Intergraph 

808 

860 

1,054 

79.5 

127.8 

7.8 

15 

4 

1 

4 

International  Business  Machines 

77,734 

62,710 

60,345 

3,758.0 

9,183.0 

385.2 

■ 

■ 

267 

320 

International  Flavors  &  Fragrances 

970 

870 

2,257 

138.6 

162.9 

4.2 

■ 

■ 

450 

460 

International  Minerals  &  Chemical 

2,000 

1,166 

1,179 

81.8 

155.4 

8.4 

■ 

395 

■ 

■ 

International  Multifoods 

828 

2,026 

386 

28.3 

60.0 

9.0 

143 

57 

100 

42 

International  Paper 

11,582 

11,378 

5,613 

864.0 

1,423.0 

59.5 

■ 

■ 

464 

■ 

Interpublic  Group  of  Cos 

1,741 

1,218 

1,141 

70.6 

100.9 

14.8 

■ 

■ 

■ 

422 

Ipalco  Enterprises 

1,778 

595 

925 

95.5 

169.7 

2.3 

368 

381 

■ 

■ 

Itel 

4,127 

2,121 

947 

29.9 

169.3 

7.5 

31 

23 

83 

36 

ITT 

45,503 

20,054 

6,404 

922.0 

1,407.0 

118.0 

276 

141 

309 

206 

James  River  Corp  of  Virginia 

5,882 

6,071 

1,989 

245.0 

532.0 

40.5 

340 

■ 

387 

321 

Jefferson-Pilot 

4,530 

1,140 

1,453 

137.7 

151.4 

4.4 

210 

78 

20 

29 

Johnson  &  Johnson 

7,919 

9,757 

18,568 

1,082.0 

1,496.0 

82.2 

■ 

213 

448 

423 

Johnson  Controls 

2,634 

3,894 

1,191 

95.0 

241.8 

33.5 

■ 

436 

■ 

JWP 

1,103 

1,742 

666 

38.8 

60.0 

13.0 

119 

14 

78 

152 

Kmart 

13,145 

29,792 

6,839 

322.7 

790.0 

360.0 

■ 

■ 

386 

Kansas  City  Power  &  Light 

2,621 

731 

1,010 

108.6 

204.7 

2.9 

■ 

■ 

493 

Kansas  Power  &  Light 

1,959 

1,128 

782 

72.8 

146.1 

4.5 

■ 

■ 

462 

Kaufman  &  Broad  Home 

1,487 

1,265 

336 

81.4 

85.7 

1.0 

423 

188 

70 

117 

Kellogg 

3,390 

4,652 

7,359 

422.1 

589.7 

17.4 

■ 

■ 

493 

■ 

Kelly  Services 

394 

1,377 

1,052 

70.8 

78.7 

3.8 

127 

301 

323 

156 

Kemper 

12,696 

2,774 

1,848 

307.4 

307.4 

10.0 

■ 

■ 

■ 

459 

Kentucky  Utilities 

1,133 

532 

752 

82.3 

137.1 

2.1 

429 

272 

239 

292 

Kerr-McGee 

3,332 

3,087 

2,522 

1,56.0 

469.0 

7.9 

■  Not  on  500  list. 
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The  NP6650.  Award  for  Excellent  Overall  Copy  Quality 

"The  NP8580.  Best  Overall  Performance  based  on 

Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 

The  Canon  NP6650  is  the  mid-volume  copier  of  choice' 

"The  lab's  ever-skeptical  technicians  were  impressed 

with  its  (the  NP1215)  performance" 

-Buyer's  Lab  5/89 


u 


The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 


When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 

Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 

our  over  5  million  copiers  produced  worldwide  prove  it. 


.  i 


t    ^ 


(^^■rxva 


THE  CHOICE  IS  CANON 

For  more  information,  call  toll  free1-800-OK  CANON.  Or  write  Canon  U.S.A.,  Inc..  PO.  Box  3900,  Peoria,  IL  61614 


1989  ''Manufacturer  of  the  Year 

vardea  By  National  OHice  Machine  Dealers  Association 
!o  Canon  USA  Inc  lor  oulslanding  dealer  support 


'Ji 

i^ 

-    1 

il 

l^f  Ranking  ihe  Forbes  500s 

" 

-Where  the 

Saks 

989 

et           Net 
1^:          profits                                  Company 

Assets 
($mil) 

Sales 

($mil) 

Market 
value 
(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thnu) 

Assets 

104 

458 

487 

323 

KeyCorp 

15,461 

1,642 

1,067 

136.9 

175.9 

n.4 

318 

■ 

151 

■ 

114 

116 

Kimberly-Clark 

4,923 

5,734 

5,133 

42,3.8 

634.7 

39.0 

483 

475 

King  World  Productions 

401 

428 

1,080 

78.3 

91.5 

0.2 

■ 

J  62 

228 

203 

Knight-Ridder 

2,135 

2,268 

2,634 

247.2 

.155  5 

225  0 

17- 

__21.2 

360 

26 

485 

■ 

Kroger 

4,242 

18,832 

1,078 

-\^^ 

k 

489 

■ 

413 

Lafarge 

1,544 

1,497 

972 

lOf    1 

4/9 

■ 

■ 

■ 

Landmark  Land 

2,943 

553 

110 

-0.3 

^6  4 

4  "^ 
15 

411 

■ 

■ 

■ 

Liberty  National  Bancorp 

3,535 

353 

303 

33.2 

40  « 

279 

204 

25 

35 

Eli  Lilly 

5,848 

4,176 

17,235 

939.5 

1,168  8 

27.5 

■ 

189 

68 

143 

Limited 

2,418 

4,648 

7,399 

346.9 

511.6 

59.9 

■ 

■ 

141 

■ 

LIN  Broadcasting 

663 

251 

4,127 

57.4 

73  9 

0.9 

70 

98 

269 

182 

Lincoln  National 

25,070 

8,081 

2,226 

268.9 

30«8 

15.9 

302 

178 

334 

267 

Litton  Industries 

5,317 

5,073 

1,764 

179.4 

385.5 

52.9 

■ 

■ 

278 

283 

Liz  Claiborne 

849 

1,411 

2,138 

164.6 

1R0.3 

5.1 
24  _' 

238 

74 

262 

■ 

Lockheed 

6,792 

9,891 

2,291 

2.0 

3"'0  0 

43 

61 

64 

38 

Loews 

32,451 

11,113 

7,842 

907.1 

i,ri4.i 

407 

■ 

■ 

■ 

Lone  Star  Technologies 

3,601 

608 

99 

-191.4 

_-lP2  2  _ 

'^8.1 

198 

350 

280 

■ 

Long  Island  Lighting 

8,520 

2,348 

2,128 

-9=i8 

■ 

383 

■ 

■ 

Longs  Drug  Stores 

567 

2,111 

851 

61.3 

7;.5 

13.3       i 

■ 

■ 

■ 

476 

Loral 

1,459 

1,156 

783 

78.2 

142.4 

9.7 

■ 

■ 

389 

■ 

Lotus  Development 

604 

556 

1,446 

67.7 

ini.5 

2.7 

■ 

■ 

457 

■ 

Louisiana  Land  &  Exploration 

1,199 

713 

1,161 

46.9 

16,3.3 

0.7 

■ 

398 

348 

252 

Louisiana-Pacific 

2,032 

2,010 

1,677 

192.6 

334.4 

13.0 

■ 

■ 

■ 

483 

Louisville  Gas  &  Electric 

1,905 

677 

836 

76.1 

131.4 

3.9 

■ 

318 

442 

487 

Lowe's  Cos 

1,147 

2,651 

1,216 

74.9 

121.0 

15.0 

257 

132 

■ 

189 

LTV 

6,336 

6,362 

163 

264.9 

497.0 

38.4 

■ 

■ 

415 

428 

Lubrizol 

960 

1,228 

1,328 

94.0 

148.0 

5n 

■ 

164 

401 

133 

Lyondell  Petrochemical 

1,267 

5,358 

1,380 

374.0 

.'95.0 

2.0 

■ 

435 

■ 

■ 

Mack  Trucks 

1,616 

1,751 

193 

-185.7 

-143.5 

8.7 

19 

95 

248 

■ 

Manufacturers  Hanover 

60,479 

8,300 

2,404 

-588.0 

-461.0 

^l.'^ 

166 

■ 

■ 

390 

Manufacturers  National 

10,305 

1,099 

741 

107.3 

128.0 

5.7 

■ 

372 

■ 

245 

Manville 

2,578 

2,192 

408 

196.8 

3ir.8 

18.1 

■ 

394 

412 

364 

Mapco 

1,481 

2,029 

1,338 

116.2 

186.5 

5.5 

■ 

■ 

90 

■ 

Marion  Merrell  Dow 

1,848 

1,078 

6,083 

46.3 

86.0 
363.T 

»  J 

2''9R 

2'<.7 

242 

107 

223 

269 

Marriott 

6,732 

7,536 

2,674 

177.0 

■ 

341 

118 

164 

Marsh  &.  McLennan  Cos 

2,035 

2,428 

4,971 

294.9 

384.2 

228 

■ 

■ 

448 

Marshall  &  Usley 

7,151 

783 

701 

85.4 

97.4 

5.8 

413 

148 

275 

157 

Martin  Marietta 

3,505 

5,796 

2,147 

306.9 

514.0 

66.5 

404 

264 

148 

221 

Masco 

3,641 

3,151 

3,921 

220.9 

310.0 

41.0 

■ 

449 

■ 

■ 

Masco  Industries 

2,236 

1,687 

459 

466 

1^3.4 
122.4 

14.6 

■ 

■ 

■ 

470 

Mattel 

830 

1,2.37 

966 

79.6 

iLn_  : 

105 

437 

343 

■ 

361 

Maxxam 

3,183 

2,423 

353 

116.8 

208  3 

211 

81 

91 

89 

May  Department  Stores 

7,802 

9,602 

6,032 

498.0 

767.0 

125.0 

■ 

271 

332 

331 

Maytag 

2,436 

3,089 

1,782 

131.5 

199.5 

26.0 

■ 

■ 

466 

407 

MBLA 

1,786 

172 

1,133 

102.3 

10-^.7 

0.2 

17.4 

2.4 

363 

249 

162 

254 

MCA 

4,211 

3,382 

3,756 

191.8 

1.21'^.l 

467 

■ 

116 

■ 

McCaw  Cedular  Corrviuunications 

3,041 

504 

5,022 

-288.5 

-85.7 

■ 

■ 

■ 

326 

McCorm^-'-       To 

865 

1,246 

841 

1,35.5 

1 70  3 

7^ 

■  Not  on 

500  list. 

; 
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Something 

just  happened 

to  the  worlds 

best-selling 

family 

of  personal 
computers. 


ustgpt 


Six  powerful  new  systems. 

Now  a\ailablc  arc  six  new  PS/2  s  with 
A--SCrOC/X»ine/™  for  those  wanting 
increased  storage,  expansion  slots  and 
386™  power. 

\^e  ve  expanded  our  PS/2  Model 
80  line  to  include  two  new  20  MHz 
mod<'ls  as  well  as  two  new  cached 
25  MHz  machines.  And  two  of  these 
new  PS/2  models  come  with  our 
lightning-fast  .320MB  hardfile. 

Our  PS/2  line  has  also  been 
extended  with  the  introduction  of  two 
new  Model  65SXs  which  offer  greater 
expandabilitv  and  file  capacity  along 
with  an  affordable  price  tag  for 
386S\™'  power. 


Portability,  power  and  a 
low  price.!  he  a  ward- winning 
P70  w  ith  rr^DTOChannel  has  a 
new  .386  I6Mllzm<)d<'l.This 
new  version  of  our  lull-function 
portable  has  a  30MB  hardfile 
arul  allows  vou  to  take  vour 
applications  with  vou  wherever 
you  go. 


New  fully  upgradable 
LaserPrinter  K.  I  he  quality 
printing  and  superb  paper  han- 
dling of  the  IBM  LaserPrinter  are 
now  available  in  tli<'  first  afford- 
able laser  printer  that  s  fullv 
upgradable— the  I BM 
LaserPrinter  K. 

It  can  print  at  up  to  .5  pages 
per  minute  an«l  can  easilv  be 
upgraded  to  10  pages  per  minute. 
^  hats  more,  a  PostScript " 
o|)tion  is  now  available  for  both 
the  La.serPrinler  and  the 
LaserPrinter  K  to  make  your 
desktop  publishing  look  it>  best. 


Innnvatiye  software  .solutions 
for  networking,  (ionneclivitv  with 
vour  PS/2  is  better  than  ev«"r  with  the 
availabilil V  of  ()S/2  ■  KK  V  1.2  and 
()S/2  LAN  .Server  V  1.2. 

()S/2  LL  is  now  easier  to  inslal 
and  gives  vou  ready  aeee.ss  to 
().S/2  relational  data  bases  and 
expanded  access  to  host  computer- 
and  Kthernel"  networks. 

().S/2  LAN  Server  offers 
increased  price  performance,  making 
it  ofie  of  the  lowest  cost-per-user 
software  <'nvirorimenls  in  the 
industry. 

And  to  make  it  all  easier.  IBM 
introduces  Lasel"  I.I  lor()S/2LL- 
llie  revolutionary  development  tool. 


v^nv '^  ^^£.^!i  a'«'^'='«^  iraoemarks  and  Micto  Channel  is  a  tiadwpafh  &  Imefnaiioral  Business  Machines  Cot  poralion  Easel  is  a  regislefed  Irademark  ol  Imwacliw  kiMqes  Inc  Elhern..! 
XEROX  Corp  PostScnpH  is  a  registered  Irademark  o(  Adobe  Sysfems  Inc  386  and  385SX  are  trademarks  ot  Intel  ft;  1990  IBM  Corp 


better. 


New  high-resolution 
14"  display.  Kxcellent  resolu- 
tion, rent  rust  and  clarity  make 
the  new,  alTordabIc  IBM  8515 
14"  display  a  pleasure  to  work 
with. 


Inexpensive  new  compact 
disc  technologies.  Inexpensive 

large-capacity  storage  is  now 
yours  on  any  MfCtoChcmnel 
PS/2.  Its  the  new  IBM  CD-ROM 
and  it  allows  you  to  store  the 
equivalent  of  over  400  diskettes 
of  reference  material  and  clip 
art  lor  applications  like  desktop 
publishing,  multimedia  and 
more. 


New  320MB  lightning-fast 
hardfile.  rh<>  new  320MB  hardfile 
option,  with  a  lightning-fast  access 
speed  of  12.5  MS.  comes  standard 
on  two  of  the  new  Model  80s  and 
is  available  as  an  option  on  all 
Model  60s.  65SXs  and  80s. 


Increased  expand- 
ability with  the  new 
Small  Computer  System 
Interface  (SCSI).  An 
industry-standard  SCSI 
adapter  comes  with  the 
new  80  and  65SX  models 
and  is  also  available  as  an 
option  for  all  vour  current 
PS/2s  with  MkifoChannel. 

Every  SCSI  busmaster 
adapter  allows  you  to  add 
up  to  seven  peripherals, 
so  adding  an  array  of 
scanners,  optical  disks 
and  new  technologies  like 
multimedia  and  IBM's 
CD-ROM  is  no  problem. 


The  IBM  PS/2  is  the  world's 
best-selHng  family  oi  personal  com- 
puters. And  we  haven't  stopped 
there — in  fact,  we've  just  made  our 
family  even  better. 

Whether  your  business  is  large 
or  small,  your  investment  today  in 
the  PS/2  family  of  hardware  and 
software  applications  can  pay 
dividends  tomorrow.  Because  the 
IBM  PS/2  family  can  easily  expand 
with  your  business  and  change  to 
meet  your  needs. 

To  help  you  protect  your 
investment,  we're  offering  a  wide 
range  of  new  products.  Products 
that  offer  more  expandability  and 
outstanding  price  performance. 
Innovative  products  that  increase 
the  value  of  your  investment  in 
MIOfOChannei  and  OS/2  .Versatile 
products  that  offer  more  solutions 
than  ever,  especially  for  power  users 
and  those  looking  to  network. 

But  more  important,  we've 
made  these  changes  in  our  family  so 
that  one  thing  could  stay  the  same: 
the  IBM  PS/2  family  of  personal 
computers 
is  one  that 
delivers 
solutions 
today, 
tomorrow 
and 
beyond. 


•ST" 
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How're  you  going  to  do  it? 
PS/2  it! 
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Ranking  1  he  Forbes  500s 

Ass«  ■ 

:1V89—      — 
Mrket          Net 
dlue          profit! 

i                                    Company 

Assets 
($mil) 

Sales 
($mil) 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 
($mil) 

Number 

employed 

(thou) 

184 

14.'.               40 

57 

McDonald's 

9,175 

6,066 

11,360 

726.7 

1,164.7 

176.0 

117 

36 

284 

■ 

McDonnell  Douglas 

13,397 

14,589 

2,120 

40.0 

582.0 

124.7 

■ 

428 

233 

■ 

McGraw-Hill 

2,208 

1,789 

2,562 

39.8 

108.7 

14.6 

256 

131 

50 

72 

MCI  Communications 

6,338 

6,471 

8,845 

603.0 

1,258.0 

18.4 

■ 

104 

385 

394 

McKesson 

2,408 

7,578 

1,463 

105.8 

174.9 

15.8 

,^94 

i91 

306 

225 

Mead 

3,750 

4,612 

1,996 

215.8 

437.0 

21.4 

■ 

■ 

346 

405 

Medtronic 

813 

798 

1,687 

103.1 

148.8 

6.0 

47 

230 

■ 

266 

Mellon  Bank 

31,467 

3,596 

912 

181.0 

277.0 

16.7 

468 

105 

127 

127 

Melville 

3,032 

7,554 

4,764 

398.1 

504.3 

98.5 

235 

■ 

■ 

■ 

Mercantile  Bancorporation 

6,942 

745 

420 

0.5 

16.6 

4.3 

377 

■ 

■ 

■ 

Mercantile  Bankshares 

4,018 

433 

586 

62.0 

69.8 

2.5 

■ 

356 

399 

333 

Mercantile  Stores 

1,548 

2,313 

1,382 

130.3 

184.8 

22.0 

292 

■ 

■ 

■ 

Merchants  National 

5,577 

539 

345 

41.4 

51.8 

3.2 

240 

127 

7 

17 

Merck 

6,757 

6,551 

27,532 

1,495.4 

1,717.1 

33.2 

135 

■ 

■ 

434 

Meridian  Bancorp 

11,925 

1,173 

701 

91.5 

115.1 

6.3 

128 

■ 

■ 

■ 

Meritor  Savings  Bank 

12,640 

1,322 

83 

-61.5 

4.8 

3.6 

18 

58 

271 

■ 

Merrill  Lynch 

63,942 

1 1,335 

2,196 

-213.4 

76.3 

41.5 

■ 

■ 

391 

■ 

Metro  Mobile  CTS 

385 

144 

1,426 

-50.6 

-26.6 

0.7 

■ 

359 

■ 

■ 

Fred  Meyer 

797 

2,285 

306 

-6.8 

31.0 

21.0 

146 

■ 

■ 

268 

Michigan  National 

11,480 

1,266 

592 

178.9 

227.0 

6.4 

■ 

■ 

■ 

489 

Micron  Technology 

687 

403 

446 

74.0 

120.6 

2.7 

■ 

■ 

92 

232 

Microsoft 

922 

953 

6,018 

210.5 

243.9 

3.4 

74 

354 

■ 

236 

Midlantic 

23,666 

2,320 

729 

206.3 

253.2 

10.6 

175 

51 

22 

22 

Minnesota  Mining  &  Manufacturing 

9,776 

11,990 

18,537 

1,244.0 

2,005.0 

86.6 

■ 

■ 

■ 

439 

Minnesota  Power  &  Light 

1,554 

464 

740 

88.9 

125.4 

2.2 

65 

277 

350 

205 

MNC  Financial 

25,536 

3,019 

1,663 

245.1 

308.4 

12.3 

34 

7 

13 

12 

Mobil 

39,080 

50,220 

25,022 

1,809.0 

4,311.0 

68.8 

■ 

■ 

484 

■ 

Molex 

565 

579 

1,078 

62.5 

116.6 

6.1 

264 

■ 

■ 

■ 

Monarch  Capital 

6,122 

465 

111 

-24.4 

-12.7 

1.8 

194 

92 

72 

63 

Monsanto 

8,604 

8,681 

7,148 

679.0 

1,369.0 

43.9 

■ 

■ 

499 

488 

Montana  Power 

1,946 

760 

1,038 

74.4 

138.9 

3.7 

10 

66 

82 

■ 

JP  Morgan  &  Co 

88,964 

10,394 

6,409 

-1,275.0 

-1,275.0 

14.8 

24 

147 

249 

110 

Morgan  Stanley  Group 

53,276 

5,831 

2,400 

443.0 

484.0 

6.5 

■ 

375 

■ 

■ 

Morrison  Knudsen 

726 

2,170 

604 

32.2 

60.8 

12.6 

■ 

488 

327 

432 

Morton  International 

1,448 

1,499 

1,815 

92.4 

162.0 

8.1 

214 

80 

53 

89 

Motorola 

7,686 

9,620 

8,637 

498.0 

1,148.0 

103.0 

460 

■ 

■ 

■ 

Multibank  Financial 

3,068 

439 

105 

21.7 

25.4 

1.7 

■ 

454 

374 

■ 

Murphy  Oil 

2,075 

1,653 

1,504 

46.6 

265.9 

4.4 

■ 

■ 

333 

350 

Naico  Chemical 

938 

1,071 

1,774 

119.9 

164.8 

5.4 

■ 

368 

■ 

■ 

Nash  Finch 

381 

2,224 

227 

13.2 

36.3 

10.7 

77 

324 

281 

190 

National  City 

22,972 

2,547 

2,123 

263.3 

317.3 

14.6 

376 

■ 

■ 

■ 

National  Community  Banks 

4,02.3 

386 

219 

45.0 

53.1 

2.2 

■ 

278 

■ 

■ 

National  Intergroup 

1,698 

3,008 

375 

26.3 

64.4 

6.5 

371 

212 

227 

284 

National  Medical  Enterprises 

4,115 

3,963 

2,647 

164.0 

353.1 

73.1 

■ 

459 

■ 

■ 

National  Semiconductor 

1,361 

1,638 

820 

47.4 

215.5 

32.6 

■ 

471 

420 

419 

National  Service  Industries 

894 

1,587 

1,312 

96.8 

132.9 

20.6 

402 

207 

498 

■ 

Navistar  International 

3,656 

4,116 

1,040 

31,4 

92.1 

14,5 

■  Not  or 

500  list. 
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If 


local  affidrs 


II  managing  local  anairs 

from  aferworfed,  there  m^t 

still  be  a  British  Empire. 


King  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  applies  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


The  \(xsi  ihmgyou  need  is  to  pu/  down  an 

rmpXoytt  rc\o\{  o\€r  a  ]^ro\\da  nc\.\'<or\i  (hat's 

htTf  ioday  bu(  gone  iomorrow. 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  experdy.  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care. 

We  know,  because 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider 
networks  than  anyone  ^[^ 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
without  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


Whaf's  cmiomary  in  New  York 

isn't  necessari/y  (heir  cu^  of  tea 

in  Kansas  City. 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  million  people  who 
currendy 
receive  care 
under  our 
national 
managed 
care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships. That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 
All  of  which  adds  up  to 
a  program  that  delivers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

With  our  managed  care  programs.your 
employees  get  ejfiCient  delivery  of  health 
care  coverage,  no  matter  where  thty  live. 

So  if  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  call  1-800- 
426-2583.  After  all,  if  man- 
agement from  a  distance 
was  such  a  good  idea,  we 
might  all  be  taking  tea  in  the 
after- 


noon. 


Vf^. 


Blue  Cross. 
Blue  Shields 
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Ranking  ihe  Forbe!§;  500s 

Assets 

-Where  they 
Sales 

ranir-   1  OKQ_ 

Company 

Assets 
($mU) 

Sales 
(Smil) 

Market 
value 

(Smil) 

Net 
profits 
(Smil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thou) 

Market 
value 

Net 
profit! 

63 

325 

274 

194 

NBD  Bancorp 

25,771 

2,542 

2,159 

258.8 

313.1 

12.4 

17 

136 

147 

107 

NCNB 

66,191 

6,152 

3,922 

447.1 

577.8 

27.0 

343 

146 

121 

121 

NCR 

4,500 

5,956 

4,898 

412.0 

708.0 

58.0 

370 

457 

345 

319 

New  England  Electric  System 

4,116 

1,643 

1,691 

138.7 

397.4 

5.5 

331 

■ 

392 

290 

New  York  State  Electric  &  Gas 

4,670 

1,428 

1,424 

157.8 

306.2 

4.5 

■ 

431 

322 

188 

New  York  Times 

2,188 

1,769 

1,854 

266.6 

365.7 

10,7 

■ 

■ 

373 

450 

Newell  Co 

871 

1,123 

1,508 

85.4 

126.0 

10.3 

■ 

■ 

184 

339 

Newmont  Mining 

1,302 

582 

3,287 

125.9 

195.1 

2.8 

218 

291 

330 

298 

Niagara  Mohawk  Power 

7,575 

2,906 

1,787 

150.8 

382.4 

11.3 

■ 

466 

455 

351 

Nicor 

2,137 

1,622 

1,163 

119.9 

226.1 

3,9 

■ 

393 

257 

229 

NIKE 

1,051 

2,040 

2,364 

212.2 

228.7 

3.8 

401 

478 

439 

322 

Nipsco  Industries 

3,671 

1,560 

1,236 

137.3 

303.1 

4.9 

■ 

311 

246 

369 

Nordstrom 

1,707 

2,671 

2,427 

114.9 

185.8 

26.5 

167 

193 

86 

69 

Norfolk  Southern 

10,244 

4,536 

6,219 

606.2 

953.2 

33.3 

416 

■ 

■ 

■ 

Northeast  Bancorp 

3,468 

378 

276 

0.6 

8.8 

1.9 

298 

■ 

■ 

■ 

Northeast  Savings  FA 

5,402 

689 

24 

0.4 

16.1 

1.4 

251 

371 

268 

238 

Northeast  Utilities 

6,523 

2,206 

2,242 

203.2 

400.9 

8.6 

339 

401 

265 

219 

Northern  States  Power 

4,593 

1,990 

2,267 

222.0 

501.1 

7.5 

157 

■ 

481 

373 

Northern  Trust 

10,938 

1,230 

1,084 

113.2 

135.4 

5.5 

435 

168 

■ 

■ 

Northrop 

3,196 

5,248 

747 

-80.5 

140.1 

42.8 

■ 

483 

369 

447 

Norton 

1,161 

1,531 

1,556 

85.8 

136.5 

16.4 

72 

287 

325 

213 

Norwest 

24,335 

2,930 

1,834 

237.0 

296.2 

15.7 

■ 

■ 

393 

■ 

Novell 

376 

429 

1,424 

52.6 

69.4 

2.1 

■ 

■ 

398 

■ 

Nucor 

1,034 

1,269 

1,399 

57.8 

134.4 

5.3 

206 

■ 

■ 

■ 

NWNL 

8,271 

1,393 

377 

53.5 

53.5 

3.0 

62 

43 

30 

48 

Nynex 

25,910 

13,211 

16,056 

807.6 

3,124.5 

96.4 

86 

22 

71 

198 

Occidental  Petroleum 

20,741 

20,068 

7,332 

256.0 

1,382.0 

53.0 

■ 

■ 

497 

■ 

Ogden 

2,598 

1,369 

1,043 

67.0 

110.1 

42.0 

445 

474 

■ 

410 

Ohio  Casualty 

3,146 

1,577 

974 

101.5 

107.8 

5.5 

213 

376 

200 

136 

Ohio  Edison 

7,723 

2,155 

2,975 

361.0 

634.4 

7.1 

■ 

■ 

386 

335 

Oklahoma  Gas  &  Electric 

2,524 

1,141 

1,457 

129.4 

230.7 

3.7 

208 

■ 

■ 

449 

Old  Kent  Financial 

8,127 

863 

663 

85.4 

95.7 

4.6 

449 

■ 

■ 

414 

Old  Republic  International 

3,124 

1,175 

454 

99.0 

132.9 

4.7 

359 

■ 

■ 

■ 

Old  Stone 

4,246 

510 

83 

-20.7 

-8.2 

2,4 

■ 

328 

480 

342 

Olin 

1,904 

2,509 

1,088 

124.0 

246.0 

15.9 

■ 

■ 

185 

417 

Oracle  Systems 

584 

769 

3,268 

97.7 

130.0 

3.2 

365 

■ 

128 

■ 

Oryx  Energy 

4,185 

1,140 

4,757 

,54.0 

373.0 

3.1 

■ 

279 

■ 

277 

Owens-Coming  Fiberglas 

1,924 

3,000 

883 

172.0 

346.0 

18,3 

461 

250 

375 

209 

Paccar 

3,067 

3,331 

1,500 

241.9 

294.6 

13,4 

224 

123 

191 

231 

Pacific  Enterprises 

7,326 

6,762 

3,156 

211.0 

563.0 

42,2 

82 

93 

47 

40 

Pacific  Gas  &  Electric 

21,352 

8,588 

9,116 

900.6 

1,994,3 

26.4 

83 

82 

21 

23 

Pacific  Telesis  Group 

21,194 

9,593 

18,548 

1,242.0 

3,084.0 

69.1 

136 

224 

106 

100 

PacifiCorp 

11,895 

3,717 

5,415 

465.6 

1,047.2 

16,0 

81 

288 

■ 

■ 

Paine  Webber  Group 

22,096 

2,926 

437 

52.0 

81.4 

12,9 

■ 

■ 

408 

■ 

Pall 

766 

523 

1,359 

58.3 

83.9 

5,9 

■ 

232 

■ 

■ 

Pan  Am 

2,400 

3,561 

425 

-336.6 

-130.7 

26,3 

258 

300 

256 

■ 

Panhandle  Eastern 

6,266 

2,781 

2,370 

58.4 

261.7 

4,7 

234 

244 

111 

18 

Paramount  Communications 

6,«54 

3,463 

5,229 

1,417.4 

2,141.4 

11  H 

■  Not  on 

500  list. 
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'To  feat/,  voM  ve  got  to  address 
needs  before  they  become 
apparent.  That's  what 
ComputerLand  and  IBM, 
working  together,  intend  to  do? 

Dave  Thomas,  President, 
National  Distribution  Division, 
IBM  Corporation 


Bill  Tauscher,  President,  ' 
ComputerLand 


IBM  and 
ComputerLand: 

redefining 

what  it  means  to 

serve  business. 


ComputerLand®  and  IBM®  have 
been  teaming  up  to  serve  business 
ever  since  ComputerLand  brought 
the  first  IBM  PCs  to  market  in  1981. 
"What  you're  seeing  now  is  a 
strengthening  of  that  partnership  in 
a  way  that's  beneficial 
to  the  customer,"  says 
IBM  NOD  President 
Dave  Thomas. 

"ComputerLand  has  always  been 
a  key  business  partner,"  he  adds. 
"By  satisfying  the  needs  of  the 
ComputerLand  centers,  they  in  turn 
can  offer  the  business  customer  unpar- 
alleled support  and  service  for 
IBM  equipment,  as  though  they 
were  extensions  of  IBM  itself." 
"We're  fine-tuning  ourselves 
to  current  business  needs',' 
says  ComputerLand  CEO  Bill 
Tauscher.  "Dave  and  I  are 
working  together  to  hone  what 
we  have.  Nanicly,  the  largest 
sales  and  technical  force  in  the 
computer  reseller  industry." 


ComputerUincI 


Business  to  business. 
Person  to  person. 


©1990  ComputerLand.  IBM  and  Personal  System/2  are  registered 
trademarks  of  International  Business  Machines  Corporation. 
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■ 

349 

0 

392 

Parker  HamiiHn 

1,922 

2,479 

1,430 

106.4 

207.1 

33.4 

440 

355 

274 

Penn  Central 

3,178 

1,725 

1,616 

174.1 

227.0 

14.5 

■ 
126 

n 

■ 

Penn  Traffic 

1,208 

2,700 

114 

-21.2 

31.0 

22.0 

57 

50 

JC  Penney 

12,698 

16,103 

8,249 

802.0 

1,077.0 

194.0 

215 

192 

140 

Pennsylvania  Power  &  Light 

7,599 

2,^56 

3,149 

353.4 

655.9 

8.2 

352 

188 

403 

Pennzoil 

4,882 

2,330 

3,209 

103.5 

280.7 

10.4 

IM 

■ 

■ 

■ 

People's  Bank 

7,054 

708 

249 

32.5 

50.1 

2.6 

m 

■ 

■ 

451 

Peoples  Energy 

1,641 

1,251 

735 

84.9 

135.7 

3.4 

106 

35 

28 

39 

PepsiCo 

15,127 

15,242 

16,257 

901.4 

1,673.4 

250.5 

■ 

■ 

499 

■ 

Perkin-Elmer 

1,000 

596 

1,038 

-37.1 

-22.9 

6.6 

278 

■ 

■ 

■ 

Perpetual  Financial 

5,866 

642 

78 

4.5 

18.0 

1.7 

■ 

■ 

486 

■ 

Petrie  Stores 

877 

1,258 

1,076 

32.3 

92.5 

22.5 

203 

154 

45 

62 

Pfizer 

8,325 

5,672 

9,734 

681.1 

888.2 

41.5 

■ 

309 

292 

186 

Phelps  Dodge 

2,505 

2,700 

2,077 

267.0 

400.4 

12.0 

330 

420 

■ 

■ 

PHH 

4,675 

1,868 

585 

52.2 

686.2 

4.4 

124 

248 

157 

77 

Philadelphia  Electric 

12,720 

3,406 

3,816 

590.4 

908.8 

11.3 

35 

8 

5 

6 

Philip  Morris  Cos 

38,528 

39,011 

36,566 

2,946.0 

4,140.0 

156.0 

150 

48 

88 

224 

Phillips  Petroleum 

11,256 

12,384 

6,158 

219.0 

1,325.0 

21.4 

354 

■ 

■ 

■ 

PHM 

4,325 

1,130 

218 

55.8 

67.4 

2.1 

233 

486 

458 

■ 

Pinnacle  West  Capital 

7,000E 

1,508 

1,160 

-551.4 

-344.6 

10.7 

■ 

■ 

419 

482 

Pioneer  Hi-Bred  International 

1,136 

870 

1,318 

77.0 

127.1 

4.2 

289 

294 

167 

264 

Pitney  Bowes 

5,611 

2,876 

3,624 

186.7 

381.3 

30.4 

■ 

462 

■ 

■ 

Pittston 

984 

1,631 

707 

3.8 

51.3 

14.6 

30 

190 

161 

130 

PNC  Financial 

45,661 

4,645 

3,763 

377.4 

448.0 

17.7 

■ 

415 

244 

312 

Polaroid 

1,777 

1,905 

2,433 

145.0 

232.4 

11.5 

■ 

■ 

449 

324 

Potlatch 

1,686 

1,228 

1,183 

136.7 

214.0 

7.3 

335 

■ 

286 

226 

Potomac  Electric  Power 

4,643 

1,395 

2,106 

214.6 

334.4 

5.4 

286 

150 

129 

101 

PPG  Industries 

5,645 

5,734 

4,592 

465.2 

775.4 

35.5 

■ 

321 

■ 

474 

Premark  International 

1,757 

2,592 

919 

78.4 

158.4 

24.4 

361 

■ 

■ 

■ 

Premier  Bancorp 

4,227 

418 

114 

-105.6 

-80.7 

2.7 

■ 

■ 

384 

495 

Premier  Industrial 

291 

616 

1,463 

72.5 

79.3 

4.6 

■ 

173 

305 

347 

Price  Co 

1,340 

5,150 

1,998 

122.5 

144.5 

11.8. 

93 

153 

196 

168 

Primerica 

17,955 

5,695 

3,002 

289.0 

289.0 

20.5 

92 

19 

16 

20 

Procter  &  Gamble 

17,996 

22,605 

23,272 

1,395.0 

2,207.0 

78.3 

499 

■ 

■ 

478 

Progressive 

2,647 

1,393 

886 

78.0 

95.4 

6.0 

137 

319 

492 

305 

Provident  Life  &  Accident 

11,852 

2,639 

1,053 

148.0 

185.6 

5.3 

■ 

■ 

■ 

340 

PSI  Holdings 

2,003 

1,059 

908 

125.2 

219.3 

4.2 

466 

437 

429 

302 

Public  Service  Co  of  Colorado 

3,045 

1,741 

1,270 

148.8 

264.6 

6.6 

493 

■ 

■ 

■ 

Public  Service  Co  of  New  Hampshire 

2,703 

619 

158 

-10.5 

24.9 

2.0 

■ 

■ 

■ 

456 

Public  Service  Co  of  New  Mexico 

2,400 

915 

528 

82.6 

154.6 

3.1 

122 

184 

104 

84 

Public  Service  Enterprise  Group 

12,919 

4,805 

5,489 

542.1 

1,139.7 

12.9 

356 

■ 

■ 

■ 

Puget  Sound  Bancorp 

4,294 

458 

365 

27.9 

34.8 

2.5 

■ 

■ 

469 

359 

Puget  Sound  Power  &  Light 

2,509 

888 

1,125 

117.7 

219.7 

2.5 

448 

152 

168 

244 

Quaker  Oats 

3,125 

5,729 

3,576 

197.7 

342.1 

31.5 

473 

312 

■ 

202 

Quantum  Chemical 

3,004 

2,671 

560 

247.4 

399.3 

10.5 

344 

119 

122 

141 

Ralston  Purina 

4,495 

6,858 

4,895 

350.1 

576.0 

56.5 

300 

89 

139 

87 

Raytheon 

5,338 

8,796 

4,150 

528.8 

810.5 

76.9 

■  Not  on 

500  list.     E: 

Estimate. 
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Performance.  Consistency.  Stability. 


From  The  Power  Of  The  Pacific. 


Three  essentials  for 
financial  success. 
Alone,  each  is  impres- 
sive, but  together  they 
speak  of  the  highest 
quality. 

The  quality  fmind  at 
Pacific  Financial 
Companies. 

Performance.  Our 
proven  performance 
places  us  among  the 
nation's  leading 
financial  institutions. 
With  innovative  pro- 
ducts and  insightful 
strategies. 

Consistena/.  Growing 
with  America  for  over 
120  years,  assets  under 
management  now  total 
over  $35  billion.  With 
more  than  $26  billion 
of  life  insurance  in 
force. 

Stability.  Secure  in 
the  ability  to  deliver 


tomorrow  on  what's 
invested  today,  we've 
earned  the  industry's 
highest  ratings.*  Year 
after  year 

In  Personal  Financial 
Services,  Employee 
Benefits,  and  Asset 
Management.  We 
provide  the  power  to 
manage  your  future. 

Performance. 
Consistency  StabiUty. 
Demand  it.  And  get  it 
from  Pacific  Financial 
Companies.  The  Power 
of  the  Pacific. 


Pacific  Mutual 


•Standard  &  Poors  AAA,  AM  Best  A+. 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 
1  800  544-3600 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 


m 

i 

W  Ranking  The  Forbes  500s 

.■■/■■:■':'■■ 

416 

-    1989- 
ket 

:Iue 

Net 
.irofits                                Company 

Assets 
l$mil) 

Sales 
(Smil) 

Market 
value 
(Smil) 

Net 
profits 
ISmil) 

Cash 
flow 
(Smil) 

Number 

employed 

(thou) 

■ 

207 

279 

Readers  Digest  Association 

1.439 

1,902 

2,887 

170.7 

207.0 

7.4 

■ 

423 

307 

273 

Reebok  International 

1  166 

1,822 

1,992 

175.0 

202.9 

2.6 

163 

209 

■ 

■ 

Reliance  Group  Holdings 

10,400 

4,012 

429 

21.7 

42.6 

9.1 

66 

322 

395 

■ 

Republic  New  York 

25,467 

2,575 

1,413 

24.0 

57.6 

3.7 

294 

138 

186 

85 

Reynolds  Meuls 

5,556 

6,143 

3,264 

532.7 

732.5 

30.5 

225 

■ 

■ 

■ 

Riggs  National 

7,337 

695 

255 

39.4 

54.6 

2.3 

a              265 

417 

404 

Rite  Aid 

1,534 

3,134 

1,323 

103.2 

185.9 

28.9 

■ 

313 

370 

421 

Roadway  Services 

1,273 

2,661 

1,539 

95.5 

236.0 

33.5 

380 

■ 

■ 

■ 

Rochester  Community  Savings  Bank 

3,977 

440 

187 

20.0 

25.8 

1.6 

187 

46 

103 

58 

Rockwell  International 

9,033 

12,534 

5,491 

720.7 

1,331.9 

110.4 

■ 

314 

276 

270 

Rohm  &  Haas 

2,455 

2,661 

2,140 

176.4 

325.9 

12.7 

■ 

■ 

252 

445 

Rorer  Group 

1,792 

1,182 

2,387 

86.5 

150.3 

8.5 

■ 

487 

■ 

Rose's  Stores 

494 

1,508 

126 

8.9 

28.6 

21.0 

■ 

■ 

461 

Rouse 

2,293 

495 

1,158 

9.7 

57.4 

5.1 

■ 

■ 

230 

363 

Rubbermaid 

915 

1,344 

2,609 

116.4 

179.1 

8.4 

■ 

■ 

494 

Russell 

721 

688 

1,052 

64.7 

110.4 

13.1 

275 

177 

380 

Ryder  System 

5,938 

5,073 

1,480 

52.2 

677.4 

43.7 

362 

■ 

■ 

Ryland  Group 

4,212 

1,402 

252 

44.0 

59.9 

2.7 

182 

297 

264 

160 

Safeco 

9,279 

2,808 

2,285 

300.2 

332.6 

8.7 

■ 

■ 

489 

Safety-Kleen 

538 

478 

1,062 

46.0 

80.0 

4.8 

■ 

■ 

400 

St  Joe  Paper 

1,281 

635 

1,380 

67.2 

117.7 

5.6 

■ 

■ 

476 

St  Jude  Medical 

202 

148 

1,092 

50.9 

54.3 

0.4 

427 

■ 

■ 

St  Paul  Bancorp 

3,345 

320 

168 

10.6 

13.8 

1.0 

156 

220 

198 

126 

St  Paul  Cos 

11,030 

3,789 

2,995 

398.2 

449.7 

13.2 

7 

86 

237 

99 

Salomon 

118,250 

8,999 

2,541 

470.0 

549.0 

8.7 

409 

388 

258 

262 

San  Diego  Gas  &  Electric 

3,546 

2,082 

2,363 

187.1 

364.2 

4.3 

247 

282 

193 

■ 

Santa  Fe  Pacific 

6,609 

2,978 

3,138 

-195.4 

115.8 

19.1 

226 

53 

80 

111 

Sara  Lee 

7,229 

11,746 

6,484 

440.8 

782.7 

93.8 

475 

■ 

421 

346 

Scana 

2,985 

1,123 

1,295 

122.6 

244.5 

4.3 

101 

118 

56 

52 

SCEcorp 

16,495 

6,904 

8,302 

778.2 

1,625.3 

17.0 

406 

263 

49 

98 

Schering-Plough 

3,614 

3,158 

8,910 

471.3 

583.2 

21.9 

415 

■ 

■ 

■ 

Charles  Schwab 

3,480 

553 

426 

18.9 

71.5 

2.5 

284 

179 

183 

132 

Scott  Paper 

5,746 

5,066 

3,301 

375.5 

681.7 

28.2 

■ 

■ 

351 

437 

EW  Scripps 

1,565 

1,266 

1,645 

89.3 

237.7 

9.9 

■ 

426 

■ 

395 

Seagate  Technology 

1,866 

1,797 

1,032 

104.7 

189.7 

40.0 

375 

■ 

■ 

■ 

Seamen's 

4,024 

289 

0 

-167.1 

-148.2 

0.4 

12 

6 

38 

16 

Sears,  Roebuck 

86,972 

53,794 

13,152 

1,508.5 

2,169.5 

510.0 

491 

■ 

■ 

■ 

Security  Bancorp 

2,725 

308 

194 

28.6 

33.2 

2.2 

13 

73 

134 

55 

Security  Pacific 

83,943 

10,018 

4,319 

740.6 

856.6 

40.9 

■ 

404 

■ 

■ 

Sequa 

2,344 

1,959 

687 

55.9 

139.3 

16.9 

■ 

252 

■ 

499 

Service  Merchandise 

1,664 

3,307 

367 

72.0 

126.2 

20.0 

424 

■ 

■ 

■ 

SFFed  Corp 

3,386 

418 

97 

-8.6 

-3.7 

0.9 

57 

363 

459 

■ 

ShawDiUt  National 

27,912 

2,262 

1,160 

-128.9 

-52.9 

12.9 

■ 

380 

368 

384 

Sherwin-Williams 

1,375 

2,123 

1,560 

108.9 

153.2 

16.7 

■ 

■ 

396 

■ 

Sigma- Aldrich 

472 

441 

1,401 

64.0 

80.4 

3.5 

129 

■ 

■ 

343 

Signet  Ba  -king 

12,476 

1,372 

721 

123.3 

151.1 

5.7 

■ 

439 

■ 

■ 

Smith's  Food  &  Drug  Centers 

728 

1,732 

670 

26.1 

58.9 

13.8 

■ 

■ 

416 

396 

Snap-on  Tools 

778 

891 

1,326 

104.7 

126.6 

7.3 

■  Not  on 

500  list. 
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In  1 860,  when  Willie  Park,  Sr.  won  the  first  British  Open, 
Allendale  had  been  a  loss  control  champion  for  25  years. 


Prestwick,  Scotland.  Thirty-six  holes  in  one  day.  174 
strokes.  Few  people  thought  he  had  the  stamina.  But  as  he 
approached  the  18th  green,  they  knew  history  was  in  the 
makir\g.  And  when  Willie  Park,  Sr.  became  the  first  person 
to  win  The  British  Open,  Allendale  Insurance  had 
already  been  a  leader  in  property  coverage  and  loss  control 
engineering  for  more  than  two  decades. 

In  a  changing  world  where  events  like  this  shape  history, 
this  is  our  way  of  reminding  you  of  one  progressive,  stable 
company  that's  been  building  long-term  relationships  with 


clients  since  1835.  At  Allendale,  doing  something  right  isn't 
good  enough.  We  find  ways  to  do  it  better.  Like  providing 
more  stable  pricing  and  coverage,  better  engineering  and 
training,  more  in-depth  research  and  testing  and  the  fairest 
ways  of  doii\g  business. 

Isn't  it  time  you  started  a  history  with  Allendale? 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


Tb  BeThe  On- 
Everything  Needs  T6 


For  as  long  as 
theJDepartment  of 
Transportation 
has  been  keep- 
ing records,  one 
airline  has  done  the 
best  job  of  getting 
you  where  you're 
going  on  time: 
American  Airlines, 
the  On-time  Machine! 
And  while  we're  proud 
of  our  on-time  record, 
we're  prouder  still  of  what  it  says 
about  American  Airlines. 


BEING  ON  TIME 

MEANS  BEING  METICULOUS 

IN  EVERY  DETAIL. 

Obviously  for  an  airline  to 
be  on  time,  its  planes  have  to  be 


in  top  condition.  Which  is  why 
American's  maintenance  is  anything 
but  routine.  It's  exacting.  Uncom- 
promising. 

In  fact,  for  every  hour 
in  the  air,  an  American 
Airlines  plane 


ti 
P 


I 


receives  eleven  man-hours  of 
maintenance.  By  skillful  me 
chanics  whose  training  and  expertise^* 
are  unsurpassed  in  the  industry 


\ 


\ 


p 


YOU  CAN'T  BE  ON  TIME 
IF  BAGGAGE  lAGS  BEHIND. 

An  on-time  aidine  demands  an  on- 
time  baggage  system.  So  American 
keeps  coming  up  with  ideas  to  make 


time  Machine, 
RunlJke  Clockwork. 


WE  PUT  OUR  PASSENGERS 
ABOVE  ALL. 

While  an  on- 
time  arrival  is 
what  travelers 
say  they  want 
most  from  an  air- 
line, we  know  it's 
not  the  only  thing. 
Which  is  why  at 
American  Airlines, 
you'll  find  courteous 
and  at- 
tentive service 
every  step  of  the  way 

Because  it's  not  enough 
just  to  get  you  where  you're 
going  on  time.  We  want  to 
be  sure  you  enjoy  the  trip. 

*D.O.T.  cumulative  percentages  of  nonstop  domestic 
flights  arriving  within  15  minutes  of  schedule  for  all  re- 
ported airports,  for  the  seven  largest  airlines  (domestic 
revenue  passenger  miles)  since  September  1987. 


baggage  handling  more  precise. 
Whether  it's  something  as  advanced 
as  electronic  scanning  for  accurate 
sorting,  or  as  simple  as  double- 
tagging  bags  on  connecting  flights. 
At  American  Airlines,  we  under- 
stand the  importance  of  efficient 
baggage  handling.  Because  arriving 
on  time  at  your  destination  doesn't 
mean  anything  if  your  bags  don't. 


AmericanAirlines 

Somethingspecial  in  the  air 
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159 

■ 

479             381 

Society 

10,903 

1,139 

1,088 

110.0 

139,0 

6.0 

349 

■ 

■ 

■ 

Society  for  Savings 

4,417 

537 

188 

46.0 

60.0 

1.3 

457 

M^fl 

308              383 

Sonat 

3,084 

1,778 

1,989 

109.0 

272.1 

4.7 

■ 

453 

383             402 

Sonoco  Products 

995 

l';656 

1,465 

103.6 

170.8 

15.0 

261 

■ 

■ 

■ 

South  Carolina  National 

6,216 

659 

466 

59.2 

80.8 

3.9 

100 

445 

■ 

466 

Southeast  Banking 

16,525 

1,706 

483 

80.5 

118.4 

8.3 

7S 

108 

60                44 

Southern  Company 

22,845 

7,492 

8,090 

846.0 

1,801.0 

31.5 

480 

■ 

■ 

■ 

Southern  National 

2,924 

310 

276 

23.8 

30.8 

2.1 

439 

452 

255             259 

Southern  New  England  Telecommunications 

3,179 

1,671 

2,371 

189.1 

420.7 

13.2 

212 

■ 

■ 

494 

SouthTrust 

7,763 

763 

563 

72.8 

84.0 

4.2 

397 

■ 

■ 

■ 

Southwest  Gas 

3,706 

845 

337 

42.7 

88.3 

2.8 

84 

91 

27                28 

Southwestern  Bell 

21,161 

8,730 

16,532 

1,092.8 

2,984.2 

65.6 

■ 

■ 

446              341 

Southwestern  Public  Service 

1,666 

821 

1,202 

124,9 

180.9 

2,1 

67 

317 

291              180 

Sovran  Financial 

25,442 

2,651 

2,079 

269.2 

346.8 

14.6 

■ 

446 

495              491 

Spiegel 

1,424 

1,696 

1,046 

73.3 

104.1 

9.7 

■ 

414 

■ 

■ 

Springs  Industries 

1,188 

1,909 

635 

64.9 

137.1 

23.5 

■ 

■ 

■ 

463 

SPX 

575 

632 

358 

81.3 

101.0 

5.0 

■ 

463 

431              409 

Square  D 

1,382 

1,631 

1,264 

101.9 

152.8 

20.2 

176 

■ 

■ 

■ 

Standard  Federal  Bank 

9,638 

971 

253 

45.7 

64.1 

2.1 

■ 

402 

377              360 

Stanley  Works 

1,491 

1,972 

1,483 

117.7 

187.5 

18.5 

273 

■ 

■ 

■ 

Star  Banc 

5,949 

636 

546 

58.0 

76.0 

3.6 

171 

■ 

405             399 

State  Street  Boston 

9,983 

1,092 

1,371 

104.0 

124.3 

7.5 

259 

165 

423              171 

Stone  Container 

6,254 

5,330 

1,288 

285.8 

522.9 

27.8 

39 

255 

133              195 

Student  Loan  Marketing  Assn 

35,488 

3,281 

4,436 

257.6 

257.6 

1.8 

■ 

460 

■ 

■ 

Subaru  of  America 

651 

1,637 

316 

-20.1 

-8.0 

1.1 

350 

■ 

■ 

■ 

Sumitomo  Bank  of  California 

4,401 

438 

247 

34.0 

39.9 

1.6 

387 

■ 

■ 

■ 

Summit  Bancorp 

3,865 

425 

342 

52.2 

58.4 

1.9 

191 

76 

153              415 

Sun  Company 

8,699 

9,805 

3,881 

98.0 

500.0 

21.5 

■ 

390 

295               ■ 

Sun  Microsystems 

1,461 

2,062 

2,069 

36.1 

165.4 

10.4 

■ 

468 

411              349 

Sundstrand 

1,503 

1,595 

1,341 

120.8 

217.0 

13.8 

48 

254 

219              146 

SunTrust  Banks 

31,044 

3,296 

2,705 

337.3 

425.5 

20.1 

455 

■ 

■ 

■ 

Sunwest  Financial  Service 

3,086 

310 

176 

20.1 

28.6 

2.3 

■ 

444 

■ 

■ 

Super  Food  Services 

289 

1,710 

180 

16.1 

22.3 

2.1 

497 

62 

316              315 

Super  Valu  Stores 

2,678 

11,000 

1,906 

141.6 

271.3 

37.7 

■ 

114 

232              353 

Sysco 

2,008 

7,326 

2,599 

119.6 

200.0 

18.7 

268 

■ 

■ 

■ 

Talman  Home  Federal  S&L  of  Illinois 

6,063 

568 

65 

20.2 

48.1 

1.9 

■ 

■ 

372                ■ 

Tambrands 

411 

583 

1,536 

1.7 

14.7 

4.5 

■ 

450 

203              358 

Tandem  Computers 

1,668 

1,677 

2,948 

117.8 

232.5 

9.1 

436 

200 

217              159 

Tandy 

3,194 

4,284 

2,710 

3039 

386.9 

37.5 

333 

■ 

■ 

■ 

TCP  Financial 

4,657 

534 

87 

11.1 

25.8 

2.3 

■ 

■ 

353              327 

TECO  Energy 

2,387 

1,060 

1,633 

133.8 

245.7 

4.4 

■ 

485 

■ 

455 

Tecumseh  Products 

1,034 

1,510 

697 

82.6 

126.5 

16.6 

147 

276 

125                ■ 

Tele-Communications 

11,432 

3,026 

4,813 

-257.0 

281.0 

31,2 

418 

234 

158             300 

Teledyne 

3,447 

3,531 

3,810 

150.3 

248.1 

35,1 

■ 

■ 

478               ■ 

Telephone  &  Data  Systems 

771 

240 

1,090 

11.1 

11.1 

2.5 

225 

379 

342             235 

Temple-Inland 

7,249 

2,124 

1,735 

207.4 

3364 

11.5 

96 

39 

5f 

i                79 

Tenneco 

17,381 

14,083 

8,407 

5H4.0 

1,081,0 

92,0 

■  Not  on 

500  list. 
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Robert  was  sold  on  Hevdett-Packard 
PCs  while  he  was  still  in  college. 


He  was  studying  engineering  and 
contends  an  HP  calculator  was  the 
secret  to  his  success.  Since  then, 
HP  LaserJet  printers  have  been  a 
big  help  to  his  growing  company. 
So  when  he  found  he  could  get 
Hewlett-Packard  reliability  in  a 
network  of  personal  computers, 
Robert  decided  to  stay  with  a 
sure  thing. 

With  Intel  286, 386,  and  486™- 
based  models,  HP's  line  of  Vectra 


personal  computers  suits  a  range  of 
business  needs.  Expansion  is 
easily  acconmiodated  with  up  to 
8  accessory  slots,  1.3  gigabytes  of 
hard  disk  storage,  and  64  Mbytes 
ofRAM. 

Beyond  this,  HFs  adherence  to 
industry  standards  ensures  com- 
patibility. Now,  and  into  the  future. 

But  the  most  important  feature 
is  Hewlett-Packard  quality  This, 


along  with  HP's  network  of 
authorized  dealers,  gives  you 
all  the  assurance  you  need.  For 
the  dealer  nearest  you,  call 
1-800-752-0900,  Ext  687B 

There  is  a  better  way 


ti^ 


HEWLETT 
PACKARD 


Ranking 

1  he  Forbes  500s 

U/liorck  tUt^v  rriiitr*    1  QRO 

Company 

Assets          Sales 
!«.Tii!}          iSmil) 

Market 
value 

iSmil) 

Net 

profits 
($mil) 

Cash 
flow 
(SmU) 

Number 

employed 

(thou) 

Assets 

Market 
Sales           value 

Net 
profits 

64 

13                34 

10 

Texaco 

25,636        32,416 

15,423 

2,413.0 

4,075.0 

39.4 

216 

126                ■ 

■ 

Texas  Air 

7,577          6,685 

353 

-885.6 

-367.3 

68.0 

324 

129              202 

167 

Texas  Instruments 

4,804           6,522 

2,955 

291.7 

745.4 

74.8 

97 

199                85 

51 

Texas  Utilities 

17,219          4,J21 

6,228 

779.1 

1,051.1 

15.5 

115 

110              290 

183 

Textron 

13,790           7,440 

2,081 

268.7 

483.0 

59.0 

71 

102              108 

■ 

Time  Warner 

24,791           7,642 

5,360 

-256.0 

275.0 

26.8 

381 

243              130 

162 

Times  Mirror 

3,947          3,475 

4,456 

298.0 

519.2 

28.5 

■ 

482                ■ 

■ 

Timken 

1,566           1,533 

895 

55.3 

146.4 

17.6 

■ 

377              468 

443 

TJX  Cos 

1,096           2,149 

1,129 

86.8 

128.7 

29.0 

319 

461              238 

230 

Torchmark 

4,921           1,634 

2,531 

211.3 

228.6 

6.0 

■ 

500                ■ 

■ 

Tosco 

938           1,441 

283 

40.5 

100.0 

1.3 

459 

185               66 

153 

Toys  "R"  Us 

3,075           4,788 

7,757 

321.1 

386.9 

35.9 

53 

121              201 

148 

Transamerica 

29,840          6,834 

2,960 

332.2 

543.4 

18.0 

372 

281              426 

375 

Transco  Energy 

4,110           2,989 

1,282 

112.5 

317.2 

4.9 

22 

47              181 

115 

Travelers 

56,563         12,523 

3,342 

424.0 

519.3 

37.0 

465 

335              205 

208 

Tribune 

3,051           2,455 

2,938 

242.4 

370.5 

17.1 

■ 

406                ■ 

■ 

Trinova 

1,361           1,942 

932 

32.3 

95.9 

21.9 

452 

■                  ■ 

■ 

Trustmark 

3,108              308 

197 

28.1 

37.8 

1.9 

304 

113              199 

191 

TRW 

5,259           7,340 

2,995 

263.0 

303.0 

73.8 

481 

■                 ■ 

■ 

Tucson  Electric  Power 

2,905              594 

360 

-82.1 

-37.6 

1.1 

■ 

■                260 

■ 

Turner  Broadcasting  System 

2,115           1,059 

2,312 

-27.6 

119.4 

3.3 

■ 

231                ■ 

■ 

Turner  Corp 

861           3,562 

70 

2.8 

13.4 

3.4 

405 

241                ■ 

■ 

TW  Holdings 

3,624          3,485 

351 

-57.3 

102.8 

115.0 

■ 

■                  ■ 

436 

20th  Century  Industries 

1,061              706 

591 

91.0 

105.7 

1.6 

■  Not  or 

>  500  list. 

^^' 
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-Where  they 
Sales 

rank-  19K0 

Company 

Assets 
($mil) 

Sales 
($mil) 

Market 
value 
($mil) 

Net 
profits 
($mil) 

Cash 
flow 
($mil) 

Number 

employed 

(thou) 

Assets 

Market 
value 

Net 
proBts 

■ 

386 

303 

397 

Tyco  Laboratories 

1,356 

2,100 

2,008 

104.7 

163.2 

,13.0 

■ 

285 

337 

401 

Tyson  Foods 

2,592 

2,937 

1,758 

103.7 

196.6 

34.1 

227 

77 

177 

151 

UAL 

7,207 

9,794 

3,431 

324.2 

841.2 

67.8 

133 

■ 

■ 

356 

UJB  Financial 

12,172 

1,224 

755 

118.5 

126.0 

6.4 

105 

455 

■ 

318 

Union  Bank 

15,376 

1,650 

783 

138.9 

160.9 

7.6 

421 

303 

245 

161 

Union  Camp 

3,417 

2,761 

2,428 

299.4 

515.4 

18.6 

197 

90 

195 

80 

Union  Carbide 

8,546 

8,744 

3,079 

573.0 

1,071.0 

45.0 

283 

397 

218 

172 

Union  Electric 

5,760 

2,010 

2,706 

285.6 

568.6 

7.2 

130 

130 

76 

75 

Union  Pacific 

12,459 

6,492 

6,903 

595.0 

1,198.0 

48.1 

378 

■ 

■ 

■ 

Union  Planters 

4,003 

432 

176 

-22.3 

-1.0 

2.6 

■ 

■ 

362 

275 

Union  Texas  Petroleum  Holdings 

1,721 

981 

1,573 

172.6 

326.6 

1.9 

160 

70 

243 

■ 

Unisys 

10,751 

10,097 

2,436 

-639.3 

64.9 

87.7 

369 

■ 

324 

■ 

United  Artists  Entertaiiunent 

4,119 

1,067 

1,846 

-91.9 

51.0 

19.4 

266 

■ 

■ 

■ 

United  Banks  of  Colorado 

6,080 

635 

291 

18.1 

35.2 

3.7 

374 

■ 

■ 

■ 

United  Missouri  Bancshares 

4,038 

385 

373 

37.6 

51.5 

2.7 

98 

451 

388 

299 

US  Bancorp 

16,975 

1,672 

1,452 

150.8 

173.8 

9.7 

■ 

331 

■ 

■ 

US  Shoe 

1,196 

2,492 

950 

51.4 

125.2 

46.0 

110 

25 

77 

60 

United  Technologies 

14,598 

19,532 

6,872 

702.1 

1,322.3 

194.1 

174 

106 

61 

135 

United  Telecommunications 

9,821 

7,549 

7,949 

362.9 

1,324.8 

39.6 

■ 

292 

■ 

■ 

Universal 

1,440 

2,902 

540 

47.3 

72.9 

20.0 

183 

71 

74 

192 

Unocal 

9,257 

10,056 

7,079 

260.0 

1,264.0 

17.8 

196 

410 

363 

293 

UNUM 

8,556 

1,934 

1,571 

155.4 

155.4 

4.1 

434 

290 

73 

271 

Upjohn 

3,247 

2,907 

7,129 

176.0 

296.5 

20.6 

68 

79 

37 

26 

US  West 

25,426 

9,691 

13,620 

1,110.7 

2,823.1 

70.2 

■  Not  on  500  list. 
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A  Reminder  Of  How  Many  Things 
Grow  Naturally  From  The  Center 

Just  as  things  in  nature  expand  and  grow  from  the  center,  business 
expands  naturally  from  Missouri. 

We're  the  geographic  and  population  center  of  the  country.  At 
the  crossroads  of  ten  interstate  highways,  the  second  and  third  largest 
rail  terminals  in  the  country,  and  the  second  largest  inland  waterway. 

Add  to  that  one  of  the  top  ranked  manufacturing  climates 
in  America,  and  you  begin  to  see  why  companies  like  Hallmark  Cards, 
Anheuser-Busch  and  350  other  Fortune  500  companies  have  located 
in  Missouri. 

If  you're  a  manufacturer,  write  or  call  us  toll-free  today.  You'll  find 
that  when  it  comes  to  business,  Missouri's  the  natural  choice. 

II    Missouri 

Advantage 

1-800-523-1434 


Name. 


Company/Title . 

Address 

City 


,  State Zip  . 


Mail  to:  The  Missouri  Advantage,  PO,  Box  118, Jefferson  City.  MO  63102 


8505-FB4 
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Ranking  Ihe  Forbes  500s                     ^^ 

-Where  they 
Sales 

ranlr-   1  OSO 

,                                  Company 

Assets 
($mil) 

Sales 
[SmU) 

Market 
value 

($mil) 

Net 
profits 
($mil) 

Cash 
flow 
(SmU) 

Number 

employed 

(thou) 

Assets 

Market 
value 

Net 
profits 

267 

133 

414 

■ 

USAir  Group 

6,069 

6,252 

1,330 

-63.2 

206.6 

50.7 

116 

187 

251 

362 

USF&G 

13,604 

4,679 

2,395 

116.7 

194.9 

11.9 

■ 

373 

■ 

■ 

USG 

1,602 

2,191 

225 

28.0 

112.0 

14.2 

353 

■ 

■ 

467 

USLife 

4,336 

1,200 

633 

80.3 

90.5 

2.1 

■ 

■ 

208 

257 

UST  Inc 

636 

670 

2,867 

190.5 

207.0 

3.3 

95 

30 

48 

32 

USX 

17,500 

17,533 

9,009 

965.0 

2,301.0 

53.6 

454 

361 

318 

408 

Valhi 

3,098 

2,269 

1,896 

102.3 

203.7 

16.3 

444 

■ 

■ 

■ 

Valley  Bancorp 

3,154 

315 

289 

29.7 

39.4 

2.4 

443 

■ 

■ 

■ 

Valley  Federal  Savings  &  Loan  Assn 

3,170 

338 

4 

-72.9 

-68.7 

1.1 

162 

■ 

■ 

■ 

Valley  National 

10,519 

1,201 

274 

-149.2 

-121.6 

7.3 

■ 

326 

331 

272 

VF 

1,890 

2,533 

1,783 

176.0 

267.0 

44.0 

393 

■ 

213 

332 

Viacom 

3,753 

1,436 

2,762 

131.1 

266.9 

4.7 

■ 

■ 

■ 

406 

Vista  Chemical 

585 

758 

368 

102.8 

140.2 

1.7 

■ 

169 

■ 

■ 

Vons  Cos 

1,655 

5,221 

794 

-25.1 

49.9 

35.0 

■ 

■ 

336 

336 

Vulcan  Materials 

1,003 

1,076 

1,761 

129.4 

220.3 

6.3 

■ 

391 

■ 

■ 

Waban 

537 

2,057 

243 

28.8 

43.7 

11.3 

207 

16 

10 

30 

Wal-Mart  Stores 

8,198 

25,922 

26,325 

1,075.9 

1,345.3 

247.0 

■ 

158 

231 

288 

Walgreen 

1,811 

5,555 

2,599 

158.2 

223.7 

47.4 

■ 

320 

■ 

■ 

Wang  Laboratories 

2,406 

2,620 

906 

-511.0 

-209.0 

28.3 

487 

203 

75 

120 

Warner-Lambert 

2,860 

4,196 

6,944 

412.7 

517.5 

33.5 

248 

■ 

■ 

■ 

Washington  Mutual  Savings  Bank 

6,594 

660 

256 

19.8 

25.1 

2.0 

482 

■ 

■ 

■ 

Washington  National 

2,899 

810 

245 

9.8 

21.5 

3.1 

■ 

498 

187 

243 

Washington  Post 

1,532 

1,444 

3,225 

197.9 

284.0 

6.3 

■ 

■ 

■ 

497 

Washington  Water  Power 

1,392 

590 

634 

72.1 

127.2 

2.5 

253 

194 

31 

82 

Waste  Management 

6,405 

4,459 

15,604 

562. 1 

956.9 

39.4 

■ 

■ 

409 

446 

Weis  Markets 

656 

1,239 

1,359 

86.4 

108.5 

14.5 

27 

156 

169 

73 

Wells  Fargo 

48,737 

5,649 

3,546 

601.1 

754.7 

19.6 

352 

■ 

■ 

■ 

West  One  Bancorp 

4,350 

429 

292 

33.6 

41.3 

2.9 

431 

■ 

■ 

■ 

Western  Capital  Investment 

3,262 

306 

58 

-93.3 

-85.8 

1.5 

88 

45 

43 

36 

Westinghouse  Electric 

20,314 

12,844 

10,750 

922.0 

1,289.0 

122.0 

474 

355 

340 

222 

Westvaco 

2,998 

2,315 

1,738 

220.9 

380.0 

14.9 

■ 

170 

■ 

■ 

Wetterau 

1,047 

5,189 

600 

45.9 

89.1 

14.0 

103 

69 

113 

145 

Weyerhaeuser 

15,976 

10,106 

5,145 

341.1 

822.3 

46.1 

■ 

492 

406 

■ 

Wheelabrator  Technologies 

2,250 

1,493 

1,371 

58.5 

88.8 

9.9 

■ 

■ 

■ 

338 

Wheeling-Pittsburgh  Steel 

1,486 

1,147 

61 

128.8 

175.7 

6.3 

299 

137 

288 

261 

Whirlpool 

5,354 

6,152 

2,090 

187,2 

409.1 

39.4 

396 

210 

224 

256 

Whitman 

3,718 

3,986 

2,659 

190.7 

310.7 

24.6 

490 

■ 

■ 

■ 

Whitney  Holding 

2,766 

2.36 

287 

-60.0 

-52.6 

1.3 

■ 

418 

404 

255 

Willamette  Industries 

1,604 

1,892 

1,373 

191.1 

295.3 

9.3 

384 

442 

427 

■ 

Williams  Cos 

3,900 

1,717 

1,272 

52.5 

193.7 

3.4 

399 

■ 

■ 

■ 

Wilmington  Trust 

3,703 

379 

680 

59.4 

65.0 

1.9 

■ 

83 

253 

309 

Winn-Dixie  Stores 

1,635 

9,486 

2,386 

146.6 

273.8 

88.9 

430 

491 

313 

249 

Wisconsin  Energy 

3,318 

1,493 

1,928 

194.0 

335.7 

5.6 

■ 

470 

■ 

■ 

Witco 

1,139 

1,588 

769 

35.0 

91.8 

7.5 

383 

88 

144 

149 

Wool  worth 

3,907 

8,820 

4,064 

329.0 

533.0 

132.0 

■ 

■ 

312 

393 

Wm  Wrigley  Jr 

499 

993 

1,931 

106.1 

130.8 

5.6 

51 

28 

115 

59 

Xerox 

30,088 

17,635 

5,111 

704.0 

1,469.0 

112.3 

■ 

369 

■ 

■ 

Yellow  Freight  System 

1,082 

2,220 

748 

18.6 

141.9 

29.2 

■ 

479 

■ 

■ 

Zenith  Electronics 

918 

1,549 

267 

-68.4 

-27.9 

32.5 

476 

■ 

B 

■ 

Zk  .  .  Bancorporation 

2,97S 

321 

165 

13.9 

22.7 

2.0 

■  Not  on 

500  list. 
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llittlewishl ., 

in  life  were  as  worry-free  as  those  insured  with  Chubb.  After  all,  Chubb  offers  exceptionally 

broad  protection  for  all  of  your  personal  property.  Ydu  also  get  what  many  consider  to  be  the 

finest  claim  service  in  the  insurance  industry.  And  a  Chubb  policy  is  always  written  in  plain 

English,  because  the  better  you  understand  your  coverage,  the  better  you  feel.  i ^--^^ 

With  insurance  from  Chubb,  you  may  spend  a  lot  less  time  worrying         f        ^ 

about  your  house  and  boat.  But  you  can  always  spend  more  time  worrying  about         \         > 

your  golf  scores.  Ask  your  agent  or  broker  about  Chubb,  or  call  800-922-0533.         ' — 

CMUBe 

Chubb  Group  of  InMirance  Companies  is  proud  to  participate  in  "American  Playhouse'.'  Watch  for  it  on  PBS. 


- 

.^^  n^ 

i . 

r 

The  Forbes  500s  oii^all  Street 

i                    ' 

How  have  the  783  giants  of  American  business 
performed  in  the  stock  market?  What  do  the 
analysts  predict  for  earnings  this  year?  How 
do  the  stocks  compare  in  their  price/earnings 
and  price/sales  ratios? 

Company/fiscal  year-end 

Ticker 
symbol 

excb 

5-year 
high-low 

-Stock  price- 
1 2-month 
high-low 

Stock  performance 
— latest  12  months- 
price       relative  tc 
change        market 

pi 

»      5-year 
high-low 

— Stock  price 

price/ 
sales 

recent 

latest 
12  months 

1990 
est 

Abbott  Laboratories/Dec 

ABT 

n 

70-  25 

70-  51 

633/4 

23% 

110% 

28- 

13 

16.6 

14.4 

2.61 

Aetna  Life  &  Cas/Dec 

AET 

n 

68-  39 

63-  48 

48'/2 

-3 

87 

25- 

6 

8.5 

8.9 

0.28 

HF  Ahmanson/Dec 

AHM 

n 

29-  10 

25-  16 

17 

3 

92 

13- 

4 

8.7 

6.4 

0.38 

Air  Prods  &.  Chems/Sept 

APD 

n 

54-  24 

51-  40 

49'/4 

19 

106 

NM- 

9 

12.9 

12.2 

1.03 

Albertson's/Jan 

ABS 

n 

60-  14 

60-  40 

54% 

37 

122 

21- 

11 

18.6 

16.1 

0.49 

Alco  Standard/Sept 

ASN 

n 

37-  15 

37-  26 

3178 

23 

109 

18- 

8 

11.6 

11.9 

0.31 

Alexander  &  Alexander/Dec 

AAL 

n 

42-  16 

34-  24 

2578 

5 

94 

29- 

9 

17.9 

14.6 

0.84 

Alexander  &  Baldwin/Dec 

ALEX 

0 

40-  11 

40-  28 

29 

-19 

72 

15- 

7 

6.6 

10.2 

2.16 

Allegheny  Ludlum/Dec 

ALS 

n 

44-  15* 

44-  32 

41 

8 

96 

14- 

5* 

6.9 

9.0 

0.78 

Allegheny  Power/Dec 

AY? 

n 

54-  28 

43-  36 

39'/4 

9 

97 

13- 

8 

10.6 

10.0 

0.92 

Allied-Signal/Dec 

ALD 

n 

55-  26 

40-  32 

3578 

11 

99 

NM- 

6 

10.1 

10.1 

0.44 

Alltel/Dec 

AT 

n 

42-  12 

42-  27 

32 

16 

103 

18- 

8 

13.8 

12.7 

1.73 

Alcoa/Dec 

AA 

n 

80-  30 

80-  58 

655/8 

14 

101 

NM- 

5 

6.2 

7.8 

0.53 

ALZA  Corp/Dec 

AZA 

a 

46-  10 

46-  24 

38% 

59 

142 

NM- 

38 

70.5 

42.1 

15.15 

AMAX/Dec 

AMX 

n 

30-  11 

30-  21 

25% 

10 

98 

NM- 

2 

6.2 

8.3 

0.57 

AmBase/Dec 

ABC 

n 

32-     7* 

16-     7 

71/8 

-49 

45 

NM- 

3* 

2.5 

3.5 

0.07 

Amdahl/Dec 

AMH 

a 

28-     5 

23-  11 

145/8 

-13 

78 

45- 

7 

10.5 

9.6 

0.76 

Amerada  Hess/Dec 

AHC 

n 

52^  17 

52-  36 

47 

32 

118 

NM- 

6 

8.0 

13.9 

0.68 

American  brands/Dec 

AMB 

n 

82-  27 

82-  62 

641/4 

1 

90 

17- 

7 

9.9 

9.1 

0.85 

American  Capital/Dec 

ACC 

a 

9-    V„ 

,      3-    V,6 

■'/8 

-84 

14 

NM- 

6 

NM 

NA 

0.01 

American  Cyanamid/Dec 

ACY 

n 

60-  24 

60-  47 

SlVs 

2 

91 

26- 

10 

16.6 

12.8 

1.02 

American  Electric/Dec 

AEP 

n 

33-  20 

33-  26 

301A 

17 

104 

13- 

8 

9.4 

9.4 

1.15 

American  Express/Dec 

AXP 

n 

41-  20 

39-  27 

2678 

-10 

80 

40- 

10 

10.0 

8.9 

0.45 

American  Family/Dec 

AFL 

n 

23-     6 

23-  15 

14% 

-8 

82 

23- 

9 

14.8 

9.5 

0.49 

American  General/Dec 

AGC 

n 

47-  27 

39-  28 

315/8 

-4 

85 

14- 

« 

8.4 

8.8 

0.82 

American  Greetings/Feb 

AGREA         0 

42-  13 

37-  22 

34 

49 

132 

20- 

9 

16.1 

13.1 

0.86 

American  Home  Prods/Dec 

AHP 

n 

110-  55 

110-  85 

995/8 

18 

105 

19- 

10 

14.1 

12.6 

2.31              ' 

American  IntI  Group/Dec 

AIG 

n 

112-  35 

112-  76 

93% 

21 

108 

26- 

7 

11.3 

11.1 

1.08 

American  Natl  Ins/Dec 

ANA! 

0 

51-  23 

39-  33 

34% 

-1 

88 

17- 

7 

9.5 

10.0 

0.95 

American  Petrofina/Dec 

APL\ 

a 

90-  38 

90-  67 

75 '/i 

2 

91 

19- 

7 

9.6 

NA 

0.38 

American  President/Dec 

APS 

n 

51-  14 

38-  22 

245/8 

-33 

60 

NM- 

4 

NM 

28.3 

0.22 

•Range  is  for  less  than  period  indicated.     NA 
def:  Deficit.    Stcx:k  prices  as  of  Mar.  23, 1990 

Not  available  or  applic  'hi 

f,     NM.  Not  meaningfu 

R:  Estimatt 

.      D-1):  I)f 

icit  to  deficit 

1)  1'  !H.'(lcil  to  piofli 
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As  A  GROUP,  the  783  stocks  appearing  on  at  least  one 
Forbes  500  list  went  up  an  average  8%  in  the  year 
I  ended  Mar.  23,  1990.  Even  with  dividends,  that's  no 
great  shakes,  what  with  riskless  one-year  cos  and  Treasury 
bills  returning  more  than  9%.  What  happened?  Much  of  the 
damage  came  from  busted  savings  and  loans,  whose  stocks 
collapsed,  dragging  the  whole  list  down.  Of  the  15  worst- 
performing  companies,  1 1  are  thrifts.  Also,  this  performance 
figure  is  equal-weighted.  This  means  the  46%  gain  in  Wal- 
Mart  Stores,  which  has  a  market  capitalization  of  $26  billion, 
had  less  impact  than  the  85%  loss  in  Crossland  Savings, 
whose  market  value  is  only  $29  million.  Minus  the  thrifts, 
the  list  didn't  do  much  worse  than  the  overall  market. 

A  capitalization-weighted  index  of  the  overall  market,  the 
Investor's  Daily  6,000,  rose  12.3%  during  the  latest  12 
months.  We  use  this  index  to  calculate  the  relative-to-market 
performance  of  the  783  companies  below.  This  means  that  a 
company  with  a  relative  performance  of  100  tied  the  index.  In 
general,  the  relative  performance  figure  works  this  way:  Cal- 
culate the  ending  value  of  $100  invested  in  the  stock,  then 


divide  by  the  ending  value  of  $1  invested  in  the  market. 

In  this  table  we  designate  as  fiscal  1989  any  fiscal  year 
ending  between  June  1989  and  May  1990.  Earnings  reflect 
discontinued  operations  but  don't  include  extraordinary 
items.  Earnings  estimates  for  next  year  were  provided  by  the 
Institutional  Brokers  Estimate  System.  If  a  firm  has  not 
reported  1989  earnings  we  substitute  the  ibes  estimate,  if 
available,  and  mark  the  figure  with  an  "E." 

The  estimate  usually  reflects  several  analysts'  opinions 
about  next  year's  earnings.  The  "confidence  factor  on  esti- 
mate" (ranging  from  very  high  to  very  low)  shows  how  much 
or  how  little  agreement  there  is  among  the  analysts.  To 
illustrate,  the  very  low  confidence  factor  assigned  to  Texas 
Air  means  there  is  wide  divergence  of  opinion. 

Our  five-year  price  range  runs  from  Mar.  29,  1985  to  Mar. 
23,  1990.  These  prices  are  adjusted  for  stock  splits  but  not  for 
spinoffs  or  special  cash  dividends.  But  those  distributions 
were  counted  in  the  latest  12-month  performance.  William 
O'Neil  8k  Co.  of  Los  Angeles,  publisher  of  Investor's  Daily, 
provided  most  of  the  stock  market  data. 


indicated 
rate 

Divide 

yield 

, 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

16.0% 

$3.85 

$3.85 

$4.42 

15% 

30 

very  high 

$1.68 

2.6% 

44% 

19% 

3.3 

5.69 

5.69 

5.45 

-4 

31 

average 

2.76 

5.7 

49 

5 

4.4 

1.95 

1.95 

2.65 

36 

15 

average 

0.88 

5.2 

45 

25 

7.9 

3.83 

4.04 

4.05 

0 

25 

average 

1.32 

2.7 

34 

21 

2.6 

2.93 

2.93       . 

3.38 

15 

24 

high 

0.96 

1.8 

33 

18 

2.6 

2.75 

3.94 

2.68 

-32 

14 

high 

0.84 

2.6 

31 

7 

4.7 

1.45 

1.45 

1.77 

22 

22 

average 

1.00 

3.9 

69 

0 

32.7 

4.38 

4.38 

2.85 

-^5 

6 

average 

0.80 

2.8 

18 

12 

11.3 

5.94 

5.94 

4.55 

-23 

7 

low 

1.20 

2.9 

20 

NA 

8.6 

3.72 

3.72 

3.93 

6 

23 

high 

3.16 

8.1 

85 

3 

4.4 

3.55 

3.55 

3.54 

0 

18 

average 

1.80 

5.0 

51 

0 

12.6 

2.32 

2.32 

2.53 

9 

18 

high 

1.28 

4.0 

55 

9 

8.7 

10.67 

10.67 

8.47 

-21 

27 

low 

3.00 

4.6 

28 

25 

22.9 

0.55 

0.55 

0.92 

67 

14 

average 

none 

NA 

NA 

NA 

9.3 

4.19 

4.19 

3.09 

-26 

19 

low 

0.80 

3.1 

19 

NA 

2.7 

2.82 

2.82 

2.06 

-27 

13 

low 

0.20 

2.8 

7 

NA 

7.3 

1.39 

1.39 

1.52 

9 

24 

average 

0.10 

0.7 

7 

0 

8.5 

5.87 

5.87 

3.39 

-42 

24 

low 

0.60 

1.3 

10 

-16 

8.7 

6.51 

6.51 

7.04 

8 

23 

average 

2.72 

4.2 

42 

6 

def 

-1.55 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

6.1 

3.12 

3.12 

4,03 

29 

20 

average 

1.35 

2.6 

43 

9 

12.2. 

3.25 

3.25 

3.24 

0 

25 

very  high 

2.40 

7.9 

74 

1 

4.6s 

2.70 

2.70 

3.03 

12 

25 

average 

0.92 

3.4 

34 

9 

3.3 

1.00 

1.00 

1.56 

56 

20 

average 

0.32 

2.2 

32 

18 

11.0 

3.76 

3.76 

3.59 

-5 

28 

average 

1.58 

5.0 

42 

11 

5.4 

2.11 

2.25E 

.2.60 

16 

13 

high 

0.66 

1.9 

31 

5 

16.3 

7.07 

7.07 

7.89 

12 

34 

very  high 

4.30 

4.3 

61 

8 

9.7 

8.29 

8.29 

8.43 

2 

31 

high 

0.48 

0.5 

6 

21 

10.0 

3.59 

3.59 

3.44 

-4 

6 

average 

1.60 

4.7 

45 

10 

3.9 

7.81 

7.81 

NA 

NA 

NA 

NA 

3.20 

4.3 

41 

NA 

0.5 

-0.04 

-0.04 

0.87 

DP 

12 

low 

0.60 

2.4 

NM 

4 

Sources:  William  O'Neit  &  Co 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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af  reasons  why  Volvo 
ieves  in  tomorrow. 


I 


n  the  mid-1930s  the  co-founder 
of  Volvo,  Assar  Gabrielsson,  wrote  a 
manual  for  his  salesmen. 

A  product,  he  explained,  can  be 
inexpensive  without  being  cheap.  "If 
we  always  use  the  best  methods  of 
manufacture,  use  the  finest  materials 
and  take  meticulous  care,  we'll  produce 
a  longer  lasting  product  and  one  that's 
cheaper  to  use  than  oil 

Gabrielsson  re-emphai:,    .d  this 
thought  when  he  said  "a  car  is  made  by 
people  for  people.  The  guidiug  prin- 
iple  behind  everything  we  make  at 


Volvo  is  and  must  remain  ...  safety." 

Two  decades  later,  in  1956,  Gunnar 
Engellau,  took  over  as  Chief  Executive 
Officer.  "I  raise  my  hat  to  everything 
accomphshed  to  date",  he  said,  "and  roll 
up  my  sleeves  to  work  for  tomorrow." 

Speedily  expanding  production 
capacity,  Engellau  established  Volvo 
operations  in  both  Europe  and  the 
United  States. 

Since  1971  Volvo  has  been  energet- 
ically led  by  Pehr  G  Gyllenhammar.  He 
has  reshaped  Volvo  into  a  broad-based 
and  truly  international  industrial  group. 


1 


m- 


Gyllenhammar  has  won  worldwide 
acclaim  for  implementing  such  daring 
innovations  as  the  abandonment  of  the 
production  line  to  make  the  workplace 
more  humane. 

Volvo's  drive  for  high  quality,  its  care 
for  people  and  its  responsibility  for  its 
actions  continue  unabated. 

"I  trust.and  believe  Volvo  will  re- 
main strong,"  Pehr  G  Gyllenhammar 
said  recently.  "Financial  health  is  vital 
to  Volvo,  but  the  well-being  of  people 
is  equally  important." 


VOLVO:  7%000  em- 
ployees worldwide.  Sales 
US  $15  billion.  Business 
activities  encompass  cars, 
truckSy  buses,  marine  and 
industrial  engines,  aero- 
space, food  and  finance. 
Our  position  as  a  major 
international  group  with 
substantial  operations  in 
Europe  and  North  Amer- 
ica is  a  result  of  quality, 
safety,  high  ethical  stan- 
dards and  showing  care 
for  people  and  the 
environment. 


VOIIVO 
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he  Forbjes  500s 

>  Oil 

W^l  Street 

Ticker 
.symbol 

exch 

5-year 
high- low 

Stock  price- 
1 2-month 
high-low 

5  :ocV  performance 
-  viest  12  months — 
pj.ce       relative  to 
'.hange        market 

Stock  price 

« 

price/ 
sales            ! 

1 
1 

recent 

5-year 
high-low 

latest 
12  months 

1990 
est 

Americau  S;--;;'   vi::.-                     ASB 

n 

25-     4» 

19- 

4 

4'/2 

-73% 

24% 

NM- 

1* 

NM 

5.6 

0.06 

Amerir-<n  '"•i.--:   •.■'  ui 

ASC 

n 

86-  42 

7*- 

51 

62 

11 

99 

32- 

9 

18.0 

16.1 

010 

Anieric=«5i  Tei  «.  TvVDtQ 

T 

n 

47-  20 

47- 

30 

41'/2 

32 

117 

NM- 

12 

16.6 

14.4 

1.24 

AsatrWUs  osiih/Sept 

AMRI 

0 

20-     2* 

13- 

2 

3% 

-74 

23 

NM- 

6» 

NM 

NA 

0.09 

.\raeritech/Doc 

AIT 

n 

68-  27 

68- 

50 

60'/8 

17 

104 

15- 

8 

13.1 

12.5 

1.59 

A'a»i;i:::-ust/Dec 

AMTR 

0 

29-  15 

29- 

20 

19'/2 

-17 

74 

NM- 

6 

6.3 

5.8 

0.61 

Ames  Dep»  Stores/Jan 

ADD 

n 

35-     5 

20- 

5 

478 

-68 

28 

NM- 

11 

NM 

8.6 

O03 

Amoco/Dec 

AN 

n 

57-  27 

57- 

40 

52^8 

30 

116 

26- 

7 

16.7 

13.6 

1.11 

AMP/Dec 

AMP 

n 

72-  28 

52- 

40 

51% 

26 

112 

42- 

14 

19.7 

18.0 

1.98 

AMR/Dec 

AMR 

n 

107-  27 

107- 

53 

65 

16 

103 

19- 

6 

9.1 

13.0 

0.39 

AmSouth  Bancorp/Dec 

ASO 

n 

39-  18 

29- 

22 

223/8 

-8 

82 

15- 

7 

8.6 

6.5 

0.61 

Anadarko  Petroleum/Dec 

APC 

n 

39-  18* 

39- 

25 

3F/8 

27 

114 

NM- 

21* 

34.7 

25.5 

4.62 

Anchor  Savings  Bank/June 

ABKR 

0 

13-     1* 

6- 

1 

13/4 

-63 

33 

NM-  NM* 

NM 

NA 

0.03 

Anheuser-Busch  Cos/Dec 

BUD 

n 

46-  13 

46-  34 

37% 

11 

99 

21- 

10 

14.1 

12.9 

1.13 

Aon/Dec 

AOC 

D 

43-  21 

43- 

29 

35 '/4 

21 

107 

13- 

7 

10.0 

9.1 

0.97 

Apple  Bancorp/Dec 

APK 

n 

39-  11 

39- 

31 

32'/4 

-2 

88 

13- 

4 

7.0 

6.0 

0.41 

Apple  Computer/Sept 

AAPL 

0 

60-     7 

50- 

32 

42'/4 

23 

109 

35- 

10 

12.5 

11.5 

098 

Archer  Daniels/June 

ADM 

n 

24-     7 

24- 

15 

213/4 

46 

130 

17- 

9 

12.7 

12.2 

0.80 

Argonaut  Group/Dec 

AGn 

o 

72-  19* 

72- 

51 

70 

33 

119 

16- 

2* 

8.5 

8.4 

1.21 

Arkla/Dec 

ALG 

n 

28-  16 

28- 

20 

23 '/4 

12 

100 

NM- 

12 

NM 

15.7 

0.90 

Armco/Dec 

AS 

n 

15-     4 

14- 

9 

lOVg 

6 

95 

NM- 

4 

6.0 

107 

0.39 

Armstrong  World  Inds/Dec 

ACK 

n 

51-  16 

51- 

32 

34'/8 

-2 

87 

16- 

7 

8.7 

10.4 

056 

Arvin  Industries/Dec 

ARV 

n 

40-  14 

27- 

14 

16'/4 

-24 

68 

NM- 

6 

25.8 

12.5 

0.20 

Asarco/Dec 

AR 

n 

36-  10 

36- 

26 

29 

8 

97 

NM- 

2 

5.3 

8.1 

0.55 

Ashland  Oil/Sept 

ASH 

n 

43-   14 

43- 

34 

35 '/2 

-8 

82 

NM- 

6 

NM 

11.0 

0.26 

Atlantic  Energy /Dec 

ATE 

n 

47-  24 

40- 

33 

36'/8 

9 

97 

15- 

7 

9.7 

9.6 

1.16 

Atlantic  Richfield/Dec 

ARC 

n 

117-  45 

117- 

88 

114'/8 

28 

114 

NM- 

9 

101 

12.2 

1.22 

Autodesk/Jan 

ACAD 

0 

50-     4 

50- 

27 

48 '/2 

76 

157 

38- 

15 

25.4 

19.7 

6.58 

Automatic  Data/June 

AUD 

n 

55-  21 

54- 

36 

52 '/2 

44 

128 

31- 

14 

19.6 

18.2 

2.31 

Avery  International/Nov 

AVY 

n 

3S-  15 

33- 

23 

26'/! 

16 

104 

32- 

11 

13.5 

12.2 

0.68 

Avnet/June 

AVT 

n 

40-   19 

34- 

22 

iWi 

41 

125 

61- 

13 

17.5 

16.3 

061 

Avon  Products/Dec 

AVP 

n 

41-   18 

41- 

21 

3478 

64 

146 

NM- 

10 

NM 

13.5 

O60 

Baker  Hughes/Sept 

BHI 

n 

29-  ir 

29- 

16 

27'/4 

65 

147 

NM- 

13* 

37.9 

26.5 

1.41 

Bally  Manufacturing/Dec 

ELY 

n 

30-   10 

30- 

10 

12'/4 

-Ai 

50 

NM- 

15 

18.6 

9.5 

017 

Baltimore  Bancorp/Dec 

EBB 

n 

25-  10 

16- 

10 

12'/8 

-7 

83 

NM- 

6 

8.9 

8.0 

0.46 

Baltimore  G&E/Dec 

BGE 

n 

40-  20 

35- 

29 

293/4 

4 

93 

13- 

6 

9.8 

9.3 

1.20 

Banc  One/Dec 

ONE 

n 

34-  14 

34- 

22 

27 '/2 

22 

109 

16- 

8 

11.4 

8.7 

1.25 

Banco  Popular  PR/Dec 

BPOP 

o 

26-   10 

26- 

19 

193/8 

-3 

87 

10- 

6 

6.9 

6.6 

0.61 

Bancorp  Hawaii/Dec 

BNHI 

0 

6.3-  19 

63- 

41 

47y8 

15 

102 

12- 

7 

8.8 

7.9 

0.94 

Bandag/Dec 

BDG 

n 

89-  24 

89- 

67 

85  y^ 

25 

112 

20- 

10 

16.4 

15.0 

2.36 

Bank  of  Boston/Dec 

BKB 

n 

38-  14 

31- 

14 

14'/! 

-41 

52 

NM- 

4 

18.1 

4.7 

0.15 

Bank  of  New  England/Dec 

NEB 

n 

40-     3 

24- 

3 

43/4 

-80 

18 

NM- 

5 

NM 

4.6 

0.09 

Bank  of  New  York/Dec 

BK 

a 

55-  25 

55-  34 

IS'A 

-20 

71 

NM- 

5 

NM 

5.4 

043 

Bank  South/Dec 

BKSO 

0 

21-     9 

14- 

10 

mVA 

-21 

70 

19- 

7 

7.6 

7.0 

0.65 

BankAmerica/Dec 

BAC 

n 

36-     5 

36-  22 

27Vr 

23 

109 

NM- 

2 

7.3 

5.4 

051 

Bankers  Trust  NY/Dec 

BT 

n 

58--  26 

58-  36 

38'/- 

-3 

87 

NM- 

3 

NM 

5.0 

0.44 

BanPonce/Dec 

BDEP 

0 

50-  15 

50- 

25 

47V4 

87 

167 

15- 

4 

13.4 

12  1 

0H5 

•Range  is  for  less  than  period  indicated.    NA:  I 
def:  Deficit.    Stock  prices  as  of  Mar.  23,  1990. 
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I^Hi^^^HI^^HII^^^HII^^HH 

indicated 
rate 

Divid( 

yield 

J 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

0.5% 

$-0.49 

$-0.49 

$0.80 

DP 

4 

average 

$0.80 

17.8% 

NM 

51% 

0.5 

3.45 

3.45 

3.85 

12% 

14 

average 

1.12 

1.8 

32% 

11 

7.5 

2.50 

2.50 

2.89 

16 

31 

high 

1.32 

3.2 

53 

2 

def 

-11.95 

-11.19 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

12.1 

4.59 

4.59 

4.83 

5 

25 

very  high 

3.16 

5.3 

69 

8 

9.7 

3.11 

3.11 

3.34 

7 

10 

high 

1.28 

6.6 

41 

13 

0.0 

-0.31 

-0.35E 

0.57 

DP 

14 

very  low 

none 

NA 

NA 

NA 

6.7 

3.12 

3.12 

3.83 

23 

40 

average 

2.04 

3.9 

65 

4 

10.0 

2.63 

2.63 

2.89 

10 

28 

average 

1.36 

2.6 

52 

15 

4.3 

7.16 

7.16 

5.02 

-30 

25 

low 

none 

NA 

NA 

NA 

7.1 

2.60 

2.60 

3.46 

33 

13 

high 

1.40 

6.3 

54 

8 

13.3 

0.92 

0.92 

1.25 

36 

31 

low 

0.30 

0.9 

33 

27 

def 

-3.50 

-2.40 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

8.1 

2.68 

2.68 

2.94 

10 

28 

high 

0.88 

2.3 

33 

22 

J                       10.0 

3.54 

3.54 

3.86 

9 

24 

high 

1.52 

4.3 

43 

9 

5.9 

4.60 

4.60 

5.38 

17 

5 

average 

1.40 

4.3 

30 

NA 

8.2 

3.39 

3.53 

3.68 

4 

46 

average 

0.44 

1.0 

13 

74 

6.2 

1.71 

1.51 

1.78 

18 

21 

high 

0.10 

0.5 

6 

7 

14.9 

8.26 

8.26 

8.35 

1 

3 

average 

1.60 

2.3 

19 

NA 

def 

-1.07 

-1.07 

1.48 

DP 

18 

average 

1.08 

4.6 

NM 

0 

6.8 

1.78 

1.78 

0.99 

-44 

15 

low 

0.40 

3.8 

22 

NA 

7.5 

3.92 

3.92 

3.27 

-17 

15 

average 

1.06 

3.1 

27 

15 

1.2 

0.63 

0.63 

1.30 

106 

9 

low 

0.68 

4.2 

108 

4 

10.5 

5.50 

5.50 

3.60 

-35 

19 

low 

1.60 

5.5 

29 

NA 

0.2 

0.23 

1.55 

3.24 

109 

27 

low 

1.00 

2.8 

NM 

6 

11.5 

3.74 

3.74 

3.78 

1 

10 

high 

2.88 

8.0 

77 

3 

12.7 

11.26 

11.26 

9.39 

-17 

47 

average 

5.00 

4.4 

44 

3 

26.0 

1.91 

1.91 

2.-16 

29 

16 

high 

0.40 

0.8 

21 

NA 

11.6 

2.68 

2.53 

2.88 

14 

28 

very  high 

0.60 

1.1 

22 

16 

5.0 

1.96 

1.96 

2.18 

11 

17 

average 

0.64 

2.4 

33 

13 

3.5 

1.76 

1.51 

1.89 

25 

13 

average 

0.60 

2.0 

34 

2 

1.7 

0.34 

0.34 

2.58 

NM 

18 

average 

1.00 

2.9 

NM 

-19 

4.0 

0.72 

0.64 

1.03 

61 

34 

average 

0.46 

1.7 

64 

NA 

1.2 

0.66 

0.66 

1.29 

95 

8 

very  low 

0.30 

2.4 

45 

9 

5.1 

1.36 

1.36 

1.52 

12 

7 

average 

0.60 

4.9 

44 

29 

13.8 

3.05 

3.05 

3.19 

5 

23 

average 

2.10 

7.1 

69 

5 

11.0 

2.42 

2.42 

3.18 

31 

34 

average 

1.04 

3.8 

43 

12 

8.9 

2.82 

2.82 

2.95 

5 

1 

NM 

0.80 

4.1 

28 

11 

10.5 

5.41 

5.41 

6.05 

12 

9 

high 

1.56 

3.3 

29 

3 

14.5- 

5.22 

5.22 

5.72 

10 

12 

high 

1.00 

1.2 

19 

12 

1.0 

0.80 

0.80 

3.09 

286 

23 

low 

1.24 

8.6 

155 

11 

def 

-16.11 

-16.11 

1.03 

DP 

12 

very  low 

none 

NA 

NA 

NA 

0.9 

0.24 

0.24 

6.56 

NM 

20 

average 

2.12 

6.0 

NM 

15 

8.5 

1.42 

1.42 

1.54 

8 

6 

high 

0.48 

4.5 

34 

12 

7.2 

3.79 

3.79 

5.16 

36 

29 

average 

1.00 

3.6 

26 

NA 

def 

-12.10 

-12.10 

7.82 

DP 

25 

average 

2.33 

6.0 

NM 

14 

6.3    * 

3.56 

3.56 

3.95 

11 

2 

NM 

1.60 

3.4 

45 

14 

Sources  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Lotus  One  Source;  Forbes. 
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■  The  Forbes  500$ 

on 

Wall  Street 

. 

^ 

^        . 

Company/fiscal  year-end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  performance 
— ^latest  12  months — 
price       relative  to 
change        market 

— Stock  price 



J 

pnce/            U 
sales             ' 

12-month 
high-low 

recent 

5-year          latest 
high-low    12  months 

1990 
est 

Bamett  Banks/Dec 

BBI 

n 

42- 

22 

40-  29 

29 

-11% 

79% 

14- 

7 

7.1 

6.5 

0.60 

Bausch  &  Lomb/Dec 

BOL 

n 

67- 

25 

67-  47 

58 1/8 

24 

111 

20- 

11 

15.4 

13.4 

1.42 

Baxter  lotemational/Dec 

BAX 

n 

29- 

12 

26-  19 

24 

23 

Vio 

33- 

12 

16.0 

13.8 

0.81 

Bay  View  Capital/Dec 

BVFS 

0 

27- 

12'* 

27-  16 

17% 

-11 

79 

6- 

4- 

6.5 

NA 

0.36 

BayBanks/Dec 

BBNK 

0 

52- 

18 

47-   18 

17% 

-57 

38 

13- 

5 

4.5 

4.5 

0.25 

BB&T  Financial/Dec 

BBTF 

0 

25- 

13 

25-  17 

19% 

18 

105 

14- 

7 

8.6 

8.1 

0.75 

Bear  Steams  Cos/June 

BSC 

n 

22- 

7* 

17-  12 

125/8 

0 

89 

17- 

5» 

9.0 

8.8 

0.46 

Becton  Dickinson/Sept 

BDX 

n 

69- 

23 

63-  49 

60 

22 

108 

23- 

11 

11.1 

12.9 

1.25 

Bell  Atlantic/Dec 

BEL 

n 

114- 

41 

114-  75 

915/8 

22 

109 

21- 

8 

16.9 

12.6 

1.58 

BellSouth/Dec 

BLS 

n 

59- 

23 

59-  41 

535/8 

29 

115 

17- 

8 

15.1 

14.1 

1.85 

Beneficial  Corp/Dec 

BNL 

n 

79- 

29 

57-  45 

48% 

5 

94 

NM- 

5 

9.8 

8.9 

0.69 

Bergen  Brunswig/ Aug 

BBCA 

a 

27- 

8 

27-  21 

24'/2 

14 

102 

26- 

10 

14.2 

13.7 

0.20 

Berkshire  Hathaway/Dec 

BRK 

n     8900-1730 

8900-4700 

7100 

45 

129 

42- 

11 

18.2 

28.4 

3.28 

Bethlehem  Steel/Dec 

BS 

n 

29- 

5 

25-  15 

19% 

-16 

75 

NM- 

4 

6.7 

8.4 

0.28 

Beverly  Enterprises/Dec 

BEV 

n 

22- 

4 

10-     4 

4% 

-A7 

47 

NM- 

12 

NM 

52.8 

0.12 

BHC  Commun/Dec 

BHC 

a 

54- 

40 

54-  40* 

47'/8 

0 

0 

NA-  NA 

1.7 

NA 

5.57 

Bindley  Western  Inds/Dec 

BIND 

0 

17- 

6 

11-     8 

10 

33 

119 

38- 

10 

20.4 

11.6 

0.04 

Black  &  Decker/Sept 

BDK 

n 

27- 

13 

25-  15 

i7y8 

-9 

81 

NM- 

10 

NM 

14.0 

0.29 

H&R  Block/Apr 

HRB 

n 

37- 

12 

37-  26 

35% 

29 

115 

25- 

11 

17.7 

14.6 

1.94 

Blockbuster/Dec 

BV 

n 

22- 

% 

22-  12 

17 

36 

121 

NM- 

7 

29.8 

NA 

3.03 

Boatmen's  Bancshares/Dec 

BOAT 

0 

48- 

27 

40-  31 

31% 

-3 

86 

17- 

7 

8.5 

7.5 

0.75 

Boeing/Dec 

BA 

n 

73- 

23 

73-  43 

73'/4 

69 

150 

25- 

11 

24.9 

12.9 

0.83 

Boise  Cascade/Dec 

BCC 

n 

52- 

22 

48-  35 

38% 

-7 

82 

28- 

6 

6.3 

10.7 

0.34 

Borden/Dec 

BN 

n 

39- 

11 

39-  28 

32% 

15 

102 

NM- 

8 

NM 

12.5 

0.64 

Boston  Edison/Dec 

BSE 

n 

28- 

13 

22-  16 

185/8 

14 

101 

NM- 

7 

NM 

10.2 

0.57 

Bowater/Dec 

BOW 

n 

45- 

20 

34-  23 

26'/2 

-4 

85 

27- 

6 

6.9 

9.5 

0.65 

Bristol-Myers  Squibb/Dec 

BMY 

n 

58- 

27 

58-  46 

52'/4 

12 

100 

37- 

11 

36.5 

15.9 

2.99 

Broad/Sept 

BRO 

n 

19- 

6 

13-     7 

9 

24 

ill 

21- 

2 

10.2 

10.2 

0.47 

Brown-Forman/Apr 

BFB 

a 

92- 

22 

92^  58 

68 

11 

99 

25- 

9 

24.6 

11.3 

1.92 

Brown  Group/Jan 

BG 

n 

44- 

22 

36-  22 

24% 

-25 

66 

28- 

9 

12.8 

11.0 

0.24 

Browning-Ferris  Inds/Sept 

BFI 

n 

43- 

10 

43-  29 

34% 

21 

108 

31- 

14 

19.6 

17.3 

1.96 

Bruno's/June 

BRNO 

0 

15- 

6 

15-   10 

13% 

26 

112 

30- 

16 

21.4 

19.0 

0.50 

Brunswick/Dec 

BC 

n 

30- 

8 

22-  12 

14% 

-23 

69 

NM- 

5 

NM 

19.2 

0.45 

Burlington  Northern/Dec 

BNI 

n 

37- 

21 

37-  21 

36 '/8 

63 

145 

NM- 

6 

11.3 

10.9 

0.60 

Burlington  Resources/Dec 

BR 

n 

54- 

23* 

54-  40 

40% 

-7 

83 

54- 

13* 

13.1 

28.5 

3.42 

Cabot/Sept 

CBT 

n 

49- 

21 

45-  32 

331/8 

-20 

71 

NM- 

9 

73.6 

10.9 

0.44 

CalFed/Dec 

GAL 

n 

42- 

15 

29-  15 

18% 

-19 

72 

9- 

3 

5.6 

6.5 

0.15 

CalMat/Dec 

GZM 

n 

46- 

10 

31-  25 

28 

-3 

87 

25- 

10 

11.1 

17.0 

1.26 

Campbell  Soup/July 

GPB 

n 

61- 

16 

61-  31 

50% 

62 

144 

NM- 

10 

NM 

19.6 

1.10 

Capital  Cities/ ABC/Dec 

CCB 

D 

574-183 

574-370 

505  y8 

37 

122 

31- 

14 

18.6 

15.9 

1.77 

Capital  Holding/Dec 

GPH 

n 

54- 

20 

54-  34 

45 

31 

117 

14- 

7 

7.7 

9.1 

0.83 

Carnival  Cruise  Lines/Nov 

GGL 

a 

26- 

8» 

26-   15 

20yH 

35 

120 

17- 

6» 

14.2 

11.7 

2.39 

Carolina  Power  &  Lt/Dec 

GPL 

n 

48- 

25 

48-  35 

43% 

21 

108 

11- 

6 

10.3 

10.3 

1..52 

Carter  Hawley  Hale/July 

CHH 

n 

16- 

5* 

15-     5 

■7'/2 

-9 

81 

NM- 

r 

35.7 

14.2 

0.08 

Castle  &  Cooke/Dec 

GKE 

n 

45- 

10 

45-  26 

35% 

40 

124 

NM- 

7 

22.3 

18.4 

0.78 

Caterpillar/Dec 

GAT 

n 

75- 

30 

66-  53 

615/8 

8 

96 

72- 

9 

12.6 

13.6 

0.56 

CBI  Industries/Dec 

GBH 

n 

41- 

16 

41-  26 

38% 

46 

130 

NM- 

22 

27.2 

20.3 

0.49 

•Range  is  for  less  than  period  indicated.    NA;  Not  available 
def:  Deficit.    Stock  prices  as  of  Mar.  23, 1990. 
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indicated 
rate 

Divid 

yield 

, 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

8.4% 

$4.07 

$4.07 

$4.46 

10% 

31 

high 

$1.20 

4.1% 

29% 

15% 

9.4 

3.78 

3.78 

4.35 

15 

18 

very  high 

1.32 

2.3 

35 

12 

6.0 

1.50 

1.50 

1.74 

16 

31 

high 

0.64 

2.7 

43 

11 

5.6 

2.68 

2.68 

NA 

NA 

NA 

NA 

0.60 

3.5 

22 

0 

5.7 

3.95 

3.95 

3.97 

1 

9 

low 

1.80 

10.1 

46 

8 

8.6 

2.29 

2.29 

2.45 

7 

9 

high 

0.80 

4.1 

35 

5 

5.8 

1.40 

1.70 

1.44 

-15 

9 

low 

0.56 

4.4 

40 

32 

11.7 

5.42 

5.40 

4.64 

-14 

24 

high 

1.08 

1.8 

20 

14 

9.4 

5.43 

5.43 

7.25 

34 

27 

high 

4.72 

5.2 

87 

7 

12.1 

3.55 

3.55 

3.80 

7 

27 

high 

2.68 

5.0 

75 

14 

7.7 

5.01 

5.01 

5.49 

10 

16 

very  high 

2.20 

4.5 

44 

2 

1.3 

1.72 

1.85 

1.79 

-3 

8 

average 

0.32 

1.3 

19 

12 

18.0 

390.01 

390.01 

250.00 

-36 

2 

NM 

none 

NA 

NA 

NA 

4.7 

2.93 

2.93 

2.34 

-20 

18 

very  low 

0.40 

2.0 

14 

NA 

def 

-1.96 

-1.96 

0.09 

DP 

11 

very  low 

none 

NA 

NA 

NA 

328.6 

27.03 

27.03 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

0.2 

0.49 

0.49 

0.86 

76 

3 

average 

none 

NA 

NA 

NA 

def 

-0.19 

0.51 

1.28 

151 

19 

low 

0.40 

2.2 

NM 

-8 

11.0 

2.03 

2.18E 

2.46 

13 

12 

high 

1.28 

3.6 

63 

19 

11.0 

0.57 

0.57 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

8.8 

3.72 

3.72 

4.24 

14 

13 

average 

2.12 

6.7 

57 

7 

3.3 

2.94 

2.94       - 

5.66 

93 

35 

average 

1.20 

1.6 

41 

15 

6.2 

6.19 

6.19 

3.62 

-Al 

22 

low 

1.52 

3.9 

25 

3 

def 

-0.41 

-0.41 

2.63 

DP 

27 

high 

0.96 

2.9 

NM 

17 

def 

-0.88 

-0.88 

1.83 

D-P 

18 

average 

1.52 

8.2 

NM 

8 

10.0 

3.86 

3.86 

2.78 

-28 

13 

average 

1.20 

4.5 

31 

14 

8.1 

1.43 

1.43 

3.28 

129 

34 

high 

2.12 

4.1 

148 

25 

4.6 

0.88 

0.15 

0.88 

487 

6 

low 

0.20 

2.2 

23 

3 

7.9 

2.77 

5.29E 

6.01 

14 

4 

very  high 

2.08 

3.1 

75 

31 

1.9 

1.95 

1.95 

2.26 

16 

4 

average 

1.60 

6.4 

82 

4 

10.0 

1.78 

1.74 

2.02 

16 

30 

very  high 

0.64 

1.8 

36 

20 

2.4 

0.65 

0.59 

0.73 

24 

10 

high 

0.14 

1.0 

22 

17 

def 

-0.81 

-0.81 

0.75 

DP 

12 

very  low 

0.44 

3.1 

NM 

23 

5.3 

3.19 

3.19 

3.32 

4 

25 

average 

1.20 

3.3 

38 

-1 

26.7 

3.06 

3.06 

1.41 

-54 

21 

average 

0.70 

1.7 

23 

NA 

0.7 

0.45 

0.55 

3.05 

455 

5 

average 

1.04 

3.1 

NM 

3 

2.7 

3.28 

3.28 

2.82 

-14 

14 

low 

1.40 

7.6 

43 

37 

11.7 

2.52 

2.52 

1.65 

-35 

1 

NM 

0.64 

2.3 

25 

17 

0.6, 

0.28 

0.10 

2.59 

NM 

22 

high 

1.00 

2.0 

NM 

9 

9.8." 

27.25 

27.25 

31.75 

17 

21 

average 

0.20 

0.0 

1 

0 

11.0 

5.85 

5.85 

4.93 

-16 

29 

high 

1.08 

2.4 

18 

7 

16.9 

1.44 

1.44 

1.74 

21 

9 

high 

0.48 

2.4 

33 

NA 

15.2 

4.20 

4.20 

4.21 

0 

24 

high 

2.92 

6.7 

70 

8 

0.2 

0.21 

0.34 

0.53 

56 

12 

low 

none 

NA 

NA 

NA 

3.5 

1.60 

1.60 

1.94 

21 

4 

average 

none 

NA 

NA 

NA 

4.5 

4.90 

4.90 

4.54 

-7 

26 

average 

1.20 

1.9 

24 

21 

2.3 

1.41 

1.41 

1.89 

34 

7 

average 

0.60 

1.6 

43 

-9 

Sotmxs:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System 

OBES),  a  service  of  Lynch,  Jones 

&  Ryan  im  Lotus  One  Source;  Forbes. 
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The  Forbes  500s  on  Wall  Street 


Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price- 
1 2-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

p 

5-year 
high-low 

— Stock  price 

ricp/pflrfiifip^— 

Company/fiscal  year-end 

price/ 
sales 

recent 

latest 
12  months 

1990 
est 

CBS/Dec 

CBS 

n 

226-  98 

221-170 

175% 

2% 

91% 

NM- 

14 

15.2 

14.4 

1.40 

Cellular  Commun/Dec 

COMM 

0 

44- 

5 

44-  28 

315/8 

0 

89     NM-  NM 

NM 

NM 

14.77 

Centel/Dec 

CNT 

n 

45- 

12 

45-  28 

32'/2 

13 

J,00 

NM- 

6 

6.4 

42.2 

2.31 

Centerior  Energy /Dec 

CX 

n 

28- 

12* 

21-  15 

19'/4 

24 

111 

NM- 

5» 

lOl 

9.5 

1.17 

Centex/Mar 

CTX 

n 

42- 

15 

42-  28 

371/4 

33 

118 

18- 

8 

9.6 

8.5 

028 

m 

Central  &  So  West/Dec 

GSR 

n 

41- 

22 

40-  30 

375/8 

24 

110 

12- 

6 

11.6 

102 

1.39 

Central  Bancshares/Dec 

CBSS 

0 

23- 

9 

16-  13 

14 

1 

90 

13- 

6 

7.2 

6.7 

063 

Central  Fidelity  Bks/Dec 

CFBS 

0 

37- 

19 

35-  27 

28 '/2 

2 

91 

13- 

8 

8.1 

7.5 

0.82 

Champion  Intl/Dec 

CHA 

n 

45- 

20 

38-  27 

27'/2 

-9 

81 

22- 

6 

6.0 

8.1 

0.50 

Chase  Manhattan/Dec 

CMB 

n 

50- 

19 

45-  27 

275/8 

-20 

71 

NM- 

3 

NM 

4.9 

0.22 

Chemical  Banking/Dec 

CHL 

n 

56- 

20 

41-  24 

25 '/8 

-23 

69 

NM- 

2 

NM 

5.2 

0.25 

Chevron/Dec 

CHV 

n 

74-  32 

74-  51 

67'/4 

30 

116 

NM- 

7 

NM 

14.3 

0.81 

Chiquita  Brands  Intl/Dec 

CQB 

n 

20- 

4 

20-  13 

20 

36 

121 

20- 

7 

11.8 

NA 

0.20 

Chrysler/Dec 

C 

n 

48- 

15 

27-  16 

17% 

-29 

63 

11- 

2 

11.2 

11.7 

Oil 

Chubb/Dec 

CB 

n 

103- 

38 

103-  64 

98 '/8 

48 

131 

30- 

6 

10.0 

10.4 

1.02 

Cigna/Dec 

CI 

n 

77- 

41 

67-  45 

49V4 

-5 

84 

NM- 

6 

^.1 

10.2 

0.25 

Cincinnati  Bell/Dec 

CSN 

n 

35- 

5 

35-  21 

26'/8 

22 

108 

25- 

7 

17.4 

15.4 

1.74 

Cincinnati  Financial/Dec 

CINF 

0 

83-  37 

83-  61 

74'/4 

22 

109 

18- 

6 

106 

9.1 

1.24 

Cincinnati  G&E/Dec 

GIN 

n 

32- 

15 

32-  25 

30'/8 

21 

107 

13- 

5 

6.9 

7.4 

1.07 

Circle  K/Apr 

GKP 

n 

19- 

2 

17-     2 

2'/8 

-86 

12 

NM- 

8 

NM 

101 

0.02 

Circuit  City  Stores/Feb 

CG 

n 

27- 

5 

27-  19 

24 '/8 

12 

100 

26- 

8 

15.3 

12.1 

056 

Circus  Circus/Jan 

GIR 

n 

57- 

11 

57-  35 

495/8 

41 

125 

29- 

12 

19.1 

16.2 

2.60 

Citadel  Holding/Dec 

CDL 

a 

61- 

23 

55-  36 

44 '/2 

18 

105 

22- 

3 

18.0 

5.2 

0.30 

Citicorp/Dec 

CGI 

n 

36- 

16 

36-  23 

24'/4 

-13 

78 

NM- 

3 

20.9 

5.4 

021 

Citizens  &  Southern/Dec 

GTZ 

n 

36- 

17 

36-  26 

271/2 

4 

92 

12- 

7 

7.5 

6.7 

067               ' 

Citizens  First  Bncp/Dec 

GFB 

a 

19- 

6 

16-   10 

10'/8 

-19 

72 

17- 

6 

5.9 

NA 

055 

Citizens  Savings/Dec 

GSFCB 

0 

20- 

6 

17-  11 

111/4 

-12 

79 

5- 

3 

2.7 

NA 

0.08 

Citizens  Utilities/Dec 

GITUA 

0 

47- 

13 

47-  34 

38% 

-2 

87 

26- 

14 

19.3 

18.6 

5.06 

City  National/Dec 

GTYN 

0 

28- 

7 

28-  19 

23% 

20 

107 

16- 

10 

12.8 

11.1 

1.55 

Clorox/June 

CLX 

n 

45- 

17 

45-  31 

38'/2 

22 

108 

17- 

10 

16.4 

13.4 

1.54 

CMS  Energy/Dec 

CMS 

n 

40- 

6 

40-  24 

3278 

36 

121 

NM- 

4 

8.7 

9.1 

0.91 

Coast  Savings  Finl/Dec 

GSA 

n 

22^ 

9* 

20-     9 

85/8 

-50 

44 

NM- 

3* 

NM 

3.4 

Oil 

Coastal  Corp/Dec 

GGP 

n 

33- 

11 

33-  22 

30^/4 

36 

121 

32- 

5 

17.0 

13.8 

0.38 

Coca-Cola/Dec 

KO 

n 

81- 

22 

81-  50 

74'/8 

48 

131 

25- 

12 

15.1 

18.8 

2.79 

Coca-Cola  Enterprises/Dec 

CCE 

n 

21- 

ir 

19-   14 

15V4 

-2 

88 

48- 

13* 

38,4 

26.7 

0,50 

Colgate-Palmolive/Dec 

GL 

n 

65- 

23 

65-  46 

5878 

27 

113 

67- 

13 

14.8 

13.3 

077 

Colorado  Natl  Bkshs/Dec 

COLG 

0 

23- 

9 

23-   13 

15y8 

1 

90 

NM- 

12 

36.6 

13.0 

0.48 

Columbia  Gas  System/Dec 

GG 

n 

57- 

27 

53-  34 

46 

35 

120 

NM- 

11 

14.3 

15.8 

0.66 

Columbia  S&L  Assn/Dec 

CSV 

n 

18- 

1 

12-     1 

IVs 

-83 

15 

NM- 

1 

NM 

NA 

0.02 

Comcast/Dec 

GMCSA 

0 

20- 

5 

20-  13 

14'/4 

13 

100 

NM- 

23 

NM 

NM 

3.05 

Comdisco/Sept 

GDO 

n 

37- 

9 

34-  21 

26% 

22 

109 

19- 

6 

102 

9.2 

0.62 

Comerica/Dec 

GMGA 

o 

59- 

24 

59-  42 

461/2 

-1 

88 

14- 

6 

10.0 

6.2 

061 

Commerce  Bcshs/Dec 

CBSH 

0 

30- 

12 

30-  21 

24 

13 

101 

12- 

7 

7.7 

7.4 

081 

Commercial  Federal/June 

GFGN 

0 

19- 

2 

7-     2 

VA 

-58 

37 

NM- 

2 

NM 

6.9 

0.03 

Commonwealth  Ed/Dec 

CWE 

n 

41- 

23 

41-  32 

351/8 

5 

93 

14- 

5 

12.4 

10.3 

1.29 

1 

Community  Psych/Nov 

GMY 

n 

34- 

13 

34-  20 

215/8 

-8 

82 

27- 

13 

13.9 

12.0 

3.18 

Compaq  Computer/Dec 

GPQ 

n 

113- 

7 

113-  68 

98 '/2 

45 

129 

24- 

8 

12.7 

10.9 

135 

•Range  is  for  less  than  period  indicated.    NA;  Not  availabit 
def:  Deficit.    Stock  prices  as  of  Mar.  23, 1990. 

or  applicable     NM:  Not  meaningful. 

E:  F^timate 

D  D:  Deficit  to  deficit 

DP  Deficit  1 

0  profii 
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indicated 
rate 

Dividi 

yield 

1, 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

10.0% 

$11.54 

$11.54 

$12.19 

6% 

23 

average 

$4.40 

2.5% 

38% 

10% 

def 

-0.45 

-0.45 

0.11 

DP 

6 

very  low 

none 

NA 

NA 

NA 

37.4 

5.09 

5.09 

0.77 

-85 

16 

low 

0.85 

2.6 

17 

12 

11.6 

1.90 

1.90 

2.02 

6 

23 

average 

1.60 

8.3 

84 

-13 

2.9 

3.88 

3.94E 

4.39 

11 

8 

high 

0.40 

1.1 

10 

10 

12.0 

3.25 

3.25 

3.68 

13 

27 

average 

2.76 

7.3 

85 

7 

8.8 

1.95 

1.95 

2.10 

8 

7 

average 

0.80 

5.7 

41 

10 

10.1 

3.53 

3.53 

3.79 

7 

8 

very  high 

1.24 

4.4 

35 

10 

8.4 

4.56 

4.56 

3.41 

-25 

22 

low 

1.10 

4.0 

24 

27 

def 

-7.94 

-7.94 

5.69 

DP 

28 

average 

2.48 

9.0 

NM 

5 

1                         def 

-8.29 

-8.29 

4.88 

DP 

25 

low 

2.72 

10.8 

NM 

2 

0.9 

0.73 

0.73 

4.71 

NM 

40 

average 

2.80 

4.2 

NM 

4 

1.8 

1.70 

1.70 

NA 

NA 

NA 

NA 

0.20 

1.0 

12 

99 

1.0 

1.55 

1.55 

1.49 

-4 

25 

very  low 

1.20 

6.9 

77 

23 

10.5 

9.83 

9.83 

9.48 

-A 

31 

average 

2.64 

2.7 

27 

13 

3.6 

7.00 

7.00 

4.89 

-30 

29 

average 

3.04 

6.1 

43 

4 

10.5 

1.50 

1.50 

1.70 

13 

11 

average 

0.76 

2.9 

51 

20 

11.7 

7.00 

7.00 

8.18 

17 

10 

average 

2.44 

3.3 

35 

17 

16.7 

4.34 

4.34 

4.10 

-6 

16 

high 

2.40 

8.0 

55 

6 

def 

-0.33 

-0.18E 

0.21 

DP 

3 

very  low 

none 

NA 

NA 

NA 

3.7 

1.58 

1.68E 

2.00 

19 

15 

average 

0.08 

0.3 

5 

33 

14.4 

2.60 

2.60      , 

3.06 

18 

15 

average 

none 

NA 

NA 

NA 

1.7 

2.47 

2.47 

8.64 

250 

2 

NM 

none 

NA 

NA 

NA 

1.3 

1.16 

1.16 

4.48 

286 

31 

average 

1.62 

6.7 

140 

14 

9.7 

3.67 

3.67 

4.11 

12 

24 

very  high 

1.40 

5.1 

38 

12 

9.4 

1.73 

1.73 

NA 

NA 

NA 

NA 

0.72 

7.1 

42 

36 

3.0 

4.22 

4.22 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

26.2 

.  2.01 

2.01 

2.08 

3 

5 

high 

none 

NA 

NA 

NA 

12.4 

1.86 

1.86 

2.15 

16 

6 

average 

0.64 

2.7 

34 

26 

9.4 

2.35 

2.24 

2.88 

29 

14 

high 

1.24 

3.2 

53 

18 

10.5 

3.80 

3.80 

3.62 

-5 

23 

average 

0.40 

1.2 

11 

NA 

def 

^.87 

^.87 

2.57 

DP 

8 

average 

0.40 

4.6 

NM 

NA 

2.1 

1.81 

1.81 

2.23 

23 

25 

average 

0.40 

1.3 

22 

17 

19.2 

4.92 

4.92 

3.94 

-20 

26 

very  high 

1.60 

2.2 

33 

8 

1.8 

0.41 

0.41 

0.59 

44 

16 

low 

0.05 

0.3 

12 

NA 

5.6 

3.97 

3.97 

4.44 

12 

17 

high 

1.80 

3.1 

45 

6 

1.3 

0.42 

0.42 

1.18 

181 

12 

low 

0.16 

1.0 

38 

NA 

4.5 

3.21 

3.21 

2.91 

-9 

21 

average 

2.20 

4.8 

69 

-13 

def 

-30.11 

-30.11 

NA 

NA 

NA 

NA 

0.28 

20.3 

NM 

NA 

de^ 

-1.39 

-1.39 

-1.''.2 

D-D 

6 

very  low 

0.12 

0.8 

NM 

27 

6.3 

2.62 

2.57 

2.92 

14 

8 

high 

0.28 

1.0 

11 

21 

6.2 

4.65 

4.65 

7.54 

62 

13 

very  high 

2.60 

5,6 

56 

14 

10.4 

3.12 

3.12 

3.26 

4 

8 

high 

0.64 

2.7 

21 

5 

def 

-6.36 

0.04 

0.42 

NM 

2 

NM 

none 

NA 

NA 

NA 

12.1 

2.83 

2.83 

3.40 

20 

27 

average 

3.00 

8.5 

106 

0 

22.6 

1.56 

1.56 

1.80 

15 

24 

high 

0.36 

1.7 

23 

21 

11.6  • 

7.77 

7.77 

9.04 

16 

47 

average 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System 

(^IBES),  a  service  ofLyndj,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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©  Digital  Equipment  Corporation  1990.  The  Digital  logo  and  Digital  has  it  now  are  trademarks  of  Digital  Equipment  (".orp{)ration 


"Cambridge 

University  teamed 

up  with  Digital 

for  world-class 

computing 

researchr 


"Like  most  universities,  Cambridge 
has  relationships  with  all  sorts  of 
companies.  With  Digital,  we  at  the 
Computer  Lab  have  something  special 
going.  It's  been  a  long-running, 
extremely  close  association  that  can 
best  be  described  as  a  corporate 
friendship. 

"There  are  intellectual  and  practical 
benefits  to  both  us  andDigital.  Some 
of  our  graduate  students  spend  sum- 
mers in  Palo  Alto,  California,  at 
Digital's  Systems  Research  Center. 
Several  of  the  world's  best  computer 
scientists  work  in  Digital's  labora- 
tories. Digital  sponsors  projects  in  our 
lab  and  sends  top  engineers  to  do 
Ph.D.  work  with  us.  The  result  is 
some  of  the  best  and  brightest  minds 
get  to  work  together  on  research  that 
will  have  significant  impact  on  the 
world  of  computing. 

"We're  both  interested  in  the  same 
things  and  we're  both  good  at  them. 
I  can't  think  of  a  better  basis  for  real 
progress." 
The  rewards  of  working  together. 

Digital  believes  that  working 
together  with  the  world's  leading  uni- 
versities is  an  important  way  to  create 
innovative  computing  solutions — 
solutions  that  make  information  more 
of  a  shared  resource. 

Today,  Digital  gives  you  an  ele- 
gantly simple  way  for  your  people  to 
work  together  more  productively, 
more  creatively,  more  efficiently,  more 
competitively. 

For  a  white  paper  on  Digital's 
university-based  research,  please  call 
1-800-343-4040  ext.  161. 

A  way  to  work  together  like 
never  before.  TA*     •.     1 

Digital 

has 

it 

now 


" 

The  Forbes  500s 

on 

Wall  Street 

« 

^^11 

Company/ fiscal  year -end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price- 
1 2-month 
high-low 

Stock  performance 
—latest  12  months- 
price       relative  to 
change        market 

pi 

5-year 
high-low 

— Stock  price 

rirp/paminpc— 

« 
price/              1 
sales 

recent 

latest 
12  months 

1990 
est 

Computer  Associates/Mar 

CA 

n 

22-     2 

22- 

11 

144/8 

-18% 

73% 

NA-   10 

17.3 

11.6 

2.15 

Computet  Sciences/Mar 

CSC 

n 

73-  13 

59- 

44 

465/8 

-A 

86 

NA-     6 

12.9 

11.2 

0.51 

ConAgia/Mav 

GAG 

n 

30-  10 

30- 

21 

275/8 

33 

H9 

21-  11 

15.3 

12.9 

0.23 

Conseco/Dec 

GNG 

n 

28-     7» 

28- 

12 

26 

112 

189 

NA-     2* 

3.7 

6.3 

0.25 

Consolidated  Edison/Dec 

ED 

n 

30-  15 

30- 

23 

26'/4 

17 

104 

12-     7 

10.5 

10.5 

1.08 

Consol  Freightways/Dec 

GNF 

n 

41-  17 

34- 

17 

171/2 

-40 

53 

NM-     9 

NM 

17.3 

0.16 

Consol  Natural  Gas/Dec 

GNG 

n 

52^  19 

52- 

38 

44 '/4 

16 

103 

27-     7 

20.1 

17.0 

1.30 

Consolidated  Papers/Dec 

GPER 

0 

46-  18 

46-  35 

411/2 

15 

103 

18-     8 

10.8 

11.0 

1.90 

Consolidated  Rail/Dec 

GRR 

n 

50-  20* 

50- 

32 

UVa 

34 

119 

23-     5* 

20.6 

9.6 

0.59 

Contel/Dec 

GTG 

n 

37-  11 

37- 

25 

27'/8 

10 

98 

74-     8 

15.1 

19.2 

1.38 

Continental  Bank/Dec 

GBK 

n 

41-     9* 

27- 

15 

1678 

-16 

75 

NM-     3* 

8.2 

5.3 

0.26 

Continental  Corp/Dec 

GIG 

n 

55-  26 

39- 

26 

29% 

-6 

83 

NM-     6 

10.9 

19.6 

0.26 

Control  Data/Dec 

GDA 

n 

38-  15 

24- 

16 

18 1/2 

-9 

81 

NM-  23 

NM 

14.8 

0.27 

Cooper  Industries/Dec 

GEE 

n 

43-  14 

43-  27 

40V8 

48 

132 

22-  11 

16.3 

14.7 

0.87 

Adolph  Coors/Dec 

AGGOB 

o 

32-  15 

24- 

17 

171/2 

-5 

84 

49-   10 

48.6 

17.3 

0.37 

CoreStates  Financial/Dec 

GSFN 

0 

50-  25 

50-  37 

3778 

-10 

80 

13-     5 

7.5 

7.3 

0.79 

Coming/Dec 

GLW 

n 

47-  17 

47- 

32 

455/8 

35 

120 

28-     8 

16.4 

15.4 

1.76 

Costco  Wholesale/Aug 

GOST 

0 

37-     6 

37- 

19 

36 

89 

169 

NM-  20 

34.3 

25.9 

0.38 

CPC  International/Dec 

GPG 

n 

74-  19 

74- 

50 

66 

28 

114 

23-     9 

15.6 

13.7 

0.97 

Crane/Dec 

GR 

n 

26-     7 

26- 

16 

251/4 

52 

135 

19-     7 

14.7 

12.9 

0.55 

Cray  Researcht/Dec 

GYR 

n 

136-  25 

61- 

32 

46% 

-10 

80 

29-     9 

15.4 

11.0 

1.62 

Crestar  Financial/Dec 

GRFG 

0 

36-  20 

34- 

24 

27%' 

12 

99 

15-     8 

8.4 

7.9 

0.72 

CrossLand  Savings  FSB/Dec 

GRL 

n 

25-     2* 

16- 

2 

21/8 

-85 

14 

NM-    r 

NM 

NM 

0.02 

Crown  Cork  &  Seal/Dec 

GGK 

n 

57-  17 

57- 

44 

50% 

5 

94 

17-     9 

14.2 

12.4 

0.77 

CSX/Dec 

GSX 

n 

42-  22 

39- 

30 

345/8 

11 

99 

NM-     8 

8.0 

9.2 

0.44 

CuUen/Frost  Bankers/Dec 

GFBI 

0 

23-     6 

18- 

7 

91/8 

-38 

55 

NM-   10 

29.5 

24.0 

0.23 

Cimimins  Engine/Dec 

GUM 

n 

95-  41 

72- 

45 

461/2 

-24 

68 

NM-     4 

NM 

NM 

0.14 

Cyprus  Minerals/Dec 

GYM 

n 

33-     7» 

33- 

22 

26 

1 

90 

31-     3* 

4.3 

7.4 

0.56 

Dana/Dec 

DGN 

n 

54-  22 

43- 

31 

345/8 

-8 

82 

24-     7 

10.7 

11.3 

0.27 

Dauphin  Deposit/Dec 

DAPN 

0 

38-  17 

38- 

28 

31% 

4 

93 

15-     8 

9.3 

8.7 

1.25 

Dayton  Hudson/Jan 

DH 

n 

70-  22 

70- 

43 

675/8 

55 

138 

29-   10 

12.6 

11.6 

0.35 

DCNY  Corp/Dec 

DGY 

n 

30-  10 

20- 

10 

11% 

-36 

57 

NM-     3 

NM 

7.6 

0.33 

Dean  Foods/May 

DF 

n 

39-  19 

38- 

29 

311/8 

1 

90 

25-   12 

13.4 

11.9 

0.46 

Deere  &  Co/Oct 

DE 

n 

74-  22 

74- 

50 

71V8 

43 

128 

NM-   10 

13.1 

11.4 

0.72 

Delmarva  Power  &  Lt/Dec 

DEW 

n 

25-  15 

21- 

17 

19% 

12 

100 

13-     8 

10.8 

10.5 

1  16 

Delta  Air  Lines /June 

DAL 

n 

86-  32 

86- 

57 

7278 

28 

114 

41-     6 

7.9 

11.7 

0.4.^ 

Deluxe/Dec 

DLX 

n 

42-  16 

36- 

26 

30 

12 

99 

29-   11 

168 

14.8 

1.95 

Deposit  Guaranty /Dec 

DEPS 

0 

42-  21 

34- 

24 

27 

-15 

76 

12-     6 

6.8 

6.8 

0.55 

Detroit  Edison/Dec 

DTE 

n 

26-  12 

26- 

18 

24% 

39 

124 

NM-     4 

9.3 

9.3 

1.13 

Diamond  Shamrock/Dec 

DRM 

n 

29-     7* 

29- 

19 

241/s 

23 

109 

45-     5» 

11.0 

10.6 

0.28 

Digital  Equipment/June 

DEG 

n 

200-  43 

103- 

70 

78 

-20 

71 

23-     9 

11.2 

15.9 

0.73 

Dillard  Dept  Stores/Jan 

DDS 

n 

75-  24 

75- 

49 

70% 

42 

127 

24-     9 

161 

14.1 

0.83 

Dime  Savings  Bank  FSB/Dec 

DME 

n 

27-     7* 

18- 

7 

774 

■^X3 

51 

NM-     3* 

NM 

5.7 

0.15 

Walt  Disney/Sept 

DIS 

n 

136-  19 

136- 

76 

114V4 

51 

134 

30-  13 

21.6 

18.6 

3.20 

Dominion  Bankshates/Dec 

DMBK 

0 

26-  14 

26- 

18 

191/8 

6 

94 

14-     7 

7.8 

7.1 

0.68 

Dominion  Resources/Dec 

D 

n 

52-  28 

49- 

40 

441/4 

9 

97 

13-     7 

10.7 

10.1 

1.20 

RR  Donnelley  &  Sons/Dec 

DNY 

n 

53-  26 

53- 

36 

4478 

21 

108 

21-   11 

15.8 

14.3 

1.12 

*Range  is  for  less  than  period  indicated.     fPrices 
NA;  Not  available  or  applicable.     NM.  Not  meanir 

as  originally  reported  adjusted  for  splits;  stock  performance  includes  value  ol  special  disirihuiions. 

igful     E:  Estimate.    D-D:  Deficit  to  deficit     DP:  Deficit  tu  pnifit     def  Deficit.  Stock  prices  as  of  Mar.  23,  1990 

FORBES,  APRIL  30,  1990            1 

indicated 
rate 

Divid( 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-yeai 

growth 

rate 

11.7% 

$0.83 

$0.90E 

$1.24 

38% 

19 

average 

none 

NA 

NA 

NA 

4.0 

3.63 

3.73E 

4.17 

12 

15 

average 

none 

NA 

NA 

NA 

1.5 

1.81 

1.86E 

2.14 

15 

17 

high 

$0.60 

2.2% 

33% 

16% 

7.2 

7.00 

7.00 

4.16 

-41 

4 

average 

0.20 

0.8 

3 

NA 

10.9 

2.49 

2.49 

2.49 

0 

24 

high 

1.82 

6.9 

73 

9 

0.2 

0.02 

0.02 

1.01 

NM 

20 

very  low 

1.06 

6.1 

NM 

10 

6.5 

2.20 

2.20 

2.61 

19 

22 

average 

1.84 

4.2 

84 

13 

17.6 

3.85 

3.85 

3.78 

-2 

16 

average 

1.20 

2.9 

31 

11 

4.3 

2.17 

2.17 

4.64 

114 

19 

average 

1.40 

3.1 

65 

NA 

9.2 

1.80 

1.80 

1.41 

-22 

16 

lowr 

1.10 

4.1 

61 

5 

4.6 

2.06 

2.06 

3.17 

54 

16 

low 

1.00 

5.9 

49 

82 

2.5 

2.74 

2.74 

1.52 

-45 

25 

very  low 

2.60 

8.7 

95 

0 

def 

-16.11 

-16.11 

1.25 

D-P 

15 

low 

none 

NA 

NA 

NA 

5.2 

2.51 

2.51 

2.79 

11 

21 

high 

1.08 

2.6 

43 

7 

0.7 

0.36 

0.36 

1.01 

181 

9 

low 

0.50 

2.9 

139 

2 

10.5 

5.03 

5.03 

5.22 

4 

27 

high 

1.92 

5.1 

38 

11 

10.6 

2.79 

2.79 

2.96 

6 

15 

high 

1.13 

2.5 

41 

13 

0.9 

1.05 

0.97 

1.39 

43 

14 

average 

none 

NA 

NA 

NA 

6.4 

4.22 

4.22 

4.81 

14 

27 

very  high 

2.00 

3.0 

47 

16 

3.8 

1.72 

1.72 

1.96 

14 

9 

high 

0.75 

3.0 

44 

6 

11.3 

3.02 

3.02 

4.20 

39 

29 

average 

none 

NA 

NA 

NA 

8.8 

3.28 

3.28       , 

3.49 

6 

17 

high 

1.32 

4.8 

40 

17 

def 

-16.85 

-16.85 

-1.00 

D-D 

3 

NA 

none 

NA 

NA 

NA 

4.9 

3.58 

3.58 

4.12 

15 

9 

average 

none 

NA 

NA 

NA 

5.8 

4.34 

4.34 

3.77 

-13 

25 

average 

1.40 

4.0 

32 

1 

0.8 

0.31 

0.31 

0.38 

23 

6 

low 

none 

NA 

NA 

NA 

def 

-1.52 

-1.52 

0.22 

DP 

17 

very  low 

2.20 

4.7 

NM 

0 

14.0 

6.06 

6.06 

3.53 

-42 

15 

low 

0.80 

3.1 

13 

NA 

2.6 

3.24 

3.24 

3.06 

-6 

16 

average 

1.60 

4.6 

49 

7 

13.5 

3.42 

3.42 

3.67 

7 

3 

high 

1.42 

4.5 

42 

12 

3.0 

5.37 

5.37 

5.81 

8 

32 

high 

1.32 

2.0 

25 

10 

def 

-0.23 

-0.23 

1.50 

DP 

2 

NM 

0.40 

3.5 

NM 

-12 

3.4 

2.33 

2.21E 

2.61 

18 

11 

very  high 

0.66 

2.1 

28 

19 

5.5 

5.45 

5.06 

6.27 

24 

27 

average 

2.00 

2.8 

37 

16 

11.6 

1.80 

1.80 

1.85 

3 

16 

high 

1.54 

7.9 

86 

10 

5.5 

9.23 

9.37 

6.25 

-33 

22 

low 

1.20 

1.6 

13 

14 

11.6    . 

1.79 

1.79 

2.03 

13 

15 

high 

1.04 

3.5 

58 

19 

8.2 

3.98 

3.98 

3.96 

-1 

7 

average 

1.56 

5.8 

39 

9 

13.3 

2.65 

2.65 

2.66 

0 

21 

average 

1.78 

7.2 

67 

0 

2.9^- 

2.20 

2.20 

2.28 

4 

9 

low 

0.48 

2.0 

22 

45 

6.8 

6.99 

8.45 

4.92 

-M 

39 

low 

none 

NA 

NA 

NA 

4.9 

4.36 

4.36 

5.01 

15 

20 

average 

0.20 

0.3 

5 

12 

def 

^.94 

-3.94 

1.36 

DP 

7 

low 

0.60 

7.7 

NM 

NA 

15.1 

5.28 

5.10 

6.16 

21 

24 

high 

0.58 

0.5 

11 

14 

8.9 

2.45 

2.45 

2.70 

10 

17 

very  high 

0.88 

4.6 

36 

7 

11.1 

4.14 

4.14 

4.40 

6 

27 

high 

3.32 

7.5 

80 

4 

7.1     * 

2.85 

2.85 

3.13 

10 

19 

very  high 

0.96 

2.1 

34 

11 

Sources:  William  O'Neil  &  Co 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Lotus  One  Source;  Forbes. 
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li  Forbei  500s  on  Wall  Street 


Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price- 
12-month 
high-low 

Stock  performance 
— latest  12  months — 
price       reladve  to 
change        market 

— Stock  price 
rice/eamings- 

latest 
12  months 

1990 
est 

price/ 
sales 

Company/riscal  year-end 

recent 

P 
5-year 
high-low 

Dover/Dec 

DOV 

n 

40-  16 

40- 

27 

385/8 

37% 

122% 

25-  11 

16.9 

15.0 

1.13 

Dow  Chemical/Dec 

DOW 

n 

76-  19 

76- 

56 

67% 

13 

100 

NM-     6 

7.3 

9.0 

1.03 

Dow  Jones/Dec 

DJ 

n 

56-  25 

43- 

27 

28 1/8 

-7 

82 

34-     9 

8.9 

17.5 

1.68 

Downey  S&L  Assn/Dec 

DSL 

n 

24-     3 

24- 

11 

145/8 

27 

113 

NM-     1 

NM 

5.0 

0.62 

DPL/Dec 

DPL 

n 

31-   15 

31- 

24 

29 

18 

105 

21-     7 

8.9 

8.7 

1.38 

DQE/Dec 

DQE 

n 

24-  11 

24- 

17 

205/8 

18 

105 

12-     6 

10.2 

9.4 

1.02 

Dresser  Industries/Oct 

DI 

n 

50-  14 

50- 

35 

491/4 

38 

123 

NM-  14 

20.7 

16.2 

0.84 

Dreyhis/Dec 

DRY 

n 

46-  15 

39- 

27 

361/2 

32 

118 

23-     7 

10.1 

14.9 

5.44 

EI  du  Pont  de  Nemours/Dec 

DD 

n 

44-  17 

42- 

33 

38 

14 

101 

19-     9 

10.8 

10.4 

0.74 

Duke  Power/Dec 

DUK 

n 

57-  30 

57- 

43 

54% 

25 

111 

13-     8 

10.7 

11.0 

1.52 

Dun  &  Bradstreet/Dec 

DNB 

n 

72-  35 

60- 

41 

45% 

-11 

80 

31-   13 

14.6 

16.4 

1.95 

E-Systems/Dec 

ESY 

n 

41-  23 

38- 

27 

29% 

8 

96 

26-  10 

11.2 

9.8 

0.57 

Eastman  Kodak/Dec 

EK 

n 

71-  27 

52- 

37 

38y8 

-14 

76 

42-  10 

23.6 

9.7 

0.68 

Eaton/Dec 

ETN 

n 

72-  33 

68- 

50 

55'/. 

-2 

88 

23-     7 

9.3 

10.4 

0.56 

EG&G/Dec 

EGG 

n 

45-  27 

40- 

30 

39% 

30 

116 

24-  12 

16.4 

13.8 

0.69 

Emerson  Electric/Sept 

EMR 

n 

42-  22 

42- 

30 

38% 

30 

115 

21-   12 

14.6 

13.6 

1.24 

Engelhard/Dec 

EC 

n 

29-  14 

26- 

18 

18^/8 

-11 

79 

NM-   10 

NM 

12.3 

0.34 

Enron/Dec 

ENE 

n 

61-  31 

61- 

37 

525/8 

41 

125 

NM-   12 

13.1 

22.5 

0.27 

Enserch/Dec 

ENS 

n 

30-  13 

28- 

19 

2478 

32 

117 

NM-   17 

25.1 

20.2 

0.58 

Enstar  Group/Dec 

ENST 

0 

19-     2 

9- 

2 

2 1/4 

-71 

25 

NM-   13 

NM 

4.3 

0.19 

Entergy /Dec 

ETR 

n 

24-     8 

24- 

16 

20 

21 

108 

NM-     3 

NM 

8.8 

1.10 

Equimark/Dec 

EQK 

n 

29-     9 

17- 

10 

10'/4 

-28 

64 

NM-     5 

5.7 

5.0 

0.27 

Equitable  of  Iowa/Dec 

EQICB 

0 

36-  14 

36- 

25 

29'/8 

15 

103 

16-     5 

10.2 

6.6 

0.35 

Ethylt/Dec 

EY 

n 

31-     9 

29- 

22 

25'/e 

17 

104 

20-     9 

13.7 

12.1 

1.23 

Exxon/Dec 

XON 

n 

52-  24 

52- 

41 

461/8 

4 

92 

20-     7 

19.9 

11.9 

0.67 

Farm  &  Home  Finl/Dec 

FAHS 

0 

28-   11 

16- 

12 

12 

-22 

69 

NM-     4 

NM 

6.8 

0.17 

FarWest  Financial/Dec 

FWF 

n 

20-     2 

14- 

2 

21/4 

-74 

23 

NM-     3 

NM 

NA 

0.03 

Federal  Express/May 

FDX 

n 

76-  34 

5&- 

42 

551/4 

22 

109 

28-   11 

25.7 

14.9 

0.43 

Federal  Natl  Mortgage/Dec 

FNM 

n 

46-     5 

46- 

21 

34 

61 

143 

62-     7 

10.8 

8.1 

0.70 

Federal  Paper  Board/Dec 

FBO 

n 

30-     8 

30- 

21 

23y4 

-10 

81 

65-     4 

4.8 

6.1 

0.73 

Fifth  Third  Bancorp/Dec 

FITB 

0 

40-  13 

40- 

31 

34 '/2 

3 

92 

15-     8 

12.4 

10.7 

1.76 

Fin  Cp  Santa  Barbara/Dec 

FSB 

n 

18-'/,28 

3-  /i28 

1/8 

-94 

6 

NM-     3 

NM 

NA 

NM 

First  Alabama  Bcshs/Dec 

FABC 

o 

%  27-  13 

19- 

16 

15% 

1 

90 

16-     8 

8.4 

7.7 

0.92 

First  American  Corp/Dec 

FATN 

0 

35-  18 

26- 

18 

18 

-16 

75 

NM-     8 

NM 

7.3 

0.55 

First  Bncp  Ohio/Dec 

FBOH 

0 

39-  17 

35- 

25 

26y8 

-6 

84 

14-     7 

8.3 

7.7 

0.97 

First  Bank  System/Dec 

FBS 

n 

37-  12 

27- 

12 

131/2 

-32 

61 

NM-     6 

NM 

7.3 

0.34 

First  Capital  Holding/Dec 

FCH 

n 

27-     2 

15- 

4 

53/8 

-44 

50 

49-     2 

3.1 

3.1 

0.26 

First  Chicago/Dec 

FNB 

n 

50-   17 

50- 

31 

315/8 

-14 

76 

NM-     3 

6.2 

4.7 

0.37 

First  Citizens  Bcshs/Dec 

FCNCB 

0 

40-  24 

31- 

25 

27 

-8 

81 

17-     9 

9.4 

NA 

0.67 

First  City  Bncp  Texas/Dec 

FBT 

n 

40-  21* 

40- 

29 

34 

15 

103 

10-     7' 

7.3 

6.9 

0.42 

First  Commerce/Dec 

FCOM 

0 

29-   14 

24- 

18 

221/4 

24 

111 

NM-     8 

9.9 

8.7 

0.56 

First  Empire  State/Dec 

FES 

a 

73-  24 

73- 

56 

65 1/2 

16 

103 

l.V     7 

9.3 

8.3 

0.71 

First  Executive/Dec 

FEXC 

0 

20-     2 

17- 

2 

2% 

-80 

18 

30-     3 

9.6 

1.7 

on 

First  Fidelity  Bncp/Dec 

FFB 

n 

47-   19 

34- 

19 

2OV4 

-25 

67 

NM-     7 

8.3 

6.6 

0.41 

First  Financial  Mgmt/Dec 

FFM 

n 

39-     7 

39- 

23 

24 1/2 

6 

94 

31-   10 

10.7 

8.8 

0.72 

First  Florida  Banks/Dec 

FFBK 

0 

37-  21 

34- 

21 

221/2 

-19 

72 

13-     7 

9.1 

6.4 

0.65 

First  Hawaiian/Dec 

FHWN 

() 

27-     7 

27- 

17 

221/4 

26 

112 

l.V      7 

10.4 

9.4 

1  25 

•Range  is  for  less  than  period  indicated.     fPrices 
applicable.     NM:  Not  meaningful.     E:  Estimate. 

as  originally  reported  adjusted  for  splits;  skkK 
D-D  Deficit  to  deficit.     DP:  Deficit  to  profit. 

performance 
def;  Deficit. 

includes  value  of  special  disiributioas. 
Slock  prices  as  of  Mar.  25.  1990. 

NA:  Not  available  01 
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indicated 
rate 

Divide 

yield 

_j_ 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

6.8% 

$2.28 

$2.28 

$2.58 

13% 

11 

average 

$0.72 

1.9% 

32% 

15% 

14.1 

9.20 

9.20 

7.49 

-19 

33 

average 

2.60 

3.9 

28 

19 

18.8 

3.15 

3.15 

1.61 

-49 

21 

average 

0.76 

2.7 

24 

12 

0.7 

0.17 

0.17 

2.93 

NM 

3 

low 

0.28 

1.9 

165 

17 

14.3 

3.27 

3.27 

3.32 

2 

19 

high 

2.34 

8.1 

72 

3 

10.1 

2.03 

2.03 

2.19 

8 

14 

high 

1.36 

6.6 

67 

-9 

4.0 

2.38 

2.42 

3.05 

26 

31 

average 

1.10 

2.2 

46 

7 

54.3 

3.63 

3.63 

2.45 

-33 

11 

average 

0.52 

1.4 

14 

25 

7.1 

3.53 

3.53 

3.66 

4 

30 

average 

1.60 

4.2 

45 

10 

15.7 

5.13 

5.13 

4.98 

-3 

24 

average 

3.12 

5.7 

61 

5 

13.6 

3.14 

3.14 

2.79 

-11 

27 

very  high 

2.00 

4.4 

64 

18 

5.1 

2.65 

2.65 

3.03 

14 

24 

high 

0.75 

2.5 

28 

1 

2.9 

1.63 

1.63 

3.97 

144 

27 

average 

2.00 

5.2 

123 

6 

6.1 

6.00 

6.00 

5.32 

-11 

20 

average 

2.00 

3.6 

33 

23 

4.2 

2.40 

2.40 

2.85 

19 

10 

average 

0.76 

1.9 

32 

5 

8.5 

2.66 

2.63 

2.85 

8 

22 

very  high 

1.26 

3.2 

47 

9 

def 

-1.72 

-1.72 

1.49 

DP 

11 

average 

0.68 

3.7 

NM 

5 

2.3 

4.03 

4.03 

2.34 

-42 

23 

low 

2.48 

4.7 

62 

0 

2.7 

0.99 

0.99 

1.23 

24 

22 

low 

0.80 

3.2 

81 

-16 

def 

-2.74 

-2.74 

0.52 

DP 

3 

low 

none 

NA 

NA 

NA 

def 

-2.31 

-2.31 

2.27 

DP 

22 

average 

1.00 

5.0 

NM 

NA 

5.0 

1.81 

1.81 

2.07 

14 

4 

low 

0.16 

1.6 

9 

NA 

3.5 

2.86 

2.86 

4.42 

55 

6 

average 

1.08 

3.7 

38 

6 

9.0 

1.83 

1.83 

2.07 

13 

25 

high 

0.60 

2.4 

33 

21 

3.4 

2.32 

2.32 

3.89 

68 

44 

average 

2.40 

5.2 

103 

8 

def 

-6.78 

-6.78 

1,77 

DP 

3 

low 

0.30 

2.5 

NM 

33 

def 

-1.43 

0.00 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.7 

2.15 

2.52E 

3.71 

47 

7 

low 

none 

NA 

NA 

NA 

7.0 

3.14 

3.14 

4.18 

33 

23 

average 

0.56 

1.6 

18 

80 

15.7 

5.00 

5.00 

3.91 

-22 

13 

low 

1.00 

4.2 

20 

29 

14.1 

2.79 

2.79 

3.24 

16 

7 

high 

0.96 

2.8 

34 

20 

def 

^.96 

0.00 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

11.0 

1.90 

1.90 

2.06 

8 

8 

very  highij 

0.92 

5.8 

48 

11 

0.6 

0.18 

0.18 

2.48 

NM 

12 

average 

1.25 

6.9 

NM 

10 

11.7 

3.19 

3.19 

3.41 

7 

5 

high 

1.50 

5.7 

47 

13 

0.1 

-0.27 

-0.27 

1.85 

DP 

22 

low 

0.82 

6.1 

NM 

19 

7.1 

1.76 

1.76 

1.75 

-1 

4 

low 

none 

NA 

NA 

NA 

6.5 

5.10 

5.10 

6.77 

33 

26 

average 

2.00 

6.3 

39 

8 

7.2 

2.87 

2.87 

NA 

NA 

NA 

NA 

0.40 

1.5 

14 

58 

7\ 

4.66 

4.66 

4.91 

5 

14 

high 

1.74 

5.1 

37 

NA 

6.2 

2.26 

2.26 

2.56 

13 

9 

high 

1.20 

5.4 

53 

0 

8.1 

7.04 

7.04 

7.91 

12 

7 

high 

1.20 

1.8 

17 

15 

2.3 

0.30 

1.81E 

1.67 

-8 

8 

low 

none 

NA 

NA 

NA 

5.3 

2.51 

2.51 

3.15 

25 

18 

low 

2.00 

9.6 

80 

11 

6.4 

2.29 

2.29 

2.78 

21 

13 

high 

0.10 

0.4 

4 

NA 

7.2 

2.48 

2.48 

3.52 

42 

6 

very  high 

0.96 

4.3 

39 

23 

12.1     * 

2.14 

2.14 

2.37 

11 

6 

high 

0.80 

3.6 

37 

26 

Sources:  WiUiam  ONeU  &  Co. 

The  Institutional  Brokers  Estimate  System 

(IBESX  a  sendee  of  Lynch,  Jones  & 

Ifyan  via  Lotus  One  Source;  Forbes. 
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Now,  for  the  ninth  consecutive  year,  International 
ucks  are  the  best  selling  brand  of  medium  and 
heavy  duty  trucks  in  North  America. 
A  nice  trend,  but  we're  still  not  satisfied. 
1981:  Number  one. 


JKn>' 


1983:  Number  one. 
1984:  Number  one. 
1985:  Number  one. 
1986:  Number  one. 
1987:  Number  one. 
1988:  Number  one. 
1989:  Number  one. 

NAVISTAR. 

WE  DRIVE  THE  TRUCKING  BUSINESS. 


■i'fi 


i*. 
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e  Forbes  500s  on  Wall  Street 


St'.i;  k  ye^fonnance 


-Stock  price  ratios- 


Ticker 
symbol 

exch 

5-year 
high-low 

-Stock  price- 
1 2-month 
high-low 

— la-.fcst  12  months — 
pdce       relative  to 
change        market 

nri/*tf /Aaminoc— 

price/ 
sales 

Company/fiical  Nc;iri:i,J 

recent 

5-year 
high-low 

latest 
12  months 

1990 
est 

First  Interstate  flr.cp/Dec 

I 

n 

70- 

33 

70-  33 

341/4 

-27% 

65% 

NM- 

7 

NM 

5.7 

0.30 

First  of  A             Bank/Dec 

FABK 

0 

56- 

30 

56-  38 

431/2 

13 

101 

10- 

6 

7.4 

6.5 

0.59 

First  St 

FSCO 

0 

36- 

19 

34- 

25 

321/4 

26 

ia3 

68- 

8 

9.3 

8.7 

0.72 

First  Teunesuee  Natl/Dec 

FTEN 

0 

37- 

20 

30- 

22 

221/4 

-14 

77 

16- 

7 

12.2 

6.7 

0.50 

First  L'nion/Dec 

FTU 

n 

30- 

16 

27- 

17 

175/8 

-18 

73 

13- 

6 

7.4 

6.3 

0.57 

Fifst  Vi:  ?iiiia  Banks/Dec 

FVB 

n 

38- 

21 

36- 

26 

27 

2 

91 

14- 

8 

8.4 

8.2 

1.06 

First  Wachovia/Dec 

FW 

n 

45- 

25 

45- 

34 

38 1/8 

13 

101 

14- 

8 

9.9 

9.1 

1.09 

Firstar/ Dec 

FSR 

n 

35- 

13 

35- 

26 

295/8 

6 

94 

NM- 

5 

7.9 

7.3 

0.72 

FirstFed  Michigan/Dec 

FFOM 

0 

30- 

9 

22- 

13 

131/8 

-11 

79 

23- 

2 

13.8 

8.3 

0.13 

FirsTier  Financial/Dec 

FRST 

0 

52- 

22 

52-  38 

411/4 

6 

94 

15- 

6 

10.2 

9.1 

0.84 

Fleet/Norstar  Finl/Dec 

FNG 

n 

31- 

16 

31- 

21 

211/4 

-19 

72 

15- 

6 

6.4 

6.0 

0.63 

Fleetwood  Enterprises/Apr 

FLE 

n 

34- 

14 

30- 

22 

235/8 

-19 

73 

19- 

7 

9.7 

9.1 

0.34 

Fleming  Cos/Dec 

FLM 

n 

46- 

22 

40- 

28 

32V8 

-1 

88 

21- 

11 

12.7 

10.8 

0.08 

FlightSafety  Intl/Dec 

FSI 

n 

51- 

13 

51- 

30 

49% 

61 

143 

26- 

13 

25.8 

21.6 

8.15 

Florida  Federal/June 

FLFE 

0 

23- 

1/4 

2- 

1/4 

1/4 

-84 

14     NM-  NM 

NM 

NA 

NM 

Florida  Progress/Dec 

FPC 

n 

47- 

24 

41- 

33 

375/8 

12 

100 

13- 

7 

10.3 

10.1 

0.90 

Fluor/Oct 

FLR 

n 

44- 

11 

44- 

22 

43 

89 

168 

NM- 

21 

30.1 

23.6 

0.51 

FMC/Dec 

FMC 

n 

60- 

12 

49- 

33 

361/4 

7 

95 

17- 

5 

8.3 

7.4 

0.37 

Food  Lion/Dec 

FDLNA 

0 

15- 

3 

14- 

10 

11 

-3 

86 

58- 

21 

25.6 

20.8 

0.75 

Ford  Motor/Dec 

F 

n 

57- 

13 

55- 

41 

481/4 

-1 

89 

6- 

3 

5.9 

7.0 

0.23 

Fortune  Financial/Sept 

FORF 

0 

35- 

11 

24- 

11 

121/4 

-40 

54 

NM- 

4 

NM 

18.9 

0.17 

Fourth  Financial/Dec 

FRTH 

0 

28- 

13 

28- 

18 

27 

39 

124 

14- 

8 

13.6 

12.9 

1.58 

FPL  Group/Dec 

FPL 

n 

38- 

21 

37- 

29 

321/4 

11 

99 

14- 

7 

10.3 

9.8 

0.70 

Franklin  Resources/Sept 

BEN 

n 

3S- 

4 

33- 

19 

321/4 

64 

146 

34- 

5 

15.4 

13.8 

4.81 

Freeport-McMoRan/Dec 

FTX 

n 

38- 

14 

38- 

29 

34 

4 

92 

55- 

5 

15.7 

16.0 

0.92 

Fruit  of  the  Loom/Dec 

FTL 

a 

16- 

4» 

16- 

8 

12% 

63 

146 

19- 

5* 

11.0 

9.1 

0.60 

Fimd  American  Cos/Dec 

FFC 

n 

45- 

24» 

41- 

30 

311/2 

-4 

85 

47- 

7* 

31.8 

28.6 

0.32 

Gannett/Dec 

GCI 

n 

56- 

26 

50- 

36 

40 

9 

97 

30- 

13 

16.2 

14.5 

1.83 

Gap/Jan 

GPS 

n 

78- 

6 

67- 

38 

65 

71 

152 

40- 

7 

23.5 

18.5 

1,45 

GATX/Dec 

GMT 

n 

76- 

28 

76- 

54 

66 

23 

109 

NM- 

9 

10.4 

9.2 

0.90 

Geico/Dec 

GEC 

n 

156- 

65 

156-124 

1441/8 

16 

103 

21- 

10 

10.5 

13.9 

1.13 

GenCorp/Nov 

GY 

n 

40- 

10 

19- 

10 

12% 

-29 

63 

NM- 

2 

1.9 

9.9 

0.21 

Genentech/Dec 

GNE 

n 

65- 

10 

31- 

17 

25% 

33 

118 

NM- 

22 

49.8 

39.7 

5.58              i 

General  Cinema/Oct 

GCN 

n 

32- 

14 

29- 

23 

231/8 

-9 

81 

27- 

2 

1.8 

19.4 

0.81 

General  Dynamics/Dec 

GD 

n 

89- 

36 

61- 

36 

375/8 

-30 

63 

NM- 

4 

5.4 

5.6 

0.16 

General  Electric/Dec 

GE 

n 

67- 

28 

67- 

44 

63V4 

45 

129 

27- 

11 

14.6 

13.0 

1.05 

General  Instrument/Feb 

GRL 

n 

48- 

13 

42- 

27 

341/4 

24 

110 

NM- 

8 

11.1 

10.5 

0.70              j 

General  Mills/May 

GIS 

n 

77- 

23 

77- 

57 

705/8 

22 

109 

NM- 

13 

17.0 

13.8 

0.93 

General  Motors/Dec 

GM 

n 

51- 

25 

51- 

39 

46% 

12 

99 

13- 

5 

7.3 

9.1 

0.22 

General  Public  Utils/Dec 

GPU 

n 

47- 

12 

47- 

36 

441/8 

18 

105 

9- 

5 

8.8 

8.6 

0.84             |1 

General  Re/Dec 

GRN 

n 

96- 

36 

96- 

62 

82'/^ 

28 

114 

31- 

9 

12.6 

12.4 

2.67 

General  Signal/Dec 

GSX 

n 

61- 

33 

58- 

46 

53y8 

9 

97 

62- 

13 

13.1 

11.5 

0.54             ^ 

Genuine  Parts/Dec 

GPC 

n 

44- 

20 

44- 

36 

38 

5 

94 

25- 

13 

14.7 

13.4 

0.93             f 

Georgia  Gulf/Dec 

GGC 

n 

60- 

10* 

60- 

36 

431/2 

6 

94 

16- 

4" 

5.7 

7.5 

0.96            r 

Georgia-Pacific/Dec 

GP 

n 

62- 

21 

62- 

41 

44% 

5 

93 

15- 

5 

6.0 

7.3 

0.38             1 

Gerber  Products/Mar 

GEB 

n 

52^ 

11 

52-  33 

415/8 

26 

112 

30- 

9 

17.1 

13.3 

1.38             1 

Giant  Food/Feb 

GFSA 

a 

',6- 

8 

36- 

23 

26 

12 

100 

25- 

II 

14.4 

12.8 

048 

•Range  is  tor  less  than  period  indicated.     NA:  Not  available 
def:  Deficit.     Stock  prices  as  of  Mar.  23,  1990. 

or  ;ii 

•      NM 

Not  meaningful. 

E:  Estimate 

D-D:  Deficit  to  deficit. 

DP:  DeHcit  i 

0  profit 

'  4 
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indicated 
rate 

Dividt 

yield 

_j_ 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  cliange 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

def 

$-3.89 

$-3.89 

$6.03 

D-P 

22 

low 

$3.00 

8.8% 

NM 

5% 

9.4% 

5.88 

5.88 

6.71 

14% 

11 

average 

2.20 

5.1 

37% 

13 

7.1 

3.48 

3.48 

3.70 

6 

6 

average 

1.28 

4.0 

37 

5 

4.1 

1.82 

1.82 

3.30 

81 

11 

average 

1.60 

7.2 

88 

8 

7.7 

2.40 

2.40 

2.78 

16 

34 

average 

1.08 

6.1 

45 

15 

12.6 

3.20 

3.20 

3.29 

3 

11 

low 

1.24 

4.6 

39 

10 

11.1 

3.87 

3.87 

4.18 

8 

32 

very  high 

1.52 

4.0 

39 

13 

9.4 

3.73 

3.73 

4.04 

8 

9 

high 

1.12 

3.8 

30 

10 

0.9 

0.95 

0.95 

1.58 

66 

5 

low 

0.60 

4.6 

63 

53 

8.3 

4.05 

4.05 

4.55 

12 

3 

average 

1.20 

2.9 

30 

2 

10.2 

3.34 

3.34 

3.52 

5 

28 

high 

1.40 

6.6 

42 

22 

3.6 

2.43 

2.34E 

2.59 

11 

3 

high 

0.76 

3.2 

31 

12 

0.7 

2.54 

2.54 

2.98 

17 

13 

high 

1.00 

3.1 

39 

1 

31.4 

1.93 

1.93 

2.31 

20 

9 

high 

0.20 

0.4 

10 

17 

def 

-7.66 

-8.13 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

8.8 

3.67 

3.67 

3.74 

2 

22 

very  high 

2.64 

7.0 

72 

4 

1.7 

1.43 

1.35 

1.82 

35 

20 

average 

0.24 

0.6 

17 

-19 

4.6 

4.35 

4.35 

4.93 

13 

11 

average 

none 

NA 

NA 

NA 

3.0 

0.43 

0.43 

0.53 

23 

13 

high 

0.13 

1.2 

30 

92 

4.0 

8.22 

8.22 

6.85 

-17 

27 

low 

3.00 

6.2 

36 

40 

def 

-2.05 

-1.48 

0.65 

D-P 

1 

NM 

0.30 

2.4 

NM 

52 

11.3 

1.99 

1.99     , 

2.09 

5 

7 

average 

0.88 

3.3 

44 

6 

6.6 

3.12 

3.12 

3.30 

6 

26 

average 

2.28 

7.1 

73 

4 

31.3 

2.10 

2.00 

2.34 

17 

7 

high 

0.40 

1.2 

19 

80 

7.7 

2.17 

2.17 

2.12 

-2 

13 

low 

2.50 

7.4 

115 

38 

5.5 

1.17 

1.17 

1.42 

21 

4 

low 

none 

NA 

NA 

NA 

2.1 

0.99 

0.99 

1.10 

11 

25 

very  low 

0.68 

2.2 

69 

62 

11.3 

2.47 

2.47 

2.76 

12 

29 

high 

1.20 

3.0 

49 

9 

6.2 

2.77 

2.77 

3.52 

27 

20 

high 

0.76 

1.2 

27 

60 

9.4 

6.36 

6.36 

7.21 

13 

7 

average 

2.20 

3.3 

35 

15 

11.0 

13.74 

13.74 

10.36 

-25 

23 

average 

2.00 

1.4 

15 

18 

10.8 

6.61 

6.61 

1.29 

-80 

8 

low 

0.60 

4.7 

9 

6 

11.5 

0.51 

0.51 

0.64 

25 

25 

low 

none 

NA 

NA 

NA 

47.6 

12.83» 

13.16* 

1.19 

-91 

8 

low 

0.44 

1.9 

3 

14 

2.9 

7.01 

7.01 

6.77 

-3 

27 

average 

1.00 

2.7 

14 

5 

7.2 

4.36 

4.36 

4.91 

13 

26 

very  high 

1.88 

2.9 

43 

11 

7.2 

3.10 

2.91E 

3.26 

12 

8 

average 

0.50 

1.5 

16 

4 

5.5 

4.16 

4.48E 

5.13 

15 

26 

very  high 

2.20 

3.1 

53 

22 

3.3 

6.33 

6.33 

5.09 

-20 

28 

low 

3.00 

6.5 

47 

4 

9.? 

5.01 

5.01 

5.U 

2 

23 

high 

2.20 

5.0 

44 

110 

21.6 

6.52 

6.52 

6.64 

2 

30 

high 

1.52 

1.8 

23 

15 

4.1 

4.12 

4.12 

4.67 

13 

13 

average 

1.80 

3.3 

44 

1 

6.3 

2.58 

2.58 

2.83 

10 

25 

very  high 

1.38 

3.6 

53 

8 

17.4 

7.58 

7.58 

5.84 

-23 

14 

average 

1.00 

2.3 

13 

NA 

6.5 

7.42 

7.42 

6.08 

-18 

23 

average 

1.60 

3.6 

22 

18 

8.2 

2.43 

2.71E 

3.13 

15 

17 

high 

0.96 

2.3 

40 

7 

3.3- 

1.80 

1.80 

2.03 

13 

14 

high 

0.50 

1.9 

28 

18 

Sources.  William  O'Neil  &  Co 

1 

The  Institutional  Brokers  Estimate  System  (IBES).  a  service  of  Lynch,  Jones 

&  Ryan  via  Lotus  One  Source,  Forbes. 
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The  Forbes  500s 

on 

Wall  Street 

Company/fiscal  year-end 

Ticker 
symbol 

exch 

5-year 
high-low 

-Stock  price- 
1 2-month 
high-low 

Str  1  k  performance 
— tsiest  12  months — 
price       relative  to 
change        market 

— Stock  price 

ratios- 

price/ 
sales 

recent 

5-year          latest 
high-low    12  months 

1990 
est 

Gillette/Dec 

GS 

n 

53-  14 

53-  34 

511/4 

48% 

132% 

25- 

9 

19.0 

15.7 

1.30 

PH  Glatfelter/Dec 

GLT 

a 

49-  13 

49-  39 

42% 

6 

94 

.  21- 

6 

11.0 

10.9 

1.66 

GlenFed/June 

GLN 

n 

34-  10 

26-  13 

13 

-34 

,59 

8- 

3 

3.4 

3.8 

ai5 

Golden  West  Finl/Dec 

GDW 

n 

34-     9 

34-  18 

28 

58 

140 

14- 

4 

11.2 

9.0 

0.91 

Goldome/Dec 

GDM 

n 

7-     1* 

5-     1 

P/g 

-24 

68 

NM-  NM* 

NM 

2.7 

0.03 

BF  Goodrich/Dec 

GR 

n 

69-  28 

69-  37 

403/8 

-23 

69 

NM- 

6 

6.2 

9.6 

0.42 

Goodyear/Dec 

GT 

n 

77-  25 

60-  33 

371/2 

-17 

74 

43- 

4 

11.4 

9.2 

020 

WR  Grace/Dec 

GRA 

n 

39-  18 

39-  28 

29% 

-4 

86 

NM- 

10 

lOO 

11.6 

0.42 

WW  Grainger/Dec 

GWW 

n 

75-  29 

75-  53 

7378 

37 

122 

23- 

12 

16.8 

15.0 

1.17 

Great  American  Bank/Dec 

GTA 

n 

25-     3 

15-    3 

5 1/8 

-56 

39 

NM- 

3 

NM 

5.2 

0.08 

Great  American  Mgmt/July 

GAMI 

0 

26-  14 

25-  18 

24 

-4 

85 

NM- 

7 

NM 

NA 

013 

Great  A&P  Tea/Feb 

GAP 

n 

65-  15 

65-  48 

52% 

10 

98 

19- 

10 

13.7 

11.9 

018 

Great  Lakes  Bancorp/Dec 

GLBC 

0 

28-     8 

25-  14 

17'/2 

-13 

78 

7- 

2 

5.0 

5.8 

018 

Great  Lakes  Chemical/Dec 

GLK 

n 

51-  15 

51-  31 

50'/8 

55 

138 

27- 

9 

14.2 

12.6 

2.22 

Gt  Western  Financial/Dec 

GWF 

n 

25-     9 

25-  15 

16% 

7 

96 

32- 

5 

20.8 

6.6 

0.55 

Greater  NY  Savings/Dec 

GRTR 

0 

13-     5* 

13-     6 

71/8 

-37 

56 

14- 

3* 

8.8 

6.2 

0.30 

Greyhound  Dial/Dec 

G 

n 

46-  19 

38-  28 

30% 

3 

92 

59- 

9 

11.1 

10.3 

0.34 

Grumman/Dec 

GQ 

n 

36-  13 

23-  13 

15'/2 

-30 

63 

44- 

7 

8.1 

7.6 

015 

GTE/Dec 

GTE 

n 

72-  25 

72r-  45 

63 

38 

123 

NM- 

8 

15.1 

13.8 

1.19 

Gulf  States  Utils/Dec 

GSU 

n 

17-     5 

14-     8 

ir/8 

36 

121 

NM- 

3 

NM 

14.1 

0.80 

Halliburton/Dec 

HAL 

n 

48-   17 

48-  29 

45 '/2 

51 

134 

NM- 

22 

36.1 

25.7 

0.86 

MA  Hanna/Dec 

MAH 

n 

30-  11 

30-  22 

25% 

13 

100 

NM- 

5 

7.7 

10.3 

0.64 

Hannaford  Bros/Dec 

HRD 

n 

41-     9 

41-  26 

33 '/4 

25 

112 

22- 

11 

17.4 

15.2 

0.43 

Hanover  losurance/Dec 

HINS 

0 

38-   18 

33-  26 

29 

6 

95 

63- 

4 

7.2 

8.2 

0.37             J 

Harcourt  Brace/Dec 

HBJ 

n 

64-     2 

19-     2 

2% 

-71 

26 

NM- 

5 

4.5 

NM 

015              1 

Hamischfeger  Inds/Oct 

HPH 

n 

30-     9 

25-  15 

22% 

45 

129 

58- 

6 

12.4 

11.5 

047             1 

Harris  Corp/June 

HRS 

n 

43-  22 

40-  28 

32'/8 

16 

103 

40- 

9 

39.7 

9.8 

0.48             1 

Hartford  Steam  Boiler/Dec 

HBOL 

0 

59-  10 

59-  39 

56'/4 

35 

120 

16- 

7 

14.9 

15.4 

2.39 

Hasbro/Dec 

HAS 

a 

31-   10 

24-  17 

1978 

12 

100 

27- 

8 

12.7 

11.2 

0.83 

Hawaiian  Electric/Dec 

HE 

n 

40-  20 

40-  30 

36 

20 

106 

14- 

8 

11.8 

11.5 

087 

HJ  Heinz/Apr 

HNZ 

n 

36-  11 

36-  24 

3078 

27 

113 

22- 

12 

16.8 

14.6 

1.30             f 

Henley  Group/Dec 

HENG 

0 

62-  34 

60-  34* 

36 

-37 

56 

NA-  NA 

NM 

NM 

0.48        r 

Hercules/Dec 

HPC 

n 

74-  30 

52-  30 

35 '/8 

-24 

68 

NM- 

10 

NM 

107 

0.53             I 

Hershey  Foods/Dec 

HSY 

n 

38-  13 

37-  25 

31 

21 

108 

27- 

11 

16.3 

14.1 

115             f 

Hewlett-Packard/Oct 

HWP 

n 

74-  29 

58-  40 

46 '/2 

-10 

80 

31- 

11 

13.6 

12.6 

0.90 

Hibemia/Dec 

Hm 

0 

26-  10 

26-   16 

16% 

-9 

81 

12- 

7 

7.2 

6.4 

0.65               ^ 

Hillenbrand  Inds/Nov 

HE 

n 

45-   11 

45-  27 

421/2 

57 

140 

23- 

11 

21.0 

18.0 

1.39 

Hills  Dept  Stores/Jan 

HDS 

n 

13-     4* 

10-     4 

4% 

-44 

50 

NM- 

3' 

NM 

14.6 

0.04 

Hilton  Hotels/Dec 

HLT 

n 

116-  28 

116-  49 

51% 

-2 

88 

49- 

10 

22.7 

18.2 

2.60      • 

Home  Depot/Jan 

HD 

n 

47-     5 

47-  23 

45y8 

103 

181 

61- 

11 

32.1 

26.4 

1.27 

HomeFed/Dec 

HFD 

n 

48-   18 

48-  25 

29 '/2 

-9 

81 

10- 

4 

5.5 

5.3 

0.33 

Homestake  Mining/Dec 

HM 

n 

24-  10 

24-   13 

19'/8 

37 

122 

64- 

18 

34.8 

31.9 

4.15 

Homestead  Financial/Dec 

HFL 

n 

13-     1 

5-     1 

'V,. 

-76 

22 

NM- 

2 

NM 

NA 

O03 

Honeywell/Dec 

HON 

n 

92-  49 

92-  65 

87'/2 

33 

118 

NM- 

6 

6.2 

10.8 

058 

Geo  A  Hormel/Oct 

HRL 

a 

18-     4 

18-   11 

16% 

52 

136 

27- 

10 

17.6 

15.8 

0.52 

Household  Intlt/Dec 

HI 

n 

66-  33 

62-  46 

49% 

-14 

76 

23- 

7 

7.7 

8.0 

0.50 

Houston  Industries/Dec 

HOU 

n 

39-  23 

36-  27 

32% 

21 

107 

13- 

6 

9.9 

104 

1  09 

•Range  is  for  less  than  period  indicated.     tPrices  as  originally  reported  adjusted  for  splits;  stcxk  performance  includes  value  of  special  dixiriliutioas 

NA:  Not  available  or  applicable.     NM:  Not  meaningf  •!     E:  I^imnre     DO:  Deficit  to  deficit.     DP:  Deficit  to  profit,     def:  Deficit.     .St(Kk  prices  as  of  Mar.  23, 

1990. 
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' 

indicated 
rate 

Divid( 

yield 

_j^ 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

7.5% 

$2.70 

$2.70 

$3.26 

21% 

20 

very  high 

$0.96 

1.9% 

36% 

17% 

15.5 

3.85 

3.85 

3.90 

1 

7 

average 

1.00 

2.4 

26 

25 

4.2 

3.82 

3.92 

3.46 

-12 

12 

average 

1.20 

9.2 

31 

49 

8.1 

2.51 

2.51 

3.13 

25 

14 

average 

0.16 

0.6 

6 

25 

def 

-9.13 

-9.13 

0.60 

DP 

1 

NM 

none 

NA 

NA 

NA 

7.1 

6.48 

6.48 

4.21 

-35 

15 

low 

2.12 

5.3 

33 

7 

1.7 

3.28' 

3.28 

4.10 

25 

11 

low 

1.80 

4.8 

55 

5 

4.1 

2.97 

2.97 

2.57 

-13 

17 

average 

1.40 

4.7 

47 

0 

6.9 

4.39 

4.39 

4.93 

12 

17 

high 

1.04 

1.4 

24 

11 

def 

-5.17 

-5.17 

0.99 

D-P 

11 

very  low 

none 

NA 

NA 

NA 

def 

-0.76 

0.06 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

1.3 

3.84 

3.84 

4.44 

16 

11 

very  high 

0.70 

1.3 

18 

32 

3.6 

3.49 

3.49 

3.02 

-13 

3 

average 

0.80 

4.6 

23 

48 

15.5 

3.52 

3.52 

3.98 

13 

15 

average 

0.44 

0.9 

13 

16 

2.6 

0.78 

0.78 

2.46 

215 

14 

average 

0.80 

4.9 

103 

22 

4.1 

0.81 

0.81 

1.15 

42 

2 

NM 

0.48 

6.7 

59 

NA 

3.1 

2.75 

2.75 

2.94 

7 

14 

high 

1.32 

4.3 

48 

2 

1.9 

1.91 

1.91 

2.04 

7 

14 

average 

1.00 

6.5 

52 

1 

8.1 

4.16 

4.16 

4.57 

10 

25 

high 

2.92 

4.6 

70 

8 

0.8 

-0.46 

-0.46 

0.84 

DP 

21 

low 

none 

NA 

NA 

NA 

2.4 

1.26 

1.26 

1.77 

40 

33 

average 

1.00 

2.2 

79 

-12 

7.8 

3.34 

3.34      - 

2.49 

-25 

8 

average 

0.50 

2.0 

15 

15 

• 

2.5 

1.91 

1.91 

2.19 

15 

10 

high 

0.44 

1.3 

23 

11 

5.1 

4.02 

4.02 

3.56 

-11 

10 

low 

0.44 

1.5 

11 

11 

7.8 

0.61 

0.61 

-1.85 

P-D 

8 

very  low 

none 

NA 

NA 

NA 

3.8 

1.83 

1.66 

1.97 

19 

13 

average 

0.20 

0.9 

11 

NA 

1.2 

0.81 

0.55 

3.28 

496 

17 

high 

0.96 

3.0 

119 

1 

16.0 

3.78 

3.78 

3.65 

-3 

17 

average 

1.60 

2.8 

42 

48 

6.5 

1.56 

1.56 

1.77 

13 

13 

high 

0.20 

1.0 

13 

29 

7.2 

3.06 

3.06 

3.13 

2 

8 

high 

2.16 

6.0 

71 

6 

8.1 

1.84 

1.88E 

2.12 

13 

27 

high 

0.84 

2.7 

46 

17 

def 

-9.44 

-9.44 

-3.68 

D-D 

5 

very  low 

none 

NA 

NA 

NA 

def 

-2.09 

-2.09 

3.27 

D-P 

22 

low 

2.24 

6.4 

NM 

9 

7.1 

1.90 

1.90 

2.20 

16 

25 

high 

0.78 

2.5 

41 

12 

6.6 

3.41 

3.52 

3.69 

5 

41 

average 

0.42 

0.9 

12 

16 

8.9 

2.30 

2.30 

2.60 

13 

14 

average 

1.00 

6.0 

43 

16 

6.6 

2.02 

2.02 

2.36 

17 

10 

high 

0.55 

1.3 

27 

19 

def 

-0.18 

0.15E 

0.30 

100 

7 

low 

none 

NA 

NA 

NA 

11.5. 

2.27 

2.27 

2.84 

25 

17 

average 

1.00 

1.9 

44 

3 

4.1- 

1.42 

1.42 

1.73 

22 

15 

average 

0.12 

0.3 

8 

NA 

6.1 

5.36 

5.36 

5.52 

3 

14 

average 

0.20 

0.7 

4 

0 

11.8 

0.55 

0.55 

0.60 

9 

23 

low 

0.20 

1.0 

36 

25 

def 

-1.74 

-1.74 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

10.0 

14.18 

14.18 

8.14 

-43 

16 

average 

2.75 

3.1 

19 

2 

2.9 

0.93 

0.92 

1.04 

13 

10 

high 

0.26 

1.6 

28 

16 

6.9 

6.47 

6,47 

6.20 

-4 

17 

high 

2.14 

4.3 

33 

7 

10.9 

3.32 

3.32 

3.15 

-5 

23 

average 

2.96 

9.0 

89 

3 

Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBESJ,  a  senice  of  Lynch,  Jotres  &  Ryan  via  LotiLt  One  Source:  Fokhes. 
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.  1500  MIIJES  FROM  AUSrRAIJA,THE  QE2 
*' ,        REUES  ON  ITS  SATELUrE 
NAVIGAnON  SYSTEM,  ITS  DOPPLER  LOG 
AND  ITS  MURATA  FAX  MACHINE. 


The  Queen  Elizabeth  2  uses  a  Murata  fax  to  relay  manifests,  weather  reports  and  supply  requests  to  the 
next  port.  Sixteen  years  ago  M  urata  was  a  pioneer  in  the  fax  niarket .  Today  we  re  a  k\dcr  with  a  complete 


FcTrnorein/brrmiflon,caJn-800-543-4636,auuuic£lu'tiS.(:aI/2I4-        5.300  <=Mu,oMfiu.,««>H.„n,>iw. 


line  of  feature  packed,  easy-to-use  machines.  They're  extremely  reliable,  too. 
Which  is  critical,  even  if  your  office  isn't  thousands  of  miles  from  shore. 

Forlhe  Most  Important  Business 
In  TheWorld.  YoursJ" 


e  Forbes  500s  on  Wall  Street 


Company/ftiM'al  \i-m!  L'nci 


Ticker 
symbol 


exch 


5-year 
high-low 


-Stock  price- 
1 2-month 
high-low 


recent 


St  .:.k  performance 
— latest  12  months — 
price       relative  to 
change        market 


Stock  price  ratios- 

price/earnings 

5-year  latest  1990 

high-low    12  months         est 


Howard  Savings  Bank/Dec 


HWRD 


38-5        23-5 


55/8 


-70% 


26%    NM- 


NM 


Hubbeil 
Human.. 


Huntini;iort  Bcshs/Dec 


HUBB 


46-  17       46-  32 


41% 


26 


112 


19-  11 


15.0 


HUM 


44-  16       44-  29 


39 '/2 


38 


1^3 


60-     8 


13.9 


HBAN 


23-  11        23-   16 


18 


97 


16-     7 


8.5 


Illinois  Tool  Works/Dec 


ITW 


50-  14       50-  34 


4878 


44 


128 


33-   12 


16.0 


3.9 


13.8 


13.5 


7.5 


14.5 


price/ 
sales 


0.16 


1.76 


0.88 


0.79 


ICH/Dcc 

ICH 

a 

33-     3 

7-     3 

3 

-38 

55 

NM- 

6 

NM 

3.5 

0.06 

itlajio  Power/Dec 

IDA 

n 

31-  19 

30-  23 

26% 

16 

103 

24- 

8 

11.3 

11.7 

1.84 

Illinois  Power/Dec 

IPC 

n 

32-  13 

19-  13 

18'/4 

2 

91 

NM- 

6 

NM 

12.2 

1.05 

1.21 


IMC  Fertilizer  Group/June 


IFL 


50-  23*      46-  31 


355/8 


-18 


73 


11-     6» 


8.5 


10.6 


0.81 


INB  Financial/Dec 


INBF 


36-  16       33-  25 


271/4 


-6 


84 


20-     7 


7.4 


0.74 


Independence  Bancorp/Dec 


INBC 


36-  If 


28-   U 


19^. 


-3 


86 


NM- 


14.3 


8.4 


0.81 


Ingersoll-Rand/Dec 


IR 


57-   18        57-  36 


54 '/2 


47 


131 


23-  10 


14.4 


12.5 


0.82 


Inland  Steel  Inds/Dec 


IAD 


49-  15       47-  30 


34 '/4 


-13 


77 


23-     5 


10.9 


13.3 


0.28 


Integra  Financial/Dec 


ITGR 


38-  16       31-  23 


241/2 


89 


22-     8 


17.3 


8.3 


0.85 


Intel/Dec 


INTC 


44-  11 


44-  23 


42 '/2 


76 


157        NM-     8 


20.5 


15.0 


2.51 


Interco/Feb 


ISS 


74-     1/4 


3-       '/4 


-85 


14 


NM- 


NM 


NA 


0.01 


Intergraph/Dec 


INGR 


41-  14       24-  14 


21'. 


39 


123 


31-     9 


14.3 


13.0 


1.23 


IBM/Dec 


IBM 


176-  93      119-  93 


105 


-4 


85 


23-  11 


16.2 


10.6 


0.96 


Intl  Flavors  &  Frags/Dec 


IFF 


78-  27        78-  49 


591/4 


105 


23-   13 


16.2 


14.5 


2.60 


Intl  Minerals  &  Chem/June 


IGL 


60-  25        60-  39 


561/2 


44 


129        NM-     9 


17.2 


20.1 


1.01 


Intl  Multifoods/Feb 


IMC 


40-  18       33-  24 


30 


96 


25-     8 


13.6 


12.6 


0.19 


International  Paper/Dec 


IP 


59-  22       59-  45 


515/8 


14 


102 


27- 


6.7 


8.0 


0.49 


Interpublic  Group/Dec 


IPC 


38-  12       38-26 


33 


26 


112 


21-   10 


15.7 


13.9 


0.94 


Ipalco  Enterprises/Dec 


IPL 


30-  16       27-  22 


245/8 


12 


100 


15-     6 


9.7 


9.4 


1.55 


Itel/Dec 


ITL 


29- 


29-   \i 


19  Vi 


-6 


84 


NM-  38 


41.5 


15.2 


0.45 


ITT/Dec 


ITT 


66-  30       65-  51 


52'/4 


91 


30-     6 


8.0 


8.0 


0.32 


James  River  Corp  Va/Apr 


IR 


44-  16       34-  23 


241/2 


-12 


78 


23-     8 


8.9 


8.6 


0.33 


Jefferson-Pilot/Dec 


JP 


46-  23       46-  32 


391/8 


21 


108 


17-     6 


10.7 


II. 1 


1.27 


Johnson  &  Johnson/Dec 


JNJ 


61-  20       61-  44 


55% 


27 


113 


39-   11 


17,2 


15.0 


1.90 


Johnson  Controls/Sept 


JCI 


47-  20        47-  27 


301/4 


-13 


77 


19-     8 


12.7 


11.2 


0.31 


JWP/Dec 


JWP 


35-     5       35-18 


301/2 


71 


152 


33- 


16.1 


13.2 


0.38 


K  mart/Jan 


KM 


48-  20       45-  32 


341/4 


23-     7 


21.3 


8.4 


0.23 


Kansas  City  P&L/Dec 


KLT 


36-  18       36-  29 


325/8 


12 


100 


1,3-     4 


9.9 


Kansas  Power  &  Light/Dec 


KAN 


33-  17       25-  22 


225/8 


93 


Kaufman  &  Broad  Home/Nov 


KBH 


22- 


22-   10 


121/8 


18 


105 


13-     8 
13-     4* 


11.0 


5.0 


Kellogg/Dec 


K 


82-  23        82-  59 


60% 


91 


23-   12 


17.5 


Kelly  Services/Dec 


KELYA 


42-  13       42-  27 


35 


28 


Kemper/Dec 


KEM 


52-  17       52-  31 


37% 


21 


114 
108 


28-   12 


14.8 


19-     6 


6.3 


Kentucky  Utilities/Dec 


KU 


24-   13       21-  18 


19% 


Kerr-McGee/Dec 


KMG 


52-  24       52-  41 


501/4 


7 
21 


96 


17-     9 


9.8 


108 


NM-    10 


15.7 


KeyCorp/Dec 


KEY 


31-   17       30-  23 


251/4 


97 


LV 


7.9 


Kimberly-Clark/Dec 


KMB 


75-  24        75-  59 


635/8 


King  World  Prods/Aug 


KWP 


45-     4        45-  23 


42y4 


Knight-Ridder/Dec 


KRI 


61-  32       58-  43 


5i 


7 
72 
16 


95 


20-     9 


12.1 


153 


33-     7 


13.7 


103 


26-   11 


11.0 


Kroger/Dec 


KR 


59- 


20-  10 


1278 


26 


112        NM- 


NM 


Lafarge/Dec 


LAF 


21- 


21-   16 


191/8 


21 


108 


31-     6 


9.7 


Landmark  Land/Dec 


LML 


25-     6       23-     6 


135/4 


-28 


64        NM- 


NM 


'Range  is  for  less  than  period  indicated.     NA;  Not  available  or  applicable.     NM:  Not  meaningful, 
def;  Deficit.     Stock  prices  as  of  Mar.  23,  1990. 


9.7 


9.9 


6.1 


14.4 


13.4 


8.1 


9.7 


17.2 


6.9 


11.5 


12.8 


15.5 


33.0 


9.7 


NA 


E:  Estimate     D  D:  Deficit  to  deficit      D  1'  Deficit  to  profit. 


1.38 


0.69 


0.27 


1.58 


0,76 


0.67 


1.41 


0.82 


0.65 


0.90 


2.52 


1.16 


0.06 


0.65 


0,20 
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indicated 
rate 

Divid< 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

def 

$-4.61 

$-4.61 

$1.46 

D-P 

2 

NM 

$0.60 

10.7% 

NM 

NA 

11.9% 

2.78 

2.78 

3.03 

9% 

10 

high 

1.36 

3.3 

49% 

17% 

6.5 

2.84 

2.56 

2.92 

14 

27 

high 

1.04 

2.6 

37 

9 

9.3 

2.11 

2.11 

2.41 

14 

12 

average 

0.74 

4.1 

35 

10 

def 

-5.30 

-5.30 

0.85 

55 

5 

low 

none 

NA 

NA 

NA 

17.1 

2.37 

2.37 

2.30 

-3 

18 

average 

1.86 

6.9 

78 

2 

def 

-AM 

-4.34 

1.50 

DP 

22 

average 

none 

NA 

NA 

NA 

7.5 

3.06 

3.06 

3.38 

10 

11 

very  high 

0.60 

1.2 

20 

13 

9.6 

4.20 

5.27 

3.36 

-36 

10 

average 

1.08 

3.0 

26 

NA 

9.2 

3.38 

3.38 

3.71 

10 

9 

high 

1.20 

4.4 

36 

15 

5.5 

1.39 

1.39 

2.38 

71 

6 

average 

1.16 

5.8 

83 

4 

5.9 

3.78 

3.78 

4.35 

15 

21 

high 

1.20 

2.2 

32 

2 

2.9 

3.15 

3.15 

2.57 

-18 

17 

low 

1.40 

4.1 

44 

NA 

5.0 

1.42 

1.42 

2.95 

108 

6 

average 

1.20 

4.9 

85 

16 

12.5 

2.07 

2.07 

2.84 

37 

36 

average 

none 

NA 

NA 

NA 

def 

-0.60 

-1.42E 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

9.2 

1.48 

1.48 

1.62 

9 

18 

average 

none 

NA 

NA 

NA 

6.0 

6.47 

6.47 

9.87 

53 

38 

high 

4.84 

4.6 

75 

2 

15.9 

3.65 

3.65 

4.10 

12 

18 

high 

2.16 

3.6 

59 

17 

7.0 

3.29 

4.49 

2.81 

-37 

10 

low 

1.00 

1.8 

30 

-15 

1.4 

2.20 

1.92E 

2.39 

24 

6 

high 

1.18 

3.9 

54 

0 

7.6 

7.72 

7.72 

6.42 

-17 

22 

average 

1.68 

3.3 

22 

8 

5.8 

2.10 

2.10 

2.38 

13 

12 

very  high 

0.68 

2.1 

32 

14 

16.1 

2.54 

2.54 

2.62 

3 

15 

high 

1.80 

7.3 

71 

4 

1.4 

0.47 

0.47 

1.28 

172 

10 

low 

none 

NA 

NA 

NA 

4.6 

6.52 

6.52 

6.50 

0 

20 

average 

1.60 

3.1 

25 

13 

4.0 

2.74 

2.78E 

2.84 

2 

12 

average 

0.60 

2.4 

22 

12 

12.1 

3.65 

3.65 

3.54 

-3 

24 

average 

1.36 

3.5 

37 

8 

11.1 

3.25 

3.25 

3.72 

14 

32 

very  high 

1.16 

2.1 

36 

16 

2.4 

2.38 

2.55 

2.71 

6 

17 

average 

1.20 

4.0 

50 

7 

2.2 

1.90 

1.90 

2.31 

22 

7 

high 

none 

NA 

NA 

NA 

1.1 

1.61 

1.61 

4.06 

152 

35 

average 

1.64 

4.8 

102 

15 

14.8 

3.31 

3.31 

3.35 

1 

17 

high 

2.56 

7.8 

77 

3 

6.5 

2.05 

2.05 

2.28 

11 

15 

average 

1.80 

8.0 

88 

4 

6.4 

2.44 

2.44 

1.98 

-19 

7 

low 

0.30 

2.5 

12 

NM 

9.1 

3.46 

3.46 

4.18 

21 

36 

average 

1.92 

3.2 

55 

19 

5.1 

2.36 

2.36 

2.62 

11 

7 

very  high 

0.66 

1.9 

28 

17 

11.1 

5.96 

5.96 

4.68 

-21 

17 

average 

0.92 

2.4 

15 

9 

15.5 

2.02 

2.02 

2.06 

2 

13 

average 

1.46 

7.3 

72 

3 

5.1c 

3.20 

3.20 

2.93 

-8 

28 

average 

1.32 

2.6 

41 

3 

8.3 

3.20 

3.20 

3.66 

14 

14 

very  high 

1.28 

5.1 

40 

12 

7.4 

5.26 

5.26 

5.52 

5 

22 

high 

2.72 

4.3 

52 

21 

NA 

3.12 

2.91 

3.34 

15 

10 

high 

none 

NA 

NA 

NA 

10.9 

4.71 

4.71 

3.35 

-29 

24 

average 

1.32 

2.5 

28 

15 

def 

-0.23 

-0.23 

0.39 

D-P 

9 

very  low 

none 

NA 

NA 

NA 

6.7 

1.98 

1.98 

1.98 

0 

12 

average 

0.40 

2.1 

20 

25 

def     * 

-0.07 

0.00 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  ]one'^ 

&  Ryan  via  Lotus  One  Source:  Forbes 
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e  Forbes  500s  on  Wall  Street 


Company/fi.sc-<i.' 
Liberty  Naii 


Ticker 
symbol 


exch 


5-year 
high-low 


-Stock  price- 
1 2-month 
high-low 


recent 


St  w  ^tcforraance 
— iatest  12  months — 
price       relative  to 
change        market       high-low    12  months 


Stock  price  ratiofr- 


price/earnings- 

5-year  latest 


1990 
est 


LNBC 


31-  14       31-  26 


26'/4 


-2% 


87% 


14-     8 


8.6 


Eli  Lilly  I 


LLY 


69-  19       69-  50 


61% 


23 


109 


36-  11 


19.3 


Limitt, 
UN  K; 

;  in-:  .;  : 


LTD 


53-  12       42-  25 


41 '/8 


49 


p3 


40-   12 


21.4 


„;/Dec 


LINE 


131-  13      131-  80 


80 


83 


NM-   18 


74.8 


'umaliDcc 


LNC 


63-  36       63-  47 


53% 


97 


20-     8 


8.8 


8.0 


16.0 


17.6 


29.3 


10.1 


price/ 
sales 


0.86 


4.13 


1.59 


16.46 


0.28 


iusiaes/July 


LIT 


108-  64       98-71 


731/2 


50-     9 


10.3 


10.1 


0.35 


Liz  Liaibotne/Dec 


LIZC 


39-     9       28-17 


24 '/4 


45 


129 


33-     9 


13.0 


11.6 


1.52 


Lockheed/Dec 


LK 


62-  29       55-  34 


36'/4 


-19 


72        NM-     4 


NM 


7.0 


0.23 


Loews/Dec 


LTR 


135-  42      135-  86       105'/2 


22 


109 


15- 


8.7 


9.2 


0.71 


Lone  Star  Tech/Dec 


LSST 


24-     3* 


11- 


4% 


-49 


46     NM-  NM* 


NM 


NM 


0.16 


Long  Island  Lighting/Dec 


LIL 


20-     6       20-  15 


19'/ 


27 


114 


NM- 


NM 


8.2 


0.91 


Longs  Drug  Stores/Jan 


LDG 


49-  24        49-  35 


42 '/4 


20 


107 


23-   12 


14.0 


12.8 


0.40 


Loral/Mar 


LOR 


49-  25       37-  28 


30% 


-14 


76 


22-  10 


9.9 


8.5 


0.68 


Lotus  Development/Dec 


LOTS 


39-     5       38-  19 


343/4 


67 


149 


30-     7 


21.6 


15.3 


2.60 


Louisiana  Land/Dec 


LLX 


46-  23       46-  34 


41% 


22 


108        NM- 


25.9 


27.1 


1.63 


Louisiana-Pacific/Dec 


LPX 


45-  17       45-  30 


44 '/2 


50 


133 


41-      7 


8.8 


lO.i 


0.83 


Louisville  G&E/Dec 


LOU 


44-  26       42-  32 


395/8 


20 


106 


14-     8 


12.4 


11.6 


1.24 


Lowe's  Cos/Jan 


LOW 


42-  15       34-22 


325/8 


40 


125 


25- 


16.2 


14.4 


0.46 


LTV/Dec 


LTV 


11- 


1 


1 


l'/2 


-37 


56     NM-  NM 


0.7 


0.7 


0.03 


Lubrizol/Dec 


LZ 


45-  20        45-  33 


35  ys 


-2 


87 


23-   10 


14.2 


12.6 


1.08 


Lyondell  Petrochemt/Dec 


LYO 


34-   17       30-  17 


17'/4 


-31 


61 


4-     3 


3.7 


5.3 


0,26 


Mack  Trucks/Dec 


MACK 


21- 


14-     5 


6'/2 


-52 


42 


NM-     6 


NM 


NM 


0.11 


Manufacturers  Hanover/Dec 


MHC 


58-  19       45-  28 


34y8 


NM- 


NM 


6.2 


0.29 


Manufacturers  Natl/Dec 


MNTL 


60-  25       60-  44 


49 


97        NM- 


6.9 


6.5 


0.67 


Manville/Dec 


MVL 


71-     7 


11- 


11 


99 


38- 


5.7 


0.19 


Mapco/Dec 


MDA 


43-   15       43-  30 


385/8 


25 


111 


25- 


12.7 


10.5 


0.66 


Marion  Merrell  Dowt/June 


MKC 


42- 


37-  22 


21% 


66 


148 


71-   14 


64,4 


12.7 


5.64 


Marriott/Dec 


MHS 


44-  16       41-  26 


27 '/8 


-10 


80 


30-   14 


17.2 


13.0 


0.35 


Marsh  &  McLennan  Cos/Dec 


MMC 


90-  30       90-  59 


685/8 


16 


103 


25-   11 


16.7 


14.8 


2.05 


Marshall  &  Usley/Dec 


MRIS 


39-  20       38-  30 


33 


12 


100 


14-     8 


8.6 


7.9 


0.90 


Martin  Marietta/Dec 


ML 


57-  31        54-38 


42 '/4 


83 


15-     6 


7.3 


6.7 


0.37 


Masco/Dec 


MAS 


41-  14       31-  24 


25% 


90 


25-   11 


17.9 


12.4 


1.24 


Masco  Industries/Dec 


MASX 


19- 


10-     6 


-35 


58        NM- 


10.3 


8.2 


0.27 


Mattel/Dec 


MAT 


22-     6       22-11 


19% 


71 


152        NM-   10 


12.4 


Maxxam/Dec 


MXM 


51-     8       51-  26 


41 


49 


133 


NM-     3 


3.2 


May  Dept  Stores/Jan 


MA 


53-  21        53-  37 


48 '/2 


30 


116 


20-     8 


13.4 


10.5 
NA 


11,2 


0.78 


0,15 


0.63 


Maytag/Dec 


MYG 


32-  12       27-   17 


16% 


-16 


75 


21- 


13.3 


MBLA/Dec 


MBI 


33-  11*      33-  23 


30% 


27 


113 


12-     5* 


MCA/Dec 


MCA 


n 


71-  30        71-  49 


511/8 


88 


37-   15 


11.2 
19.5 


McCaw  Cellular/Dec 


MCAWA       o 


47-  11*      47-  28 


30% 


-18 


McCormick  &  Co/Nov 


MCCRK        o 


27-     8        27-  14 


205/h 


45 


73     NM-  NM* 

7~ 


NM 


129 


28- 


6.7 


McDonald's/Dec 


MCD 


35-  13       35-  24 


31% 


29 


115 


22-   11 


16.1 


McDomiell  Douglas/Dec 


MD 


95-  50       95-  50 


55% 


-39 


54        NM-     7 


53.3 


McGraw-Hill/Dec 


MHP 


86-  40       86-  49 


525/8 


MCI  Communications/Dec 


MCIC 


49-     5       49-  26 


35% 


McKesson/ .Mar 


MCK 


40-  21        40-  30 


36y8 


Mead/Dec 


MEA 


50-   18       47-  30 


3iy8 


-21 
IT 
I9" 
aT 


70 


NM-   12 


64.2 


119        NM-   13 


15.7 


106 


21-   11 


15,1 


78 


18- 


9  6 


•Range 


•han  period  indicated.     tPrices 
Not  meaningful.     E;  Estimate. 


as  originally  reported  adju.sted  for  .splits;  stock 
D-D:  Deficit  to  deficit,    D-P:  Deficit  to  profit. 


12.3 


10.2 


17.0 


NM 


14.2 


14.2 


12.0 


14,1 


11.9 


13.8 


ii.y 


performance  includes  value  of  special  disirihuiioas. 
def:  Deficit,     Stock  prices  ;ls  of  Mar  23,  1990. 


0,58 


6.60 


1.11 


9.96 


0.68 


1,87 


0,15 


1,4.3 


1,37 


0,19 


0  43 


NA:  Not  availahlc  or 
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indicated 
rate 

Dividt 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

9.4% 

$3.07 

$3.07 

$3.29 

7% 

4 

high 

$0.94 

3.6% 

31% 

22% 

22.5 

3.20 

3.20 

3.86 

21 

37 

high 

1.64 

2.7 

51 

14 

7.5 

1.92 

1.92 

2.34 

22 

30 

high 

0.48 

1.2 

25 

32 

22.9 

1.07 

1.07 

2.73 

155 

7 

average 

none 

NA 

NA 

NA 

3.3 

6.06 

6.06 

5.30 

-13 

26 

average 

2.60 

4.9 

43 

14 

3.5 

7.16 

7.05 

7.28 

3 

20 

very  high 

none 

NA 

NA 

NA 

11.7 

1.87 

1.87 

2.09 

12 

15 

high 

0.20 

0.8 

11 

22 

0.0 

0.03 

0.03 

5.21 

NM 

27 

average 

1.80 

5.0 

NM 

24 

8.2 

12.07 

12.07 

11.44 

-5 

9 

average 

1.00 

0.9 

8 

-18 

def 

-9.50 

-9.50 

-0.16 

D-D 

4 

very  low 

none 

NA 

NA 

NA 

def 

-1.57 

-1.57 

2.34 

D-P 

21 

average 

1.00 

5.2 

NM 

NA 

2.9 

3.01 

3.01 

3.30 

10 

11 

very  high 

0.96 

2.3 

32 

6 

6.8 

3.11 

3.11E 

3.60 

16 

20 

average 

0.80 

2.6 

26 

11 

12.2 

1.61 

1.61 

2.27 

41 

29 

average 

none 

NA 

NA 

NA 

6.6 

1.60 

1.60 

1.53 

-4 

23 

low 

1.00 

2.4 

63 

0 

9.6 

5.04 

5.04 

4.14 

-18 

16 

low 

1.00 

2.2 

20 

7 

11.2 

3,20 

3.20 

3.42 

7 

11 

average 

2.78 

7.0 

87 

5 

2.8 

2.01 

2.01 

2.26 

12 

16 

average 

0.52 

1.6 

26 

6 

4.2 

2.06 

2.06 

2.04 

-1 

2 

NM 

none 

NA 

NA 

NA 

7.7 

2.52 

2.52 

2.86 

13 

13 

average 

1.44 

4.0 

57 

5 

7.0 

4.67 

4.67 

3.23 

-31 

9 

low 

1.60 

9.3 

34 

NA 

def 

-6.25 

-6.25      , 

-1.66 

D-D 

10 

low 

none 

NA 

NA 

NA 

def 

-11.49 

-11.49 

5.53 

DP 

24 

low 

3.28 

9.5 

NM 

3 

9.8 

7.06 

7.06 

7.51 

6 

12 

high 

2.16 

4.4 

31 

15 

9.0 

1.48 

1.48 

1.00 

-32 

5 

low 

none 

NA 

NA 

NA 

5.7 

3.04 

3.04 

3.68 

21 

8 

average 

1.00 

2.6 

33 

12 

4.3 

0.34 

1.46 

1.73 

18 

18 

high 

0.60 

2.7 

176 

54 

2.3 

1.58 

1.58 

2.99 

32 

18 

average 

0.28 

1.0 

18 

25 

12.1 

4.10 

4.10 

4.65 

13 

29 

average 

2.50 

3.6 

61 

23 

10.9 

3.84 

3.84 

4.17 

9 

9 

high 

1.08 

3.3 

28 

17 

5.3 

5.82 

5.82 

6.33 

9 

26 

high 

1.35 

3.2 

23 

7 

7.0 

1.42 

1.42 

2.05 

44 

16 

average 

0.52 

2.0 

37 

21 

2.8 

0.58 

0.58 

0.73 

26 

12 

low 

none 

NA 

NA 

NA 

6.4 

1.60 

1.60 

1.90 

19 

12 

average 

none 

NA 

NA 

NA 

4.8 

12.97 

12.97 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

5.2 

3.63 

3.63 

4.32 

19 

33 

high 

1.58 

3.3 

44 

11 

4.3 

1.27 

1.27 

1.37 

8 

14 

high 

0.95 

5.6 

75 

4 

59.6 

2.74 

2.74 

3.03 

11 

6 

average 

0.40 

1.3 

15 

NA 

5.7 

2.62 

2.62 

3.01 

15 

20 

average 

0.68 

1.3 

26 

1 

def 

-1.95 

-1.95 

-i.no 

D-D 

6 

very  low 

none 

NA 

NA 

NA 

10.9 

3.09 

3.09 

1.45 

-53 

10 

high 

0.44 

2.1 

14 

10 

12.0 

1.95 

1.95 

2.21 

13 

26 

very  high 

0.31 

1.0 

16 

9 

0.3 

1.04 

1.04 

4.61 

343 

27 

low 

2.82 

5.1 

NM 

10 

2.2 

0.82 

0.82 

3.73 

355 

17 

average 

2.16 

4.1 

NM 

10 

9.3 

2.26 

2.26 

2.98 

32 

26 

high 

none 

NA 

NA 

NA 

1.4 

2.44 

2.39E 

2.68 

12 

10 

high 

1.44 

3.9 

59 

5 

4.7 

3.33 

3.33 

2.69 

-19 

21 

low 

0.88 

2.8 

26 

10 

Sources  William  ONeil  &  Co. 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Lotus  One  Source,  Forbes. 
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Some  fifteen  years  ago,  inj 
two  young  men  had  a  visional 
computers  could  be  so  easyii 
people  to  learn... to  express.. .» 
they  had  never  done  before.! 

company  withs 

^    effect  compuii 

^  would  choose  as 


tjmjm  Shares 

Apple  Computer,  Inc. 


( 'omnuin  Sbit-k 
ItenmherlS.  I9H0 

/'Tin  KLl  fi  Sfwn' 


Kin.. 

vision.  AsJohnI* 
rote, " . .  tm  NASDAQ  systema 


a  small  town  in  California, 
^.  vision  that,  one  day,  persona 
:o  use,  that  they  would  enable 
:o  open  their  minds  in  ways 
It  seems  natural  then  that  a 
such  a  vision  of  the  profounc 
:rs  could  have  on  the  worlc 
stock  market  that  shared  that 
Naisbitt,  author  of  Megatrends 
and  its  companies  epitomize 

L  i    1/1/  yy       V  tj  t^       /   LA/  V  lyV  I    t^  •  THE  STOCK  MARKET  FOR  THE  NEXT  lOO  YEARS. 


The  Forbes  500s 

on 

Wall  Street 

^ 

Company/fiscal  year-end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

P 

5-year 
high-low 

— Stock  price 

rirp/f*arninpc— 

rating— 

price/ 
sales 

12-month 
high-low 

recent 

latest 
12  months 

1990 
est 

Medtronic/Apr 

MDT 

n 

71-   14 

71-  41 

61% 

50% 

134% 

20- 

11 

16.1 

13.5 

2.11 

Mellon  Bank/Dec 

MEL 

n 

73-  23 

38-  24 

25 

-10 

80 

NM- 

7 

7.5 

5.0 

0.25 

Melville/Dec 

MES 

n 

54-  20 

54-  40 

46% 

17 

104 

18- 

8 

13.0 

11.6 

0.63 

Mercantile  Bancorp/Dec 

MTRC 

0 

37-  17 

29-  24 

26 

0 

89 

NM- 

7 

NM 

8.2 

0.56 

Mercantile  Bkshs/Dec 

MRBK 

0 

28-   12 

28-  20 

22'/2 

13 

100 

16- 

8 

9.4 

8.5 

1.35 

Mercantile  Stores/Jan 

MST 

n 

53-  22 

51-  34 

37'/2 

-15 

75 

21- 

9 

10.6 

9.3 

0.60 

Merchants  National/Dec 

MCHN 

0 

41-  16 

32-  24 

231/2 

-10 

80 

38- 

7 

8.3 

6.3 

0.64 

Merck/Dec 

MRK 

n 

81-  16 

81-  64 

69'/8 

9 

97 

36- 

14 

18.4 

15.4 

4.20 

Meridian  Bancorp/Dec 

MRDN 

0 

28-  14 

27-  17 

175/8 

-15 

76 

13- 

6 

7.5 

7.0 

0.60 

Meritor  Savings  Bank/Dec 

MTOR 

0 

13-     2 

6-     2 

2% 

-37 

56 

NM- 

8 

NM 

NM 

0.06 

Merrill  Lynch/Dec 

MER 

n 

47-  20 

37-  21 

21V8 

-21 

70 

NM- 

6 

NM 

11.6 

0.19 

Metro  Mobile  CTSt/Sept 

MMZA 

a 

79-  12» 

79-  58 

67'/2 

12 

100 

NM-  NM* 

NM 

NM 

9.92 

Fred  Meyer/Jan 

MEYR 

0 

23-  10* 

23-  13 

133/4 

-19 

73 

NM- 

8* 

NM 

7.9 

0.13 

Michigan  National/Dec 

MNCO 

0 

58-  24 

58-  39 

39'/4 

-11 

79 

14- 

3 

3.4 

5.7 

0.47 

Micron  Technology/ Aug 

MCRN 

0 

26-     3 

26-     7 

12>/8 

-32 

60 

N.M- 

4 

62 

NM 

1.11 

Microsoh/June 

MSFT 

0 

29-     3 

29-  12 

27V8 

119 

195 

49- 

13 

15.1 

12.2 

1.58 

Midlantic/Dec 

MIDI 

0 

52-  18 

48-  18 

19'/8 

-50 

45 

13- 

4 

3.6 

3.6 

0,31 

Minn  Mining  &  Mfg/Dec 

MMM 

n 

85-  37 

85-  66 

83 '/4 

24 

110 

22- 

11 

14.9 

13.7 

1,55 

Minnesota  Power  &  Lt/Dec 

MPL 

n 

35-   16 

28-  23 

25^/8 

9 

97 

13- 

7 

8.8 

10.4 

1.60 

MNC  Financial/Dec 

MNC 

n 

29-  11 

29-  18 

195/8 

-13 

77 

12- 

5 

6.9 

5.3 

0.55 

Mobil/Dec 

MOB 

n 

63-  26 

63-  48 

61'/4 

25 

111 

24- 

7 

13.9 

12.7 

0.50 

Molex/June 

MOLX 

o 

57-  23 

43-  30 

42 

33 

119 

35- 

13 

16.9 

16.9 

1.86 

Monarch  Capital/Dec 

MON 

n 

91-  U 

45-  11 

165/8 

-58 

38 

NM- 

7 

NM 

8.0 

0.24 

Monsanto/Dec 

MTC 

n 

124-  41 

124-  93 

109 

17 

104 

NM- 

9 

10.9 

9.9 

0.82 

' 

Montana  Power/Dec 

MTP 

n 

22-  11 

22-   17 

21 

21 

108 

17- 

5 

14,5 

11.5 

1.37 

JP  Morgan  &  Co/Dec 

JPM 

n 

54-  22 

48-  34 

3478 

-6 

83 

NM- 

6 

NM 

7.5 

0.62 

Morgan  Stanley/Dec 

MS 

n 

80-  26* 

80-  56 

62 

0 

89 

11- 

4* 

5.5 

6.9 

0.41 

Morrison  Knudsen/Dec 

MRN 

n 

56-  30 

56-  39 

53 

33 

119 

NM- 

14 

18.9 

15.5 

0.28 

Morton  International/June 

Mil 

n 

55-  31 

48-  32 

37% 

54 

137 

54- 

20 

19.7 

14.4 

1.21 

Motorola/Dec 

MOT 

n 

74-  29 

70-  40 

66'/8 

66 

148 

73- 

10 

17.3 

15.0 

0.90 

Multibank  Financial/Dec 

MLTF 

0 

3>3-   11 

26-   11 

11 '/2 

-51 

44 

17- 

5 

4.9 

4.8 

0.24 

Murphy  Oil/Dec 

MUR 

n 

47-  20 

47-  34 

44V» 

27 

113 

NM- 

10 

32.4 

26.3 

0.91 

Naico  Chemical/Dec 

NLC 

n 

50-  22 

50-  36 

49 '/8 

36 

121 

23- 

12 

16.3 

14,8 

1.66 

Nash  Finch/Dec 

NAFC 

0 

28-   12 

26-  20 

2078 

-8 

82 

21- 

8 

17.3 

10.9 

0.10 

National  City/Dec 

NCC 

n 

42-  17 

42-  31 

35 

12 

100 

18- 

6 

8.1 

7.2 

0.83 

Natl  Com-uunity  Bks/Dec 

NCBR 

0 

56-   13 

45-   19 

21 

-42 

52 

IH- 

5 

4.9 

4.3 

0.57 

National  Interpoup/Mar 

NU 

n 

31-  10 

20-   12 

171/4 

0 

89 

NM-  NM 

18.0 

8.3 

0.12 

National  Medical/May 

NME 

n 

40-  16 

40-  27 

321/2 

18 

105 

22- 

8 

15.3 

10.5 

0.67 

Natl  Semiconductor/May 

NSM 

n 

22-     5 

9-     5 

8 

5 

93 

NM- 

22 

22.2 

16  3 

0.50 

National  Service/ Aug 

NSI 

n 

30-  14 

30-  24 

265/8 

12 

100 

19- 

10 

13.5 

12.8 

0.83 

Navistar  Intl/Oct 

NAV 

n 

12-     3 

7-     3 

41/R 

-30 

63 

NM- 

5 

NM 

17.2 

0.25 

NBD  Bancorp/Dec 

NBD 

n 

35-   13 

35-  25 

30 

17 

104 

12- 

6 

8.4 

7.9 

0.85 

NCNB/Dec 

NCB 

n 

55-   16 

55-  34 

38% 

9 

97 

15- 

7 

8.4 

6.5 

0.64 

■^ 

NCR/Dec 

NCR 

n 

87-  25 

72-  53 

69'/h 

29 

115 

21- 

8 

12.9 

11.7 

0.82 

New  England  Electric/Dec 

NES 

n 

35-   19 

29-  23 

26V4 

18 

105 

NM- 

6 

11.3 

10.3 

1.03 

NY  State  E&G/Dec 

NGE 

n 

39-  20 

29-  22 

24V4 

11 

99 

41- 

6 

9.8 

9.1 

1.00 

New  York  Times/Dec 

NYTA 

a 

50-   19 

35-  23 

24 

-9 

81 

26- 

7 

7.1 

18.8 

1.05 

'Range  is  for  less  than  period  indicated.     tPrices 
applicable.     NM:  Not  meaningful     E:  Estimate. 

as  originally  :  ■;   •■''■■d  ; 
D-D:  Deficit  t<j 

idjusted  for  sp 
UP:  Deficit 

lits,  stock 
0  profit 

performance 
det  Deficit. 

includes  value  ol  spcTuI  distnhuiiDn.s 
SicK-k  prices  as  of  Mar.  23,  1990 

NA  Nut 

.iwiiLihU'  (II 

I 
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■^■■j^l^BH^^^I^^^I 

indicated 
rate 

Dividi 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

12.9% 

$3.83 

$3.99E 

$4.58 

15% 

13 

very  higfi 

$0.70 

1.1% 

18% 

19% 

5.0 

3.33 

3.33 

4.97 

49 

24 

average 

1.40 

5.6 

42 

-19 

5.3 

3.56 

3.56 

4.01 

13 

19 

high 

1.42 

3.1 

40 

16 

0.1 

0.03 

0.03 

3.18 

NM 

12 

low 

1.40 

5.4 

NM 

1 

14.3 

2.40 

2.40 

2.66 

11 

7 

very  high 

0.80 

3.6 

33 

13 

5.6 

3.54 

3.54 

4.02 

14 

11 

high 

0.92 

2.5 

26 

15 

7.7 

2.82 

2.82 

3.73 

32 

8 

high 

1.20 

5.1 

43 

24 

22.8 

3.78 

3.78 

4.53 

20 

38 

very  high 

1.80 

2.6 

48 

45 

7.8 

2.32 

2.32 

2.50 

8 

15 

high 

1.20 

6.9 

52 

6 

def 

-1.75 

-1.75 

-0.13 

D-D 

4 

very  low 

none 

NA 

NA 

NA 

def 

-2.31 

-2.31 

1.85 

DP 

13 

low 

1.00 

4.7 

NM 

7 

def 

-2.37 

-2.16 

-1.34 

D-D 

7 

very  low 

none 

NA 

NA 

NA 

def 

-0.28 

-0.28 

1.74 

DP 

6 

average 

none 

NA 

NA 

NA 

14.1 

11.59 

11.59 

6.93 

-40 

10 

high 

2.00 

5.1 

17 

46 

18.4 

1.97 

2.85 

0.13 

-95 

8 

very  low 

none 

NA 

NA 

NA 

22.1 

1.83 

1.52 

2.26 

49 

31 

high 

none 

NA 

NA 

NA 

8.9 

5.37 

5.37 

5.36 

0 

19 

low 

1.88 

9.8 

35 

12 

10.4 

5.60 

5.60 

6.10 

9 

25 

high 

2.92 

3.5 

52 

11 

19.2 

2.90 

2.90 

2.44 

-16 

13 

average 

1.86 

7.3 

64 

6 

8.1 

2.85 

2.85 

3.71 

30 

25 

high 

1.16 

5.9 

41 

22 

3.6 

4.40 

4.40 

4.81 

9 

43 

average 

2.60 

4.2 

59 

4 

10.8 

2.48 

2.28 

2.49 

9 

14 

average 

0.03 

0.1 

1 

12 

def 

^.05 

-4.05 

2.09 

D-P 

11 

very  low 

none 

NA 

NA 

NA 

7.8 

10.03 

10.03 

10.98 

9 

30 

average 

3.40 

3.1 

34 

8 

9.8 

1.45 

1.45 

1.83 

26 

17 

average 

1.42 

6.8 

98 

9 

def 

-7.04 

-7.04 

4.68 

DP 

31 

average 

1.82 

5.2 

NM 

11 

7.6 

11.21 

11.21 

8.98 

-20 

13 

average 

1.50 

2.4 

13 

59 

1.5 

2.81 

2.81 

3.43 

22 

11 

average 

1.48 

2.8 

53 

-5 

6.2 

1.92 

2.03 

2.63 

30 

17 

average 

0.88 

2.3 

46 

9 

5.2 

3.83 

3.83 

4.42 

15 

34 

average 

0.76 

1.1 

20 

4 

4.9 

2.33 

2.33 

1A1 

4 

6 

average 

0.80 

7.0 

34 

17 

2.8 

1.37 

1.37 

1.69 

23 

12 

low 

1.00 

2.3 

73 

0 

11.2 

3.01 

3.01 

3.31 

10 

17 

high 

1.48 

3.0 

49 

6 

0.6 

1.21 

1.21 

1.92 

59 

3 

average 

0.68 

3.3 

56 

9 

10.3 

4.35 

4.35 

4.85 

11 

24 

high 

1.88 

5.4 

43 

23 

11.7 

4.32 

4.32 

4.88 

13 

2 

NM 

1.40 

6.7 

32 

20 

0.9 

0.96 

1.88E 

2.07 

10 

3 

low 

none 

NA 

NA 

NA 

4.1 

2.12 

2.71E 

3.09 

14 

19 

high 

0.72 

2.2 

34 

9 

2.9 

0.36 

-0.19E 

0.49 

D-P 

15 

very  low 

none 

NA 

NA 

NA 

6.r 

1.97 

1.92 

2.08 

8 

10 

very  high 

0.92 

3.5 

47 

16 

0.8 

0.00 

0.23 

0.24 

4 

19 

very  low 

none 

NA 

NA 

NA 

10.2 

3.59 

3.59 

3.81 

6 

24 

high 

1.28 

4.3 

36 

16 

7.3 

4.62 

4.62 

5.96 

29 

36 

average 

1.40 

3.6 

30 

12 

6.9 

5.38 

5.38 

5.94 

10 

31 

high 

1.40 

2.0 

26 

14 

8.4 

2.36 

2.36 

2.60 

10 

21 

average 

2.04 

7.6 

86 

2 

11.1 

2.53 

2.53 

2.73 

8 

18 

average 

2.04 

8.2 

81 

1 

15.1     . 

3.39 

3.39 

1.28 

-62 

25 

low 

0.52 

2.2 

15 

16 

Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (WES J,  a  service  of  Lynch,  Jones 

&  Ryan  via  Lotus  One  Source;  Forbes. 
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The  Forbes  500s 

on 

Wall  Street 

.^ 

Company  fiscal  year^fnd 

Ticker 
symbol 

exch 

5-year 
high-low 

■Stock 
12-m 
high- 

Stc:       pc 

— Is I est  1 

price 

change 

rformance 
2  months — 
relative  to 
market 

Stock  price 

price/eamings- 

5-year          latest 
high-low    12  months 

1990 
est 

price/ 
sales 

snth 
low 

recent 

Newell  Co/Dec 

NWL 

n 

27-     4 

27- 

16 

25 '/2 

59% 

142% 

19-     7 

18.1 

16.2 

1.34 

Newmont  Mining/'Dec 

NEM 

n 

102-  20 

54- 

34 

48y8 

29 

115 

NM-     5 

26.0 

34.7 

5.65 

Niagara  Mohawk  Power/Dec 

NMK 

n 

26-  11 

15- 

11 

13'/8 

8 

96 

NM-     6 

16.8 

10.3 

0.61 

Nicer/Dec 

GAS 

n 

47-  19 

47- 

30 

39'/4 

28 

114 

NM-     7 

9.9 

10.0 

0.72 

NIKE/May 

NIKE 

o 

69-     8 

69- 

33 

63 '/4 

92 

171 

44-     6 

11.3 

9.4 

1.16 

Nipbco  Industries/Dec 

NI 

n 

20-     8 

20- 

14 

1778 

30 

116 

NM-     7 

10.4 

9.8 

0.79 

Nordstrom/Jan 

NOBE 

0 

43-     9 

43- 

27 

29% 

-5 

85 

40-   15 

21.1 

16.2 

0.91 

Norfolk  Southern/Dec 

NSC 

n 

42-  21 

42- 

32 

37'/8 

12 

99 

42-     8 

10.7 

10.1 

1.37 

Northeast  Bancorp/Dec 

NBIC 

0 

80-  24 

73- 

24 

38 

-45 

49 

NM-     7 

NM 

8.9 

0.73 

Northeast  Savings  FA/Mar 

NSB 

n 

26-     3 

8- 

3 

4'/8 

27 

65 

NM-     2 

NM 

NM 

0.03 

Northeast  Utilities/Dec 

NU 

n 

28-  15 

23- 

19 

205/8 

8 

96 

17-     5 

11.0 

9.8 

1.02 

No  States  Power/Dec 

NSP 

n 

41-  22 

41- 

30 

36'/4 

18 

105 

14-     8 

11.2 

10.9 

1.14 

Northern  Trust/Dec 

NTRS 

0 

71-  21 

71- 

48 

62^8 

28 

114 

NM-     6 

10.0 

9.6 

0.88 

Northrop/Dec 

NOC 

n 

57-  15 

29- 

15 

1578 

^1 

52 

NM-     8 

NM 

8.2 

0.14 

Norton/Dec 

NRT 

n 

76-  32 

76- 

45 

76% 

67 

149 

NM-   10 

18.6 

19.0 

1.02 

Norwest/Dec 

NOB 

n 

24-     8 

24- 

18 

19'/2 

7 

95 

NM-     7 

7.7 

7.0 

0.63 

Novell/Oct 

NOVL 

0 

45-     3 

45- 

24 

423/4 

38 

123 

48-   15 

27.1 

19.9 

3.32 

Nucor/Dec 

NUE 

n 

68-  21 

68- 

47 

65% 

38 

123 

24-     9 

24.1 

17.5 

1.10 

NWNL/Dec 

NWNL 

0 

44-  20 

44- 

27 

291/8 

-4 

85 

29-     6 

7.0 

5.6 

0.27 

Nynex/Dec 

NYN 

n 

92-  39 

92- 

69 

81 '/i 

17 

104 

20-     7 

19.9 

12.9 

1.22 

Occidental  Petroleiun/Dec 

OXY 

n 

40-  22 

31- 

26 

27'/8 

2 

91 

61-     9 

29.5 

23.0 

0.37 

Ogden/Dec 

OG 

n 

45-  13 

35- 

25 

26 

-4 

86 

NM-  15 

15.5 

13.9 

0.76 

Ohio  Casualty /Dec 

OCAS 

0 

53-  26 

53-  35 

47'/4 

19 

106 

23-     5 

10.0 

8.9 

0.62 

Ohio  Edison/Dec 

OEC 

n 

24-  14 

24- 

19 

19'/2 

-2 

87 

11-     5 

8.9 

8.9 

1.38 

Oklahoma  G&E/Dec 

OGE 

n 

39-  22 

39- 

32 

35% 

9 

97 

15-     9 

11.7 

11.1 

1.28 

Old  Kent  Financial/Dec 

OKEN 

0 

30-  16 

30- 

22 

26% 

17 

104 

10-     6 

8.2 

8.1 

0.77 

Old  Republic  Intl/Dec 

OLDR 

0 

35-  17 

30- 

23 

23% 

-5 

85 

16-     4 

5.3 

5.7 

0.39 

Old  Stone/Dec 

OSTN 

0 

34-     7 

24- 

7 

9% 

-52 

42 

NM-     5 

NM 

5.9 

0.16 

Olin/Dec 

OLN 

n 

68-  29 

68- 

51 

571/4 

11 

98 

NM-     9 

9.5 

9.2 

0.43 

Oracle  Systems/May 

ORCL 

0 

28-     2* 

28- 

11 

25 '/4 

127 

202 

65-   17' 

35.1 

17.2 

4.25 

Oryx  Energy/Dec 

ORX 

n 

48-  23* 

48- 

30 

45% 

47 

131 

NM-  70* 

NM 

43.6 

4.17 

Owens-Coming/Dec 

OCF 

n 

83-     9 

37- 

21 

2r/8 

-16 

75 

27-      1 

5.4 

5.4 

0.29 

Paccar /Dec 

PCAR 

0 

53-  20 

53- 

37 

43 

-9 

81 

22-     6 

6.2 

9.2 

0.45 

Pacific  Enterprises/Dec 

PET 

n 

61-  36 

54-  39 

45'/: 

13 

100 

43-   10 

14.9 

14.6 

0.47 

Pacific  G&E/Dec 

PCG 

n 

28-  14 

23- 

18 

21'/4 

21 

108 

NM-     6 

11.2 

10.2 

1.06 

Pacific  Telesis/Dec 

PAC 

n 

52-  17 

52- 

34 

441/2 

29 

115 

17-      7 

147 

14.5 

1.93 

PacifiCorp/Dec 

PPW 

n 

24-  13 

24- 

17 

221/8 

27 

113 

13-     8 

12.2 

11.7 

1.46 

PaineWebber  Group/Dec 

PWJ 

n 

39-  13 

24- 

16 

171/2 

-1 

88 

48-     6 

16.7 

12.8 

0.15 

PaU/July 

PLL 

a 

3,7-  16 

37- 

28 

351/4 

25 

112 

33-   15 

23.2 

19.0 

2.60 

Pan  Am/Dec 

PN 

n 

10-     2 

5- 

3 

278 

-32 

60 

NM-   16 

NM 

NM 

0.12 

Panhandle  Eastern/Dec 

PEL 

n 

50-   18 

31- 

21 

271/s 

30 

116 

NM-     7 

33.1 

19.4 

0.85 

Paramount  Commun/Oct 

PCI 

n 

66-  16 

66- 

42 

44 

-5 

85 

28-     4 

3.7 

18.6 

1.51 

Parker  Hannifin/June 

PH 

n 

49-  19 

32- 

24 

291/4 

7 

95 

27-   10 

13.4 

12.3 

0.58 

Penn  Central/Dec 

PC 

n 

34-  19 

28- 

23 

24% 

7 

95 

71-     7 

9.9 

12.4 

0.94 

Penn  Traffic/Jan 

PNF 

a 

28-  12* 

28- 

17 

201/2 

22 

109     1 

MM-  NM* 

NM 

NA 

0.04 

JC  Permey/Jan 

ICP 

n 

76-  23 

76- 

52 

68% 

31 

117 

18-     8 

10.9 

10.2 

0.51 

Peimsylvania  P&L/Dec 

PPL 

n 

43-  24 

43- 

34 

4174 

21 

108 

15-     8 

10.3 

in.5 

1  ,U 

•Range  is  for  less  than  period  indicated.     NA:  Noi 
profit,    def:  Deficit.    Stock  prices  as  of  Mar.  23, 

available 
1990. 

or  jrnliraivlc 

NM  \()i  meiiningtiil 

E:  Estimate 

D  1)  Deficit  to  deficit 

1)/.  iK-ficiiiu/^erii      1)1' 

IX'liiii  10 

360 

FORBES,  APRIL  30,  1990 

BIH^HHHHjI^H^^H^BH 

indicated 
rate 

Dividi 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

7.6% 

$1.41 

$1.41 

$1.57 

11% 

13 

average 

$0.50 

2.0% 

35 

26% 

21.6 

1.87 

1.87 

1.40 

-25 

19 

low 

0.60 

1.2 

32 

6 

5.2 

0.78 

0.78 

1.28 

64 

23 

average 

none 

NA 

NA 

NA 

7.4 

3.98 

3.98 

3.92 

-2 

11 

average 

2.00 

5.1 

50 

-7 

10.4 

5.62 

6.00E 

6.76 

13 

12 

average 

0.80 

1.3 

14 

12 

8.8 

1.72 

1.72 

1.82 

6 

20 

average 

1.04 

5.8 

60 

NA 

4.3 

1.41 

1.41 

1.84 

30 

36 

average 

0.30 

1.0 

21 

31 

13.4 

3.48 

3.48 

3.66 

5 

26 

average 

1.44 

3.9 

41 

5 

0.2 

0.08 

0.08 

4.29 

NM 

4 

average 

1.40 

3.7 

NM 

1 

0.1 

-1.49 

-1.68E 

0.00 

D-Z 

2 

NM 

none 

NA 

NA 

NA 

9.2 

1.87 

1.87 

2.11 

13 

19 

average 

1.76 

8.5 

94 

2 

11.2 

3.24 

3.24 

3.34 

3 

20 

very  high 

2.22 

6.1 

69 

8 

9.2 

6.23 

6.23 

6.52 

5 

11 

high 

1.52 

2.4 

24 

10 

def 

-1.71 

-1.71 

1.93 

DP 

17 

low 

1.20 

7.6 

NM 

4 

5.6 

4,10 

4.10 

4.02 

-2 

12 

low 

2.00 

2.6 

49 

0 

8.1 

2.52 

2.52 

2.79 

11 

21 

very  high 

0.82 

4.2 

33 

6 

12.3 

1.58 

1.46 

2.15 

47 

25 

average 

none 

NA 

NA 

NA 

4.6 

2.71 

2.71 

3.73 

38 

16 

average 

0.48 

0.7 

18 

16 

3.8 

4.14 

4.14 

5.25 

27 

12 

average 

1.20 

4.1 

29 

5 

6.1 

4.10 

4.10 

6.32 

54 

25 

high 

4.56 

5.6 

111 

10 

1.3 

0.92 

0.92 

1.18 

28 

29 

very  low 

2.50 

9.2 

NM 

0 

4.9 

1.68 

1.68 

1.87 

11 

12 

average 

1.25 

4.8 

74 

9 

6.4 

4.73 

4.73 

5.29 

12 

23 

average 

2.32 

4.9 

49 

11 

16.8 

2.18 

2.18 

2.19 

0 

22 

average 

1.96 

10.1 

90 

1 

11.3 

3.05 

3.05 

3.23 

6 

20 

high 

2.48 

6.9 

81 

11 

9.9 

3.23 

3.23 

3.30 

2 

13 

average 

1.06 

4.0 

33 

9 

8.4 

4.44 

4.44 

4.18 

-6 

4 

average 

0.74 

3.1 

17 

5 

def 

-2.77 

-2.77 

1.65 

DP 

4 

low 

1.56 

16.0 

NM 

2 

4.9 

6.02 

6.02 

6.20 

3 

10 

high 

2.00 

3.5 

33 

7 

12.7 

0.72 

0.98E 

1.47 

50 

14 

high 

none 

NA 

NA 

NA 

4.7 

0.51 

0.51 

1.04 

104 

26 

low 

1.20 

2.6 

NM 

NA 

5.7 

4.08 

4.08 

4.06 

0 

16 

average 

none 

NA 

NA 

NA 

7.3 

6.90 

6.90 

4.68 

-32 

10 

average 

2.50 

5.8 

36 

37 

3.1 

3.05 

3.05 

3.11 

2 

17 

average 

3.48 

7.6 

114 

1 

10.5 

1.90 

1.90 

2.09 

10 

22 

high 

1.52 

7.2 

80 

-7 

12.9 

3.02 

3.02 

3.06 

1 

26 

high 

2.02 

4.5 

67 

9 

12.5 

1.81 

1.81 

1.90 

5 

26 

high 

1.38 

6.2 

76 

3 

1.8 

1.05 

1.05 

1.37 

30 

12 

low 

0.52 

3.0 

50 

2 

11.1 

1.52 

1.51 

1.86 

23 

15 

high 

0.56 

1.6 

37 

23 

def. 

-2.31 

-2.31 

-1.32 

D-D 

15 

very  low 

none 

NA 

NA 

NA 

2.1 

0.82 

0.82 

1.40 

71 

24 

average 

2.00 

7.4 

NM 

-4 

40.9 

11.80 

2.37E 

2.76 

13 

24 

average 

0.70 

1.6 

6 

14 

4.3 

2.18 

2.11 

2.38 

13 

21 

average 

0.92 

3.1 

42 

3 

10.1 

2.48 

2.48 

1.99 

-20 

8 

low 

0.48 

1.9 

19 

NM 

def 

-6.10 

-6.10 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

5.0 

6.31 

6.31 

6.76 

7 

36 

high 

2.64 

3.8 

42 

18 

15.0      * 

4.05 

4.05 

3.96 

-2 

19 

average 

2.98 

7.1 

74 

3 

Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Lotus  One  Source;  Forbes 

FORBES,  APRIL  30,  1990 
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All  across  the  world,  governments  and 

people  are  working  to  reduce  the  use  of 

chlorofluorocarbons  (CFCs). 

Yet  CFCs  not  only  help  to  air  condition 

our  honnes  and  offices,  they  also  flow 

through  refrigerator  coils,  keeping  food 

fresh  and  nriaking  sure  blood  donations  are 

safely  stored  in  hospitals. 

Food  must  not  be  allowed  to  go  rotten,  and 

donated  blood  is  needed  to  save  lives. 

That  s  why  ICI  is  developing  a  new  generation 

Protecting  the  ozone  layer  took  a  really  cool  idea.  °'  °^°"e ' '^"diy  fiuorocabons 

Not  only  do  they  serve  the  same  purposes 

as  CFCs,  but  they  also  can  help  mankind 

protect  the  ozone  layer,  the  invisible 

shield  that  protects  us  all. 

At  ICI  we  believe  in  solutions.  Which 

is  why  we  have  already  committed  vast 

resources  to  the  immediate  development 

and  distribution  of  these  products. 

This  is  just  one  of  the  issues  with  which 

ICI  is  concerned.  We're  also  fighting  hunger 

through  plant  breeding  technology  We're 

helping  people  live  better  lives  with  the 

development  of  products  for  hypertension 

and  heart  disease.  And  we're  developing 

stronger,  lighter  composite  materials 

for  satellites. 

At  ICI  we  are  continuing  in  our  efforts 

to  find  the  best  solution  to  all  kinds 

of  problems,  every  day 

Because  we  believe  the  coolest  idea 
is  one  which  is  the  best  solution. 


World  Problems  World  Solutions  WS-H  World  Class 


•  air  •  •  1  «  •  Bivwvaiwwwvwviiw  «<■«  ««i»«i 


iPT^iiiipMpaufc^^i^ 


»*■*    >    '  HP** 


i  •  »   I   ■ 


TTTTTn 

111  •>■  «»'■*■:—»■ 


!  M   1 


rrr 


'-i-^-^^-'-'-' 


aaissias 


:aa!  : 


*  >    *       I  wi   'I   *  '    <   '   "    1  '    I  r 


tEEfcEEEELCLLELQ 


rri 


^PMyypy    ^1   ij       <        n  It '     mit        ami*       * »       ■<       y     yi    m      ij   nj         Ji  ■<■ 


ri'    HI       I         I      '■       i>       ■>    I.I   I  iim  ■[iii^jMTiJiiinjir^i-i  j    -  iji    jn.  I  diji>.n  ■  -.■^■.■.^#m|. 


r  7\- 


The  Forbes  500s 

on 

Wall  Street 

^^H^^r'^ 

'^?hHH 

^mmi^mm^ 

■^■^■i 

Company/fiscal  year  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock 
12-m 
high- 

^.-i-^k  performance 
— latest  12  months — 
price       relative  to 
change        market 

Stock  price 

price/             ' 
sales 

anth 
low 

recent 

V 

5-year 
high-low 

latest 
12  months 

1990 
est 

Pennzoil/Dec 

PZL 

n 

95- 

37 

90- 

77 

80 

-4% 

86% 

NM-  16 

33.1 

22.2 

1.38 

People's  Bank/Dec 

PBCT 

0 

10- 

1* 

10- 

7 

75/8 

-8 

82 

10-     T 

7.6 

6.6 

0.35 

Peoples  Energy/Sept 

PGL 

n 

27- 

14 

27- 

21 

22'/2 

7 

^5 

15-     6 

8.7 

9.3 

0.59 

PepsiCo/Dec 

PEP 

n 

66- 

17 

66- 

43 

615/8 

42 

126 

23-     9 

18.1 

15.5 

1.07 

Perkin-Elmer/Iuly 

PKN 

n 

41- 

19 

29- 

21 

23y8 

11 

99 

NM-   11 

NM 

19.9 

1.74             L 

Perpetual  Financial/Oct 

PFCP 

o 

20- 

5 

11- 

5 

55/8 

-31 

62 

NM-     4 

NM 

12.0 

0.12 

Petrie  Stores/Jan 

PST 

n 

40- 

14 

27- 

19 

23 

22 

108 

40-  11 

33.3 

26.7 

086 

Pfizer/Dec 

PFE 

n 

77- 

41 

76- 

55 

58% 

5 

94 

19-  10 

14.6 

12.4 

1.72 

Phelps  Dodge+/Dec 

PD 

n 

79- 

16 

79- 

51 

60 

23 

110 

NM-     3 

7.9 

6.7 

077 

PHH/Apr 

PHH 

n 

45- 

26 

39- 

31 

34>/2 

4 

93 

31-   10 

11.2 

9.8 

0.31 

Philadelphia  Elec/Dec 

PE 

n 

26- 

14 

25- 

17 

18 

-8 

82 

11-     5 

7.6 

7.9 

1.12 

Philip  Morris  Cos/Dec 

MO 

n 

46- 

9 

46- 

29 

39% 

37 

122 

17-     7 

12.4 

10.8 

0.94 

Phillips  Petroleum/Dec 

P 

n 

30- 

8 

30- 

21 

25 '/4 

12 

99 

NM-     4 

28.1 

12.2 

0.50 

PHM/Dec 

PHM 

n 

24- 

6 

19- 

7 

8V8 

-30 

62 

60-     3 

4.1 

4.8 

019 

Pinnacle  West/Dec 

PNW 

n 

33- 

5 

14- 

5 

133/8 

-4 

86 

NM-     3 

NM 

11.1 

077 

Pioneer  Hi-Bred  Intl/Aug 

PHYB 

0 

48- 

24 

48- 

35 

413/4 

18 

105 

26-     9 

17.4 

15.0 

1.51 

Pitney  Bowes/Dec 

FBI 

n 

55- 

18 

55- 

40 

46'/4 

12 

100 

23-   10 

19.6 

12.6 

1.26 

Pittston/Dec 

PCO 

n 

22- 

9 

22- 

17 

1878 

5 

93 

NM-   14 

NM 

12.4 

0.43 

PNC  Financial/Dec 

PNC 

n 

51- 

25 

49- 

38 

39% 

-3 

87 

16-     7 

10.0 

7.0 

081 

Polaroid/Dec 

PRD 

n 

50- 

13 

50- 

35 

46^/4 

IS 

103 

N.M        S 

23.9 

16.2 

1.28 

Potlatch/Dec 

PCH 

n 

42- 

16 

42- 

31 

41 

29 

115 

20-     7 

8.6 

9.2 

q.96 

Potomac  Electric/Dec 

POM 

n 

30- 

14 

24- 

20 

2i';j 

10 

98 

15-     8 

10.0 

9.8 

1.51 

PPG  Industries/Dec 

PPG 

n 

54- 

17 

46- 

37 

42 '/4 

-2 

87 

19-     8 

10.1 

10.2 

0.80 

Premark  Intl/Dec 

PMI 

n 

42- 

19' 

42- 

25 

271/4 

-16 

74 

NM-     8* 

12.2 

10.6 

0.35 

Premier  Bancorp/Dec 

PRBC 

n 

19- 

4» 

7- 

4 

4% 

-8 

82 

NM-     9' 

NM 

14.5 

0.27 

Premier  Industrial/May 

PRE 

n 

26- 

8 

26- 

17 

25 '/4 

40 

125 

27-   14 

20.2 

17.1 

2.38 

Price  Co/Aug 

PCLB 

0 

56- 

24 

50- 

35 

40 

13 

101 

46-   14 

16.7 

15.4 

0.39 

Primerica/Dec 

PA 

n 

35- 

17* 

30- 

20 

27 '/8 

27 

113 

28-     V 

9.5 

8.2 

0.53 

Procter  &  Gamble/June 

PG 

n 

71- 

25 

71- 

45 

671/4 

47 

131 

11-   11 

16.9 

15.8 

1.03 

Progressive/Dec 

PGR 

n 

43- 

12 

43- 

27 

3478 

18 

105 

22-     6 

11.9 

9.2 

0.64 

Provident  Life  &  Ace/Dec 

PACCB 

0 

30- 

11 

30- 

20 

22% 

3 

92 

11-     7 

7.1 

6.8 

0.40 

PSI  Holdings/Dec 

PIN 

n 

19- 

7 

18- 

13 

163/4 

28 

114 

11-     4 

7.2 

8.7 

0.86 

Public  Service  Colo/Dec 

PSR 

n 

27- 

16 

27- 

20 

23% 

19 

106 

16-     7 

9.2 

9.6 

0.73 

Public  Service  NH/Dec 

PNH 

n 

11- 

2 

5- 

3 

33/4 

-9 

81 

NM-      1 

NM 

3.8 

0.26 

Public  Service  NM/Dec 

PNM 

n 

39- 

11 

16- 

11 

1278 

10 

98 

NM-     5 

7.3 

9.2 

0.58 

Pub  Svc  Enterprise/Dec 

PEG 

n 

32- 

18 

30- 

24 

26 

8 

96 

18-      7 

9.9 

9.6 

1   14 

Puget  Sound  Bancorp/Dec 

PSNB 

0 

29- 

15 

27- 

20 

221/8 

-3 

87 

21-      7 

13.0 

8.1 

0.80 

L 

Puget  Sound  P&L/Dec 

PSD 

n 

25- 

13 

23- 

18 

201/4 

9 

97 

13-     6 

10.8 

9.7 

1.27 

Quaker  Oats/June 

OAT 

n 

69- 

21 

69- 

45 

471/a 

-6 

84 

26-   11 

18.9 

13.2 

0.62 

Quantum  Chemical/Dec 

CUE 

n 

107- 

19 

53- 

19 

213/4 

-58 

38 

20-     2 

2.2 

5.0 

0.21 

Ralston  Purina/Sept 

RAL 

n 

102- 

39 

102- 

78 

83'/. 

5 

94 

22-     9 

15.2 

13.3 

0.71 

Raytheon/Dec 

RTN 

n 

85- 

44 

85- 

60 

631/4 

-4 

85 

16-     7 

7.9 

7.3 

047 

Readers  Digest  Assn/June 

RDA 

n 

NA-NA 

25- 

21» 

241/4 

NA 

NA 

NA-  NA 

16.7 

NA 

1.52 

Reebok  International/Dec 

RBK 

n 

25- 

3* 

20- 

12 

171/2 

23 

109 

20-     5' 

11.4 

9.9 

1.09 

Reliance  Group/Dec 

REL 

n 

12- 

4» 

9- 

4 

53/4 

10 

97 

25-     3* 

19.8 

23.0 

0.11 

Republic  New  York/Dec 

RNB 

n 

58- 

27 

52- 

43 

463/4 

5 

94 

NM-     7 

NM 

8.0 

0.55 

Reynolds  Metals/Dec 

RLM 

n 

63- 

15 

60- 

49 

55 

7 

95 

NM-     5 

60 

7  S 

0  53 

'Range  is  for  less  than  period  indicated.     tPrices 
applicable.     NM.  Not  meaningful.     E;  Estimate. 

as  originally  reponed  adju.sted  for  splits;  .stcKk 
D-D:  Deficit  to  deficit.     fJ-P:  r:)eficit  to  profit. 

performance 
def:  Deficit. 

inciude.s  \alue  of  .s|X'tiai  disinbuiions. 
St(xk  juices  as  ut  Mar.  23,  1990. 

NA:  Not  UNail.ihleor 
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indicated 
rate 

Divid< 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-yeat 

growth 

rate 

4.4% 

$2.42 

$2.42 

$3.61 

49% 

26 

low 

$3.00 

3.8% 

124% 

9% 

4.6 

1.00 

1.00 

1.15 

15 

2 

NM 

0.72 

9.4 

72 

NA 

6.8 

2.60 

2.39 

2.43 

2 

13 

high 

1.66 

7.4 

64 

7 

5.9 

3.40 

3.40 

3.97 

17 

29 

high 

1.00 

1.6 

29 

14 

def 

-0.86 

-0.56 

1.20 

D-P 

14 

low 

0.68 

2.8 

NM 

4 

0.7 

0.04 

1.34 

0.47 

-65 

2 

NM 

none 

NA 

NA 

NA 

2.6 

0.69 

0.69 

0.86 

25 

7 

low 

0.20 

0.9 

29 

-35 

12.0 

4.04 

4.04 

4.76 

18 

35 

high 

2.40 

4.1 

59 

10 

9.9 

7.59 

7.59 

8.93 

18 

23 

low 

3.00 

5.0 

40 

NA 

2.8 

3.08 

3.16E 

3.51 

11 

7 

high 

1.16 

3.4 

38 

5 

17.3 

2.36 

2.36 

2.27 

-A 

26 

average 

2.20 

12.2 

93 

0 

7.6 

3.18 

3.18 

3.66 

15 

32 

very  high 

1.38 

3.5 

43 

27 

1.8 

0.90 

0.90 

2.07 

130 

40 

low 

1.00 

4.0 

111 

0 

4.9 

2.10 

2.10 

1.79 

-15 

4 

low 

0.12 

1.4 

6 

0 

1                         def 

-6.36 

-6.36 

1.21 

D-P 

15 

low 

none 

NA 

NA 

NA 

8.8 

2.40 

3.09 

2.79 

-10 

9 

average 

1.16 

2.8 

48 

5 

6.5 

2.36 

2.36 

3.67 

56 

21 

high 

1.20 

2.6 

51 

16 

0.2 

0.10 

0.10 

1.52 

NM 

6 

average 

0.20 

1.1 

200 

NA 

8.1 

3.98 

3.98 

5.73 

44 

31 

high 

2.12 

5.3 

53 

14 

7.6 

1.96 

1.96 

2.88 

47 

24 

average 

0.60 

1.3 

31 

6 

11.1 

4.79 

4.79 

4.47 

-7 

14 

low 

1.20 

2.9 

25 

9 

15.4 

2.16 

2.16 

2.19 

1 

23 

high 

1.52 

7.1 

70 

7 

8.1 

4.18 

4.18 

4.14 

-1 

20 

average 

1.52 

3.6 

36 

16 

3.0 

2.24 

2.24 

2.56 

14 

13 

average 

0.84 

3.1 

38 

NA 

def 

-4.29 

-4.29 

0.32 

D-P 

3 

very  low 

none 

NA 

NA 

NA 

11.8 

1.25 

1.33E 

1.48 

11 

8 

high 

0.40 

1.6 

32 

21 

2.4 

2.40 

2.30 

2.59 

13 

17 

high 

none 

NA 

NA 

NA 

5.1 

2.87 

2.87 

3.30 

15 

18 

average 

0.32 

1.2 

11 

38 

6.2 

3.99 

3.56 

4.27 

20 

25 

high 

1.80 

2.7 

45 

9 

5.6 

2.93 

2.93 

3.79 

29 

16 

average 

0.48 

1.4 

16 

95 

5.6 

3.17 

3.17 

3.35 

6 

17 

average 

0.80 

3.5 

25 

4 

11.8 

2.32 

2.32 

1.92 

-17 

19 

low 

0.80 

4.8 

34 

NA 

8.6 

2.59 

2.59 

2.48 

-^ 

19 

average 

2.00 

8.4 

77 

2 

def 

-0.26 

-0.26 

1.00 

DP 

1 

NM 

none 

NA 

NA 

NA 

9.0 

1.73 

1.73 

1.38 

-20 

19 

low 

none 

NA 

NA 

NA 

11.3 

2.62 

2.62 

2.72 

4 

22 

high 

2.08 

8.0 

79 

2 

6.1 

1.70 

1.70 

2.72 

60 

7 

average 

0.96 

4.3 

56 

11 

13.3 

1.88 

1.88 

2.08 

11 

13 

average 

1.76 

8.7 

94 

-2 

3.5 

2.49 

2.56 

3.57 

39 

33 

average 

1.40 

3.0 

56 

21 

9.3. 

9.85 

9.85 

4.36 

-56 

21 

very  low 

none 

NA 

NA 

NA 

5.1 

5.48 

6.44 

6.25 

-3 

28 

average 

1.85 

2.2 

34 

14 

6.0 

8.01 

8.01 

8.63 

8 

32 

very  high 

2.40 

3.8 

30 

10 

9.0 

1.45 

1.28 

NA 

NA 

NA 

NA 

0.48 

2.0 

33 

NA 

9.6 

1.53 

1.53 

1.76 

15 

11 

average 

0.30 

1.7 

20 

59 

0.5 

0.29 

0.29 

0.25 

-14 

4 

very  low 

0.32 

5.6 

110 

67 

0.9 

0.04 

0.04 

5.83 

NM 

8 

high 

1.32 

2.8 

NM 

4 

8.7    • 

9.20 

9.20 

7.31 

-21 

29 

average 

1.80 

3.3 

20 

38 

Sources:  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System 

(IBES),  a  sendee  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source;  Forbes. 
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1  he  Forbes  500s 

on 

Wall  Street 

H 

Company/fiscal  year-end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price- 
1 2-month 
high-low 

Stock  performance 
—  latest  12  months — 
price       relative  to 
change        market 

-: Stock  price 

price/earnings- 

5-year          latest 
high-low    12  months 

price/ 
sales 

recent 

1990 
est 

Riggs  National/Dec 

RIGS 

0 

42-   17 

28-   18 

181/2 

-26% 

66% 

NM- 

6 

6.5 

6.0 

0.37 

Rite  Aid/Feb 

RAD 

n 

46-  22 

41-  30 

3178 

-3 

86 

.2S- 

12 

12.8 

11.0 

0.42 

Roadway  Set  vices/Dec 

ROAD 

0 

46-  23 

43-  28 

39'/2 

31 

U6 

33- 

11 

16.2 

13.8 

0.58 

Rochester  Community/Nov 

RCSB 

0 

19-     8* 

19-  11 

13'/2 

-23 

68 

19- 

7* 

9.3 

8.1 

0.42 

Rockwell  Intl/Sept 

ROK 

n 

31-   14 

27-  20 

22 '/4 

5 

94 

13- 

6 

7.8 

8.9 

0.44 

Rohm  &  Haas/Dec 

ROH 

n 

53-  19 

38-  29 

32'/8 

-2 

87 

21- 

8 

12.1 

12.2 

0.80 

Rorer  Group/Dec 

ROR 

n 

68-   19 

68-  36 

67% 

74 

155 

NM- 

12 

25.2 

26.6 

2.02                I 

Rose's  Stores/Jan 

RSTO 

o 

23-     5 

10-     5 

6% 

-28 

64 

22- 

7 

14.2 

14.2 

0.08 

Rouse/Dec 

ROUS 

0 

30-   13 

30-  23 

24'/8 

-10 

80 

NM- 

48 

NM 

25.4 

2.34 

Rubbermaid/Dec 

RBD 

n 

38-  11 

38-  28 

35% 

22 

109 

33- 

15 

22.4 

19.4 

1.94 

Russell/Dec 

RML 

n 

27-     7 

27-  19 

25% 

31 

117 

21- 

9 

16.4 

13.9 

1.53 

Ryder  System/Dec 

R 

n 

43-  15 

31-  18 

19'/2 

-21 

70 

54- 

7 

33.6 

12.4 

0.29 

Ryland  Group/Dec 

RYL 

n 

33-  10 

26-   18 

20'/2 

-A 

85 

19- 

4 

6.3 

6.9 

0.18 

Safeco/Dec 

SAFC 

0 

42-  17 

42-  26 

36'/8 

30 

116 

16- 

6 

7.6 

8.7 

0.81 

Safety-Kleen/Dec 

SK 

n 

40-   13 

39-  25 

31% 

14 

102 

38- 

19 

23.1 

19.4 

2.22 

St  Joe  Paper/Dec 

SJP 

n 

NA-NA 

47-  40* 

45 '/4 

NA 

NA 

NA-  NA 

20.6 

NA 

2.17 

St  Jude  Medical/Dec 

STJM 

0 

25-     1 

25-   12 

23% 

89 

168 

NM- 

9 

21.9 

18.0 

3.69 

St  Paul  Bancorp/Dec 

SPEC 

0 

20-     9» 

20-   13 

14 

5 

93 

23- 

5* 

16.1 

6.8 

0.52 

St  Paul  Cos/Dec 

STPL 

o 

64-  28 

64-  48 

60% 

25 

112 

37- 

5 

7.5 

9.0 

0.79 

Salomon/Dec 

SB 

n 

59-  17 

28-  20 

21% 

-10 

80 

52- 

6 

6.7 

6.8 

0.28              1 

San  Diego  G&E/Dec 

SDO 

n 

46-  23 

46-  37 

42 '/4 

14 

102 

18- 

8 

13.4 

13.0 

1.13 

Santa  Fe  PaciHc/Dec 

SFX 

n 

65-  14 

26-  17 

19^/8 

-6 

83 

NM- 

9 

NM 

22.3 

1.05 

Sara  Lee/June 

SLE 

n 

34-     9 

34-  24 

28 '/4 

19 

106 

22- 

10 

15.5 

14  7 

0.55 

Sea  na /Dec 

SCG 

n 

43-  23 

36-  30 

32'/8 

7 

95 

15- 

8 

106 

10  1 

1.15 

SCEcorp/Dec 

SCE 

n 

41-  23 

41-  31 

38 

19 

106 

18- 

7 

107 

10.4 

1.20 

Schering-Plough/Dec 

SGP 

n 

88-  20 

88-  62 

78% 

27 

113 

2S- 

11 

188 

15.8 

2.82 

Charles  Schwab/Dec 

SCH 

n 

18-     6» 

18-     9 

1678 

93 

172 

35- 

7' 

24  8 

22.2 

0.77 

Scott  Paper/Dec 

SPP 

n 

53-  18 

53-  39 

44% 

8 

97 

16- 

7 

8.8 

10.2 

0.65 

EW  Scripps/Dec 

EWSCA 

0 

27-   15* 

27-   18 

21'/2 

14 

101 

22r- 

17* 

18.9 

16.7 

1.30 

Seagate  Technology/fune 

SGAT 

0 

46-     5 

20-   10 

17'/8 

56 

139 

NM~ 

4 

8.8 

79 

0.48 

Seamen's/Dec 

SMN 

a 

9-     '/32* 

1-    '/,2 

'/32 

-98 

2 

NM- 

4* 

NM 

NA 

NM 

Sears,  Roebuck/Dec 

S 

n 

60-  26 

48-  37 

38% 

-9 

81 

15- 

6 

8.9 

8.2 

0.24 

Security  Bancorp/Dec 

SECB 

o 

26-     9 

24-    18 

18% 

-11 

79 

12- 

7 

7.7 

8.9 

0.63 

Security  Pacific/Dec 

SPC 

n 

55-  21 

55-  35 

37'/8 

-6 

84 

NM- 

6 

5.9 

5.3 

0.43 

Sequat/Dec 

SQAA 

n 

88-  33 

78-  60 

70'/K 

17 

104 

22- 

8 

13  8 

9.2 

0.35 

Service  Merchandiset/Dec 

SME 

n 

22-     2 

22-     5 

7 

42 

126 

26- 

2 

SO 

5.8 

0.11 

SFFed  Corp/Dec 

SFFD 

0 

22-   10» 

22-   12 

12'/2 

-12 

79 

NM- 

3* 

NM 

4.7 

0.23 

Shawmut  National/Dec 

SNC 

n 

31-    15 

30-    15 

15'/8 

36'/8 

^0 
34 
25~  ' 

54 

NM- 

6 

NM 

47 

0  51 

Sherwin-Williams/Dec 

SHW 

n 

39-   16 

36-  27 

120 

22- 

10 

143 

12.8 

0.73 

Sigma-Aldrich/Dec 

SIAL 

0 

60-  20 

60-  44 

56'/2 

111 

34- 

18 

21  8 

18.7 

3.18 

Signet  Banking/Dec 

SBK 

n 

43-  21 

43-  27 

27 

-13 

78 

43- 

6 

59 

57 

0.53 

Smith's  Food  &  Drug/Dec 

SFD 

n 

27-  21 

27-  21* 

261/2 

0 

0 

NA     NA 

22  8 

19.9 

039 

Snap-on  Tools/Dec 

SNA 

n 

47-    17 

42-    29 

32 '/4 

-10 

80 

24- 

11 

127 

11.8 

1.49 

Society/Dec 

SOCI 

0 

41-  20 

41-   28 

32  •/4 

5 

11- 

6 

7.0 

66 

0.96 

Society  for  Savings/Dec 

SOCS 

0 

24-     5 

.24-   12 

15% 

20 

71 
142"~ 

26- 

4 

4  1 

57 

0.35 

Sonat/Dec 

SNT 

n 

51-  21 

51-  30 

48% 

60 

NM- 

6 

18.1 

21  2 

1.12 

Sonoco  Products/Dec 

SONO 

o 

39-   11 

39-    30 

33 '/2 

5 

8S 

22- 

1  1 

14  2 

12.7 

0.88 

•Range  is  for  less  than  period  indicated,     t  Prices 
applicab:       NM:  Not  ineaningful.     E:  Estimate. 

as  originalK 
D-D;  I>;fici 

reponed  adju.sied  for  :,pl 
to  deficit      D  P  Deficit  t 

Its  suxk 
Lj  prohi 

performance  includes  value  of  special  disirihuitons 
def  Deficit      Stock  prices  i.s  of  Mn   J^    I'WO 

NA:  Not 

available  or          1 
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indicated 
rate 

Dividi 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

5.7% 

$2.86 

$2.86 

$3.08 

8% 

5 

average 

$1.25 

6.8% 

44% 

6% 

3.3 

2.49 

2.44E 

2.89 

18 

14 

average 

0.90 

2.8 

36 

6 

3.6 

2.44 

2.44 

2.87 

18 

21 

average 

1.10 

2.8 

45 

4 

4.6 

1.45 

1.45 

1.67 

15 

3 

average 

0.56 

4.1 

39 

NA 

5.8 

2.84 

2.87 

2.49 

-13 

21 

high 

0.78 

3.5 

27 

9 

6.6 

2.65 

2.65 

2.64 

0 

23 

average 

1.20 

3.7 

45 

14 

7.3 

2.67 

2.67 

2.53 

-5 

13 

high 

0.84 

1.2 

31 

2 

0.6 

0.45 

0.45 

0.45 

0 

4 

low 

0.21 

3.3 

47 

5 

2.0 

0.15 

0.15 

0.95 

NM 

3 

very  low 

0.60 

2.5 

NM 

12 

8.7 

1.58 

1.58 

1.82 

15 

16 

high 

0.52 

1.5 

33 

20 

9.4 

1.57 

1.57 

1.85 

18 

11 

high 

0.32 

1.2 

20 

18 

1.0 

0.58 

0.58 

1.57 

171 

23 

low 

0.60 

3.1 

103 

11 

3.1 

3.25 

3.25 

2.99 

-8 

8 

low 

0.60 

2.9 

18 

19 

10.7 

4.75 

4.75 

4.16 

-12 

27 

average 

1.20 

3.3 

25 

13 

9.6 

1.36 

1.36 

1.62 

19 

23 

average 

0.40 

1.3 

29 

15 

10.6 

2.20 

2.20 

NA 

NA 

NA 

NA 

0.24 

0.5 

11 

81 

34.4 

1.07 

1.07 

1.30 

21 

13 

high 

none 

NA 

NA 

NA 

3.3 

0.87 

0.87 

2.07 

138 

9 

average 

0.40 

2.9 

46 

NA 

10.5 

8.13 

8.13 

6.73 

-17 

25 

average 

2.40 

4.0 

30 

13 

5.2 

3.26 

3.26 

3.19 

-2 

13 

low 

0.64 

2.9 

20 

3 

9.0 

3.15 

3.15 

3.25 

3 

15 

high 

2.70 

6.4 

86 

5 

def 

-1.23 

-1.23 

0.89 

DP 

20 

low 

0.10 

0.5 

NM 

NA 

3.8 

1.82 

1.75 

1.92 

10 

35 

very  high 

0.84 

3.0 

46 

20 

10.9 

3.04 

3.04 

3.19 

5 

18 

high 

2.52 

7.8 

83 

3 

11.3 

3.56 

3.56 

3.64 

2 

26 

high 

2.56 

6.7 

72 

7 

14.9 

4.18 

4.18 

4.98 

19 

35 

very  high 

1.80 

2.3 

43 

23 

3.4 

0.68 

0.68 

0.76 

12 

7 

average 

0.12 

0.7 

18 

NA 

7.4 

5.11 

5.11 

4.40 

-14 

25 

high 

0.80 

1.8 

16 

7 

7.1 

1.14 

1.14 

1.29 

13 

7 

high 

0.40 

1.9 

35 

NA 

5.8 

1.95 

0.01 

2.17 

NM 

16 

average 

none 

NA 

NA 

NA 

def 

-10.29 

0.00 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

2.8 

4.30 

4.30 

4.69 

9 

29 

average 

2.00 

5.2 

47 

3 

9.3 

2.45 

2.45 

2.11 

-14 

3 

high 

0.92 

4.9 

38 

11 

7.4 

6.26 

6.26 

6.95 

11 

28 

high 

2.28 

6.1 

36 

15 

2.9 

5.10 

5.10 

7.63 

50 

2 

NM 

0.60 

0.9 

12 

7 

2.2 

1.39 

1.39 

1.20 

-14 

10 

low 

none 

NA 

NA 

NA 

def 

-1.12 

-1.12 

2.67 

DP 

3 

average 

none 

NA 

NA 

NA 

def 

-1.77 

-1.77 

3.21 

DP 

19 

low 

1.00 

6.6 

NM 

13 

5,1. 

2.52 

2.52 

2.83 

12 

11 

high 

0.76 

2.1 

30 

12 

14.5,- 

2.59 

2.59 

3.C2 

17 

12 

very  high 

0.40 

0.7 

15 

20 

9.0 

4.55 

4.55 

4.75 

4 

21 

high 

1.56 

5.8 

34 

10 

1.5 

1.16 

1.16 

1.33 

15 

6 

average 

0.28 

1.1 

24 

NA 

11.8 

2.55 

2.55 

2.73 

7 

20 

average 

1.08 

3.3 

42 

18 

9.7 

4.63 

4.63 

4.88 

5 

13 

average 

1.76 

5.5 

38 

17 

8.6 

3.86 

3.86 

2.75 

-29 

2 

NM 

0.60 

3.8 

16 

78 

6.1 

2.67 

2.67 

2.28 

-15 

21 

average 

2.00 

4.1 

75 

0 

6.3 

2.36 

2.36 

2.63 

11 

12 

high 

0.84 

2.5 

36 

25 

Sources.  William  O'Neil  &  Co. 

The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source,  Forbes 
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The  Forbes  500s  on  Wall  Street 


Company/nsc-al  \ear  end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price- 
1 2-month 
high-low 

Stock  performance 
— latesi  12  months — 
price       relative  to 
change        market 

P 

5-year 
high-low 

— Stock  price 

price/ 
sales 

recent 

latest 
12  months 

1990 
est 

South  Carolina  Natl/Dec 

SCNC 

0 

28-  16 

27-  20 

IVA 

3% 

92% 

16- 

7 

8.0 

7.5 

0.71 

Southeast  Banking/Dec 

STB 

n 

31-  13 

29-  13 

145/8 

-38 

55 

28- 

6 

6.1 

4.9 

0.28 

Southern  Company/Dec 

SO 

n 

30-  18 

30-  23 

25V8 

10 

98 

13- 

6 

9.6 

9.2 

1.08 

Southern  Natl/Dec 

SNAT 

o 

16-     9 

16-  12 

13% 

1 

90 

16- 

9 

11.6 

NA 

0.89 

So  N  tngland  Telecom/Dec 

SNG 

n 

47-  19 

47-  31 

37'/4 

20 

107 

17- 

9 

12.3 

12.6 

1.42 

SouthTrust/Dec 

SOTR 

0 

25-  15 

25-  20 

20% 

-2 

87 

12- 

7 

7.6 

7.0 

0.74 

Southwest  Gas/Dec 

swx 

n 

27-  15 

20-  17 

17% 

-1 

88 

14- 

7 

8.1 

8.3 

0.40 

Southwestern  Bell/Dec 

SBC 

n 

65-  24 

65-  44 

55 

25 

111 

18- 

7 

I5.I 

13.9 

1.89 

Southwestern  Pub  Svc/Aug 

SPS 

n 

38-  21 

31-  25 

29% 

12 

100 

16- 

8 

10.2 

11.5 

1.46 

Sovran  Financial/Dec 

SOV 

n 

45-  23 

43-  33 

34% 

4 

93 

15- 

7 

7.7 

6.9 

0.78 

Spiegel/Dec 

SPGLA 

0 

24-     6* 

24-  11 

20'/8 

69 

151 

18- 

6* 

14.3 

12.4 

0.62 

Springs  Industries/Dec 

SMI 

n 

45-   16 

45-  33 

35% 

-11 

79 

31- 

7 

9.9 

9.3 

0.33 

SPX/Dec 

SPW 

n 

45-  22 

37-  23 

26 

1 

90 

22- 

5 

4.6 

10.7 

0.57 

Square  D/Dec 

SQD 

n 

66-  35 

63-  49 

54 

3 

91 

17- 

10 

13.6 

10.3 

0.78 

Standard  Fedl  Bank/Dec 

SFB 

n 

13-     5* 

13-     8 

81/4 

-11 

79 

9- 

2* 

5.6 

5.6 

0.26 

Stanley  Works/Dec 

SWK 

n 

40-  18 

40-  31 

3478 

13 

101 

18- 

10 

12.9 

11.9 

0.75 

Star  Banc/Dec 

STRZ 

0 

27-  13 

27-  18 

19 

-6 

84 

16- 

8 

9.5 

8.6 

0.86 

State  Street  Boston/Dec 

STBK 

0 

41-  13 

41-  27 

38 

40 

125 

18- 

7 

13.4 

12.3 

1.26 

Stone  Container/Dec 

STO 

n 

40-     8 

33-  20 

211/2 

-27 

65 

NM- 

4 

4.5 

7.1 

0.24 

Student  Loan/Dec 

SLM 

n 

54-  10 

54-  37 

45 

22 

108 

24- 

11 

17.8 

15.0 

1.35 

Subaru  of  America/Oct 

SBRU 

0 

39-     5 

9-     5 

61/2 

-5 

84 

NM- 

7 

NM 

NM 

0.19 

Sumitomo  Bank  Calif/Dec 

SUMI 

0 

35-  13 

35-  20 

30 

46 

130 

13- 

5 

6.9 

6.2 

0.56 

Summit  Bancorp/Dec 

SUBN 

0 

30-  11 

22-  15 

17% 

-17 

74 

18- 

6 

6.7 

7.7 

0.81 

Sun  Company /Dec 

SUN 

n 

73-  28 

43-  34 

36% 

5 

94 

NM- 

4 

39.5 

11.4 

0.40 

Sun  Microsystems/Iune 

SUNW 

0 

25-     6* 

25-  13 

241/4 

46 

130 

59- 

11' 

56.4 

24.3 

1.00 

Sundstrand/Dec 

SNS 

n 

84-  36 

84-  55 

72% 

32 

118 

NM- 

10 

11.7 

11.3 

0.84 

SunTrust  Banks/Dec 

STI 

n 

28-  16* 

27-  20 

211/8 

0 

89 

15- 

8* 

8.1 

7.5 

0.82 

Sunwest  Financial/Dec 

SFSI 

0 

39-  17 

32-  17 

18% 

-39 

54 

14- 

8 

8.7 

7.2 

0.57 

Super  Food  Services/Aug 

SFS 

a 

22-     9 

22-  16 

16% 

-7 

83 

19- 

8 

11.2 

10.3 

0.11 

Super  Valu  Stores/Feb 

SVU 

n 

30-  15 

30-  23 

25% 

10 

98 

25- 

11 

13.4 

11.2 

0.17 

Sysco/June 

SYY 

n 

34-     8 

34-  21 

28% 

33 

118 

30- 

14 

21.5 

19.7 

0.35 

Talman  Home  Federal/Dec 

TLMN 

o 

14-     6* 

11-     6 

6% 

-32 

61 

6- 

r 

3.3 

3.4 

0.11 

Tambrands/Dec 

TMB 

n 

77-  33 

77-  57 

72 

24 

111 

NM- 

13 

NM 

16.0 

2.63 

Tandem  Computers/Sept 

TDM 

n 

38-     7 

30-  15 

28% 

65 

147 

40- 

13 

25.2 

18.4 

1.76 

Tandy /June 

TAN 

n 

57-  28 

49-  32 

34 

-19 

72 

22- 

9 

9.6 

9.0 

0.63 

TCF  Financial/Dec 

TCB 

n 

18-     7* 

17-   10 

12 

12 

99 

NM- 

4* 

7.8 

4.8 

0.16 

TECO  Energy/Dec 

TE 

n 

30-  15 

30-  23 

28% 

27 

113 

16- 

9 

12.2 

11.9 

1.54 

Tecumseh  Products/Dec 

TECU 

0 

160-100 

149-124 

127'/2 

-12 

78 

14- 

8 

8.4 

9.1 

0.46 

Tele-Communications/Dec 

TCOMA 

0 

22-     4 

22-  13 

135/8 

0 

89 

NM- 

28 

NM 

NM 

1.59 

Teledyne/Dec 

TDY 

n 

78-  45 

76-  64 

68% 

-1 

88 

27- 

8 

25.4 

13.7 

1.08 

Tele  &  Data  Systems/Dec 

TDS 

a 

48-     4 

48-  34 

3678 

4 

92 

NM- 

11 

NM 

73.8 

4.55 

Temple-Inland/Dec 

TIN 

n 

36-  13 

36-  25 

315/8 

26 

112 

20- 

6 

8.4 

8.2 

0.82 

Tenneco/Dec 

TGT 

n 

69-  35 

69-  47 

67 

41 

126 

NM- 

12 

15.0 

12.9 

0.60 

Texacot/Dec 

TX 

n 

61-  24 

61-  49 

585/8 

26 

113 

31- 

4 

6.4 

12.2 

0.48 

Texas  Air/Dec 

TEX 

a 

52-     5 

23-     5 

8% 

-29 

63 

NM- 

3 

NM 

NM 

0.05 

Texas  Instruments/Dec 

TXN 

n 

80-  28 

47-  28 

361/4 

-3 

86 

NM- 

9 

11.9 

18.7 

0.45 

Texas  Urilities/Dec 

TXU 

n 

38-  25 

38-  28 

34 

21 

108 

9- 

6 

7.7 

7.8 

1  44 

•Range  is  for  less  than  period  indicated.     tPrices 
applicable.    NM:  Not  meaningful.    E:  Estimate 

as  originally 
D  D:  Defici 

■  reponed  ;) 
to  deficit. 

djusted  for  .splits;  stock 
DP:  Deficit  to  profit. 

performance 
def:  Deficit 

Includes  value  of  special  diMributioas 
Stock  prices  is  of  Mar.  23,  1990. 

NA:  Not 

available  <  11 
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indicated 
rate 

Dividi 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

9.0% 

$2.73 

$2.73 

$2.89 

6% 

7 

high 

$0.72 

3.3% 

26% 

13% 

4.7 

2.42 

2.42 

3.00 

24 

21 

low 

1.12 

7.7 

46 

10 

11.3 

2.68 

2.68 

2.78 

4 

26 

high 

2.14 

8.3 

80 

2 

7.7 

1.19 

1.19 

NA 

NA 

NA 

NA 

0.40 

2.9 

34 

7 

11.3 

3.04 

3.04 

2.95 

-3 

15 

high 

1.76 

4.7 

58 

4 

9.5 

2.73 

2.73 

2.97 

9 

13 

high 

1.04 

5.0 

38 

14 

5.1 

2.15 

2.15 

2.10 

-2 

5 

average 

1.40 

8.1 

65 

3 

12.5 

3.64 

3.64 

3.95 

9 

26 

high 

2.60 

4.7 

71 

13 

15.2 

2.87 

2.45 

2.55 

4 

15 

average 

2.20 

7.5 

77 

3 

10.2 

4.49 

4.49 

5.01 

12 

27 

high 

1.80 

5.2 

40 

7 

4.3 

1.41 

1.41 

1.62 

15 

10 

average 

0.38 

1.9 

27 

NA 

3.4 

3.64 

3.64 

3.88 

7 

12 

average 

1.20 

3.3 

33 

14 

12.9 

5.70 

5.70 

2.42 

-58 

10 

average 

1.00 

3.8 

18 

1 

6.2 

3.98 

3.98 

5.26 

32 

15 

average 

2.20 

4.1 

55 

2 

4.7 

1.48 

1.48 

1.48 

0 

8 

average 

0.40 

4.8 

27 

NA 

6.0 

2.71 

2.71 

2.93 

8 

16 

average 

1.08 

3.1 

40 

12 

9.1 

2.01 

2.01 

2.21 

10 

6 

average 

0.96 

5.1 

48 

7 

9.5 

2.84 

2.84 

3.10 

9 

16 

average 

0.64 

1.7 

23 

22 

5.4 

4.76 

4.76 

3.02 

-37 

15 

low 

0.72 

3.3 

15 

40 

7.9 

2.53 

2.53 

3.01 

19 

14 

very  high 

0.52 

1.2 

21 

54 

def 

-0.43 

-0.87 

-0.12 

D-D 

12 

very  low 

none 

NA 

NA 

NA 

7.8 

4.37 

4.37 

4.85 

11 

1 

NM 

1.60 

5.3 

37 

12 

12.3 

2.57 

2.57 

2.24 

-13 

6 

high 

0.80 

4.6 

31 

10 

1.0 

0.92 

0.92 

3.19 

247 

24 

low 

1.80 

4.9 

196 

-8 

1.8 

0.43 

0.76 

1.00 

32 

38 

low 

none 

NA 

NA 

NA 

7.6 

6.17 

6.17 

6.39 

4 

18 

average 

2.20 

3.0 

36 

NA 

10.2 

2.61 

2.61 

2.82 

8 

32 

high 

0.84 

4.0 

32 

15 

6.5 

2.15 

2.15 

2.61 

21 

8 

low 

1.12 

6.0 

52 

3 

0.9 

1.50 

1.47 

1.63 

11 

10 

high 

0.32 

1.9 

21 

21 

1.3 

1.89 

1.97E 

2.27 

15 

15 

high 

0.60 

2.4 

32 

4 

1.6 

1.32 

1.19 

1.44 

21 

15 

very  high 

0.20 

0.7 

15 

16 

3.5 

2.08 

2.08 

1.96 

-6 

4 

average 

none 

NA 

NA 

NA 

0.3 

0.08 

0.08 

4.49 

NM 

12 

high 

2.16 

3.0 

NM 

6 

7.0 

1.14 

1.17 

1.56 

33 

27 

average 

none 

NA 

NA 

NA 

7.1 

3.53 

3.64 

3.77 

4 

34 

average 

0.60 

1.8 

17 

44 

2.1 

1.53 

1.53 

2.52 

65 

6 

low 

0.40 

3.3 

26 

NA 

12.6 

2.36 

2.36 

2.41 

2 

23 

high 

1.52 

5.3 

64 

6 

5.5 

15.10 

15.10 

14.00 

-7 

1 

NM 

4.45 

3.5 

29 

1 

de£ 

-0.73 

-0.73 

-0.37 

D-D 

6 

very  low 

none 

NA 

NA 

NA 

4.3 

2.71 

2.71 

5.31 

85 

11 

low 

0.80 

1.2 

30 

0 

4.6 

0.35 

0.35 

0.50 

43 

5 

average 

0.28 

0.8 

80 

6 

9.8 

3.75 

3.75 

3.87 

3 

15 

average 

0.80 

2.5 

21 

22 

4.1 

4.46 

4.46 

5.19 

16 

26 

average 

3.04 

4.5 

68 

0 

7.4 

9.12 

9.12 

4.81 

-47 

38 

average 

3.00 

5.1 

33 

NA 

def 

-22.71 

-22.71 

-6.09 

D-D 

15 

very  low 

none 

NA 

NA 

NA 

4.5 

3.04 

3.04 

1.94 

-36 

28 

very  low 

0.72 

2.0 

24 

2 

18.0 

4.44 

4.44 

4.36 

-2 

24 

average 

2.92 

8.6 

66 

4 

Sources.  William  O'Neil  &  Co. 

77>e  Institutional  Brokers  Estimate  System 

(IBES),  a  service  of  Lynch,  Jones 

&  Ryan  via  Lotus  One  Source;  Forbes. 
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AIG  Issues  Forum 


Why  establishing  (iji 
insurance  progFam  is 


Irs  NOT  A  PRETTY  PICTURE. 

Scientists  warn  that  the  probability  of  a 
cataclysmic  earthquake  striking  the  United 
States  is  becoming  greater  all  the  time. 

They're  not  just  talking  about  California, 
either  A  major  quake  might  well  strike  the 
East  Coast  and  Midwest. 

Such  an  earthquake,  measuring,  say  8.0 
on  the  Richter  scale,  could  result  in 
thousands  of  deaths.  With  property  losses 
alone  reaching  $70  billion. 

THE  ENTIRE  COUNTRY  WOULD  SUFFER. 

Consider  this. 

Were  a  major  earthquake  to  strike  a  city 
like  Los  Angeles,  St.  Louis  or  New  York,  the 
entire  country  would  pay  the  price.  And  the 
impact  would  extend  far  beyond  the  deaths, 
personal  injury  and  property  damage  in  the 
immediate  quake  area. 

Start  with  disruption  of  critical  energy 
and  communication  lines,  food  distribution 
and  transportation.  Add  the  problems  in 
the  hnancial  markets  that  would  inevitably 
arise  as  the  insurance  industry  mobilized 
the  funds  to  pay  massive  claims. 

Worse  yet,  the  insurance  industry, 
drained  of  cash,  might  be  unable  to  raise 
new  capital  to  meet  ongoing  obligations  and 
offer  new  coverages  in  the  future. 

As  a  nation,  we  can't  afford  to  let  this 
happen.  Yet  it  easily  could. 

WE  NEED  TO  BE  BEHER  PREPARED. 

Destructive  earthquakes  will  continue  to 
occur  throughout  the  world.  The  only  real 
uncertainties  are  when  and  where. 


Minimizing  their  effects  calls  for  sonic  fresh 
thinking.  That's  where  rhe  Harthquakc 
Project  comes  in 

The  Earthquake  Project  is  supported  b)' 
companies  that  have  been  working 
individually  and  thrtuigh  trade  groups  lor 
several  years  to  lay  the  gnxindwork  lor 
legislation  to  address  this  problem.  C^ur  goal 


ederal  earthquake 
ital  for  all  Americans. 


is  to  protect  the  integrity  of  our  economy  in 
the  event  of  a  major  quake. 
'. '  •    And  to  make  earthquake  insurance 
available  and  affordable  to  every  American 
homeowner  and  business. 

A  GOVERNMENT-INDUSTRY  PARTNERSHIP 
APPROACH. 

The  proposed  legislation  would  create  a 
federal  earthquake  insurance  program 
based  on  a  government-industry 

' , partnership.  The  program  would  increase 
'the  number  of  homeowners  purchasing 
insurance,  thereby  spreading  the  cost  of 

./risk  more  broadly  Ajs  a  result,  rates  would 
be  generally  lower  than  they  are  today  and 

'  coverage  would  be  more  affordable. 

/  ■•    Another  feature  of  the  program  would  be 
the  creation  of  a  federal  earthqwake 
reinsurance  corporation.  Commercial 
insurance  companies  could  purchase 
•additional  reinsurance  from  this 
corporation  to  supplement  their  existing 

.  capacity  This  extra  layer  of  protection 
would  come  into  play  in  the  event 
insurance  industry  earthquake  losses 
exceeded  some  predetermined  large  figure- 
say  $8T3illion. 

Irs  NOT  A  MATTER  OF  CHOICE. 

With  such  a  program  m  place,  compen- 
sation could  be  available  to  every 
earthquake  victim  suffering  property 
losses.  Moreover,  the  reinsurance  aspect  of 
the  plan  would  assist  the  insurance 
industry  in  performing  its  role  of  efficiently 
allocating  the  resources  needed  for  rapid 


recovery  and  for  rebuilding  our  economy 

As  we  see  it,  a  federal  earthquake 
insurance  program,  undertaken  with  the 
participation  of  government,  business  and  ' 
American  homeowners,  is  no  longer  a 
matter  of  choice. 
Its  a  necessity 

WHY  IS  AIG  RUNNING  ADS  LIKE  THIS? 

AIG  (American  International  Group)  is  the 
nations  largest  underwriter  of  commercial  and 
industrial  insurance,  and  the  leading  U.S.- 
hased  international  insurance  and  financial 
services  organization. 

The  nature  of  our  business  means  we  deal 
every  day  with  issues  ranging  from  natural 
disasters  to  political  risk.  Not  to  mention  other 
issues  affecting  the  future  of  the  world  economy. 

AIG  is  a  founding  member  of  and 
participant  in,  The  Earthquake  Project.  We 
believe  the  American  public  should  understand 
the  probable  extent  of  devastation  from  a 
major  earthquake.  Aiid  the  ways  we  as  a 
nation  can  prepare  to  deal  with  it. 

Let  your  elected  officials  know  what  you 
think  of  this  proposal.  Or  if  you'd  like  to 
express  your  views  to  AIG,  write  M.R. 
Greenberg,  Chairman,  AIG,  70  Pine  Street, 
New  York,  NY  10270. 


Igffl 


World  leaders  in  insurance 
and  financial  services. 


The  Forbes  500s  on  Wail  Street 


Company/fiscal  year-end 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price- 
1 2-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  to 
change        market 

Stock  price 

price/ 
sales 

recent 

5-year 
high-low 

.. j,„ 

latest 
12  months 

1990 
est 

Textron/Dec 

TXT 

n 

40- 

17 

29- 

21 

23% 

-13% 

78% 

14- 

6 

7.7 

7.4 

0.28 

Time  Warner/Dec 

TWX 

n 

183- 

50 

183- 

88 

93% 

-21 

70 

NM- 

10 

NM 

NM 

0.70 

Times  Mirror/Dec 

TMC 

n 

53- 

22 

45- 

32 

341/2 

0 

89 

25- 

9 

15.0 

14.4 

1.28 

Timken/Dec 

TKR 

n 

41- 

20 

39- 

26 

29 1/2 

-14 

77 

NM- 

11 

15.7 

12.3 

0.58 

TJX  Cost/Jan 

TJX 

n 

44- 

14 

30- 

14 

16'/8 

3 

91 

28- 

6 

12.2 

11.1 

0.53 

Torchmark/Dec 

TMK 

n 

59- 

18 

59- 

32 

4778 

48 

132 

16- 

7 

12.3 

11.3 

1.55 

Tosco/Dec 

TOS 

n 

26- 

5 

26- 

17 

21'/4 

3 

92 

NM- 

1 

12.4 

64 

0.20 

Toys  "R"  Us/Jan 

TOY 

n 

42- 

13 

42- 

25 

401/2 

63 

145 

38- 

17 

24.7 

19.8 

1.62 

Transamerica/Dec 

TA 

n 

52- 

23 

48- 

33 

39 

16 

104 

20- 

6 

9.3 

9.5 

0.43 

Transco  Energy/Dec 

E 

n 

61- 

18 

50-  35 

42 

16 

103 

NM- 

9 

13.6 

15.8 

0.43 

Travelers/Dec 

TIC 

n 

60- 

31 

45- 

32 

325/8 

-15 

75 

NM- 

7 

8.0 

8.8 

0.27 

Tribune/Dec 

TRB 

n 

63- 

20 

63- 

40 

43y8 

6 

94 

27- 

13 

13.7 

13.5 

1  20 

Trinova/Dec 

TNV 

n 

44- 

14 

30- 

21 

28 '/4 

4 

92 

30- 

7 

29.7 

11.6 

0.48 

Trustmark/Dec 

TRMK 

0 

32- 

12 

24- 

20 

20 

-11 

79 

0- 

0 

0.0 

0.0 

NM 

TRW/Dec 

TRW 

n 

70- 

35 

52- 

42 

50'/4 

18 

105 

25- 

9 

11.7 

11.4 

0.41 

Tucson  Electric/Dec 

TEP 

n 

65- 

12 

42- 

12 

14'/8 

-64 

32 

NM- 

7 

NM 

18.1 

0.61 

Turner  Broadcasting/Dec 

TBSA 

a 

64- 

5 

64- 

25 

46% 

85 

164 

NM- 

13 

NA 

NM 

2.18 

Turner  Corp/Dec 

TUR 

a 

31- 

13 

18- 

13 

14% 

-17 

74 

NM- 

8 

27.1 

10.1 

0.02 

TW  Holdings/Dec 

TWFS 

o 

NA-NA 

5- 

3* 

3'/4 

NA 

NA 

NA-  NA 

NA 

NA 

NM 

20th  Century  Inds/Dec 

TWEN 

0 

30- 

15* 

27- 

17 

23 

19 

106 

32- 

5* 

6.5 

7.3 

0.84 

Tyco  Laboratories/May 

TYC 

n 

54- 

8 

54-  33 

47% 

39 

124 

37- 

9 

18.8 

13.2 

0.96 

Tyson  Foods/Sept 

TYSNA 

0 

28- 

5 

28- 

15 

27 '/8 

81 

161 

36- 

10 

17.1 

16.9 

0.60 

UAL/Dec 

UAL 

n 

294- 

40 

294-112 

157'/8 

39 

124 

NM- 

6 

10.5 

14.5 

0.35 

UJB  Financial/Dec 

UJB 

n 

33- 

16 

29- 

17 

17'/8 

-18 

73 

16- 

6 

6.5 

6.1 

0.62 

Union  Bank/Dec 

UBNK 

0 

37- 

17 

32- 

22 

241/2 

-2 

87 

16- 

5 

6.0 

5.5 

0.47 

Union  Camp/Dec 

UCC 

n 

48- 

22 

41- 

33 

351/4 

2 

91 

29- 

7 

8.1 

9.3 

0.88 

^ 

Union  Carbide/Dec 

UK 

n 

33- 

7 

32- 

20 

2iy4 

-27 

65 

NM- 

4 

5.3 

6.9 

0.35 

Union  Electric/Dec 

UEP 

n 

32- 

16 

29- 

24 

261/2 

12 

99 

12- 

6 

10.2 

9.9 

1.35 

Union  Pacific/Dec 

UNP 

n 

87- 

45 

81- 

63 

68% 

8 

96 

20- 

10 

12.3 

11.7 

1.06 

Union  Planters/Dec 

UPC 

n 

20- 

9 

16- 

9 

91/4 

-31 

62 

NM- 

10 

NM 

5.8 

0.41 

Union  Texas  Petrol/Dec 

UTH 

n 

20- 

6» 

20- 

12 

ISVs 

48 

131 

NM- 

8* 

12.5 

19.2 

1.60 

Unisys/Dec 

UIS 

n 

48- 

12 

28- 

12 

15% 

-39 

54 

NM- 

7 

NM 

11.4 

0.24 

UA  Entertaiimient/Dec 

UAECA 

0 

24- 

4 

24- 

13* 

131/4 

-17 

74 

NA-  NA 

NM 

NM 

1.73 

United  Banks  of  Colo/Dec 

UBKS 

o 

36- 

12 

24- 

16 

19 

16 

103 

NM- 

6 

18.3 

14.5 

0.46 

United  Missouri  Bcsh/Dec 

UMSB 

0 

33- 

18 

33- 

25 

29% 

13 

101 

13- 

8 

10.3 

9.4 

0.97 

US  Bancorp/Dec 

USBC 

0 

33- 

14 

33- 

22 

291/4 

31 

117 

14- 

7 

9.6 

8.3 

0.87 

US  Shoe/Jan 

USR 

n 

35- 

13 

23- 

16 

21  1/4 

15 

102 

NM- 

11 

18.6 

10.2 

0.38 

United  Technologies/Dec 

UTX 

n 

61- 

30 

58- 

43 

56% 

32 

117 

NM- 

7 

10.6 

9.9 

0.35 

United  Telecom/Dec 

UT 

n 

44- 

10 

44- 

26 

38% 

48 

132 

NM- 

8 

22.3 

14.7 

1 .05 

Universal/June 

UW 

n 

39- 

19 

39- 

29 

32% 

-11 

80 

14- 

7 

11.7 

10.1 

0.19 

Unocal/Dec 

UCL 

n 

32- 

8 

32- 

20 

30'/. 

46 

130 

NM- 

A 

273 

19.9 

0.70 

UNUM/Dec 

UNM 

n 

51- 

15» 

51- 

30 

441/4 

48 

131 

15- 

8* 

11.4 

10.4 

0.81 

Upjohn/Dec 

UPJ 

n 

54- 

13 

42- 

28 

391/2 

42 

127 

42- 

14 

41.6 

16.5 

2.45 

US  West/Dec 

USW 

n 

81- 

37 

81- 

61 

72% 

18 

105 

13- 

8 

12.1 

11.7 

1.41 

USAir  Group/Dec 

U 

n 

55- 

25 

55- 

25 

301/s 

-22 

69 

NM- 

5 

NM 

56.9 

0.21 

USF&G/Dec 

FG 

n 

49- 

26 

34- 

27 

28% 

-9 

81 

NM- 

5 

23.7 

15.6 

0.51 

USG/Dec 

USG 

n 

56- 

3 

7- 

3 

41/8 

-35 

58 

21- 

3 

8.1 

129 

0.10 

•Range  is  for  less  than  period  indicated.     tPrices 
applicable.     NM:  Not  meaningful.     E:  Estimate. 

as  originally  reporti 
D-D:  Deficit  to  defiti: 

'  :sted  for  splits;  stock 
')-P:  Deficit  to  profit. 

performance 
def  Deficit. 

includes  value  of  spcxial  di.siributions 
SttKk  prices  as  of  Mar  23,  1990 

NA  Not  available  or 

• 
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^^^^^■^■^^■^^^^^■^1 

indicated 
rate 

Divide 

yield 

_j_ 

net 
ptofit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

3.6% 

$3.02 

$3.02 

$3.17 

5% 

15 

average 

$1.00 

4.3% 

33% 

3% 

def 

^.34 

-4.34 

-7.17 

D-D 

18 

very  low 

1.00 

1.1 

NM 

0 

8.6 

2.30 

2.30 

2.39 

4 

23 

average 

1.08 

3.1 

47 

12 

3.6 

1.88 

1.88 

2.39 

27 

6 

average 

0.92 

3.1 

49 

9 

4.0 

1.32 

1.32 

1.46 

11 

21 

average 

0.40 

2.5 

30 

24 

12.9 

3.88 

3.88 

4.23 

9 

24 

high 

1.40 

2.9 

36 

28 

2.8 

1.71 

1.71 

3.30 

93 

6 

very  low 

0.60 

2.8 

35 

NA 

6.7 

1.64 

1.64 

2.05 

25 

26 

very  high 

none 

NA 

NA 

NA 

4.9 

4.18 

4.18 

4.10 

-2 

24 

average 

1.92 

4.9 

46 

6 

3.8 

3.10 

3.10 

2.66 

-14 

24 

average 

1.36 

3.2 

44 

-13 

3.4 

4.07 

4.07 

3.72 

-9 

28 

average 

2.40 

7.4 

59 

4 

9.9 

3.17 

3.17 

3.21 

1 

22 

average 

0.96 

2.2 

30 

18 

1.7 

0.95 

0.95 

2.44 

157 

16 

average 

0.68 

2.4 

72 

12 

9.1 

2.86 

2.86 

3.08 

8 

5 

high 

1.00 

0.0 

35 

0 

3.6 

4.31 

4.31 

4.40 

2 

26 

average 

1.72 

3.4 

40 

4 

def 

-3.55 

-3.55 

0.78 

DP 

11 

very  low 

none 

NA 

NA 

NA 

def 

NA 

NA 

0.03 

NM 

2 

NM 

none 

NA 

NA 

NA 

0.1 

0.54 

0.54 

1.45 

169 

2 

NM 

1.00 

6.8 

185 

10 

def 

NA 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

12.9 

3.55 

3.55 

3.14 

-12 

11 

low 

0.64 

2.8 

18 

47 

5.0 

2.55 

3.01E 

3.63 

21 

7 

average 

0.32 

0.7 

13 

11 

3.5 

1.59 

1.55 

1.61 

4 

11 

average 

0.04 

0.1 

3 

25 

3.3 

14.96 

14.96 

10.82 

-28 

17 

low 

none 

NA 

NA 

NA 

9.7 

2.62 

2.62 

2.81 

7 

14 

high 

1.16 

6.8 

44 

13 

8.4 

4.10 

4.10 

4.49 

10 

5 

very  high 

1.32 

5.4 

32 

7 

10.8 

4.35 

4.35 

3.78 

-13 

19 

average 

1.48 

4.2 

34 

7 

6.6 

4.07 

4.07 

3.16 

-22 

27 

low 

1.00 

4.6 

25 

-8 

14.2 

2.61 

2.61 

2.68 

3 

16 

high 

2.08 

7.8 

80 

3 

9.2 

5.62 

5.62 

5.88 

5 

21 

high 

2.32 

3.4 

41 

6 

def 

-1.19 

-1.19 

1.61 

DP 

9 

low 

0.48 

5.2 

NM 

NA 

17.6 

1.49 

1.49 

0.97 

-35 

14 

low 

0.20 

1.1 

13 

NA 

def 

^.71 

-4.71 

1.35 

DP 

27 

low 

1.00 

6.5 

NM 

4 

def 

-1.14 

-0.63E 

-0.25 

D-D 

3 

very  low 

none 

NA 

NA 

NA 

2.8 

1.04 

1.04 

1.31 

26 

13 

low 

0.20 

1.1 

19 

NA 

9.8 

2.89 

2.89 

3.15 

9 

7 

high 

0.80 

2.7 

28 

9 

9.0 

3.05 

3.05 

3.54 

16 

25 

high 

1.00 

3.4 

33 

14 

2.1 

1.14 

1.49E 

2.09 

40 

5 

low 

0.46 

2.2 

40 

2 

3.6 

5.34 

5.34 

5.74 

7 

28 

high 

1.80 

3.2 

34 

6 

4.8 

1.72 

1.72 

2.62 

52 

24 

average 

1.00 

2.6 

58 

1 

1.6. 

2.79 

3.19 

3.24 

2 

7 

average 

1.48 

4.5 

53 

12 

2.6 

1.11 

1.11 

1.52 

37 

39 

low 

0.70 

2.3 

63 

3 

8.0 

3.87 

3.87 

4.26 

10 

16 

high 

0.60 

1.4 

16 

NA 

6.1 

0.95 

0.95 

2.39 

152 

34 

high 

1.00 

2.5 

105 

24 

11.5 

6.02 

6.02 

6.24 

4 

25 

very  high 

4.00 

5.5 

66 

19 

def 

-1.73 

-1.73 

0.53 

DP 

21 

very  low 

0.12 

0.4 

NM 

1 

2.5 

1.21 

1.21 

1.83 

51 

30 

low 

2.80 

9.8 

NM 

6 

1.3     • 

0.51 

0.51 

0.32 

-37 

11 

very  low 

none 

NA 

NA 

NA 

Sources:  William  ONeil  &  Co 

TTx  Institutional  Brewers  Estimate  System  (IBESJ,  a  senice  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Source:  Forbes. 
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The  Forbes  500s  oH  W»ll  Street 


Companyriscal  \  car  cud 

Ticker 
symbol 

exch 

5-year 
high-low 

Stock  price- 
1 2-month 
high-low 

Stock  performance 
— latest  12  months — 
price       relative  tc 
change        market 

Stock  price 

price/              1 
sales 

recent 

»      5-year 
high-low 

latest 
12  months 

1990 
est 

USLife/Dec 

USH 

n 

50-  27 

48- 

38 

38 

-3% 

86% 

13- 

7 

8.2 

8.4 

0.53 

UST  Inc/Dec 

UST 

n 

31-     7 

31- 

23 

26% 

11 

99 

19- 

9 

16.2 

13.7 

4.28 

USX/Dec 

X 

n 

40-   15 

40-  30 

35 '/4 

16 

103 
< 

NM- 

9 

10.0 

12.5 

0.51 

Valhi/Dcc 

VHI 

n 

18-     1 

18- 

13 

I6V4 

28 

114 

NM- 

4 

18.6 

NA 

0.84 

Valley  Bancorp  Dec 

VYBN 

0 

28-  14 

27- 

23 

UVi 

-2 

87 

15- 

8 

9.7 

8.7 

0.92 

Valley  Federal  S&L/Dec 

VFED 

0 

22-  % 

13- 

yg 

% 

-93 

6 

NM- 

4 

NM 

NA 

0.01 

Valley  National/Dec 

VNCP 

o 

50-  11 

32- 

11 

13% 

-48 

46 

NM- 

7 

NM 

NM 

0.23 

VF/Dec 

VFC 

n 

48-  15 

38- 

29 

30-V4 

_7 

83 

19- 

8 

11.3 

9.8 

0.70 

Viacom/Dec 

VIA 

a 

65-  10* 

65- 

38 

515/4 

35 

120 

NM- 

14* 

24.3 

NM 

1.92 

Vista  Chemicalt/Sept 

VC 

n 

56-  I5» 

56- 

31 

34% 

-20 

71 

NM- 

4* 

4.4 

6.6 

0.49 

Vons  Cos/Dec 

VON 

n 

24-     4 

24- 

14 

20'/2 

40 

125 

NM- 

16 

NM 

45.6 

0.15                1 

Vulcan  Materials/Dec 

VMC 

n 

49-  18 

49- 

41 

45 

5 

93 

17- 

9 

14.1 

13.0 

1.64 

Waban/Jan 

WBN 

n 

20-     7* 

20- 

7 

8'/2 

0 

0 

NA-  NA* 

8.4 

10.2 

0.12 

Wal-Mart  Stores/Jan 

WMT 

n 

48-  11 

48- 

32 

461/2 

46 

130 

47- 

20 

24.5 

20.1 

1.02 

Walgreen/ Aug 

WAG 

n 

50-  23 

50- 

35 

421/4 

20 

107 

27- 

13 

16.5 

14.6 

0.47 

Wang  Laboratories/June 

WANE 

a 

23-     4 

9- 

4 

51/2 

-35 

58 

NM- 

15 

NM 

NM 

0.35 

Warner-Lambert/Dec 

WLA 

n 

119-  34 

119- 

80 

103 

29 

115 

NM- 

12 

16.9 

14.5 

1.66 

Washington  Mutual/Dec 

WAMU 

0 

27-     5 

27- 

16 

16% 

_2 

87 

21- 

2 

13.6 

6.7 

0.39 

Washington  National/Dec 

WNT 

n 

38-  19 

29- 

23 

22% 

-17 

74 

NM- 

10 

26.0 

11.0 

0.30                1 

Washington  Post/Dec 

WPO 

n 

311-102 

311- 

210 

2581/4 

23 

109 

27- 

12 

16.7 

15.1 

2.23 

Washington  Water/Dec 

WW? 

n 

32-  20 

31- 

26 

28% 

9 

97 

17- 

7 

10.5 

10.6 

1.08 

Waste  Management/Dec 

WMX 

n 

36-     6 

36- 

22 

331/2' 

54 

137 

35- 

15 

27.5 

22.5 

3.50 

Weis  Markets/Dec 

WMK 

n 

42-   17 

38- 

28 

30 

3 

92 

26- 

13 

15.7 

13.9 

1.10 

Wells  Fargo/Dec 

WFC 

n 

88-  26 

88- 

64 

70'/8 

5 

93 

NM- 

6 

6.4 

5.7 

0.63 

West  One  Bancorp/Dec 

WEST 

0 

27-  14 

27- 

22 

231/2 

5 

93 

NM- 

8 

8.6 

7.8 

0.68 

Western  Capital  Inv/Dec 

WECA 

0 

22-     6* 

14- 

6 

6 1/4 

-35 

58 

NM- 

6* 

NM 

NM 

0.19                 ' 

Westinghouse/Dec 

WX 

n 

78-  29 

78- 

52 

74 

41 

125 

15- 

6 

11.7 

10.8 

0.84 

Westvaco/Oct 

W 

n 

38-  16 

33- 

27 

26'', 

-5 

S.S 

22- 

8 

7.8 

8.6 

0.75 

Wetterau/Mar 

WETT 

0 

32-  13 

32- 

24 

27% 

15 

102 

18- 

10 

14.1 

12.0 

0.12 

Weyerhaeuser/Dec 

WY 

n 

40-  17 

33- 

23 

25 1/8 

-2 

87 

29- 

8 

16.1 

10.8 

0.51 

Wheelabrator  Tech/Dec 

WTI 

n 

43-   15 

43- 

27 

33% 

14 

102 

37- 

16 

22.5 

18.9 

0.92                1 

Wheeling-Pittsburgh/Dec 

WHX 

n 

28-     6 

17- 

9 

12 

-A 

85 

NM-  NM 

0.5 

NA 

0.05 

Whirlpool/Dec 

WHR 

n 

42-  20 

34- 

26 

30'/. 

17 

104 

16- 

8 

11.2 

10.5 

0.34 

Whitman/Dec 

WH 

n 

38-   14 

37- 

24 

26 

-16 

75 

NM- 

9 

17.3 

12.6 

0.67 

Whitney  Holding/Dec 

WNEY 

0 

64-  38 

57- 

38 

43 

-2A 

68 

NM- 

5 

NM 

NM 

0.86 

Willamette  inds/Dec 

WMTT 

0 

64-  22 

58- 

41 

54 

22 

109 

18- 

6 

7.2 

8.6 

0.73 

Williams  Cos/Dec 

WMB 

n 

45-  18 

45- 

30 

31 

3 

92 

NM- 

16 

26.5 

16.9 

0.74 

Wilmington  Trust/Dec 

WILM 

0 

46-   13 

46- 

33 

391/4 

18 

105 

18- 

8 

11.5 

10.0 

1.80 

Winn-Dixie  Stores/June 

WIN 

n 

65-  32 

65- 

45 

6O1/4 

33 

119 

23- 

12 

16.4 

16.1 

0.25 

Wisconsin  Energy /Dec 

WEC 

n 

32-   16 

32- 

25 

28% 

12 

100 

13- 

7 

9.9 

9.7 

1.29 

Witco/Dec 

WIT 

n 

47-  22 

45- 

32 

34'/n 

-6 

84 

21- 

9 

21.3 

10.0 

0.48 

Woolworth/Jan 

Z 

n 

72-  20 

72- 

48 

63 

30 

116 

17- 

8 

12.3 

11.3 

0.46 

Wm  Wrigley  Jr/Dec 

WWY 

n 

57-   10 

57- 

36 

491/k 

36 

121 

22- 

10 

18.2 

16.9 

1.94 

Xerox/Dec 

XRX 

n 

85-  42 

69- 

50 

55-1/2 

-6 

84 

21- 

8 

8.5 

9.0 

0.29 

Yellow  Freight  Sys/Dec 

YELL 

0 

43-  16 

32- 

23 

26 

-4 

85 

40- 

9 

40.0 

12.4 

0.34 

Zenith  Electronics/Dec 

ZE 

n 

34-     8 

21- 

8 

10 

-46 

48 

NM-  NM 

NM 

31.3 

0.17 

Zions  Bancorporation/Dec 

ZION 

0 

64-   19 

3.3- 

23 

27% 

17 

105 

NM- 

8 

UK 

y.8 

n.52 

•Range  is  for  less  than  period  indicated.     tPrices 
applicable.    NM:  Not  meaningful.    E:  Estimati 

as  originally  reported  adjusted  for  .splits;  stock 
DD  Deficit  to  deficit.     DP:  Deficit  to  profit. 

performance 
def:  Deficit. 

includes  value  ol  .sju'cial  disirihutions. 
Stock  prices  as  of  Mar  23.  1990 

NA;  Not 

available  or 
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indicated 
rate 

Divi( 

yield 

net 
profit 
margin 

latest 

12  months 

EPS 

1989 
EPS 

estimated 
1990 
EPS 

%  change 

'90  vs  '89 

EPS 

number 

of 
analysts 

confidence 
factor  on 
estimate 

payout 
ratio 

5-year 

growth 

rate 

6.7% 

$4.63 

$4.63 

$4.55 

-2% 

17 

high 

$1.48 

3.9% 

32% 

7% 

28.4 

1.63 

1.63 

1.93 

18 

19 

high 

1.10 

4.2 

67 

22 

5.5 

3.53 

3.53 

2.83 

-20 

27 

low 

1.40 

4.0 

40 

5 

4.5 

0.90 

0.90 

NA 

NA 

NA 

NA 

0.30 

1.8 

33 

NA 

9.4 

2.50 

2.50 

2.80 

12 

5 

high 

1.12 

4.6 

45 

13 

def 

-12.63 

NA 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

def 

-7.55 

-7.55 

0.18 

D-P 

18 

very  low 

none 

NA 

NA 

NA 

6.9 

2.72 

2.72 

3.13 

15 

13 

very  high 

1.00 

3.3 

37 

12 

9.1 

2.13 

2.13 

-1.00 

P-D 

2 

NM 

none 

NA 

NA 

NA 

13.6 

7.83 

8.56 

5.26 

-39 

17 

average 

1.80 

5.2 

23 

NA 

def 

-0.65 

-0.65 

0.45 

DP 

3 

low 

none 

NA 

NA 

NA 

12.0 

3.20 

3.20 

3.47 

8 

10 

average 

1.20 

2.7 

38 

9 

1.4 

1.01 

1.01 

0.83 

-18 

14 

low 

none 

NA 

NA 

NA 

4.2 

1.90 

1.90 

2.31 

22 

35 

high 

0.28 

0.6 

15 

33 

2.8 

2.56 

2.50 

2.90 

16 

19 

very  high 

0.80 

1.9 

31 

11 

def 

-3.12 

-2.59 

-0.57 

D-D 

16 

very  low 

none 

NA 

NA 

NA 

9.8 

6.10 

6.10 

7.13 

17 

32 

very  high 

3.04 

3.0 

50 

16 

3.0 

1.23 

1.23 

2.49 

102 

10 

average 

0.40 

2.4 

33 

51 

1.2 

0.87 

0.87 

2.06 

137 

5 

average 

1.08 

4.8 

124 

0 

13.7 

15.50 

15.50 

17.09 

10 

15 

high 

4.00 

1.5 

26 

32 

12.2 

2.70 

2.70 

2.69 

0 

6 

high 

2.48 

8.7 

92 

0 

12.6 

1.22 

1.22 

1.49 

22 

35 

very  high 

0.32 

1.0 

*         26 

27 

7.0 

1.91 

1.91 

2.16 

13 

4 

average 

0.60 

2.0 

31 

15 

10.6 

11.02 

11.02 

12.25 

11 

29 

high 

3.60 

5.1 

33 

31 

7.8 

2.72 

2.72 

3.01 

11 

9 

high 

0.88 

3.7 

32 

2 

def 

-9.98 

-9.98 

-0.70 

D-D 

1 

NM 

none 

NA 

NA 

NA 

7.2 

6.31 

6.31 

6.88 

9 

24 

high 

2.40 

3.2 

38 

19 

9.5 

3.41 

3.45 

3.13 

-9 

20 

average 

1.00 

3.7 

29 

15 

0.9 

1.94 

2.03E 

2.29 

13 

5 

high 

0.60 

2.2 

31 

4 

3.4 

1.56 

1.56 

2.32 

49 

22 

average 

1.20 

4.8 

77 

11 

3.9 

1.50 

1.50 

1.79 

19 

10 

high 

none 

NA 

NA 

NA 

11.2 

23.26 

23.26 

NA 

NA 

NA 

NA 

none 

NA 

NA 

NA 

3.0 

2.70 

2.70 

2.86 

6 

12 

average 

1.10 

3.7 

41 

3 

4.8 

1.50 

1.50 

2.07 

38 

21 

average 

1.02 

3.9 

68 

9 

def 

-9.40 

-9.40 

-6.40 

D-D 

2 

NM 

2.56 

6.0 

NM 

0 

10.1 

7.52 

7.52 

6.27 

-17 

12 

average 

1.60 

3.0 

21 

11 

3.1 

1.17 

1.17 

1.83 

56 

22 

low 

1.40 

4.5 

120 

0 

15.7 

3.40 

3.40 

3.92 

15 

7 

very  high 

1.44 

3.7 

42 

27 

1.5 

3.67 

3.36 

3.75 

12 

10 

high 

1.98 

3.3 

54 

-5 

13.0- 

2.88 

2.88 

2.94 

2 

24 

high 

1.66 

5.8 

58 

7 

2.2 

1.60 

1.60 

3.42 

114 

9 

average 

1.72 

5.0 

108 

17 

3.7 

5.11 

5.11 

5.60 

10 

24 

very  high 

1.88 

3.0 

37 

21 

10.7 

2,70 

2.70 

2.91 

8 

9 

very  high 

1.48 

3.0 

55 

24 

4.0 

6.56 

6.56 

6.19 

-6 

17 

average 

3.00 

5.4 

46 

0 

0.8 

0.65 

0.65 

2.09 

222 

20 

average 

0.76 

2.9 

117 

4 

def 

-2.56 

-2.56 

0.32 

D-P 

7 

very  low 

none 

NA 

NA 

NA 

4.3     * 

2.35 

2.35 

2.82 

20 

6 

low 

1.44 

5.2 

61 

7 

Sources:  William  ONeil  &  Co 

The  Institutional  Brokers  Estimate  System  (IBES),  a  senice  of  Lynch,  Jones  &  Ryan  via  Lotus  One  Soivce. 
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Where  to  find  The  Forbes  500s 


This  section  lists  basic  data  on  the  783 
companies  in  the  Forbes  500s.  Address, 
telephone,  industry  group  and  chief 
executive  are  included. 


Abbott  Laboratories 
One  Abbott  Park  Road 
Abbott  Park,  IL  60064-3500 
708-937-6100 

CEO:  Duane  L  Bumham 
Health-drugs 

Alexander  &  Baldwin 
PO  Box  3440 
Honolulu,  HI  96801 
808-525-6611 

CEO:  Robert  J  Pfeiffer 
Transport-trucking  &  shipping 

AMAX 

200  Park  Avenue 
New  York,  NY  10166 
212-856-4200 

CEO;  Allen  Bom 
Materials-nonferrous  metals 

Aetna  Life  &  Casualty 
151  Farmington  Avenue 
Hartford,  CT  06156 
203-273-0123 

CEO:  James  T  Lynn 
Insurance-diversified 

Allegheny  Ludlum 

1000  Six  PPG  Place 

Pittsburgh,  PA  15222-5479 

412-394-2800 

CEO:  Richard  P  Simmons 

Materials-steel 

AmBase  (formerly  Home  Group) 

59  Maiden  Lane 

New  York,  NY  10038 

212-530-6800 

CEO;  George  T  Scharffenberger 

Insurance-property  &  casualty 

HF  Ahmanson 
660  South  Figueroa 
Los  Angeles,  CA  90017 
213-955-4200 

CEO:  Richard  H  Deihl 

Financial  services-thrift  institutions 

Allegheny  Power  System 

320  Park  Avenue 

New  York,  NY  10022 

212-752-2121 

CEO:  Klaus  Bergman 

Electric  utilities-northeast 

Amdahl 

PO  Box  3470 

Sunnyvale,  CA  94088-3470 

408-746-6000 

CEO;  John  C  Lewis 

Computers  &.  communications-hardware 

Air  Products  &  Chemicals 
7201  Hamilton  Boulevard 
Allentown,  PA  18195-1501 
215-481-4911 

CEO;  Dexter  F  Baker 
Chemicals-specialized 

Allied-Signal 
PO  Box  4000R 
Morristown,  N|  07962 
201-455-2000 

CEO:  Edward  L  Heimessy  Jr 

Aerospace  &  defense 

Consumer  durables-automotive  parts 

Amerada  Hess 

1185  Avenue  of  the  Americas 

New  York,  NY  10036 

212-997-8500 

CEO:  Leon  Hess 
Energy-other  oil  &.  gas 

Albertson's 

PO  Box  20 

Boise,  ID  83726 

208-385-6200 

CEO:  Warren  E  McCain 

Retailing  supermarkets  &  convenience 

Alltel 

100  Executive  Parkway 

Hudson,  OH  44236 

216-650-7000 

CEO;  Joe  T  Ford 

Computers  &.  communications-telecommun 

American  Brands 

PO  Box  811 

Old  Greenwich,  CT  06870-0811 

203-698-5000 

CEO  William  |  Alley 

Food,  drink  &  tobacco- tobacco 

Alco  Standard 

PO  Box  834 

Valley  Forge,  PA  ■      ^-0834 

215-296-8000 

CEO:  Ray  B  Mundt 
Business-supphes 

Aluminum  Co  of  America 
1501  Alcoa  Building 
Pittsburgh,  PA  15219 
412-553-4545 

CEO:  Paul  H  O'Neill 
Materials-nonferrous  metals 

American  Capital 
1221  Brickell  Avenue 
Miami,  FL  33131 
305-536-1400 

CEO;  Jack  D  Burstcin 

Financial  services- thrift  institutions 

Alexander  &  Alexander 
1211  Avenue  of  the  \v:r 
New  York,  PJY  10036 
212-840-8500 

CEO:  Tinsley  H  Irvin 
Insurance-diversified 

ALZA  Corp 

PO  Box  10950 

Palo  Alto,  CA  94303-0802 

415-494-5000 

CEO:  Martin  S  Gerstel 
Health-drugs 

American  Cyanamid 
One  Cyanamid  Plaza 
Wayne,  N|  07470 
201-831-2000 

CEO;  George  J  Sella  |r 
Chemicals  diversified 
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American  Electric  Power 
One  Riverside  Plaza 
Columbus,  OH  43215 
614-223-1000 

CEO:  Willis  S  White  Jr 
Electric  utilities-north  central 

American  Petrofina 

8350  North  Central  Expressway 

Dallas,  TX  75206 

214-750-2400 

CEO:  Ronald  W  Haddock 
Energy-other  oil  &.  gas 

Ames  Department  Stores 
2418  Main  Street 
Rocky  Hill,  CT  06067-0801 
203-563-8234 

CEO:  Peter  B  Hollis 
Retailing-drug  &.  discount 

American  Express 
American  Express  Tower 
New  York,  NY  10285-4805 
212-640-2000 

CEO:  James  D  Robinson  III 
Financial  services-lease  &  finance 

American  President  Cos  Ltd 
1800  Harrison  Street 
Oakland,  CA  94612 
415-272-8000 

CEO:  W  Bruce  Seaton 
Transport-trucking  &  shipping 

Amoco 

PO  Box  87703 

Chicago,  IL  60680-0703 

312-856-6111 

CEO:  Richard  M  Morrow 
Energy-intemational  oil 

American  Family 
1932  Wynnton  Road 
Columbus,  GA  31999 
404-323-3431 

CEO:  )ohn  B  Amos 
Insurance-life  &.  health 

American  Savings  Bank  FSB 
99  Church  Street 
White  Plains,  NY  10601 
914-287-2600 

CEO:  William  G  LiUis 

Financial  services-thrift  institutions 

AMP 

PO  Box  3608 

Harrisburg,  PA  17105-3608 

717-564-0100 

CEO:  Harold  A  Mchines 

Computers  &  communications-hardware 

American  General 
PO  Box  3247 
Houston,  TX  77253 
713-522-1111 

CEO:  Harold  S  Hook 
Insurance-diversified 

American  Stores 

PO  Box  27447 

Salt  Lake  City,  UT  84127-0447 

801-539-0112 

CEO:  Jonathan  L  Scott 
Retailing-supermarkets  &.  convenience 

AMR 

PO  Box  619616 

DFW  Airport,  TX  75261-9616 

817-967-1234 

CEO:  Robert  L  Crandall 
Travel-airlines 

American  Greetings 
10500  American  Road 
Cleveland,  OH  44144 
216-252-7300 

CEO:  Merry  Weiss 

Entertainment  &  information-publishing 

"  American  Telephone  &  Telegraph 
550  Madison  Avenue 
New  York,  NY  10022-3297 
212-605-5500 

CEO:  Robert  E  Allen 

Computers  &.  communications-telecommun 

AmSouth  Bancorporation 
PO  Box  11007 
Birmingham,  AL  35288 
205-320-7151 

CEO:  John  W  Woods 

Financial  services-regional  banks 

American  Home  Products 

685  Third  Avenue 

New  York,  NY  10017-4085 

212-878-5000 

CEO:  [ohn  R  Stafford 
Health-drugs 

AmeriFirst  Bank 
PO  Box  026029 
Miami,  FL  33102-6029 
305-387-6000 

CEO:  Alfred  L  Teti  Jr 

Financial  services- thrift  institutions 

Anadarko  Petroleum 
PO  Box  1330 
Houston,  TX  77251-1330 
713-875-1101 

CEO:  Robert  J  AlHson  Jr 
Energy-other  oil  &  gas 

American  International  Group 

70  Pine  Street 

New  York,  NY  10270 

212-770-7000 

CEO:  Maurice  R  Greenberg 
Insurance-diversified 

Ameritech 

30  South  Wacker  Drive 

Chicago,  IL  60606 

312-750-5000 

CEO:  William  L  Weiss 

Computers  &  communications-telecommun 

Anchor  Savings  Bank  FSB 
1420  Broadway 
Hewlett,  NY  11557 
516-596-3900 

CEO:  James  M  Large  Jr 

Financial  services-thrift  institutions 

American  National  Insurance 
One  Moody  Plaza 
Galveston,  TX  77550-7999 
409-763-4661 

CEO:  Orson  C  Clay 
Insurance-life  &  health 

Ameritrust 

PO  Box  5937 

Cleveland,  OH  44101-0937 

216-737-5000 

CEO:  Jerry  V  Jarrett 

Financial  services-regional  banks 

Anheuser-Busch  Cos 

One  Busch  Place 

St  Louis,  MO  63118-1852 

314-577-2000 

CEO:  August  A  Busch  lU 

Food,  drink  &  tobacco-beverages 
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Aon 

123  North  Wacker  Drive 

Chicago,  IL  60606 

312-701-3000 

CEO:  Patrick  G  Ryan 
Insurance-diversified 

Ashland  Oil 
PO  Box  391 
Ashland,  KY  41114 
606-329-3333 

CEO:  John  R  Hall 
Energy-other  oil  &.  gas 

Baltimore  Bancorp 
PO  Box  896 
Baltimore,  MD  21203 
301-244-3360 

CEO:  Harry  L  Robinson 
Financial  services-regional  banks 

Apple  Bancorp 
205  East  42nd  Street 
New  York,  NY  10017 
212-573-8000 

CEO:  Jerome  R  McDougal 
Financial  services- thrift  institutions 

Atlantic  Energy 
PO  Box  1264 
Pleasantville,  NJ  08232 
609-645-4500 

CEO:  E  Douglas  Huggard 
Electric  utihties-northeast 

Baltimore  Gas  &  Electric 
PO  Box  1475 
Baltimore,  MD  21203 
301-234-5000 

CEO:  George  V  McGowan 
Electric  utihties-northeast 

Apple  Computer 
20525  Mariani  Avenue 
Cupertino,  CA  95014 
408-996-1010 

CEO:  John  Sculley 

Computers  &.  communications-hardware 

Atlantic  Richfield 
515  South  Flower  Street 
Los  Angeles,  CA  90071 
213-486-3511 

CEO:  Lodwrick  M  Cook 
Energy-other  oil  &  gas 

Banc  One 

100  East  Broad  Street 

Columbus,  OH  43271-0251 

614-248-5944 

CEO:  John  B  McCoy 

Financial  services-regional  banks 

Archer  Daniels  Midland 
PO  Box  1470 
Decatur,  IL  62525 
217-424-5200 

CEO:  Dwayne  O  Andreas 

Food,  drink  &  tobacco-food  processors 

Autodesk 

2320  Marinship  Way 

Sausalito,  CA  94965 

415-332-2344 

CEO:  Alvar  J  Green 

Computers  &  communications-software 

Banco  Popular  de  Puerto  Rico 

GPO  Box  2708 

San  Juan,  PR  00936-2708 

809-765-9800 

CEO:  Richard  L  Carrion 
Financial  services-regional  banks 

Argonaut  Group 
1800  Avenue  of  the  Stars 
Los  Angeles,  CA  90067 
213-553-0561 

CEO:  Charles  E  Rinsch 
Insurance-property  &.  casualty 

Automatic  Data  Processing 
One  ADP  Boulevard 
Roseland,NJ  07068-1728 
201-994-5000 

CEO:  Josh  S  Weston 

Computers  &  communications-software 

Bancorp  Hawaii 
PO  Box  2900 
Honolulu,  HI  96846 
808-537-8111 

CEO:  H  Howard  Stephenson 
Financial  services-regional  banks 

Arkla 

PO  Box  21734 

Shreveport,  LA  71151 

318-429-2700 

CEO:  Thomas  F  McLarty  III 
Energy-integrated  gas 

Avery  International 
PO  Box  7090 
Pasadena,  CA  91109-7090 
818-304-2000 

CEO:  Charles  D  Miller 
Business-supplies 

Bandag 

Bandag  Center 
Muscatine,  lA  52761-5886 
319-262-1400 

CEO;  Martm  G  Carver 

Consumer  durables-automotive  parts 

Armco 

300  Interpace  Parkway 

Parsippany,  NJ  07054-0324 

201-316-5200 

CEO:  Robert  L  Purdum 
Materials-steel 

Avnet 

80  Cutter  Mill  Road 

Great  Neck,  NY  11021 

516-466-7000 

CEO:  Leon  Machiz 

Computers  &  communications-hardware 

Bank  of  Boston 
100  Federal  Street 
Boston,  MA  02110 
617-434-2200 

CEO:  Ira  Stepanian 

Financial  services-multinational  banks 

Armstrong  World  Industries 
PO  Box  3001 
Lancaster,  PA  17604 
717-397-0611 

CEO:  William  W  Adams 
Materials-other 

Avon  Products 
9  West  57th  Street 
New  York,  NY  10019 
212-546-6015 

CEO:  James  E  Preston 

Consumer  nondurables-personal  products 

Bank  of  New  England 
28  State  Street 
Boston,  MA  02109 
617-742-4000 

CEO:  Lawrence  K  Fish 
Financial  services-regional  banks 

Arvin  Industries 

PO  Box  3000 

Columbus,  IN  47202-3000 

812-379-3000 

CEO:  James  K  Baker 

Consumer  durables-automotive  parts 

Baker  Hughes 

PO  Box  4740 

Houston,  TX  77210-4740 

713-439-8600 

CEO:  James  D  Woods 
Energy-oilfield  services 

Bank  of  New  York 
48  Wall  Street 
New  York,  NY  10286 
212-495-1784 

CEO:  John  Carter  Bacot 
Financial  services-regional  banks 

Asarco 

180  Maiden  Lane 

New  York,  NY  10038 

212-510-2000 

CEO:  Richard  de  J  Osborne 
Materials-nonferrous  metals 

Bally  Manufacturing 

H7Q0  West  Bryn  Mawr  Avenue 

Ch-    ..".,,  TL  6063] 

in  y)>;\nn\ 

ChCJ:  Kobert  E  Mullane  Jr 

Travv-l-hotcl^j  &  gaming 

Bank  South 
PO  Box  5092 
Atlanta,  GA  30302 
404-529-4111 

CEO:  Robert  P  Guyton 
Financial  services  regional  banks 
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This  could  be  the  right  time 
for  a  Facility  of  Tomorrow 

Of  course  you  think  globally,  but  you  build  locally.  When  it 
is  time  to  plan  your  new  facility,  whether  in  the  United  States 
or  abroad.  The  Austin  Company  can  be  a  unique  resource. 

Austin  is  international,  with  state-of-the-technology 
capabilities  worldwide.  Austin  is  also  local,  with  long- 
established  operating  units  and  offices  in  Europe,  the 
Pacific  Rim  and  Australia,  each  with  definitive  knowledge 
of  laws,  codes,  customs,  costs,  material  sources  and 
environmental  requirements. 

For  those  contemplating  their  first  overseas  venture, 
there  is  the  reassurance  of  Austin's  70-year  history  of 
international  involvement. 

Austin's  worldwide  network  can  provide  objective 
planning  and  implementation  for  your  Facility  of  Tomorrow 
so  that  time  becomes  your  ally. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone:  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 


^^,                   z 

TOhi^rie  io  find  i he  Fd^rfeps  500s 

BankAmi.K.: 

Box  37(1)1 

San  Frdn.isco,CA  94137 

415-622  3456 

CE-  :.  Richard  M  Rosenberg 

Financial  servires  multinational  banks 

Becton  Dickinson 

One  Becton  Drive 

Franklin  Lakes,  NJ  07417-1880 

201-848-6800 

CEO;  Raymond  V  Gilmartin 
Health-medical  supplies 

Black  &  Decker 
701  East  Joppa  Road 
Towson,  MD  21204 
301-583-3900 

CEO:  Nolan  D  Archibald 
Consumer  durables-appUances 

Banket    1  rust  New  York 
2Si!  1  Jik  Avenue 
New  York,  NY  10017 
212-250-2500 

CEO;  Charles  S  Sanford  Jr 

Financial  services-multinational  banks 

Bell  Atlantic 
1600  Market  Street 
Philadelphia,  PA  19103 
215-963-6000 

CEO;  Raymond  W  Smith 

Computers  &  communications-telecommun 

H&R  Block 
4410  Main  Street 
Kansas  City,  MO  64111 
816-753-6900 

CEO;  Henry  W  Bloch 

Financial  services-lease  &.  finance 

BanPonce 

GPO  Box  G-3108 

San  Juan,  PR  00936 

809-754-9400 

CEO;  Alberto  M  Paracchini 
Financial  services-regional  banks 

BellSouth 

1155  Peachtree  Street  NE 

Atlanta,  GA  30367-6000 

404-249-2000 

CEO;  John  L  Clendenin 

Computers  &  communications-telecommun 

Blockbuster  Entertainment 
901  East  Us  Olas  Boulevard 
Fort  Lauderdale,  FL  33301 
305-524-8200 

CEO:  H  Wayne  Huizenga 
Retailing-specialty 

Barnett  Banks 

PO  Box  40789 

Jacksonville,  FL  32203-0789 

904-791-7720 

CEO:  Charles  E  Rice 

Financial  services-regional  banks 

Beneficial  Corp 
300  Beneficial  Center 
Peapack,  NJ  07977 
201-781-3001 

CEO;  Finn  M  W  Caspersen 
Financial  services-lease  &  finance 

Boatmen's  Bancshares 

PO  Box  236 

St  Louis,  MO  63166-0236 

314-554-7720 

CEO;  Andrew  B  Craig  m 
Financial  services-regional  banks 

Bausch  &  Lomb 

PO  Box  54 

Rochester,  NY  14601-0054 

716-338-6000 

CEO;  Daniel  E  Gill 
Health-medical  supplies 

Bergen  Brunswig 
4000  Metropolitan  Drive 
Orange,  CA  92668-3510 
714-385-4000 

CEO;  Emil  P  Martini  Jr 
Health-drugs 

Boeing 

PO  Box  3707 

Seattle,  WA  98124-2207 

206-655-1976 

CEO;  Frank  A  Shrontz 
Aerospace  &  defense 

Baxter  International 
One  Baxter  Parkway 
Deerfield,  IL  60015 
708-948-2000 

CEO;  Vernon  R  Loucks  Jr 
Health-medical  supplies 

Berkshire  Hathaway 
1440  Kiewit  Plaza 
Omaha,  NE  68131 
402-346-1400 

CEO;  Warren  E  Buffett 
Insurance-property  &.  casualty 

Boise  Cascade 
One  Jefferson  Square 
Boise,  ID  83728-0001 
208-384-6161 

CEO:  John  B  Fery 

Forest  products-paper  &  lumber 

Bay  View  Capital 

2121  South  El  Camino  Real 

San  Mateo,  CA  94403-1897 

415-573-7300 

CEO;  Robert  E  Bames 

Financial  services-thrift  institutions 

Bethlehem  Steel 

Martin  Tower 

Bethlehem,  PA  18016 

215-694-2424 

CEO;  Walter  F  Williams 

Materials-steel 

Borden 

277  Park  Avenue 

New  York,  NY  10172 

212-573-4000 

CEO:  Romeo  J  Ventres 

Food,  drink  &  tobacco-food  processors 

BayBanks 

175  Federal  Street 

Boston,  MA  02110 

617-482-1040 

CEO;  William  M  Crozier  Jr 
Financial  services-regional  banks 

Beverly  Enterprises 

70  South  Lake  Avenue 

Pasadena,  CA  91101 

818-577-6111 

CEO;  David  R  Banks 

Health-health  care  services 

Boston  Edison 
800  Boylston  Street 
Boston,  MA  02199 
617-424-2000 

CEO;  Stephen  J  Sweeney 
Electric  utilities-northeast 

BB&T  Financial 

PO  Box  1847 

Wilson,  NC  27894-1847 

919-399-4291 

CEO;  John  A  Allison 

Financial  services-regional  banks 

BHC  Communications 
600  Madison  Avenue 
New  York,  NY  10022 
212-421-0200 

CEO;  Herbert  J  Siegel 

Entertainment  &  information-broadcasting 

Bowater 
PO  Box  4012 
Darien,CT  06820-4012 
203-656-7200 

CEO:  Anthony  P  Gammic 
Forest  products-paper  ik  lumber 

Bear  Steams  Cos 
245  Park  Avenue 
New  York,  NY  10167 
212-272-2000 

CEO;  Alan  C  Greenberg 

Fmancial  services-brokerage  &.  commodity 

Bindley  Western  Industries 
42J2  West  71st  Street 
Indianapolis,  IN  46268 
317-298-9900 

CEO;  William  E  Bindley 
Htaltb-.lrugs 

Bristol-Myers  Squibb 

345  Park  Avenue 

New  York,  NY  10154-0037 

212-546-4000 

CEO:  Richard  L  Gelb 
Health  drugs 
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How  an  Ameritech  communications  system  helped  Dow 

find  the  right  fomiula. 


W 


When  the  Dow  Chemical  Company  needed  a  voice  and 
data  system  that  could  connect  more  than  10,000  lines 
throughout  700  buildings  in  two  counties,  they  conducted 
some  intensive  research  and  chose  Ameritech. 

The  solution  was  a  custom-designed  digital 
communications  system  that  could  transport  large 
quantities  of  information  quickly  and  accurately.  A  system 
that  could  incorporate  Dow's  comprehensive  safety  alert 
network.A  low-risk  system  that  was  designed  and  installed 
by  an  Ameritech  team. 


For  Dow,  the  answer  was  Ameritech.  Because  when  two 
businesses  develop  such  a  strong  partnership,  it  produces 
good  chemistry. 

Ameritech  provides  communications  solutions  for  Dow 
and  many  other  business  customers. To  learn  more  about 
how  Ameritech  is  positioned  to  meet  the  needs  of  the 
Information  Age,  contact: 

Director-Investor  Relations 
Ameritech,  30  S.Wacker  Drive,  i;3500 
Chicago,  Illinois  60606  312/750-5353. 


Solutions  that  work 


^smEStiTECH 


Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell  •  Ameritech  Applied  Technologies 

Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development  •  Ameritech  Information  Systems 

Ameritech  Mobile  Communications  •  Ameritech  Publishing  •  Ameritech  Services  •  Tigon  Voice  Messaging 


Ol9e9AniaitBC)i 


Where  to  find  The  Forbies  500s 

Broad 

11601  Wilshire  Boulevard 

Los  Angeles,  CA  90025-1748 

213-312-5000 

CEO:  Eli  Broad 
Insurance-life  &.  health 

CalMat 

3200  San  Fernando  Road 

Los  Angeles,  CA  90065 

213-258-2777 

CEO:  A  Frederick  Gerstell 

Materials-cement  &.  gypsum 

CBS 

51  West  52nd  Street 

New  York,  NY  10019 

212-975-4321 

CEO:  Laurence  A  Tisch 

Entertainment  &.  information-broadcasting 

Brown-Fonnan 
PO  Box  1080 
Louisville,  KY  40201 
502-585-1100 

CEO:  W  L  Lyons  Brown  ]i 
Food,  drink  &  tobacco-beverages 

Campbell  Soup 
Campbell  Place 
Camden,  NJ  08103-1799 
609-342-4800 

CEO:  David  W  Johnson 

Food,  drink  &  tobacco-food  processors 

Cellular  Communications 
150  East  58th  Street 
New  York,  NY  10155 
212-319-7014 

CEO:  William  B  Ginsberg 

Computers  &.  communications-telecommun 

Brown  Group 

PO  Box  29 

St  Louis,  MO  63166 

314-854-4000 

CEO:  Bernard  A  Bridgewater  fr 
Retailing-apparel 

Capital  Cities/ ABC 
77  West  66th  Street 
New  York,  NY  10023-6298 

212-456-7777 

CEO:  Thomas  S  Murphy 

Entertainment  &.  information-broadcasting 

Centel 

8725  Higgins  Road 

Chicago,  IL  60631 

312-399-2500 

CEO:  John  P  Frazee  Jr 

Computers  &.  communications-telecommun 

Browning-Ferris  Industries 
PO  Box  3151 
Houston,  TX  77253 
713-870-8100 

CEO:  Wilham  D  Ruckelshaus 
Business-industrial  services 

Capital  Holding 
PO  Box  32830 
Louisville,  KY  40232 
502-560-2000 

CEO:  Irving  W  Bailey  n 
Insurance-life  &.  health 

Centerior  Energy 

PO  Box  94661 

Cleveland,  OH  44101-4661 

216-447-3100 

CEO:  Richard  A  Miller 
Electric  utilities-north  central 

Bruno's 

PO  Box  2486 

Birmingham,  AL  35201-2486 

205-940-9400 

CEO:  Angelo  J  Bruno 
Retailing-supermarkets  &.  convenience 

Carnival  Cruise  Lines 
3655  Northwest  87th  Avenue 
Miami,  FL  33178-2428 
305-599-2600 

CEO:  Micky  Arison 
Travel-hotels  &.  gaming 

Centex 

PO  Box  19000 

Dallas,  TX  75219 

214-559-6500 

CEO:  Laurence  E  Hirsch 
Construction-commercial  builders 

Brunswick 

One  Brunswick  Plaza 

Skokie,  IL  60077 

708-470-4700 

CEO:  Jack  F  Reichert 

Consumer  nondurables-photography  &.  toys 

Carolina  Power  &  Light 
PO  Box  1551 
Raleigh,  NC  27602 
919-546-6111     . 

CEO:  Sherwood  H  Smith  Jr 
Electric  utilities-southeast 

Central  &  South  West 
PO  Box  660164 
Dallas,  TX  75266-0164 
214-754-1000 

CEO:  Merle  L  Borchelt 
Electnc  utilities-south  central 

Burlington  Northern 
777  Main  Street 
Fort  Worth,  TX  76102 
817-878-2000 

CEO:  Gerald  Grinstein 
Transport-railroads 

Carter  Hawley  Hale  Stores 
444  South  Flower  Street 
Los  Angeles,  CA  90071 
213-620-0150 

CEO:  Philip  M  Hawley 
Retailing-department  stores 

Central  Bancshares  of  the  South 
701  South  20th  Street 
Birmingham,  AL  35233 
205-933-3000 

CEO:  Harry  B  Brock  Jr 
Financial  services-regional  banks 

Burlington  Resources 
999  Third  Avenue 
Seattle,  WA  98104-4097 
206-467-3838 

CEO:  Thomas  H  O'Leary 
Energy-gas  producers  &.  pipeliners 

Castle  &  Cooke 
10900  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
213-824-1500 

CEO:  David  H  Murdock 

Food,  drink  &  tobacco-food  processors 

Central  Fidelity  Banks 
PO  Box  27602 
Richmond,  VA  23261 
804-782-4000 

CEO:  Carroll  L  Saine 

Financial  services-regional  banks 

Cabot 

PO  Box  9073 

Waltham,  MA  02254-9073 

617-890-0200 

CEO:  Samuel  W  Bodman 
Chemicals-specialized 

Caterpillar 

100  Northeast  Adams  Street 

Peoria,  IL  61629-7310 

309-675-1000 

CEO:  Donald  V  Fites 

Capital  goods-heavy  equipment 

Champion  International 
One  Champion  Plaza 
Stamford,  CT  06921 
203-358-7000 

CEO:  Andrew  C  Sigler 

Forest  products-paper  &  lumber 

CalFed 

5700  Wilshire  Boulevard 

Los  Angeles,  CA  90036 

213-932-4321 

CEO:  Jerry  St  Dennis 

Financial  services-thrift  institutions 

CBI  Industries 

800  forie  Boulevard 

Oak  Brook,  IL  60522-7001 

708-572-7000 

CEO:  John  E  Jones 
Constnjction-commercial  builders 

Chase  Manhattan 

One  Chase  Manhattan  Plaza 

New  York,  NY  10081 

212-552-2222 

CEO:  Willard  C  Butcher 

Financial  services-multinational  banks 
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Machining 
the  Machines 


Building  a  machine  as  sophisticated  as  a  Pratt  &  Whitney  jet  aircraft 
engine  requires  equally  sophisticated  machining. 

Pratt  &  Whitney  relies  on  Fansteel-VR/Wesson-Plantsville  to  supply 

the  close  tolerance  cutting  edge  for  many  of  its  most  sophisticated, 

proprietary  machine  tools.  That's  because  Fansteel-VR/Wesson- 

Plantsville  has  earned  the  reputation  for  being  the  "versatile" 

supplier  of  both  standard  and  special  tooling  packages. 

VR/Wesson  toolholders,  milling  cutters,  rotary  tooling,  special  form 
carbide  inserts  and  special  form  grinding  tools,  supported  by  a  state- 
of-the-art  machine  shop,  are  all  designed  to  meet  the  most 
demanding  tooling  needs  of  virtually  any  customer. 

Machining  the  machines  . . . 


just  one  more  reason  it  will  pay  you  to  knov\/  more  about  us. 


I^ansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


■K     #Her^  to  find  The  Forbes  500s             ^^^ 

l,fteinicai  Backing 

277  Park  Avcnne 

New  York,  NY  10172 

212-310-61 6i 

CEO:  Wall'     ''  ■' 

FinaiKiai  ;                     :ioatior<al  banks 

Circuit  City  Stores 

2040  Thalbro  Street 

Richmond,  VA  23230 

804-257-4292 

CEO:  Richard  L  Sharp 

Retaihng-specialty 

CMS  Energy 

330  Town  Center  Drive 

Dearborn,  MI  48126 

313-436-9200 

CEO:  William  T  McCormick  Jr 
Electric  utilities-north  central 

1     Si                             94104-4289 

!     - 

.    ;   ivL^:'::h  I  Derr 
i.ii«Ts:r'-intemational  oil 

Circus  Circus  Enterprises 

PO  Box  14967 

Las  Vegas,  NV  89114-4967 

702-734-0410 

CEO:  William  G  Bennett 
Travel-hotels  &  gaming 

Coast  Savings  Financial 
1000  Wilshire  Boulevard 
Los  Angeles,  CA  90017-2457 
213-688-2000 

CEO:  Ray  Martin 

Financial  services-thrift  institutions 

Chiquita  Brands  Intl  (formerly  United  Brands) 
250  East  Fifth  Street 
Cincinnati,  OH  45202 
513-579-2115 

CEO:  Carl  H  Lindner 

Food,  drink  &  tobacco-food  processors 

Citadel  Holding 

600  North  Brand  Boulevard 

Glendale,  CA  91203 

818-956-7100 

CEO:  William  C  Walbrecher 
Financial  services-thrift  institutions 

Coastal  Corp 

Nine  Greenway  Plaza 

Houston,  TX  77046-0995 

713-877-1400 

CEO:  James  R  Paul 

Energy -gas  producers  &  pipeliners 

Chrysler 

12000  Chrysler  Drive 

Highland  Park,  MI  48288-1919 

313-956-5741 

CEO:  Lee  A  lacocca 

Consumer  durables-automobiles  &.  trucks 

Citicorp 

399  Park  Avenue 

New  York,  NY  10043 

212-559-1000 

CEO:  John  S  Reed 

Financial  services-multinational  banks 

Coca-Cola 

PO  Drawer  1734 

Atlanta,  GA  30301 

404-676-2121 

CEO:  Roberto  C  Goizueta 
Food,  drink  &.  tobacco-beverages 

Chubb 

PC  Box  1615 

Warren,  NJ  07061-1615 

201-580-2000 

CEO:  Dean  R  O'Hare 
Insurance-property  &.  casualty 

Citizens  &  Southern 
PO  Box  4899 
Atlanta,  GA  30302-4899 
404-581-2121 

CEO:  Bennett  A  Brown 
Financial  services-regional  banks 

Coca-Cola  Enterprises 
Coca-Cola  Plaza  NW 
Atlanta,  GA  30313-2499 
404-676-2100 

CEO:  Brian  G  Dyson 

Food,  drink  &.  tobacco-beverages 

Cigna 

One  Liberty  Place 

Philadelphia,  PA  19192-1550 

215-523-4000 

CEO:  Wilson  H  Taylor 
Insurance-diversified 

Citizens  First  Bancorp 
208  Harristown  Road 
Glen  Rock,  NJ  07452-0998 
201-445-3400 

CEO:  Richard  G  Kelley 
Financial  services-regional  banks 

Colgate-Palmolive 
300  Park  Avenue 
New  York,  NY  10022 
212-310-2000 

CEO:  Reuben  Mark 

Consumer  nondurables-personal  products 

Cincinnati  Bel! 
PO  Box  2301 
Cincinnati,  OH  45201 
513-397-9900 

CEO:  Dwight  H  Hibbard 

Computers  &.  communications-telecommun 

Citizens  Savings  Financial 
999  Brickell  Avenue 
Miami,  FL  33131 
305-577-0400 

CEO:  Charles  B  Stuzin 

Financial  services-thrift  institutions 

Colorado  National  Bankshares 
PO  Box  5168 
Denver,  CO  80217 
303-629-1968 

CEO:  Will  F  Nicholson  Jr 
Financial  services-regional  banks 

Cincinnati  Financial 
PO  Box  145496 
Cincinnati,  OH  45250-5496 
513-870-2000 

CEO:  John  J  Schiff 
Insurance-diversified 

Citizens  Utilities 
PO  Box  3801 
Stamford,  CT  06905 
203-329-8800 

CEO:  Ishier  Jacobson 

Computers  &  communications-telecommun 

Columbia  Gas  System 
20  Montchanin  Road 
Wilmington,  DE  19807 
302-429-5000 
CEO:  John  H  Croom 
Energy-integrated  gas 

Cincinnati  Gas  &  Electric 

PO  Box  960 

Cincinnati,  OH  45201-0960 

513-381-2000 

CEO:  Jackson  H  Randolph 
Electric  utilities-north  central 

City  National 

400  North  Roxbury  Drive 

Beveriy  Hills,  CA  90210 

213-550-5400 

CEO:  Bram  Goldsmith 
Financial  services-regional  banks 

Columbia  Savings  &  Loan  Association 
8840  Wilshire  Boulevard 
Beveriy  Hills,  CA  90211 
213-657-6134 

CEO:  Edward  G  Harshfield 
Financial  services-thrift  institutions 

Circle  K 

PO  Box  52084 

Phoenix,  AZ  85072-2084 

602-253-9600 

CEO:  Karl  Eller 
Retailing-supennarkets  &  convenience 

Clorox 

1221  Broadway 

Oakland,  CA  94612 

415-271-7000 

CEO:  Charles  R  Weaver 

Consumer  nonduriibles-personal  products 

Comcast 

1414  South  Penn  Square 

Philadelphia,  PA  19102-2480 

215-665-1700 

CEO:  Ralph  J  Roberts 

Entertainment  &.  information-broadcasting 
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"Without  the  right 
architecture,  you  can't 
deliver  seamless  service 
in  a  global  economy" 


"•y  t'Tiii^ 


Ken  Hecken,J&H  Vice  Chairman,  on  serring 
global  risk  management  needs: 

Going  global  can  trigger  major  changes  in 
the  way  a  business  operates. 

When  you're  after  big  rewards,  the  risks 
get  bigger,  too. 

Sometimes  they're  political,  which  can 
make  it  tough  to  take  your  profits  out  of  the 
country  Or  where  there's  social  unrest,  the 
security'  of  a  key  plant  can  be  less  than  ideal. 

When  clients  go  global,  our  mission  is  to 
help  them  deal  with  complex  exposures  so 
they're  able  to  compete  successfully 

That's  why  our  strategy  stresses  building 
the  kind  of  cooperation  and  cohesion  among 
wc:)rld\N'ide  offices  that  translates  into 
unmatched  responsiveness. 


You'll  see  this  architecture  in  the  UNISON 
global  netvi'ork:  15,000  people  in  56  countries 
a  phone  call  away  from  putting  the  right 
professionals  to  work  for  you  wherever  your 
problem  exists. 

Common  wisdom  has  it  that  only  a  handful 
of  brokers  will  be  able  to  deliver  what  global 
clients  want. 

We  agree. 

But  we'll  be  the  one  that  delivers  what  they 
want  most. 

Seamless  service. 

JOHNSON 
jioiGGINS 

Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  CONSULTING  WORLDWIDE. 
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Ever  notice  how  a  solution  will 
often  fall  into  place  as  soon  as 
the  problem  is  clearly  defined? 

Andersen  Consulting  believes 


to  successful  application  of  infor-  symptoms  may  appear  totally 

mation  technology.  disconnected.  Even  senior  man- 

Of  course,  we  realize  that  iden-  agement  may  have  trouble  seeing 

tifying  the  problem  is  usually  more  the  entire  situation  objectively 


that  this  simple  insight  is  the  key     easily  said  than  done.  Related 


That's  how  we  can  help.  Our 


©  1989  Andersen  Consulting,  AA  &  Co.,  S.C. 


SOLUTION 


experience  cuts  across  all  indus- 
try lines.  So  our  business  skills 
are  as  fully  developed  as  our 
technological  skills. 
And  that  combination  is  essen- 


tial to  make  information  systems 
work,  and  pay  off. 

After  all,  if  this  is  how  you  see 
the  porebim,  you'll  probably  end 
up  with  this  kind  of  souliton. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  herer 


Where  to  find  The  Forbes  500s                            | 

Comdisco 

6111  North  River  Road 

Rosemont,  IL  60018 

708-698-3000 

CEO:  Kenneth  N  Pon tikes 
Business-supplies 

Conseco 

11825  N  Pennsylvania  Street 

Carmel,  IN  46032 

317-573-6100 

CEO:  Stephen  C  Hilbert 
Insurance-life  &.  health 

Cooper  Industries 
PO  Box  4446 
Houston,  TX  77210 
713-739-5400 

CEO:  Robert  Cizik 

Capital  goods-heavy  equipment 

Comerica 

211  West  Fort  Street 

Detroit,  iVlI  48275 

313-222-3300 

CEO;  Eugene  A  Miller 
Financial  services-regional  banks 

Consolidated  Edison 
4  Irving  Place 
New  York,  NY  10003 
212-460-4600 

CEO:  Arthur  Hauspurg 
Electric  utilities-northeast 

Adolph  Coors 
Golden,  CO  80401 
303-279-6565 

CEO:  William  K  Coors 

Food,  drink  &  tobacco-beverages 

Commerce  Bancshares 

PC  Box  13686 

Kansas  City,  MO  64199-3686 

816-234-2000 

CEO:  David  W  Kemper 
Financial  services-regional  banks 

Consolidated  Freightways 
175  Linfield  Drive 
Menlo  Park,  CA  94025 
415-326-1700 

CEO:  Lary  R  Scott 
Transport- trucking  &  shipping 

CoreStates  Financial 

PO  Box  7618 

Philadelphia,  PA  19101-7618 

215-973-3100 

CEO:  Terrence  A  Larsen 
Financial  services-regional  banks 

Commercial  Federal 
2120  South  72nd  Street 
Omaha,  NE  68124 
402-554-9200 

CEO:  William  A  Fitzgerald 
Financial  services-thrift  institutions 

Consolidated  Natural  Gas 
CNG  Tower 

Pittsburgh,  PA  15222-3199 
412-227-1000 

CEO:  George  A  Davidson  Jr 
Energy-integrated  gas 

Coming 
Houghton  Park 
Coming,  NY  14831 
607-974-9000 

CEO:  James  R  Houghton 
Health-medical  suppUes 

Commonwealth  Edison 
PO  Box  767 

Chicago,  IL  60690-0767 
312-294-4321 

CEO:  lames  J  O'Connor 
Electric  utilities-north  central 

Consolidated  Papers 

PO  Box  8050 

Wisconsin  Rapids,  WI  54495-8050 

715-422-3111 

CEO:  George  W  Mead 

Forest  products-paper  &.  lumber 

Costco  Wholesale 

PO  Box  97077 

Kirkland,  WA  98083-9777 

206-828-8100 

CEO:  James  D  Sinegal 
Retai  ling-specialty 

Community  Psychiatric  Centers 
24502  Pacific  Park  Drive 
Laguna  Hills,  CA  92656 
714-831-1166 

CEO:  James  W  Conte 
Health-health  care  services 

Consolidated  Rail 
Six  Penn  Center  Plaza 
Philadelphia,  PA  19103-2959 
215-977-4000 

CEO:  James  A  Hagen 
Transport-railroads 

CPC  International 

PO  Box  8000 

Englewood  Cliffs,  N]  07632 

201-894-4000 

CEO:  James  R  Eiszner 

Food,  drink  &  tobacco-food  processors 

Compaq  Computer 
PO  Box  692000 
Houston,  TX  77069-2000 
713-370-0670 

CEO:  Joseph  R  Canion 

Computers  &.  communications-hardware 

Contel 

PO  Box  105194 

Atlanta,  GA  30348 

404-391-8000 

CEO:  Donald  W  Weber 

Computers  &.  communications-telecommun 

Crane 

757  Third  Avenue 

New  York,  NY  10017 

212-415-7300 

CEO:  Robert  S  Evans 

Capital  goods-heavy  equipment 

Computer  Associates  Intepational 
711  Stewart  Avenue 
Garden  City,  NY  11530-4787 
516-227-3300 

CEO:  Charles  B  Wang 

Computers  &  communications-software 

Continental  Bank 
231  South  LaSalle  Street 
Chicago,  IL  60697 
312-828-2345 

CEO:  Thomas  C  Theobald 

Financial  services-multinational  banks 

Cray  Research 

608  Second  Avenue  South 

Minneapolis,  MN  55402 

612-333-5889 

CEO:  John  A  Rollwagen 

Computers  &.  communications-hardware 

Computer  Sciences 
2100  East  Grand  Avenue 
El  Segundo,  CA  90245 
213-615-0311 

CEO:  WilUam  R  Hoover 

Computers  &  communications-software 

Continental  Corp 
180  Maiden  Lane 
New  York,  NY  10038 
212-440-3980 

CEO:  John  P  Mascotte 
Insurance-property  &.  casualty 

Crestar  Financial 
PO  Box  26665 
Richmond,  VA  23261-6665 
804-782-5000 

CEO:  Richard  G  Tilghman 
Financial  services-rcRiona!  banks 

ConAgra 

One  Central  Park  Plaza 

Omaha,  NE  68102 

402-978-4000 

CEO:  Charles  M  Harper 

Food,  drink  &  tobacco-food  processor^ 

Control  Data 

PO  Box  0 

Minneapolis,  MN  55440-4700 

'512-853-8100 

^  -O;  Lawi-r^nce  Perlman 
1       Computers  &    ommunications-hardware 

CrossLand  Savings  FSB 

211  Montague  Street 

Brooklyn,  NY  11201 

718-780-0400 

CEO:  Maurice  L  Rcissman 

Financial  services  thrift  institutions 
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If  it  weren't  for  Alabama, 

this  flag  might  not  have  been 

red,  whit^  and  blue. 


Rust  International  Corporation,  one  ojthe  world's  largest  engineering  and  construction  firms,  co-sponsored  this  ad  with  the  State  of  Alabama. 


When  people  think  of  Alabama,  they  usually  think  deep  south.  In  reality, 
Alabama's  sphere  of  influence  extends  all  the  way  to  deep  space. 

In  1949,  Wemher  von  Braun  came  to  Huntsville  to  develop  the  program  that 
would  eventually  lead  an  American  to  take  man's  first  steps  on  the  moon.  And  when 
astronauts  begin  to  occupy  the  first  U.S.  space  station,  they'll  live  and  work  in  quarters 
designed  by  some  of  the  finest  engineers  in  the  world.  Alabama's. 

A  rich  pool  of  technical  talent  is  just  one  reason  companies  like  Rust  Interna- 
tional Corporation  feel  at  home  here.  Call  or  write      m^^     a  t^  A  1\  /f  A 
for  more  specifics.  Because  if  Alabama  can  /\l   y\lj/\lvl/\ 

change  the  way  America  looks  at  space,  it  can        —7- — — — -. 

certainly  change  the  way  you  look  at  Alabama.        TltC  GrCQt  SurpnSG. 

Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  Toll  Free  1-800-248-0033. 


^                         Where  to  find  The  FoiHi^s  500s             ^^h 

Crown  Cork  &  Seal 
PO  Box  6208 
Philadelphia,  PA  19136 
215-698-5100 

CEO:  William  J  Avery 
Forest  products-packaging 

Deere  &  Co 
John  Deere  Road 
Moline,  IL  61265-8098 
309-765-8000 

CEO:  Hans  W  Becherer 
Capital  goods-heavy  equipment 

Walt  Disney 

500  South  Buena  Vista  Street 

Burbank,  CA  91521 

818-560-1000 

CEO:  Michael  D  Eisner 
Entertainment  &.  information-movies 

CSX 

PO  Box  C-32222 

Richmond,  VA  23261 

804-782-1400 

CEO:  John  W  Snow 
Transport-railroads 

Deimarva  Power  &  Light 
PO  Box  231 
Wilmington,  DE  19899 
302-429-3011 

CEO:  Nevius  M  Curtis 
Electric  utilities-northeast 

c 

Dominion  Bankshares 
PO  Box  13327 
Roanoke,  VA  24040 
703-563-7000 

CEO:  Warner  N  Dalhouse 
Financial  services-regional  banks 

Cuilen/Frost  Bankers 

PO  Box  1600 

San  Antonio,  TX  78296 

512-220-4011 

CEO:  Thomas  C  Frost 
Financial  services-regional  banks 

Delta  Air  Lines 
Hartsfield  Atlanta  Airport 
Atlanta,  GA  30320 
404-765-2600 

CEO:  Ronald  W  Allen 
Travel-airlines 

Dominion  Resources 
PO  Box  26532 
Richmond,  VA  23261 
804-775-5700 

CEO:  William  W  Berry 
Electric  utilities-southeast 

Cummins  Engine 

Box  3005 

Columbus,  IN  47202-3005 

812-377-5000 

CEO:  Henry  B  Schacht 

Consumer  durables-automotive  parts 

Deluxe 

PO  Box  64399 

St  Paul,  MN  55164-0399 

612-483-7111 

CEO:  Harold  V  Haverty 
Business-supplies 

RR  Donnelley  &  Sons 

2223  Martin  Luther  King  Drive 

Chicago,  IL  60616-1471 

312-326-8000 

CEO:  John  R  Walter 

Entertainment  &  information-publishing 

Cyprus  Minerals 
PO  Box  3299 
Englewood,  CO  80155 
303-643-5000 

CEO:  Kenneth  J  Ban 
Materials-nonferrous  metals 
Energy-coal  &  other 

Deposit  Guaranty 
PO  Box  730 

Jackson,  MS  39205-0730 
601-354-8564 

CEO:  Emerson  B  Robinson  Jr 
Financial  services-regional  banks 

Dover 

280  Park  Avenue 

New  York,  NY  10017 

212-922-1640 

CEO:  Gary  L  Roubos 

Capital  goods-heavy  equipment 

Dana 

PO  Box  1000 

Toledo,  OH  43697 

419-535-4500 

CEO:  Southwood  J  Morcott 
Consumer  durables-automotive  parts 

Detroit  Edison 
2000  Second  Avenue 
Detroit,  MI  48226 
313-237-8000 

CEO:  John  E  Lbbbia 

Electric  utilities-north  central 

Dow  Chemical 

2030  Willard  H  Dow  Center 

Midland,  MI  48674 

517-636-1000 

CEO:  Frank  P  Popoff 
Chemicals-diversified 

Dauphin  Deposit 
213  Market  Street 
Harrisburg,  PA  17101 
717-255-2121 

CEO:  William  J  King 

Financial  services-regional  banks 

Diamond  Shamrock 

PO  Box  696000 

San  Antonio,  TX  78269-6000 

512-641-6800 

CEO:  Roger  R  Hemminghaus 
Energy-other  oil  &  gas 

Dow  Jones 

200  Liberty  Street 

New  York,  NY  10281 

212-416-2000 

CEO:  Warren  H  Philhps 

Entertainment  &.  information-publishing 

Dayton  Hudson 
777  Nicollet  Mall 
Minneapolis,  MN  55402 
612-370-6948 

CEO:  Kenneth  A  Macke 
Retailing-drug  &  discount 

Digital  Equipment 
146  Main  Street 
Maynard,  MA  01754-2571 
508-493-5111 

CEO:  Kenneth  H  Olsen 

Computers  &.  communications-hardware 

Downey  Savings  &  Loan  Assn 

PO  Box  6000 

Newport  Beach,  CA  92658-6000 

714-854-3100 

CEO:  Gerald  H  McQuarrie 
Financial  services-thrift  mstitutions 

DCNY  Corp 

58  Pine  Street 

New  York,  NY  10005 

212-248-8900 

CEO:  Edward  J  Sawicz 

Financial  services-lease  &  finance 

Dillard  Department  Stores 

PO  Box  486 

Little  Rock,  AR  72203 

501-376-5200 

CEO:  William  T  Dillard  Sr 
Retailing-department  stores 

DPL 

Courthouse  Plaza  Southwest 

Dayton,  OH  45402 

513-224-6000 

CEO:  Peter  H  Forster 
Electric  utilities-north  central 

Dean  Foods 

3600  North  River  Road 

Franklin  Park,  IL  60131 

312-625-6200 

CEO:  Howard  M  Dean 

Food,  drink  &.  tobacco-food  processors 

Dime  Savings  Bank  of  New  York  FSB 
589  Fifth  Avenue 
New  York,  NY  10017 
''12-326-6100 

-'  W  Albright  Jr 

■es-thrift  institutions 

1 

DQE  (formerly  Duquesne  Light) 
One  Oxford  Centre 
Pittsburgh,  PA  15279 
412-393-6000 

CEO:  Wesley  W  von  Schack 
Electric  utilities-north  central 
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THEXIMETOTHINK  ABOUT  RETIREMENT 
IS  WHEN  YOU  CAN  STILL  WORK  AT  IT 

If  you're  near  the  middle  of  your  career,  it's 
hard  to  think  about  retirement.  Retiring,  after  all,  is 
something  older  people  do. 

But  the  earlier  you  start  to  plan,  the  more 
you'll  have  when  you  retire.  And  with  the  cost  of 
living  rising,  you'll  need  more.  You'll  also  need 
more  because  statistics  indicate  you're  going  to  live 
longer.  And  you  certainly  won't  be  able  to  rely 
much  on  social  security  will  you? 

At  The  New  England,  our  repre- 
sentatives help  you  develop  a  retirement 
plan  that  recognizes  your  needs,  a  plan 
designed  to  reach  your  goals  through 
a  customized  mix  of  our  produas- 
life  insurance,  mutual  funds,  real  estate 
investments,  for  example. 

Call  us  at  1-800-6(52-2448,  Ext.851  today  for 
a  free  brochure  on  retirement  planning  and  find  out 
how  you  can  turn  your  future  into  the  good  old  days. 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 


;  I 


QQ  The  New  England 

BHBI      Your  Financial  Partner 


® 


The  name  "The  New  England"  and  the  monogram  are  registered  service  marks  of 
New  England  Mutual  Life  Insurance  Company,  Boston,  Massachusetts 
Securities  produas  are  offered  by  New  Englanci  Securities  Corporation 


Where  to  find  The  Forbes  500s 

Dresser  Industries 
PO  Box  718 
Dallas,  TX  75221 
214-740-6000 

CEO:  John  J  Murphy 
Energy-oilfield  services 

Engelhard 
Menlo  Park  CN-40 
Edison,  NJ  08818 
201-632-6000 

CEO:  Orin  R  Smith 
Materials-nonferrous  metals 

FarWest  Financial 

4001  Mac  Arthur  Boulevard 

Newport  Beach,  CA  92660 

714-833-8383 

CEO:  Fred  Kayne 

Financial  services-thrift  institutions 

Dreyfus 

200  Park  Avenue 

New  York,  NY  10166 

212-922-6000 

CEO:  Howard  Stein 

Financial  services-lease  &  finance 

Etuon 

PO  Box  1188 

Houston,  TX  77251-1188 

713-853-6161 

CEO:  Kenneth  L  Lay 

Energy-gas  producers  &.  pipeliners 

<- 

Federal  Express 

PO  Box  727 

Memphis,  TN  38194 

901-369-3600 

CEO:  Frederick  W  Smith 

Travel-airlines 

EI  du  Pont  de  Nemours 
1007  Market  Street 
Wilmington,  DE  19898 
302-774-1000 

CEO:  Edgar  S  Woolard  Jr 
Chemicals-diversified 
Energy-international  oil 

Enserch 

300  South  St  Paul  Street 

Dallas,  TX  75201 

214-651-8700 

CEO:  William  C  McCord 
Energy-integrated  gas 

Federal  National  Mortgage  Assn 
3900  Wisconsin  Avenue  NW 
Washington,  DC  20016-2899 
202-752-7000 

CEO:  David  O  Maxwell 
Financial  services-lease  &.  finance 

Duke  Power 
PO  Box  33189 
Charlotte,  NC  28242 
704-373-4011 

CEO:  WiUiam  S  Lee 
Electnc  utilities-southeast 

Enstar  Group  (formerly  Kinder-Care) 
2400  Presidents  Drive 
Montgomery,  AL  36116 
205-270-7100 

CEO:  Richard  J  Grassgreen 
Financial  services-thrift  institutions 

Federal  Paper  Board 
75  Chestnut  Ridge  Road 
Montvale,  NJ  07645 
201-391-1776 

CEO:  John  R  Kennedy 

Forest  products-paper  &.  lumber 

Dun  &  Bradstreet 
299  Park  Avenue 
New  York,  NY  10171 
212-593-6800 

CEO:  Charles  W  Moritz 

Entertainment  &  information-publishing 

Entergy  (formerly  Middle  South  Utilities) 

PO  Box  61005 

New  Orieans,  LA  70161 

504-529-5262 

CEO:  Edwin  Lupberger 
Electric  utilities-south  central 

Fifth  Third  Bancorp 
38  Fountain  Square  Plaza 
Cincinnati,  OH  45263 
513-579-5300 

CEO:  Clement  L  Buenger 
Financial  services-regional  banks 

E-Systems 

PO  Box  660248 

Dallas,  TX  75266-0248 

214-661-1000 

CEO:  Edwin  G  Keiffer 
Aerospace  &.  defense 

Equimark 

Two  Oliver  Plaza 

Pittsburgh,  PA  15222 

412-288-5000 

CEO:  Alan  S  Fellheimer 
Financial  services-regional  banks 

Financial  Corp  of  Santa  Barbara 

POBox  1109 

Santa  Barbara,  CA  93102-1109 

805-682-2300 

CEO:  Philip  R  Bnnkerhoff 
Financial  services-thrift  instituuons 

Eastman  Kodak 
343  State  Street 
Rochester,  NY  14650-0532 
716-724-4000 

CEO:  Kay  R  Whitmore 

Consumer  nondurables-photogiaphy  &  toys 

Equitable  of  Iowa  Cos 

PO  Box  9107 

Des  Moines,  L\  50306 

515-282-1335 

CEO:  Frederick  S  HubbeU 
Retailing-department  stores 

First  Alabama  Bancshares 
PO  Box  1448 
Montgomery,  AL  36102 
205-832-8011 

CEO:  Willard  L  Hurley 
Financial  services-regional  banks 

Eaton 

Eaton  Center 

Cleveland,  OH  44114-2584 

216-523-5000 

CEO:  James  R  Stover 

Consumer  durables-automotive  parts 

Ethyl 

PO  Box  2189 

Richmond,  VA  23217 

804-788-5000 

CEO:  Floyd  D  Gottwald  Jr 
Chemicals-specialized 

First  American  Corp 

First  American  Center 

Nashville,  TN  37237 

615-748-2000 

CEO:  Kenneth  L  Roberts 

Financial  services-regional  banks 

EG&G 

45  William  Street 

Wellesley,  MA  02181 

617-237-5100 

CEO:  John  M  Kucharski 

Computers  &  communications-hardware 

Exxon 

1251  Avenue  of  the  Americas 

New  York,  NY  10020-1198 

212-333-1000 

CEO:  Lawrence  G  Rawl 
Energy-international  oil 

First  Bancorporation  of  Ohio 

106  South  Main  Street 

Akron,  OH  44308-1444 

216-384-8000 

CEO:  Howard  L  Flood 

Financial  services-regional  banks 

Emerson  Electric 

PO  Box  4100 

St  Louis,  MO  63136 

314-553-2000 

CEO:  Charles  F  Knight 

Capital  goods-electrical  equipment 

Farm  K  Home  Financial 

PO  Box  1 893 

Nevada,  MO  64772 

417-667-3333 

CEO:  Danit!  C  Arnold 

Financial  servi^es-thrift  institutions 

First  Bank  System 
PO  Box  522 

Minneapolis,  MN  S5480 
612-370-5100 

CEO:  John  F  Grundhofcr 
Financial  services-regional  banks 

392 


FORBES,  APRIL  30,  1990 


J 

N 


J 


-[!__ 


^1      U- 


^*\ 


fi  Ail  ■•      ■    ,,,  ,1,,-     ■■ 


./•J^'^''  ..,a.- 


il/  ' 


\,    .i,,^'^& 


Our  smartest  instincts 
-   for  the  future 
run  to  natural  gas. 


Clean-burning  and  abundant,  natural  gas  provides  us  with 

hope  for  a  safer  environment  and  a  more  energ\' 
independent  America.  Clearly,  natural  gas  should  be  the 
fuel  of  the  1990's.  And  Enron  will  be  there  to  provide  it. 

Backed  by  $8.7  billion  in  assets,  Enron  Corp.  operates  the 

nation's  largest  natural  gas  transmission  system  and 

markets  gas  and  liquid  fuels  nationally  and  worldwide. 

We  are  also  a  very  large  independent  producer  of  natural 

gas  through  Enron  Oil  &  Gas  Company  and  are  active  in 

cogeneraiion  and  independent  power  production. 


Working  natural  wonders  in  the  energy  world 

ENRC^N 
CORP 

Houston,  Texas 


^7^f^~- 


We  modelled  PhoneMail  after  a  very  successful  system. 


When  ROLM  set  out  to  develop  a  brand  new  nnessaging  systenn, 
we  based  it  on  a  very  old  one.  One  person  speaking  directly  to 
another  l^jiinMl  The  message  doesn't  get  garbled,  or  misspelled, 
or  slid  under  a  pile  on  your  desk.  You  know  exactly  what  was  said, 
exactly  the  way  it  was  said.  |;{ini||  We  called  our  messaging 
system  'PhoneMail';  it  is  Just  one  part  of  ROLM's  commitment  to 
making  your  communications  system  more  productive.  JJHnilJ 
And  thanks  to  our  special  relationship  with  IBM  and  Siemens, 
ROLM  can  also  connect  your  phone  system  with  your  comput- 
er network,  forging -powerful  new  tools  that  will  improve  commu- 
nications throughout  your  company  [J£|2|J  Because  we  know 
how  you'll  come  to  rely  on  your  ROLM  system,  we  put  enor- 
mous emphasis  on  service,  support,  and  ease  of  installation.  In 
short.  ROLM  turned  one  of  the  simplest  forms  of  communication 
into  the  last  word  on  business  productivity  Pass  it  on.  [^JiJJij 


For  more  information,  cail  1-800-624-8999.  Ext.  235. 

An  IBM  and  Siemens  Company  ©  1990  ROLM  Company 


There^saFastj 
You  to  Get  More  Advertiser  hm^i 
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Annual  Reports 


1.  ALLTEL  Corporation 

2.  Ameritech 

3.  Canadian  Pacific  Ltd. 

4.  Command  Credit  Corporation 

5.  Enron  Corp. 

6.  P.P.  Special  Assets  Limited 

7.  Freddie  Mac* 

8.  K-Tel  International,  Inc. 

9.  Martin  Marietta  Corp. 

10.  Nihon  Keizai  Shimbun,  Inc. 

11.  Phillips  Petroleum  Company 

12.  Siemens  Corporation 

13.  Teleflex  Incorporated 

14.  VEBA  AG 


Business  Productivity 
Equipment  Services 


15.  AMR  Avanti  Sales  -  N.A. 

16.  Delta  Dental  Plans 

17.  GTE  Telephone  Operations 

18.  Hewlett-Packard  Personal 
Computers 

19-  Lanier  Worldwide — Copying 
System  Division 

20.  Management  Recruiters  Int'l. 

21.  MCI  Communications  Inc. 

22.  Mead  Paper 

23.  3M  Data  Storage  Division 

24.  Murata  Business  Systems,  Inc. 

25.  Navistar  Int'l.  Corp. 

26.  NYNEX  CorporaUon 

27.  OHDATA* 

28.  Ricoh  Corporation 

29.  The  Robn  Company 

30.  Tandy/Radio  Shack* 


Consumer  Products/ 
Services 


31.  Allstate  Insurance  Companies 

32.  Blanchard  and  Company  Inc. 

33.  Cadillac  Motor  Car  Division 

34.  Chevrolet  Fleet 

35.  Cross  Creek®  The  Exceptional 
Shirt® 

36.  DeBeers 

37.  Dillard  Department  Stores,  Inc. 

38.  Fratelli  Rossetti 

39.  GTE 

40.  Great  Gatsby's  Architectural 
Antiques 

41.  Lexus 

42.  Lincoln-Mercury 

43.  Jaeger-LeCoultre 

44.  Minolta  Corporation 
Maxxum  70001 

45.  Mazda  Motor  of  America,  Inc. 

46.  Numismatic  Investment 
Group 

47.  Patek  Phihppe 

48.  Rolex  Watch  U.S.A.,  Inc. 

49.  Stetson  Hat  Co. 


Industrial  Products 
Services 


50.  ATR 

51.  Daewoo 

52.  Schott  Corporation 

53-  Varco-Pruden  Buildings 


Office  Plant-Site 
Development 


54.  Alabama  Development  Office 

55.  The  Austin  Company 

56.  Entergy  Corporation 

57.  Illinois  Department  Commerce 
&  Community  Affairs 

58.  Mississippi  Department  of 
Economic  Development 

59.  Missouri  Department  of 
Economic  Development 


Financial  Services 


60.  AMBAC 

61 .  American  Institute  of  Real  Estate 
Appraisers 

62.  American  Society  of  CLU* 

63.  Blue  Cross  and  Blue  Shield 
Association 

64.  Centurv'21 

65.  Chase  Private-Banking 

66.  Chicago  Mercantile  Exchange 

67.  CIGNA  Corporation* 

68.  Dre\fus  Corporation 

69.  Freddie  Mac* 

70.  Kemper  Financial  Services 

71.  The  Northern  Trust  Company 

72.  Numismatic  Investment  Group 

73.  Oak  Tree  Numismatics 

74.  Pacific  Financial 

75.  Primary  Trend  Fund 

76.  Twentieth  Century  Investors 

77.  Van  Kampen  Merritt 

78.  Zurich-American  Insurance 
Group 


Travel  Business  & 
Leisure 


79.  .America  West 

80.  The  Beverly  Hills  Hotel 

81.  British  Airways 

82.  The  Hertz  Corporation 
83  Korean  Air 

84.  The  Lancaster  Hotel 

85.  Lufthansa  German  Airlines 

86.  Peninsula  Hotel  Group 

87.  Pinehurst  National  (Jolf  Club 

89.  The  Registry  Hotel 

90.  Renaissance  Cruises,  Inc. 

91.  Sheraton  Corporation 

88.  Hotel  Sofitel 

92.  Stouffer  Hotels 

93.  Tumbury  Hotel 

94.  Varig  Brazilian  Airlines 


Merrill  Lynch 


95. 


7  Tax-Saving  Strategies 
for  1990 
96.  How  to  Cut  Your  Business 
TaxBiU 


Reader 
Service 
Cards 

The  advertisers  to 
the  left  are  listed  on 
Forbes'  Reader 
Service  Cards. 
Select  the 
advertisers  vou 're 
interested  in,  fill  out 
one  of  the  cards  on 
the  opposite  page 
and  vou'll  receive 
additional 
information  about 
their  products  and 
services. 


*Note:  Advertiser  will  only  honor  information  request  if  you  indicate  your  company 
name  and  job  title  on  card. 
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I HK  POWKR 
AND  THE  PAY 


THE  800  BtSI  PAID 
EXECIITIVTS  IN  AMERICA 


THE  »89  MOIVEY  GUIDE 


WHERE  TO  PUT 
YOUR  MONEY 
FOR  THE  1990s 


GIVE  YOUR 
AD  SPECIAL 
ATTENTION . . 

Be  Part  Of  FORBES  Special  Issues  For  1990. 

Every  issue  of  FORBES  offers  advertisers  the  chance  to 
penetrate  one  of  America's  most  powerful  markets — 2.3 
million  affluent  and  influential  adults.  Highlighting  FORBES 
schedule  of  biweekly  issues  are  10  special  issues  designed  to 
gain  maximum  exposure  for  your  ad. 

Each  special  issue  focuses  on  a  singular  topic — the  "inside 
story"  essential  to  those  making  critical  business  and  invest- 
ment decisions.  You  not  only  reach  a  very  desirable  audience, 
your  ad  receives  hi-profile  treatment  because  these  readers  will 
be  riveted  to  editorial  only  FORBES  provides. 

Special  Issues  also  offer  you  other  benefits: 

•  Extended  visibility  and  longevity 

•  Nationwide  media  coverage 

•  FREE  sales  leads 

•  Opportunity  to  earn  FREE  space  with  the 
FORBES  Special  Issues  Incentive  Plan 

Make  sure  your  ad  gets  special  attention.  Call  your  FORBES 
sales  representative  to  reserve  space  in  FORBES  special  issues. 


ISSUE  DATE 

SPECIAL  ISSUE 

CLOSING 

*  May  28 

The  Power  And  The  Pay 

April  16 

June  25 

The  FORBES  Money  Guide 

May  14 

*  July  23 

The  FORBES  International  500/ 
The  World's  Billionaires 

June  1 1 

September  3 

Annual  Mutual  Funds  Survey 

July  23 

October  1 

The  Top  40  —  The  World's  Highest 
Paid  Entertainers 

August  27 

October  22 

The  FORBES  400  —  The  Richest 
People  In  America 

September  10 

November  12 

The  200  Best  Small  Companies 

October  1 

December  10 

The  400  Largest  Private  Companies 

November  5 

*  January  7,  1991 

Annual  Report  On  American  Industry 

November  26,  1990 

*  April  29 

The  FORBES  500s 

March  18 

*  Included  in  FORBES  Special  Issues  Incentive  Plan 
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First  Capital  Holdings 
1900  Avenue  of  the  Stars 
Los  Angeles,  CA  90067 
213-551-1000 

CEO:  Robert  I  Weingarten 
Insurance-life  &.  health 

First  Hawaiian 
PO  Box  3200 
Honolulu,  HI  96847 
808-525-7000 

CEO:  Walter  A  Dods  Jr 
Financial  services-regional  banks 

FitsTier  Financial 
Famam  at  Seventeenth 
Omaha,  NE  68102-2183 
402-348-6000 

CEO:  David  A  Rismilier 
Financial  services-regional  banks 

First  Chicago 

One  First  National  Plaza 

Chicago,  IL  60670 

312-732-4000 

CEO:  Barry  F  Sullivan 

Financial  services-multinational  banks 

First  Interstate  Bancorp 

PO  Box  54068 

Los  Angeles,  CA  90054 

213-614-3001 

CEO:  Edward  M  Carson 
Financial  services-regional  banks 

Fleet/Norstar  Financial 
'50  Kennedy  Plaza 
Providence,  RI  02903 
401-278-5800 

CEO:  J  Terrence  Murray 
Financial  services-regional  banks 

First  Citizens  BancShares 
PO  Box  151 
Raleigh,  NC  27602 
919-755-7000 

CEO:  Lewis  R  Holding 
Financial  services-regional  banks 

First  of  America  Bank 
108  East  Michigan  Avenue 
Kalamazoo,  MI  49007 
616-383-9000 

CEO:  Daniel  R  Smith 
Financial  services-regional  banks 

Fleetwood  Enterprises 
PO  Box  7638 
Riverside,  CA  92523 
714-351-3500 

CEO:  John  C  Crean 

Consimier  durables-automobiles  &  trucks 

First  City  Bancorp  of  Texas 
1001  Main  Street 
Houston,  TX  77002 
713-658-6011 

CEO:  A  Robert  Abboud 
Financial  services-regional  banks 

First  Security 

PO  Box  30006 

Salt  Lake  City,  UT  84130 

801-350-6000 

CEO:  Spencer  F  Eccles 
Financial  services-regional  banks 

Fleming  Cos 

PO  Box  26647 

Oklahoma  City,  OK  73126-0647 

405-840-7200 

CEO:  E  Dean  Werries 

Food,  drink  &  tobacco-food  distributors 

First  Commerce 

PO  Box  60279 

New  Orleans,  LA  70160-0279 

504-561-1371 

CEO:  Ian  Am  of 

Financial  services-regional  banks 

First  Tennessee  National 
PO  Box  84 
Memphis,  TN  38101 
901-523-4444 

CEO:  Ronald  Terry 

Financial  services-regional  banks 

FlightSafety  International 
Marine  Air  Terminal-La  Guardia 
Flushing,  NY  11371-1061 
718-565-4100 

CEO:  Albert  L  Ueltschi 
Business-services 

First  Empire  State 
One  M&T  Plaza 
BuHalo,  NY  14240 
716-842-5445 

CEO:  Robert  G  Wilmers 
Financial  services-regional  banks 

First  Union 

One  First  Union  Center 

Chariotte,  NC  28288-0570 

704-374-6565 

CEO:  Edward  E  Crutchfield  Jr 
Financial  services-regional  banks 

Florida  Federal  Savings  Bank 

PO  Box  1509 

St  Petersburg,  FL  33731 

813-893-1131 

CEO:  John  W  Sapanski 

Financial  services- thrift  institutions 

First  Executive 

PO  Box  6090 

Inglewood,  CA  90312-6090 

213-312-1000 

CEO:  Fred  Carr 
Insurance-life  &.  health 

First  Virginia  Banks 
6400  Arlington  Boulevard 
Falls  Church,  VA  22042 
703-241-4000 

CEO:  Robert  H  Zalokar 
Financial  services-regional  banks 

Florida  Progress 

PO  Box  33042 

St  Petersburg,  FL  33733 

813-894-8141 

CEO:  Jack  B  Cntchficld 

Electric  utilities-southeast 

First  Fidelity  Bancorp 
1009  Lenox  Drive 
Lawrenceville,  NJ  08648-0980 
201-565-3200 

CEO:  Anthony  P  Terracciano 
Financial  services-regional  banks 

First  Wachovia 
PO  Box  3099 

Winston-Salem,  NC  27150 
919-770-5000 

CEO:  John  G  Medhn  Jr 
Financial  services-regional  banks 

Fluor 

3333  Michelson  Drive 

Irvine,  CA  92730 

714-975-2000 

CEO:  Leslie  G  McCraw 
Construction-commercial  builders 

First  Financial  Management 
3  Corporate  Square 
Atlanta,  GA  30329 
404-321-0120 

CEO:  Patrick  H  Thomas 

Computers  &.  communications-software 

Firstar 

PO  Box  532 

Milwaukee,  WI  53201 

414-765-4321 

CEO:  John  H  Hendee  Jr 

Financial  services-regional  banks 

FMC 

200  East  Randolph  Drive 

Chicago,  IL  60601 

312-861-6000 

CEO:  Robert  H  Malott 
Chcnucals-divcrsified 

First  Florida  Banks 
PO  Box  31265 
Tampa,  FL  33631-3265 
813-224-1111 

CEO:  A  Bronson  Thayer 
Financial  services-regional  banks 

FirstFed  Michigan 
1001  Woodward  Avenue 
Detroit,  MI  48226 
313-965-1400 

CEO:  Carlos  G  Harling 

Financia'  services-thrift  institutions 

Food  Lion 

PO  Box  1330 

Salisbury,  NC  28145-1330 

704-633-8250 

CEO:  Tom  E  Smith 

Retailing  supermarkets  &  convenience 

f- 
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Witness  the  destruction 
of  an  entire  department. 


Don't  blink.  Six  months  worth  of  your  department  with  3M  data  cartridge 

new  orders  and  over  fUtrv  thousand  tape  technology,  you're  at  the  mercy  of 

customers  are  about  to  be  w  iped  off  the  ever\^  finger  tip  in  the  company, 
face  of  the  earth.  All  our  data  cartridge  tapes  are  backed 

By  accident.  with  20  years  of  experience.  12  revo- 

62%  of  all  hard  disk  data  loss  is  due  lutionary  patents.  And  are  the  choice 

to  operater  error.  Unless  you  back  up  of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
everything  on  a  3M  data  cartridge  tape. 
It's  the  safest  wav  to  avoid  destruction. 


Call  1-800-888-1889  ext.  5 
tor  more  informarion. 


c  m  ^'*>^^^ 


1 

'       '     Where  to  find  The  Fol|es  500s 

ford  Motor 
PO  Box  1899 
Dearborn,  MI  48121 
313-322-3000 

CEO;  Haxold  A  Poling 

Consumer  durables-automobiles  &.  trucks 

GATX 

120  South  Riverside  Plaza 
Chicago,  IL  60606-3998 
312-621-6200 

CEO:  James  J  Glasser 

Financial  services-lease  &.  finance 

General  Public  Utilities 
100  Interpace  Parkway 
Parsippany,  NJ  07054-1149 
201-263-6500 

CEO:  Standley  H  Hoch 
Electric  utihties-northeast 

Fortune  Financial  Group 
PO  Box  6100 

Clearwater,  FL  34618-6100 
813-538-1000 

CEO:  John  A  Moran 

Fmancial  services-thrift  institutions 

Geico 

Geico  Plaza 
Washington,  DC  20076 
301-986-3000 

CEO:  Wilham  B  Snyder 
Insurance-property  &.  casualty 

General  Re 
PO  Box  10351 
Stamford,  CT  06904-2351 
203-328-5000 

CEO:  Ronald  E  Ferguson 
Insurance-diversified 

Fourth  Financial 

PO  Box  4 

Wichita,  KS  67201-0004 

316-261-4444 

CEO:  lordan  L  Haines 
Financial  services-regional  banks 

GenCorp 

175  Ghent  Road 

Fairlawn,  OH  44313-3300 

216-869-4200 

CEO:  A  William  Reynolds 
Aerospace  &  defense 

General  Signal 
PO  Box  10010 
Stamford,  CT  06904 
203-357-8800 

CEO:  Edmund  M  Carpenter 
Capital  goods-heavy  equipment 

FPL  Group 

PO  Box  088801 

North  Palm  Beach,  FL  33408-8801 

407-694-6300 

CEO:  James  L  Broadhead 
Electric  utilities-southeast 

Genentech 

460  Point  San  Bruno  Boulevard 

South  San  Francisco,  CA  94080 

415-266-1000 

CEO:  G  Kirk  Raab 
Health-drugs 

Genuine  Parts 

2999  Circle  75  Parkway 

Atlanta,  GA  30339 

404-953-1700 

CEO:  Larry  L  Prmce 

Consumer  durables-automotive  parts 

Franklin  Resources 

777  Mariners  Island  Boulevard 

San  Mateo,  CA  94404 

415-570-3000 

CEO:  Charles  B  Johnson 
Financial  services-lease  &.  finance 

General  Cinema 
27  Boylston  Street 
Chestnut  Hill,  MA  02167 
617-232-8200 

CEO:  Richard  A  Smith 
Retailing-department  stores 

Georgia  Gulf 
PO  Box  105197 
Atlanta,  GA  30348 
404-395-4500 

CEO:  James  R  Kuse 
Chemicals-specialized 

Freeport-McMoRan 

PO  Box  61119 

New  Orleans,  LA  70161 

504-582-4000 

CEO:  James  R  Moffett 
Chemicals-specialized 

General  Dynamics 
Pierre  Laclede  Center 
St  Louis,  MO  63105-1861 
314-889-8200 

CEO:  William  A  Anders 
Aerospace  &  defense 

Georgia-Pacific 

133  Peachtree  Street  NE 

Atlanta,  GA  30303 

404-521-4000 

CEO:  T  Marshall  Hahn  Jr 
Forest  products-paper  &  lumber 

Fruit  of  the  Loom 
233  South  Wacker  Drive 
Chicago,  IL  60606 
312-876-1724 

CEO:  Wilham  Farley 

Consumer  nondurables-apparel  &.  shoes 

General  Electric 
3135  Easton  Turnpike 
Fairfield,  CT  06431 
203-373-2211 

CEO:  John  F  Welch  Jr 

Aerospace  &  defense 

Capital  goods-electrical  equipment 

Gerber  Products 
445  State  Street 
Fremont,  MI  49413 
616-928-2000 

CEO:  Alfred  A  Piergallini 

Food,  drmk  &.  tobacco-food  processors 

Fund  American  Cos  (forme^y  Fireman's  Fund] 
666  Steamboat  Road 
Greenwich,  CT  06830 
203-625-5300 

CEO:  John  J  Byrne 
Insurance-property  &.  casualty 

General  Instrument 

767  Fifth  Avenue 

New  York,  NY  10153-0082 

212-207-6200 

CEO:  Frank  G  Hickey 

Computers  &.  communications-hardware 

Giant  Food 
PO  Box  1804 
Washington,  DC  20013 
301-341-4100 

CEO:  Israel  Cohen 
Retailing-supermarkets  &  convenience 

Gannett 

1100  Wilson  Boulevard 

Arlington,  VA  22234 

703-284-6000 

CEO:  John  J  Curley 

Entertaiimient  &  information-publishing 

General  Mills 
POBox  1113 
Minneapolis,  MN  55440 
612-540-2311 

CEO:  H  Brewster  Atwater  Jr  • 

Food,  drink  &  tobacco-food  processors 

Gillette 

Prudential  Tower  Building 

Boston,  MA  02199 

617-421-7000 

CEO:  Colman  M  Mockler  Jr 

Consumer  nondurables-pcrsonal  products 

Gap 

One  Harrison  Street 

San  Francisco,  CA  94105 

415-952-4400 

CEO:  Donald  G  Fisher 
Retailing-apparel 

General  Motors 

3044  West  Grand  Boulevard 

Detroit,  MI  48202 

313-556-5000 

CEO:  Roger  B  Smith 

Consumer  durables-automobiles  &  trucks 

PH  Glatfeltcr 

228  South  Main  Street 

Spring  Grove,  PA  17362-0500 

717-225-4711 

CEO:  Thomas  C  Norris 

Forest  products-paper  &.  lumber 
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1 1989-Philips  Lighting  Co. -A  Division  of  N.A.  Philips  Corp, 


® 


Mercedes-Ben/  -  Registered  Tradennarks  of  Daimler-Benz  AG,  Stuttgart  Federal  Republic  of  Germany 


Mercedes  SL 


YouTl  save  enough  with  Philips  SE  to  buy 
an  SL  from  a  different  manufecturer. 


Philips  SL*  Lamps  can  save  you  a  carload 
of  money.  Let's  say  you  have  a  500 
room  hotel.  If  you  put  SL*  Lamps  in 
your  corridors  alone,  you'll  save 
$66,000  over  the  life  of  the  lamps. 

That's  because  an  SL*  can 
reduce  energy  costs  by  an  amazing 
76%  compared  to  incandescents.         ^ 
Also,  they  last  up  to  13  times  longer       \^  . 
than  incandescents,  so  you'll  save 
even  more  on  maintenance  costs. 


There  are  SL*  Lamps  for  general  lighting, 
high-hat  downlighting,  decorative  lighting  and  a 
brand  new  one  for  low  lumen  areas.  Each  fits 
right  into  an  ordinary  incandescent  socket  and 
produces  the  same  warm  light. 

To  find  out  more  about  Philips  incredibly 
efficient  SL*,  call  1-800-631-1259  and  talk  to  our 
^  Lighting  Team.  Then  you  can  start  picking 

\_  ,  out  the  color  of  your  other  SL. 

Philips  SL*    It's  time  to  change  your  bulbT 


Philips  Lighting 


PHILIPS 
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i      ro  Box  1709 

Gip.ndih,  CA  91209 

818-F-OO-J.OOO 

CEO:  Norman  M  Coulson 

Financial  services  thrift  institutions 

Great  Lakes  Bancorp  FSB 
One  Great  Lakes  Plaza 
Ann  Arbor,  MI  48107-8600 
313-769-8300 

CEO:  Roy  E  Weber 

Financial  services-thrift  institutions 

Hannaford  Bros 

145  Pleasant  Hill  Road 

Scarborough,  ME  04074 

207-883-2911 

CEO:  James  L  Moody  Jr 
Retailing-supermarkets  &  convenience 

Golden  West  Financial 
1901  Harrison  Street 
Oakland,  CA  94612 
415-446-3420 

CEO:  Herbert  M  Sandler 

Financial  services-thrift  institutions 

Great  Lakes  Chemical 

PO  Box  2200 

West  Lafayette,  IN  47906 

317-497-6100 

CEO:  Emerson  Kampen 
Chemicals-specialized 

Hanover  Insurance  Cos 
100  North  Parkway 
Worcester,  MA  01605-1396 
508-853-7200 

CEO:  William  J  O'Brien 
Insurance-property  &  casualty 

Goldome 

One  Fountain  Plaza 

Buffalo,  NY  14203-1499 

716-847-5800 

CEO:  Thomas  A  Cooper 

Financial  services -thrift  institutions 

Great  Western  Financial 
8484  Wilshire  Boulevard 
Beverly  Hills,  CA  90211 
213-852-3411 

CEO:  James  F  Montgomery 
Financial  services- thrift  institutions 

Harcourt  Brace  Jovanovich 
Orlando,  FL  32887 
407-345-2000 

CEO:  Peter  W  Jovanovich 
Entertairmient  &.  information-publishing 

BF  Goodrich 

3925  Embassy  Parkway 

Akron,  OH  44313-1799 

216-374-2000 

CEO:  John  D  Ong 
Chemicals-diversified 

Greater  New  York  Savings  Bank 
One  Penn  Plaza 
New  York,  NY  10119 
212-613-4000 

CEO:  Charles  J  Ohlig 

Financial  services- thrift  institutions 

Hamischfeger  Industries 
PO  Box  554 
Milwaukee,  WI  53201 
414-671-4400 

CEO:  William  W  Goessel 
Capital  goods-heavy  equipment 

Goodyear  Tire  &  Rubber 
1144  East  Market  Street 
Akron,  OH  44316-0001 
216-796-2121 

CEO:  Tom  H  Barrett 

Consumer  durables-automotive  parts 

Greyhound  Dial 
Greyhound  Tower 
Phoenix,  AZ  85077 
602-248-4000 

CEO:  John  W  Teets 

Consumer  nondurables-personal  products 

Harris  Corp 

1025  West  Nasa  Boulevard 

Melbourne,  FL  32919 

407-727-9100 

CEO:  John  T  Hartley 

Computers  &  communications-hardware 

WR  Grace 

1114  Avenue  of  the  Americas 

New  York,  NY  10036-7794 

212-819-5500 

CEO:  J  Peter  Grace 
Chemicals-specialized 

Grumman 

1111  Stewart  Avenue 

Bethpage,  NY  11714-3580 

516-575-0574 

CEO:  John  O'Brien 
Aerospace  &.  defeiise 

Hartford  Steam  Boiler  Inspection  &  Ins 
One  State  Street 
Hartford,  CT  06102-3001 
203-722-1866 

CEO:  Wilson  Wilde 
Insurance-property  &.  casualty 

WW  Grainger 

5500  West  Howard  Street 

Skokie,  XL  60077 

708-982-9000 

CEO:  David  W  Grainger 

Capital  goods-electrical  equipment 

GTE 

One  Stamford  Forum 

Stamford,  CT  06904 

203-965-2000 

CEO:  James  L  Johnson 

Computers  &  communications-telecommun 

Hasbro 

PO  Box  1059 

Pawtucket,  RI  02862-1059 

401-431-8697 

CEO:  Alan  G  Hassenfeld 

Consumer  nondurables-photography  &  toys 

Great  American  Bank  SSB 

600  B  Sueet 

San  Diego,  CA  92183 

619-231-1885 

CEO:  Gordon  C  Luce 

Financial  services-thrift  institutions 

Gulf  States  Utilities 
PO  Box  2951 
Beaumont,  TX  77704 
409-838-6631 

CEO:  E  Linn  Draper  Jr 
Electric  utilities-south  central 

Hawaiian  Electric  Industries 

PO  Box  730 

Honolulu,  HI  96808-0730 

808-543-5662 

CEO:  C  Dudley  Pratt  Jr 
Electric  utilities-western 

Great  American  Management  &  Investment 
Two  North  Riverside  Plaza 
Chicago,  IL  60606 
312-648-5656 

CEO:  Samuel  Zell 
Chemicals-specialized 

Halliburton 

500  North  Akard  Street 

Dallas,  TX  75201-3391 

214-978-2600 

CEO:  Thomas  H.Cruikshank 
Energy-oilfield  services 

H)  Heinz 

PO  Box  57 

Pittsburgh,  PA  15230-0057 

412-456-5700 

CEO:  Anthony  J  F  O'Reilly 

Food,  drink  &  tobacco-food  processors 

Great  Atlantic  &  Pacific  Tea 
2  Paragon  Drive 
Montvale,  N|  07645 
201-573-9700 

CEO:  James  Wood 
Retailing-supermarkets  &.  convenience 

MA  Hanna 

1301  Eait  9th  Street 

Cleveland,  OH  44114-1824 

216-589-40U0 

CEO:  Martin  D  Walker 
Chemicit.i,- specialized 

Henley  Group 
Liberty  Lane 
Hampton,  NH  03842 
603-926-5911 

CEO;  Michael  D  Dingman 
Health-medical  supplies 
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We  Were  Already  A  Sizable  Force  In  Technology  Back 
When  Technology  Itself  Wasn't  Exactly  Small. 


It  was  so  early  in  the  ex'olution  of  electronic 
computation  that  the  word  "computer'  in 
its  modem  sense,  had  yet  to  enter  the  lan- 
guage. Still,  in  1946,  the  big  news  at  the 
Georgia  Institute  of  Technology  was  very 
big  indeed:  the  arrival  of  one  of  the 
nation's  first  AC  network  calculators. 

In  the  decades  that  followed,  while  the 
gigantic  new  computing  machines  were 
shrinking  to  the  size  of  aedit  cards,  technol- 
ogy itself  was  growing  rapidly  in  Georgia. 
Today  engineering  R&D  expenditures  at 
the  public-university  level  are  the  highest  in 
the  country,  and  the  state  is  the  Southeast's 
second  fastest-growing  center  of  technologi- 


cal employment. 

Meanwhile,  Georgia's  traditional 
university-industry  partnership  continues  to 
flourish.  In  programs  designed  to  provide 
fledgling  high-technology  companies  with 
crucial  start-up  services  and  incubator  facili- 
ties. In  cooperative  projects  set  up  to  address 
the  specific  needs  of  the  private  sector  and 
to  expedite  the  transfer  of  basic  research  into 
the  marketplace. 

Not  surprisingly,  along  the  way,  Georgia 
has  developed  some  of  the  nation's  most 
sophisticated  transportation  and  communi- 
cations systems.  More  surprisingly,  how- 
ever, labor  costs  have  remained  moderate, 


and  corporate  income  taxes  haven't  been 
raised  since  1969. 

So  write  on  your  letterhead  or  send  your 
business  card  to  |ohn  Boothby,  Georgia 
Department  of  Industry,  Trade  &  Tourism, 
Dept.FBS,  P.O.  Box  1776,  Atlanta,  GA 
30301.  Or  call  us  at  404-656-9306.  And 
find  out  how  Georgia's  strong  technological 
base  can  help  you  manage  some  important 
numbers  of  your  own: 

The  ones  on  your  bottom  line. 

GEORGIA 

The  State  of  Business  Today 


^ 

F  Where  to  find  The  Foites  500s 

juJes 
i       liercuies  Plaza 

W  ilmington,  D£  19894 
302-594-5000 

CEO.  David  S  Holiingsworth 
Chemicals-diversified 

Homestead  Financial 
979  Broadway 
Millbrae,  CA  94030 
415-692-9940 

CEO:  Lawrence  Weissberg 
Financial  services-thrift  institutions 

Idaho  Power 
PO  Box  70 
Boise,  ID  83707 
208-383-2200 

CEO:  Joseph  W  Marshall 
Electric  utihties-westem 

Hershey  Foods 

PO  Box  810 

Hershey,  PA  17033-0810 

717-534-4001 

CEO:  Richard  A  Zimmerman 

Food,  drink  &.  tobacco-food  processors 

Honeywell 
PO  Box  524 

Minneapolis,  MN  55440 
612-870-5200 

CEO:  James  J  Renier 

Capital  goods-electrical  equipment 

(Illinois  Power 
500  South  27th  Street 
Decatur,  IL  62525 
217-424-6600 

CEO:  Wendell  J  Kelley 
Electric  utilities-north  central 

Hewlett-Packard 
3000  Hanover  Street 
Palo  Alto,  CA  94304 
415-857-1501 

CEO:  John  A  Young 

Computers  &.  communications-hardware 

Geo  A  Hormel 
PO  Box  800 
Austin,  MN  55912 
507-437-5611 

CEO:  Richard  L  Knowlton 

Food,  drink  &.  tobacco-food  processors 

Illinois  Tool  Works 
8501  West  Higgins  Road 
Chicago,  IL  60631-2887 
312-693-3040 

CEO:  John  D  Nichols 

Capiul  goods-heavy  equipment 

Hibemia 

PO  Box  61540 

New  Orleans,  LA  70161 

504-586-5552 

CEO:  Martin  C  Miler 

Financial  services-regional  banks 

Household  International 
2700  Sanders  Road 
Prospect  Heights,  IL  60070 
708-564-5000 

CEO:  Donald  C  Clark 

Financial  services-lease  &.  finance 

IMC  Fertilizer  Group 
2100  Sanders  Road 
Northbrook,  IL  60062 
708-272-9200 

CEO:  Bilhe  B  Turner 
Chemicals-specialized 

Hillenbrand  Industries 
Highway  46 
Batesville,  IN  47006 
812-934-7000 

CEO:  W  August  Hillenbrand 
Health-medical  supplies 

Houston  Industries 
PO  Box  4567 
Houston,  TX  77210 
713-629-3000 

CEO:  Don  D  Jordan 

Electric  utilities-south  central 

INB  Financial  (formerly  Indiana  National) 
One  Indiana  Square 
Indianapolis,  IN  46266 
317-266-6000 

CEO:  Thomas  M  Miller 
Financial  services-regional  banks 

Hills  Department  Stores 
15  Dan  Road 
Canton,  MA  02021-9128 
617-821-1000 

CEO:  Stephen  A  Goldberger 
Retailing-drug  &.  discount 

Howard  Savings  Bank 
200  South  Orange  Avenue 
Livingston,  NJ  07039 
201-533-7400 

CEO:  Leo  J  Rodgers  Jr 

Financial  services- thrift  institutions 

Independence  Bancorp 

One  Hillendale  Road 

Perkasie,  PA  18944 

215-257-2402 

CEO:  John  D  Harding 

Financial  services-regional  banks 

Hilton  Hotels 

PO  Box  5567 

Beverly  Hills,  CA  90209-5567 

213-278-4321 

CEO:  Barron  Hilton 
Travel-hotels  &  gaming 

Hubbell 

PO  Box  549 

Orange,  CT  06477-4024 

203-799-4100 

CEO:  G  J  Ratcliffe 

Capital  goods-electrical  equipment 

Ingersoll-Rand 

200  Chestnut  Ridge  Road 

Wooddiff  Lake,  N]  07675 

201-573-0123 

CEO:  Theodore  H  Black 
Capital  goods-heavy  equipment 

Home  Depot 

2727  Paces  Ferry  Road 

Atlanta,  GA  30339 

404-433-8211 

CEO:  Bernard  Marcus 
Retailing-specialty 

Humana 

PO  Box  1438 

Louisville,  KY  40201-1438 

502-580-1000 

CEO:  David  A  Jones 
Health-health  care  services 

Inland  Steel  Industries 
30  West  Monroe  Street 
Chicago,  IL  60603 
312-346-0300 

CEO:  Frank  W  Luerssen 
Matcrials-steel 

HomeFed 

707  Broadway 

San  Diego,  CA  92101 

619-699-8000 

CEO:  Robert  F  Adelizzi 

Financial  services- thrift  institutions 

Huntington  Bancshares 
Huntington  Center 
Columbus,  OH  43287 
614-476-8300 

CEO:  Frank  Wobst 

Financial  services-regional  banks 

Integra  Financial 
Four  PPG  Place 
Pittsburgh,  PA  15222-5408 
412-644-8640 

CEO:  William  F  Roemer 
Financial  services-regional  banks 

Homestake  Mining 

650  California  Street 

San  Francisco,  CA  94108-2788 

415-981-8150 

CEO:  Harry  M  Conger 
Materials-nonferrous  metals 

ICH 

4211  Norbourne  Boulevard 

Louisville,  KY  40207 

502-897-1861 

CEO;  John  Franco 
Lisurance-life  &.  health 

Intel 

3065  Bowers  Avenue 

Santa  Clara,  CA  95052-8126 

408-765-8080 

CEO:  Andrew  S  Grove 

Computers  &  communications-hardware 

404 


FORBES,  APRIL  30,  1990 


BANKERS  TRUST 
KNOWS  THE  VALUE 
0FA24-H0UR-A-DAY 
GLOBAL  NETWORK. 


A  global  data  communications  network  from 
Northern  Tfelecom  has  made  every  time  zone  in  the  world 
more  accessible  for  Bankers  TVust. 

It  provides  24-hour-a-day  transfer  throughout  the  world  s 
financial  centers.  So  moving  cash,  trading  currency,  and  world- 
wide financing  are  faster,  easier  and  under  tighter  control.  And 
that  makes  them  more  profitable— a  big  advantage  in  today's 
intense  international  money  markets.  Their  network  is  also  a 
great  investment  for  the  future,  because  they  can  expand  it 
almost  anywhere,  without  replacing  ecjuipment. 

Discover  the  benefits  of  our  DPN  family  of  packet  switches, 
the  data  network  that  can  grow  with  ^^ 

you.  Call  l-800-N()RTHERN.  You'll  iYf  "clccom" 

find  it's  like  money  in  the  bank.  I  ww 


NORTHERN  TELKOMI 


TECHNOLOGY     THE     WORLD     CALLS     ON 

©  VX*.)  Northern  THecom.  DPN  is  ;i  trarlemark  of  Northern  Telecom. 
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Interco 

101  South  Hanley  Road 

St  Louis,  MO  63105 

314-863-1100 

CEO:  Harvey  Saligman 

Consumer  durables-home  furnishings 

ITT 

320  Park  Avenue 

New  York,  NY  10022 

212-752-6000 

CEO:  Rand  V  Araskog 
Insurance-property  &.  casualty 

Kellogg 

PO  Box  3599 

Battle  Creek,  MI  49016-3599 

616-961-2000 

CEO:  William  E  LaMothe 

Food,  drink  &  tobacco-food  processors 

Intergraph 

One  Madison  Industrial  Park 

Huntsville,  AL  35894-0001 

205-730-2000 

CEO;  James  W  MeadJock 

Computers  &.  communications-hardware 

James  River  Corp  of  Virginia 
PO  Box  2218 
Richmond,  VA  23217 
804-644-5411 

CEO:  Brenton  S  Halsey 

Forest  products-paper  &.  lumber 

*kelly  Services 

999  West  Big  Beaver  Road 

Troy,  MI  48084 

313-362-4444 

CEO:  Terence  E  Adderley 
Business-services 

International  Business  Machines 
Old  Orchard  Road 
Armonk,  NY  10504 
914-765-1900 

CEO:  John  F  Akers 

Computers  &  communications-hardware 

Jefferson-Pilot 
PO  Box  21008 
Greensboro,  NC  27420 
919-378-2011 

CEO:  W  Roger  Soles 
Insurance-life  &  health 

Kemper 

Kemper  Center 

Long  Grove,  IL  60049-0001 

312-540-2000 

CEO:  Joseph  E  Luecke 
Insurance-diversified 

International  Flavors  &  Fragrances 
521  West  57th  Street 
New  York,  NY  10019 
212-765-5500 

CEO:  Eugene  P  Grisanti 
Chemicals-specialized 

Johnson  &  Johnson 

One  Johnson  &  Johnson  Plaza 

New  Brunswick,  NJ  08933 

201-524-0400 

CEO:  Ralph  S  Larsen 

Consumer  nondurables-personal  products 

Kentucky  Utilities 
One  Quality  Street 
Uxington,  KY  40507 
606-255-2100 

CEO:  John  T  Newton 
Electric  utilities-southeast 

International  Minerals  &  Chemical 

2315  Sanders  Road 

Northbrook,  EL  60062 

708-564-8600 

CEO:  George  D  Kennedy 

Chemicals-specialized 

Johnson  Controls 
PO  Box  591 
Milwaukee,  WI  53201 
414-228-1200 

CEO:  James  H  Keyes 

Consumer  durables-automotive  parts 

Kerr-McGee 

PO  Box  25861 

Oklahoma  City,  OK  73125 

405-270-1313 

CEO:  Frank  A  McPherson 
Energy-other  oil  &  gas 

International  Multifoods 
Box  2942 

Minneapolis,  MN  55402 
612-340-3300 

CEO:  Anthony  Luiso 

Food,  drink  &.  tobacco-food  processors 

JWP 

2975  Westchester  Avenue 

Purchase,  NY  10577 

914-935-4000 

CEO:  Andrew  T  Dwyer 
Business-industrial  services 

KeyCorp 

PO  Box  88 

Albany,  NY  12201-0088 

518-486-8000 

CEO:  Victor  J  Riley  Jr 
Financial  services-regional  banks 

International  Paper 
Two  Manhattanville  Road 
Purchase,  NY  10577 
914-397-1500 

CEO:  John  A  Georges 

Forest  products-paper  &  lumber 

Kmart 

3100  West  Big  Beaver  Road 

Troy,  MI  48084 

313-643-1000 

CEO:  Joseph  E  Antonini 
Retailing-drug  &  discount 

Kimberly-Clark 
PO  Box  619100 
Dallas,  TX  75261-9100 
214-830-1200 

CEO:  Darwin  E  Smith 

Consumer  nondurables-personal  products 

Interpublic  Group  of  Cos 
1271  Avenue  of  the  Americas 
New  York,  NY  10020 
212-399-8000 

CEO:  Philip  H  Geier  Jr 

Entertainment  &  information-publishing 

Kansas  City  Power  &  Light 

PO  Box  418679 

Kansas  City,  MO  64141-9679 

816-556-2200 

CEO:  A  Drue  Jetmings 
Electric  utilities-north  central 

King  World  Productions 
830  Morris  Turnpike 
Short  Hills,  NJ  07078 
201-376-1313 

CEO:  Michael  King 

Entertainment  &.  information-movies 

Ipalco  Enterprises 

PO  Box  1595 

Indianapolis,  IN  46206-1595 

317-261-8261 

CEO:  John  R  Hodowal 
Electric  utilities-north  central 

Kansas  Power  &  Light 
PO  Box  889 
Topeka,  KS  66601 
913-296-6300 

CEO:  John  E  Hayes  Jr 
Energy-gas  distributors 

Knight-Ridder 
One  Herald  Plaza 
Miami,  PL  33132-1693 
305-376-3800 

CEO:  James  K  Batten 

Entertainment  &  information-publishing 

Itel 

2  North  Riverside  Plaza 

Chicago,  IL  60606 

312-902-1515 

CEO:  Samuel  Zell 

Computers  &.  communications-hardware 

Kaufman  &  Broad  Home 
10877  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
213-443-8000 

CEO:  Bruce  L  Karatz 
Construction-residential  builders 

Kroger 

1014  Vine  Street 

Cincinnati,  OH  45202-1100 

513-762-4000 

CEO:  Lyle  Everingham 
Retailingsupermarkets  &  convenience 
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Laser  printing 
aiFoidable. 


0K!^>^^^^"400is  for  everyone  who  ever  wanted 
their  own  personal  laser  but  didn't  love  the  prices. 
This  small  wonder  stands  less  than  six  inches  tall, 
stores  up  to  200  sheets,  is  HP  compatible,  has  17 
fonts,  prints  memos  to  spreadsheets  at  four  pages 
per  minute  and  carries  on  the  tradition  of  Okidata 
tank-tough™  reliability.  But  what  makes  this  little 
beauty  really  attractive  is  its  price . . .  under  $1400. 

Call  l'800OKIDATA  for  the  dealer  nearest  you. 


OKllAXEK  400 

Ik 


3 


5'/8' 


17  fonts  with  4  typefaces. 

512K  memory  expandable  to  2.5MB. 

4  ppm.  HP  II  emulation. 


Application  for  Employment 

Prospective  empfoyees  will  receive  consideration  without  discrimination 
because  of  race,  creed,  color,  sex.  nations/  orqm.  handicap  or  veteran  status. 


CORNERSTONE 

Corp. 


p 

E 
R 
S 
0 
N 
A 
L 

^   Last  Nemo 

SUMt  Address 

Cttv.  State,  Zip 

Have  you  ever  api 

Position  Desired? 

Apart  from  absenc 
n  Yes      n  No 

Are  you  legally  eli( 

Other  special  trami 

How  did  you  learn 

SCHOOL 


Stafford  Kissell  &Paulsworth 


Dear  Jonathan, 

"How  are  you  gonna  keep'em  down  on  the  farm  after 
they've  seen  Paree?" 

Enclosed  is  an  application  for  employment  with  a  solid, 
little  company  called  Cornerstone.  They've  been  looking  for 
a  "heavy"  with  international  accounting  experience  to  run  the 
show.  The  pay  and  the  perks  are  great.  And,  di  yeah,  their 
office  is  in  Paris. ..you  know,  France. 

This  could  be  the  opportunity  you're  looking  for.  It's  a 
young,  aggressive  group.  And,  if  all  works  out,  I'll  have  a 
friend  in  Paris.   N'esi  pas? 

Any  interest? 


NAh 


"7^7*^ 


^k    an  OKI  AMERICA  company 


We  put  business  on  paper. 


OKICrtTA  15  a  registered  traderiMrk  of  Oki  America,  Inc.,  Marque  de'posM  de 
Oki  America,  Inc.  OKILASER^^is  a  trademark  of  Oki  Electhc  Industry  Ca  Ijd. 
HP  is  a  registered  traderT\ark  of  Hewlett-Packard  Company. 
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Lafarge 

PO  Box  4600 

Reston,  VA  22090 

703-264-3600 

CEO:  Robert  W  Murdoch 
Materials-cement  &  gypsum 

Loews 

667  Madison  Avenue 

New  York,  NY  10021-8087 

212-545-2000 

CEO:  Laurence  A  Tisch 
Food,  drink  &  tobacco- tobacco 

LTV 

PO  Box  655003 

DaUas,  TX  75265-5003 

214-979-7711 

CEO:  Raymond  A  Hay 

Materials-steel 

Landmark  Land 
100  Clock  Tower  Place 
Carmel,  CA  93923 
408-625-4060 

CEO:  Gerald  G  Barton 

Financial  services-lease  &.  finance 

Lone  Star  Technologies 
PO  Box  35888 
Dallas,  TX  75235-0888 
214-352-3981 

CEO:  John  P  Harbin 
Materials-steel 

rLubrizol 

29400  Lakeland  Boulevard 
Wickliffe,  OH  44092-2298 
216-943-4200 

CEO:  Lester  E  Coleman 
Chemicals-specialized 

Liberty  National  Bancorp 
PO  Box  32500 
Louisville,  KY  40232 
502-566-2000 

CEO:  Joseph  W  Phelps 
Financial  services-regional  banks 

Long  Island  Lighting 
175  East  Old  Country  Road 
Hicksville,  NY  11801 
516-933-4590 

CEO:  William  J  Catacosinos 
Electric  utilities-northeast 

Lyondell  Petrochemical 
PO  Box  3646 
Houston,  TX  77253-3646 
713-652-7200 

CEO:  Bob  G  Gower 
Chemicals-specialized 

EH  Lilly 

Lilly  Corporate  Center 

Indianapolis,  IN  46285 

317-276-2000 

CEO:  Richard  D  Wood 
Health-drugs 

Longs  Drug  Stores 

PO  Box  5222 

Walnut  Creek,  CA  94596 

415-937-1170 

CEO:  Robert  M  Long 
Retailing-drug  &.  discount 

Mack  Trucks 

PO  Box  M 

Allentown,  PA  18105-5000 

215-439-3011 

CEO:  Ralph  E  Reins 

Consumer  durables-automobiles  &.  trucks 

Limited 

PO  Box  16000 

Columbus,  OH  43216 

614-475-4000 

CEO:  Leslie  H  Wexner 
Retailing-apparel 

Loral 

600  Third  Avenue 

New  York,  NY  10016 

212-697-1105 

CEO:  Bernard  L  Schwartz 
Aerospace  &  defense 

Manufacturers  Hanover 
270  Park  Avenue 
New  York,  NY  10017 
212-270-6000 

CEO:  John  F  McGillicuddy 

Financial  services-multinational  banks 

LIN  Broadcasting 

1370  Avenue  of  the  Americas 

New  York,  NY  10019 

212-765-1902 

CEO:  Donald  A  Pels 

Entertainment  &.  information-broadcasting 

Lotus  Development 
55  Cambridge  Parkway 
Cambridge,  MA  02142 
617-577-8500 

CEO:  Jim  P  Manzi 

Computers  &  communications-software 

Manufacturers  National 
Renaissance  Center 
Detroit,  MI  48243 
313-222-4000 

CEO:  Gerald  V  MacDonald 
Financial  services-regional  banks 

Lincoln  National 

PO  Box  1110 

Fort  Wayne,  IN  46801 

219-427-2000 

CEO:  Ian  M  RoUand 
Insurance-diversified 

Louisiana  Land  &  Exploration 

PO  Box  60350 

New  Orleans,  LA  70160 

504-566-6500 

CEO:  H  Leighton  Steward 
Energy-other  oil  &.  gas 

Manville 

PO  Box  5108 

Denver,  CO  80217-5108 

303-978-2000 

CEO:  W  Thomas  Stephens 
Materials-other 

Litton  Industries 

360  North  Crescent  Drive 

Beverly  Hills,  CA  90210-4867 

213-859-5000 

CEO:  Orion  L  Hoch 
Aerospace  &.  defense 

Louisiana-Pacific 

111  Southwest  Fifth  Avenue 

Portland,  OR  97204 

503-221-0800 

CEO:  Harry  A  Merio 

Forest  products-paper  &.  lumber 

Mapco 

PO  Box  645 

Tulsa,  OK  74101-0645 

918-581-1800 

CEO:  James  E  Barnes 
Energy-other  oil  &  gas 

Liz  Claiborne 
1441  Broadway 
New  York,  NY  10018 
212-354-4900 

CEO:  Jerome  A  Chazen 

Consumer  nondurables-apparel  &.  shoes 

Louisville  Gas  &  Electric 
PO  Box  32010 
Louisville,  KY  40232 
502-627-2000 

CEO:  Roger  W  Hale 
Electric  utilities-southeast 

Marion  Merrell  Dow 

PO  Box  8480 

Kansas  City,  MO  64114-0480 

816-966-4000 

CEO:  Joseph  G  Temple  Jr 
Health-drugs 

Lockheed 

4500  Park  Granada  Boulevard 

Calabasas,  CA  91399-0212 

818-712-2000 

CEO:  Daniel  M  Tellep 
Aerospace  &.  defense 

Lowe's  Cos 

Box  nil 

No  Wilkesboro,  NC  28656-0001 

919-651-4000 

C£0:  Leonard  G  Herring 

Retail; r.,iL;sp'   jalty 

Marriott 

One  Marriott  Drive 

Washington,  DC  20058 

301-380-9000 

CEO:  I  Willard  Marriott  Jr 

Food,  drink  &.  tobacco-food  distributors 
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Appraisal 

stSt^nd 
T  Of  Time. 


^• 


^ 


When  you  need  a  professional  appraisal  of 
unequalejd  competence,  look  to  an  appraiser  who 
holds  th^  MAI  or  RM  designation. 

Built  on  a  solid  foundation  of  experience  and 
expertise,  the  Appraisal  Institute  stands  alone  at 
the  top.  For  58  years,  in  even  the  most  unsettling 
conditions,  the  Appraisal  Institute  has  remained 
the  nation's  most  respected  appraisal  association. 

With  all  the  changes  in  today's  appraisal 
industry,  it  is  vital  to  choose  an  appraiser  who  is 
knowledgeable  as  well  as  experienced.  Choose 
an  MAI  or  RM.  MAIs  are  experts  in  all  areas  of 
real  estate  appraisal.  RMs  are  skilled  specialists 
in  residential  property.  Both  MAIs  and  RMs  are 
recognized  as  the  elite  of  the  nation's  appraisers. 

1990  The  Appraisal  Institute 


lb  determine  the  true  value  of  your  property 
with  long-range  perspective  and  opportunities 
that  may  not  be  clear  to  less  qualified  appraisers, 
hire  an  MAI  or  RM.  Check  the  Yellow  Pages  for 
the  MAIs  or  RMs  in  your  area. 


The  recognized  authority 


AMERICAN  INSTITUTE  OF 
REAL  ESTATE  APPRAISERS 

of  the  NATIONAL  ASSOCIATION  OF  REALTORS" 
430  N.  Michigan  Ave,  Chicago,  IL  60611-4088  (312)  329-8559 


Where  to  find  The  Forljes  500s 

Marsh  &  McLennan  Cos 
1221  Avenue  of  the  Americas 
New  York,  NY  10020 
212-997-2000 

CEO:  Frank  J  Tasco 
Insurance-diversified 

MCA 

100  Universal  City  Plaza 

Universal  City,  CA  91608 

818-777-1000 

CEO:  Lew  R  Wasserman 
Entertainment  &  information-movies 

Mellon  Bank 
Mellon  Bank  Center 
Pittsburgh,  PA  15258-0001 
412-234-5000 

CEO:  Frank  V  Cahouet 
Financial  services-regional  banks 

Marshall  &  Ilsley 
770  North  Water  Street 
Milwaukee,  WI  53202 
414-765-7801 

CEO:  John  A  Puelicher 
Financial  services-regional  banks 

McCaw  Cellular  Communications 

PO  Box  97060 

Kirkland,  WA  98083-9760 

206-827-4500 

CEO:  Craig  O  McCaw 

Computers  &.  communications-telecommun 

<^  Melville 
One  Theall  Road 
Rye,  NY  10580 
914-925-4000 

CEO:  Stanley  P  Goldstein 
Retailing-apparel 

Martin  Marietta 
6801  Rockledge  Drive 
Bethesda,  MD  20817 
301-897-6000 

CEO:  Norman  R  Augustine 
Aerospace  &  defense 

McCormick  &  Co 
11350  McCormick  Road 
Hunt  Valley,  MD  21031-1066 
301-771-7301 

CEO:  Charles  P  McCormick  Jr 

Food,  drink  &.  tobacco-food  processors 

Mercantile  Bancorporation 

PO  Box  524 

St  Louis,  MO  63166 

314-425-2525 

CEO:  Thomas  H  Jacobsen 
Financial  services-regional  banks 

Masco 

21001  Van  Bom  Road 

Taylor,  MI  48180 

313-274-7400 

CEO:  Richard  A  Manoogian 
Materials-other 

McDonald's 
McDonald's  Plaza 
Oak  Brook,  IL  60521 
708-575-3000 

CEO:  Michael  R  Quinlan 
Retailing-supermarkets  &  convenience 

Mercantile  Bankshares 
PO  Box  1477 
Baltimore,  MD  21203 
301-237-5900 

CEO:  H  Furlong  Baldwm 
Financial  services-regional  banks 

Masco  Industries 
21001  Van  Bom  Road 
Taylor,  MI  48180 
313-274-7405 

CEO:  Richard  A  Manoogian 
Consumer  durables-automotive  parts 

McDonnell  Douglas 

PO  Box  516 

St  Louis,  MO  63166-0516 

314-232-0232 

CEO:  John  F  McDonnell 
Aerospace  &  defense 

Mercantile  Stores 
128  West  31st  Street 
New  York,  NY  10001 
212-560-0500 

CEO:  David  R  Huhn 
Retailing-department  stores 

Mattel 

5150  Rosecrans  Avenue 

Hawthorne,  CA  90250-6692 

213-978-5150 

CEO:  John  W  Amerman 

Consumer  nondurables-photography  &.  toys 

McGraw-Hill 

1221  Avenue  of  the  Americas 

New  York,  NY  10020 

212-512-2000 

CEO:  Joseph  I<  Dionne 

Entertainment  &.  information-publishing 

Merchants  National 
One  Merchants  Plaza 
Indianapolis,  IN  46255 
317-267-7000 

CEO:  Otto  N  Frenzel  lU 
Financial  services-regional  banks 

Maxxam 

10880  Wilshire  Boulevard 

Los  Angeles,  CA  90024 

213-474-6264 

CEO:  Charles  E  Hurwitz 
Materials-nonferrous  metals 

MCI  Communications 
1133  19th  Street  NW 
Washington,  DC  20036 
202-872-1600 

CEO:  Wilham  G  McGowan 

Computers  &.  communications-telecommun 

Merck 

PO  Box  2000 

Rahway,  N|  07065-0909 

201-594-4000 

CEO:  P  Roy  Vagelos 
Health-dmgs 

May  Department  Stores 
611  Olive  Street 
St  Louis,  MO  63101 
314-342-6300 

CEO:  David  C  Farrell 
Retailing-department  stores 

McKesson 

One  Post  Street 

San  Francisco,  CA  94104 

415-983-8300 

CEO:  Alan  Seelenfreund 
Health-drugs 

Meridian  Bancorp 
POBox  1102 
Reading,  PA  19603 
215-320-2000 

CEO:  Samuel  A  McCullough 
Financial  services-regional  banks 

Maytag 

403  West  Fourth  Street  North 

Newton,  L\  50208 

515-792-8000 

CEO:  Daniel  J  Krumm 
Consumer  durables-appliances 

Mead 

Courthouse  Plaza  Northeast 

Dayton,  OH  45463 

513-222-6323 

CEO:  Bumell  R  Roberts 
Forest  products-paper  &.  lumber 

Meritor  Savings  Bank 
1212  Market  Street 
Philadelphia,  PA  19107-4076 
215-636-6000 

CEO:  Roger  S  Hi  Has 

Financial  services-thrift  institutions 

MBLA 

113  King  Street 

Armonk,  NY  10504 

914-273-4545 

CEO:  William  O  Bailey 
Financial  services-lease  &  finance 

Medtronic 

7000  Central  Avenue  NE 

Minneapolis,  MN  55432-3576 

612-574-4000 

CEO:  Wmscon  R  WaUin 
Health-medical  supphes 

Merrill  Lynch 

World  Financial  Center 

New  York,  NY  10281-1332 

212-449-1000 

CEO:  William  A  Schreyer 

Financial  services-brokerage  &  commodity 
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"Genius  begins  great  works, 
labor  alone  finishes  it." 


JosephJoubert 


The  genius  behind  the  success 
o{  National  Geographic  is  the 
simple  fact  that  behind  the 

familiar  yellow  borders  there  are  no 
geographic  boundaries  too  remote  and 
no  quahty  standards  too  high.  And  the 
labor  force  responsible  for  the  quality 
and  distribution  of  the  finished  product 
is  located  in  Mississippi. 

In  1977,  when  National  Geographic 
decided  to  upgrade  its  printing  pro- 
cess, it  moved  to  a  printing  company  in 
Corinth,  Mississippi,  now  Ringier 
America,  a  Swiss-based  firm.  This  move 
was  described  to  Society  members  by 
Editor  Gilbert  M.  Grosvenor  as  "the 
biggest  technical  changeover  in  the 
history  of  your  magazine." 

Why  did  National  Geographic 
decide  to  make  its  "biggest  technical 
changeover  in  history"  in  the  state 
of  Mississippi? 

"We're  geographers  and  we  looked 
at  Mississippi  for  its  geography-its  human  geography  and  its  physical 
geography;'  says  Grosvenor,  now  President  and  Chairman  of  National 
Geographic  Society  "The  reasons  we  chose  Mississippi  are  very  simple: 
People,  work  ethic  and  location.  It  was  clear  to  us  that  the  people  of  Mississippi 
wanted  our  business." 

The  quality  of  our  work  force  was  critical  to  the  decision  to  print  National 
Geographic  jx\  Mississippi.  "Quality  is  absolutely  THE  essential  ingredient  of 
our  product,"  says  Grosvenor.  "We  have  to  have  the  highest  printing  quality 
available.  We  were  assured  that  the  local  work  force  could  be  trained  to  produce 
printing  that  was  up  to  our  high  standards.  And  they  have  succeeded.  It's  die 
work  ethic  of  the  people-the  desire  to  do  a  good  job.  We  have  a  wonderful 


relationship  with  the  people  diere." 

As  for  the  physical  geography, 
Grosvenor  calls  Mississippi  "the  ideal 
location.  We  print  approximately  11 
million  copies  of  National  Geographic 
every  month  for  mailing  to  virtually 
every  counoy  on  the  globe,  so  we  have 
to  have  a  good  distribution  network.  We 
utilize  rail,  good  roads,  trucking,  air 
transportation  and  have  access  to  a 
seaport.  Clearly,  Mississippi  has  geo- 
graphical attributes  that  are  not  only 
essential  to  us  but  necessary  to  other 
successful  industries  as  well." 

Take  Ingalls  Shipbuilding  division 
of  Litton,  for  example,  where  access  to 
deep  waters,  such  as  the  Gulf  of  Mexico, 
is  absolutely  essential.  Considered  the 
nation's  premier  designer  and  builder  of 
sophisticated  cruisers,  destroyers  and 
amphibious  assault  ships  for  the  U.S. 
Navy,  Ingalls  employs  11,000  highly 
skilled  people  on  an  800-acre  facility  in 
Pascagoula.  Another  world-class  Mississippi  company  is  Peavey  Electronics, 
one  of  the  world's  top  music  equipment  manufacmrers  and  die  world's  largest 
seller  of  guitar  amplifiers.  Peavey  employs  over  1800  people  and  exports  to 
102  countries  from  their  headquarters  in  Meridian. 

You  can't  produce  world-class  products  like  these  without  a  work  force 
dedicated  to  quality.  And  when  it  comes  to  quality,  Grosvenor  sums  it  up: 
"We're  absolutely  ecstatic  about  the  quality  of  worK  coming  out  of  Mississippi," 
If  you'd  hkemore  information  on  The  State  of  Change,  call  or  MTite 
Governor  Ray  Mabus  or  J.  Mac  Holladay,  Director;  Mississippi  Department  of 
Economic  and  Community  Development;  R  0.  Box  849;  Jackson,  Mississippi 
39205;  (601)  359-3449. 


TheSlateofChange 


Where  to  find  The  Forces  500s 

Metro  Mobile  CTS 
110  East  59th  Street 
New  York,  NY  10022 
212-605-0800 

CEO:  George  L  Lindemann 

Computers  &.  communications-telecommun 

Molex 

2222  Wellington  Court 

Lisle,  IL  60532-1682 

312-969-4550 

CEO:  Frederick  A  Krehbiel 

Computers  &  communications-hardware 

Murphy  Oil 

200  Peach  Street 

El  Dorado,  AR  71730 

501-862-6411 

CEO:  Jack  W  McNutt 
Energy-other  oil  &  gas 

Fred  Meyer 
PO  Box  42121 
Portland,  OR  97242-0121 
503-232-8844 

CEO:  Frederick  M  Stevens 
Retailing-drug  &.  discount 

Monarch  Capital 
One  Monarch  Place 
Springfield,  MA  01144 
413-781-3000 

CEO:  Gordon  N  Oakes  Jr 
Insurance-life  &  health 

'Nalco  Chemical 
One  Nalco  Center 
Naperville,  IL  60563-1198 
708-305-1000 
CEO:  Worley  H  Clark  Jr 
Chemicals-specialized 

Michigan  National 

PO  Box  9065 

Farmington  Hills,  MI  48333-9065 

313-473-3000 

CEO:  Robert  J  Mylod 

Financial  services-regional  banks 

Monsanto 

800  North  Lindbergh  Boulevard 

St  Louis,  MO  63167 

314-694-1000 

CEO:  Richard  J  Mahoney 
Chemicals-diversified 

Nash  Finch 

3381  Gorham  Avenue 

St  Louis  Park,  MN  55426 

612-929-0371 

CEO:  Harold  B  Fmch  Jr 

Food,  drink  &  tobacco-food  distributors 

Micron  Technology 
2805  East  Columbia  Road 
Boise,  ID  83706 
208-383-4000 

CEO:  Joseph  L  Parkinson 

Computers  &.  communications-hardware 

Montana  Power 
40  East  Broadway 
Butte,  MT  59701 
406-723-5421 

CEO:  W  Paul  Schmechel 
Electric  utilities-western 

National  City 

1900  East  Ninth  Street 

Cleveland,  OH  44114-3484 

216-575-2000 

CEO:  Edward  B  Brandon 
Financial  services-regional  banks 

Microsoft 

One  Microsoft  Way 

Redmond,  WA  98052-6399 

206-882-8080 

CEO:  William  H  Gates  ffl 

Computers  &  communications-software 

JP  Morgan  &  Co 
60  Wall  Street 
New  York,  NY  10260 
212-483-2323 

CEO:  Dermis  Weatherstone 
Financial  services-multinational  banks 

National  Community  Banks 
113  West  Essex  Street 
Maywood,  N|  07607 
201-845-1000 

CEO:  Robert  M  Kossick 
Financial  services-regional  banks 

Midlantic 
PO  Box  600 
Edison,  NJ  08818 
201-321-8000 

CEO:  Robert  Van  Buren 
Financial  services-regional  banks 

Morgan  Stanley  Group 
1251  Avenue  of  the  Americas 
New  York,  NY  10020 
212-703-4000 

CEO:  S  Parker  Gilbert 

Financial  services-brokerage  &  commodity 

National  Intergroup 
20  Stanwix  Street 
Pittsburgh,  PA  15222 
412-394-4100 

CEO:  Howard  M  Love 
Health-drugs 

Minnesota  Mining  &  Manufacturing 

3M  Center 

St  Paul,  MN  55144-1000 

612-733-1110 

CEO:  Allen  F  Jacobson 
Business-supplies 

Morrison  Knudsen 
PO  Box  73 
Boise,  ID  83707 
208-386-8000 

CEO:  William  M  Agee 
Construction-commercial  builders 

National  Medical  Enterprises 

PO  Box  4070 

Santa  Monica,  CA  90404 

213-315-8000 

CEO:  Richard  K  Eamer 
Health-health  care  services 

Minnesota  Power  &  Light 

30  West  Superior  Street 

Duluth,  MN  55802 

218-722-2641 

CEO:  Arend  J  Sandbulte 

Electric  utilities-north  central 

Morton  International 
110  North  Wacker  Drive 
Chicago,  IL  60606-1560 
312-807-2000 

CEO:  Charles  S  Locke 
Chemicals-specialized 

National  Semiconductor 

PO  Box  58090 

Santa  Clara,  CA  95052-8090 

408-721-5000 

CEO:  Charles  E  Sporck 

Computers  &  communications-hardware 

MNC  Financial 
PO  Box  987 
Baltimore,  MD  21203 
301-244-5000 

CEO:  Alan  P  Hoblitzell  Jr 
Financial  services-regional  banks 

Motorola 

1303  East  Algonquin  Road 

Schaumburg,  IL  60196 

708-576-5000 

CEO:  George  M  C  Fisher     ' 
Computers  &.  communications-hardware 

National  Service  Industries 
1420  Peachtree  Street  NE 
Atlanta,  GA  30309 
404-853-1000 

CEO:  Sidney  Kirschner 

Capital  goods-electrical  equipment 

Mobil 

150  East  42nd  Street 

New  York,  NY  10017-5666 

212-883-4242 

CEO:  Allen  E  Murray 

Energy-international  oil 

Multibank  Finar^ciiil 
100  Rustcraft  Road 
Dedham,  MA  02026 
617-461-1820 

CEO:  David  B  Lyn^h 
Financial  services-region.' 

Navistar  International 
401  North  Michigan  Avenue 
Chicago,  IL  60611 
312-836-2000 

CEO:  James  C  Cotting 

Consumer  durables  automobiles  &  trucks 
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We're  makins  sure  the  greatest  car  makers 
in  the  worladon't  lose  meir  good  names. 


To  a  car  maker  and  car  owner,  the  nameplate  on  an 
automobile  is  a  statement  of  quality  and  pride.  Thanks  to 
Very  High  Bond  tape  from  3M,  nameplates,  as  well  as  side 
moldings^'  weather  stripping  and  roof  racks  are  staying  on 
longer.  By  replacing  nuts  and  bolts,  this  revolutionary  tape 
reduces  annoying  rattles.  And,  since  it  won't  rust  or  weaken 
with  age,  it  helps  cars  retain  their  value  and  good  looks  longer. 

But,  Very  High  Bond  tape  is  just  one  example  of  3M 
innovative  thinking.  We  also  invented  Scotchgard™  fabric 


®  3MI990 


protector,  a  stain  repellent  used  by  car  makers  to  keep  interiors 
looking  new  longer.  Our  Fluoreffluoroelastomer  parts  are 
used  in  car  engines  to  help  them  withstand  searing  heat  better 
than  traditional  rubber  parts.  And,  as  the  inventor  of  videotape, 
our  Scotch™  videocassettes  fit  every  recording  need. 

3M  is  constantly  solving  problems  with  breakthrough 
ideas  for  home,  office,  industry  and  health  care.  So  that 
every  day,  in  135  countries  around  the  world,  people 
benefit  from  3M  products  and  services. 

Innovation  woridng  for  yotf 


Where  to  find  The  Forbes  500s 

NBD  Bancorp 

611  Woodward  Avenue 

Detroit,  MI  48226 

313-225-1000 

CEO:  Charles  T  Fisher  HI 
Financial  services-regional  banks 

NIKE 

3900  SW  Murray  Boulevard 

Beaverton,  OR  97005 

503-641-6453 

CEO:  Philip  H  Knight 

Consumer  nondurables-apparel  &.  shoes 

Norton 

120  Front  Street 

Worcester,  MA  01608-1446 

508-795-5000 

CEO:  John  M  Nelson 

Capital  goods-heavy  equipment 

NCNB 

One  NCNB  Plaza 

Charlotte,  NC  28255 

704-374-5000 

CEO:  Hugh  L  McColl  Jr 
Financial  services-regional  banks 

Nipsco  Industries 
5265  Hohman  Avenue 
Hammond,  IN  46320 
219-853-5200 

CEO:  Edmund  A  Schroer 
Electric  utilities-north  central 

Norwest 
Norwest  Center 
Minneapolis,  MN  55479-1016 
612-667-1234 

CEO:  Lloyd  P  Johnson 
Financial  services-regional  banks 

NCR 

1700  South  Patterson  Boulevard 

Davton,  OH  45479 

513-445-5000 

CEO:  Charles  E  Exley  Jr 

Computers  &  communications-hardware 

Nordstrom 

1501  Fifth  Avenue 

Seattle,  WA  98101-1603 

206-628-2111 

CEO:  Bruce  A  Nordstrom 
Retailing-apparel 

Novell 

122  East  1700  South 

Provo,  UT  84606 

801-379-5900 

CEO:  Raymond  J  Noorda 

Computers  &.  communications-software 

New  England  Electric  System 
25  Research  Drive 
Westborough,  MA  01582 
508-366-9011 

CEO:  John  W  Rowe 
Electric  utilities-northeast 

Norfolk  Southern 
Three  Commercial  Place 
Norfolk,  VA  23510-2191 
804-629-2600 

CEO:  Arnold  B  McKinnon 
Transport-railroads 

Nucor 

4425  Randolph  Road 

Charlotte,  NC  28211 

704-366-7000 

CEO:  F  Kenneth  Iverson 
Materials-steel 

New  York  State  Electric  &  Gas 
PO  Box  287 
Ithaca,  NY  14851 
607-347-4131 

CEO:  James  A  Carrigg 
Electric  utilities-northeast 

Northeast  Bancorp 
PO  Box  900 
Shelton,  CT  06484 
203-929-5552 

CEO:  Frank  J  Kugler  Jr 
Financial  services-regional  banks 

NWNL 

20  Washington  Avenue  South 

Minneapolis,  MN  55401 

612-372-5432 

CEO:  John  E  Pearson 

Insurance-life  &.  health 

New  York  Times 
229  West  43rd  Street 
New  York,  NY  10036 
212-556-1234 

CEO:  Arthur  Ochs  Sulzberger 
Entertainment  &.  information-publishing 

Northeast  Savings  FA 
50  State  House  Square 
Hartford,  CT  06103 
203-280-1000 

CEO:  George  P  Rutland 

Financial  services-thrift  institutions 

Nynex 

335  Madison  Avenue 

New  York,  NY  10017 

212-370-7400 

CEO:  William  C  Ferguson 

Computers  &  commimications-telecommim 

Newell  Co 

29  East  Stephenson  Street 

Freeport,  IL  61032 

815-235-4171 

CEO:  Daniel  C  Ferguson 

Consumer  durables-home  furnishings 

Northeast  Utilities 
PO  Box  270 

Hartford,  CT  06141-0270 
203-665-5000 

CEO:  William  B  Ellis 
Electric  utilities-northeast 

Occidental  Petroleum 
10889  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
213-208-8800 

CEO:  Armand  Hammer 
Energy-international  oil 

Newmont  Mining 
1700  Lincoln  Street 
Denver,  CO  80203 
303-863-7414 

CEO:  Gordon  R  Parker 
Materials-nonferrous  metals 

Northern  States  Power 
414  Nicollet  Mall 
Minneapolis,  MN  55401 
612-330-5500 

CEO:  James  J  Howard 
Electric  utilities-north  central 

Ogden 

Two  Pennsylvania  Plaza 

New  York,  NY  10121 

212-754-4000 

CEO:  Ralph  E  Ablon 
Business-industrial  services 

Niagara  Mohawk  Power 
300  Erie  Boulevard  West 
Syracuse,  NY  13202 
315-474-1511 

CEO:  WUUam  J  Donlon 
Electric  utilities-northeast 

Northern  Trust 

50  South  LaSalle  Street 

Chicago,  IL  60675 

312-630-6000 

CEO:  David  W  Fox 

Financial  services-regional  banks 

Ohio  Casualty 

136  North  Third  Street 

Hamilton,  OH  45025 

513-867-3000 

CEO:  Joseph  L  Marcum 
Insurance-property  &  casualty 

Nicor 

PO  Box  3014 

Naperville,  IL  60566-7014 

708-305-9500 

CEO:  Richard  G  CUne 
Energy-gas  distributors 

Northrop 

1840  Century  Park  East 

Los  Angeles,  CA  90067-2199 

213-553-6262 

CEO:  Kent  Kresa 
Aerospace  &.  defense 

Ohio  Edison 

76  South  Main  Street 

Akron,  OH  44308 

216-384-5100 

CEO:  Justin  T  Rogers  Jr 
Electric  utilities  north  central 
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landy 
Business 
Systems 

By  the 
numbers. 


■ur...  .,.LK.r., ....  It's  no  game.  You  can  play  with 

riiiiiaiMUUWIMMtaiiiriiUMiiiwttiiU^MiMi  figures  all  day  long.  But  to  give 

'"■■ " •  ' "                           "-■"■  •"'"""•  ""■  your  company  the  winning 

'mmkmm^mmm^m^i^mi^mii^^^m^^  ^^ge,  you  need  control. 

.c.,v..L.  .UHM..,  i^^ ..„. .s.  . .. ..?_,  Advanced  accounting  software 

.-««_««•  on  386  -based  Tandy  computers 

::;:Tr!ri:!n^!!!!!p^i:S^-'q^  gives  you  that  control.  To 

„~~3™j.~!3'Z"l"Z;^""~''""'    ""  integrate  transactions,  assets 

^00.00  100%  (n 

...:v)7»7      TJI^^i         iVuaTn  and  inventory.  To  process  the 

. ;  i--j3s-ire6? — — ~ — " 

;;j/^o,t^^^».;cc! — mj«.„^^     _„.jo  numbcrs  that  give  you  the  big 

U0O-7HA-IISCP 

■"^irr,;; i:i3rjr    "..  •"'  ;;r^'  picture.  Control  that  leads  you 

.1J-457-JUI ' 

.J;"S:j5 'j;';  to  the  only  number  that  really 

iiv^ — tJ;;  matters— the  one  on  the 

:...».,».  "■°"" *:* "L  bottom  hne. 

j»»lv«   Artltilr.  20*. 00  ■"      '■'  ■'>'' 

iir^-ITM  1 .000,00  'IV 

"'""°^  ,..„,.„  ,.....,  And  you  can  count  on  US.  Not 

lev,  duttth 30, mo. 00 

,^^^^  only  does  Tandy  produce  the 

^^^1  broadest  line  of  PC  compatibles 

j        ^^^^^     --^jPP  made  in  America,  but  we  also 

li^ '        ^^^^BjV^  provide  the  best  support 

r  /  L^-^     '■rr^  /         m^^^^^  services  available  in  the 

mdustry. 

Add  it  up.  Tandy  business 

systems  give  your  company  the 

numerical  advantage  you  need 

to  win.  Because  we  know 

you're  playing  for  real. 

Tandy  Computers:  Because 

there  is  no  better  value/" 


Radio  /haeK 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


386/TM  licensed  from  Intel  Corp. 


Where  to  find  The  Eof bes  500s 

Oklahoma  Gas  &  Electric 

PO  Box  321 

Oklahoma  City,  OK  73101-0321 

405-272-3000 

CEO:  James  G  Harlow  Jr 
Electric  utilities-south  central 

Pacific  Gas  &  Electric 

77  Beale  Street 

San  Francisco,  CA  94106 

415-972-7000 

CEO:  Richard  A  Clarke 
Electric  utihties-westem 

Penn  Traffic 

319-347  Washington  Street 

Johnstown,  PA  15901 

814-536-9900 

CEO:  Claude  Incaudo 
Retailing-supermarkets  &.  convenience 

Old  Kent  Financial 
One  Vandenberg  Center 
Grand  Rapids,  Ml  49503 
616-771-5000 

CEO:  John  C  Canepa 

Financial  services-regional  banks 

Pacific  Telesis  Group 
130  Keamy  Street 
San  Francisco,  CA  94108 
415-394-3000 

CEO:  Sam  L  Ginn 

Computers  &  communications-telecommim 

)C  Penney 
PO  Box  659000 
Dallas,  TX  75265-9000 
214-591-1000 

CEO:  Wilham  R  Howell 
Retaihng-department  stores 

Old  Republic  International 
307  North  Michigan  Avenue 
Chicago,  IL  60601 
312-346-8100 

CEO:  William  R  Stover 
Insurance-diversified 

PacifiCorp 

700  NE  Multnomah  Street 

Portland,  OR  97232-4116 

503-731-2000 

CEO:  Al  M  Gleason 
Electric  utihties-westem 

Peimsylvania  Power  &  Light 
Two  North  Ninth  Street 
Allentown,  PA  18101-1179 
215-770-5151 

CEO:  Robert  K  Campbell 
Electric  utiliries-northeast 

Old  Stone 

150  South  Main  Street 

Providence,  RI  02903 

401-278-2000 

CEO:  Theodore  W  Barnes 
Financial  services- thrift  institutions 

PaineWebber  Group 

1285  Avenue  of  the  Americas 

New  York,  NY  10019 

212-713-2000 

CEO:  Donald  B  Marron 

Financial  services-brokerage  &  commodity 

Pennzoil 

PO  Box  2967 

Houston,  TX  77252-8200 

713-546-4000 

CEO:  James  L  Pate 
Energy-other  oil  &  gas 

Olin 

PO  Box  1355 

Stamford,  CT  06904-1355 

203-356-2000 

CEO:  John  W  Johnstone  Jr 
Chemicals-diversified 

Pall 

30  Sea  Cliff  Avenue 

Glen  Cove,  NY  11542 

516-671-4000 

CEO:  Maurice  G  Hardy 
Chemicals-specialized 

People's  Bank 
850  Main  Street 
Bridgeport,  CT  06604 
203-338-7433 

CEO:  David  E  A  Carson 

Financial  services- thrift  institutions 

Oracle  Systems 
500  Oracle  Parkway 
Redwood  City,  CA  94065 
415-598-8000 

CEO;  Lawrence  J  ElUson 

Computers  &.  communications-software 

Pan  Am 

200  Park  Avenue 

New  York,  NY  10166 

212-880-1234 

CEO:  Thomas  G  Plaskett 
Travel-airlines 

Peoples  Energy 

122  South  Michigan  Avenue 

Chicago,  IL  60603-9942 

312-431-4000 

CEO:  Eugene  A  Tracy 
Energy-gas  distributors 

Oryx  Energy  (fonnetly  Sun  Explotaton  &  Pioduction) 
5656  Blackwell  Street 
Dallas,  TX  75231-6428 
214-890-6000 

CEO:  Robert  P  Hauptfuhrer 
Energy-other  oil  &.  gas 

Panhandle  Eastern 
PO  Box  1642 
Houston,  TX  77251-1642 
713-627-5400 

CEO:  Philip  J  Burguieres 
Energy-gas  producers  &  pipeliners 

PepsiCo 

700  Anderson  Hill  Road 

Purchase,  NY  10577 

914-253-2000 

CEO:  D  Wayne  Calloway 
Food,  drink  &  tobacco- beverages 

Owens-Coming  Fiberglas 
Fiberglas  Tower 
Toledo,  OH  43659 
419-248-8000 

CEO:  WilUam  W  Boeschenstein 
Materials-other 

Paramount  Communications  (Gulf  &  Western) 
15  Columbus  Circle 
New  York,  NY  10023-7780 
212-373-8000 

CEO:  Martin  S  Davis 
Entertainment  &.  information-movies 

Perkin-Elmer 
761  Main  Avenue 
Norwalk,  CT  06859-0001 
203-762-1000 

CEO:  Horace  G  McDonell 

Computers  &  communications-hardware 

Paccar 

PO  Box  1518 

Bellevue,  WA  98009 

206-455-7400 

CEO:  Charles  M  Pigott 

Consumer  durables-automobiles  &  trucks 

Parker  Hannifin 
17325  Euclid  Avenue 
Cleveland,  OH  44112-1290 
216-531-3000 

CEO:  Paul  G  Schloemer 
Capital  goods-heavy  equipment 

Perpetual  Financial 
1951  Kidwell  Drive 
Vienna,  VA  22182 
703-760-4800 

CEO:  Thomas  J  Owen 

Financial  services-thrift  institutions 

Pacific  Enterprises 
801  South  Grand  Avenue 
Los  Angeles,  CA  90017 
213-895-5000 

CEO:  James  R  Ukropina 
Energy-integrated  gas 

Penn  Central 
One  East  Fourth  Street 
Cincirmati,  OH  45202 
513-S79  6600 

CEO   '  nr)  ?!  Lir^dner 

Compurci          nmrnunications-hardwarc 

Petrie  Stores 

70  Enterprise  Avenue 

Secaucus,  N)  07094 

201-866-3600 

CEO:  Milton  J  Petric 
Retailing-apparcl 
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SANTA    FE 


USA 


Powering  profits  with  increased  reserves! 


Supplying  energy  for  America  is  a  giant  job.  As  a 
major  independent  producer,  Santa  Fe  Energy 
Resources  is  at  the  forefront  of  the  effort. 

In  the  past  10  years,  our  proved  oil  and  gas 
reserves  have  increased  by  53%,  and  now  total  251 
million  oil  equivalent  barrels.  This  replacement  rate 
far  exceeds  the  domestic  industry  average— a  result 
of  enhanced  recovery  activities,  successful  explora- 
tion and  development,  plus  aggressive  acquisitions. 

While  our  reserves  have  grown,  we  have  also 

The  five  com  frames  of  Santa  Fe  Pacific  Corjporation 

•  SANTA  FE  PACIFIC  REALTY  owns  219  buildings 

with  over  1 1  million  square  feet  of  space. 

•  SANTA  FE  PACIFIC  MINERALS  controls  miUions 
of  acres  of  mineral  rights  for  precious  metals,  coal 
and  industrial  minerals 

•  SANTA  FE  ENERGY  RESOURCES  is  one  of  the  top 
ten  U.  S.  independent  producers  of  both  oil  and  gas,  and 
is  the  .second  largest  in  oil  reserves. 


produced  a  record  218  million  barrels  in  that  same 
10  year  period  from  wells  in  14  states,  offshore 
California,  and  in  the  Gulf  of  Mexico. 

Looking  ahead,  our  potential  reserves  are 
25%  greater  than  proved  reserves.  We  also  own 
or  control  nearly  10  million  acres  of  oil  and  gas 
mineral  rights,  which  we  will  explore  ourselves  or 
with  third  party  participation. 

Santa  Fe  USA.  Energy  assets  for  our  investors— 
and  for  our  country. 


•  SANTA  FE  PACIFIC  PIPELINES  is  the  largest 
independent  refined  petroleum  products  pipeline 
company  in  the  U.S. 

•  SANTA  FE  RAILWAY  hauled  more  than  1 .5  mil- 
lion cars  of  freight  last  year  over  1 1,000  miles  of 
track  between  Chicago  and  LA.  and  south  to  the 
Gulf  of  Mexico. 


-TP 


For  the  laust  Quarterly  Report,  Annual  Report 
or  the  special  Minerals  Company  Report,  write: 
William  F.  Todd,  Director  of  Investor  Relations. 
(HZ)  786-64ZZ 


coapoaATiarsi 


224  South  Michigan  Avenue    Chicago,  Illinois  60604-2401 
®  1990  Santa  Fe  Pacific  Corp. 


Where  to  find  The  Forbes  500s 

Pfizer 

235  East  42nd  Street 

New  York,  NY  10017 

212-573-2323 

CEO:  Edmund  T  Pratt  Jr 
Health-drugs 

Pittston 

PO  Box  8900 

Greenwich,  CT  06836-8900 

203-622-0900 

CEO:  Paul  W  Douglas 
Travel-airlines 
Energy-coal  &  other 

Primerica 

65  East  55th  Street 

New  York,  NY  10022 

212-891-8900 

CEO:  Sanford  I  Weill 

Financial  services-lease  &.  finance 

Phelps  Dodge 

2600  North  Central  Avenue 

Phoenix,  AZ  85004-3014 

602-234-8100 

CEO:  Douglas  C  Yearley 
Materials-nonferrous  metals 

PNC  Financial 
Pittsburgh,  PA  15265 
412-762-2666 

CEO:  Thomas  H  O'Brien 
Financial  services-regional  banks 

iProcter  &  Gamble 

One  Procter  &  Gamble  Plaza 

Cincinnati,  OH  45202 

513-983-1100 

CEO:  Edwin  L  Artzt 

Consumer  nondurables-personal  products 

PHH 

11333  McCormick  Road 

Hunt  Valley,  MD  21031 

301-771-3600 

CEO:  Robert  D  Kunisch 
Business-services 

Polaroid 

549  Technology  Square 

Cambridge,  MA  02139 

617-577-2000 

CEO:  I  MacAllister  Booth 

Consumer  nondurables-photography  &  toys 

Progressive 
PO  Box  5070 
Cleveland,  OH  44101 
216-464-8000 

CEO:  Peter  B  Lewis 
Insurance-property  &  casualty 

Philadelphia  Electric 
PO  Box  8699 
Philadelphia,  PA  19101 
215-841-4000 

CEO:  Joseph  F  Faquette  Jr 
Electric  utilities-northeast 

Potlatch 

PO  Box  3591 

San  Francisco,  CA  94119-3591 

415-576-8800 

CEO:  Richard  B  Madden 
Forest  products-paper  &  lumber 

Provident  Life  &  Accident 
One  Fountain  Square 
Chattanooga,  TN  37402 
615-755-1011 

CEO:  Winston  W  Walker 
Insurance-life  &  health 

Philip  Morris  Cos 
120  Park  Avenue 
New  York,  NY  10017 
212-880-5000 

CEO:  Hamish  Maxwell 
Food,  drink  &  tobacco-tobacco 

Potomac  Electric  Power 
1900  Petmsylvania  Avenue  NW 
Washington,  DC  20068 
202-872-2000 

CEO:  Edward  F  Mitchell 
Electric  utilities-northeast 

PSI  Holdings 

1000  East  Main  Street 

Plainfield,  IN  46168 

317-839-9611 

CEO:  James  E  Rogers  Jr 
Electric  utilities-north  central 

Phillips  Petroleum 
Phillips  Building 
Bartlesville,  OK  74004 
918-661-6600 

CEO:  C  J  Silas 
Energy-other  oil  &.  gas 

PPG  Industries 
One  PPG  Place 
Pittsburgh,  PA  15272 
412-434-3131 

CEO:  Vincent  A  Sami 

Consumer  durables-automotive  parts 

Public  Service  Co  of  Colorado 

PO  Box  840 

Denver,  CO  80201-0840 

303-571-7511 

CEO:  Del  win  D  Hock 
Electric  utilities-western 

PHM 

33  Bloomfield  Hills  Parkway 

BloomHeld  Hills,  MI  48013 

313-647-2750 

CEO:  James  Grosfeld 
Construction-residential  builders 

Premark  International 
1717  Deerfield  Road 
Deerfield,  IL  60015 
708-405-6000 

CEO:  Warren  L  Batts 

Consumer  durables-home  furnishings 

Public  Service  Co  of  New  Hampshire 
PO  Box  330 
Manchester,  NH  03105 
603-669-4000 

CEO:  John  C  Duffett 
Electric  utilities-northeast 

Pinnacle  West  Capital 
PO  Box  52132 
Phoenix,  AZ  85072-2132 
602-234-1142 

CEO:  Richard  Snell 
Electric  utilities-western 

Premier  Bancorp 

POBox  1511 

Baton  Rouge,  LA  70821 

504-389-4206 

CEO:  G  Lee  Griffin 

Financial  services-regional  banks 

Public  Service  Co  of  New  Mexico 
Alvarado  Square 
Albuquerque,  NM  87158 
505-848-2700 

CEO:  Jerry  D  Geist 
Electric  utilities-westera 

Pioneer  Hi-Bred  International 
400  Locust  Street 
Des  Moines,  LA  50309 
515-245-3500 

CEO:  Thomas  N  Urban 

Food,  drink  &.  tobacco-food  processors 

Premier  Industrial 
4500  Euclid  Avenue 
Cleveland,  OH  44103 
216-391-8300 

CEO:  Morton  L  Mandel 

Computers  &  communications-hardware 

Public  Service  Enterprise  Group 

POBox  1171 

Newark,  NJ  07101-1171 

201-430-7000 

CEO:  E  James  Ferland 
Electric  utilities-northeast 

Pitney  Bowes 
World  Headquarters 
Stamford,  CT  06926-0700 
203-356-5000 

CEO:  George  B  Harvey 
Business-supplies 

Price  Co 

PO  Box  85466 

San  Oiego,  CA  92138 

619-581-h'OO 

CEO:  Robert  E  Price 
Retailing  specialty 

Puget  Sound  Bancorp 
PO  Box  11500 
Tacoma,  W A  98411-5500 
206-593-3600 

CEO:  William  W  Philip 
Financial  services  regional  banks 
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Home  team.  Global  pitch. 


San  Francisco  since  1875.  New  York 
since  1880.  More  than  a  century's 
banking  experience  in  the  United  States 
has  given  thQ  HongkongBank  group  an 
imjx)rtant  edge  in  this  vital  market. 

Through  its  offices  in  San  Francisco,  New 
"Vbrk,  Chicago,  Seattle,  Portland,  Los 
Angeles  and  Houston,  HongkongBank 
brings  a  wealth  of  expertise  in  trade 


finance,  capital  markets  and  related 
services  to  US  middle  market  and 
corporate  customers  engaged  in 
international  trade. 

Marine  Midland  Bank,  the  group's  US 
subsidiary,  has  an  extensive  banking 
network  in  New  Y^rk  State,  offering  a 
wide  range  of  corporate  and  consumer 
financial  services. 

With  1,300  offices  in  50  countries,  all 
linked  by  its  Global  Data  Network,  the 
HongkongBank  group  is  truly  your 
international  business  partner. 

For  more  information  in  the  United  States, 
contact  the  nearest  HongkongBank  or 
Marine  Midland  office  or  telephone 
1-800-CALL  HKB. 

Long  experience  of  the  local  scene.  And 
global  knowledge.  That's  our  strength. 


HongkongBank 

The  Hongkong  and  Shanghai  Banking  Corporation  Limited 


Marine  Midland  Bank  •  Hang  Seng  Bank 

The  British  Bank  of  the  Middle  East  •  HongkongBank 

of  Australia  •  Hongkong  Bank  of  Canada 

Wardley  •  James  Capel  •  CM&M 
Equator  Bank 

Carlingford  and  GIbbs  Insurance  Groups 

Fast  decisions.  Worldwide. 

CONSOLIDATED  ASSETS  AT  30  JUNE  1989 
EXCEED  US$124  BILLION. 


Where  to  find  1  he  Forbes  500s 

Puget  Sound  Power  &  Light 
411  108th  Avenue  NE 
Bellevue,  WA  98004-5515 
206-454-6363 

CEO:  John  W  Ellis 
Electric  utilities-western 

Riggs  National 

1503  Pennsylvania  Avenue  NW 

Washington,  DC  20005 

202-835-6000 

CEO:  Joe  L  Allbritton 
Financial  services-regional  banks 

Russell 

PO  Box  272 

Alexander  City,  AL  35010 

205-329-4000 

CEO:  Dwight  L  Carhsle  Jr 

Consumer  nondurables-apparel  &.  shoes 

Quaker  Oats 
PO  Box  9001 
Chicago,  IL  60604-9001 
312-222-7111 

CEO:  William  D  Smithburg 

Food,  drink  &.  tobacco-food  processors 

Rite  Aid 
PO  Box  3165 
Harrisburg,  PA  17105 
717-761-2633 

CEO:  Alex  Grass 
Retailing-drug  &  discount 

Ryder  System 

3600  Northwest  82nd  Avenue 

Miami,  PL  33166 

305-593-3726 

CEO:  M  Anthony  Bums 
Transport-trucking  &  shipping 

Quantum  Chemical 
99  Park  Avenue 
New  York,  NY  10016 
212-949-5000 

CEO:  John  Hoyt  Stookey 
Chemicals-diversified 

Roadway  Services 

PO  Box  88 

Akron,  OH  44309-0088 

216-384-8184 

CEO:  Joseph  M  Clapp 
Transport-trucking  &.  shipping 

Ryland  Group 
PO  Box  4000 
Columbia,  MD  21044 
301-730-7222 

CEO:  Charies  E  Peck 
Construction-residential  builders 

Ralston  Purina 
Checkerboard  Square 
St  Louis,  MO  63164 
314-982-1000 

CEO:  William  P  Stiritz 

Food,  drink  &.  tobacco-food  processors 

Rochester  Community  Savings  Bank 
40  Franklin  Street 
Rochester,  NY  14604 
716-262-5800 

CEO:  Leonard  S  Simon 

Financial  services-thrift  institutions 

Safeco 
Safeco  Plaza 
Seattle,  WA  98185 
206-545-5000 

CEO:  Bruce  Maines 
Insurance-diversified 

Raytheon 

141  Spring  Street 

Lexington,  MA  02173 

617-862-6600 

CEO:  Thomas  L  Phillips 
Aerospace  &.  defense 

Rockwell  International 
2230  East  Imperial  Highway 
El  Segundo,  CA  90245 
213-647-5000 

CEO:  Donald  R  Beall 
Aerospace  &.  defense 

Safety-Kleen 

777  Big  Timber  Road 

Elgin,  IL  60123 

708-697-8460 

CEO:  Donald  W  Brinckman 
Business-industrial  services 

Readers  Digest  Association 
Pleasantville,  NY  10570 
914-238-1000 

CEO:  George  V  Grune 

Entertainment  &  information-publishing 

Rohm  &  Haas 
Independence  Mall  West 
Philadelphia,  PA  19105 
215-592-3000 

CEO:  J  Lawrence  Wilson 
Chemicals-diversified 

St  Joe  Paper 
PO  Box  1380 
Jacksonville,  FL  32201 
904-396-6600 

CEO:  Jacob  C  Belin 

Forest  products-paper  &.  lumber 

Reebok  International 
100  Technology  Drive 
Stoughton,  MA  02072 
617-341-5000 

CEO:  Paul  B  Fireman 

Consumer  nondurables-apparel  &.  shoes 

Rorer  Group 

500  Virginia  Drive 

Fort  Washington,  PA  19034 

215-628-6800 

CEO:  Robert  E  Cawthom 
Health-drugs 

St  Jude  Medical 
One  Lillehei  Plaza 
Saint  Paul,  MN  55117 
612-483-2000 

CEO:  Lawrence  A  Lehmkuhl 
Health-medical  supplies 

Reliance  Group  Holdings 
55  East  52nd  Street 
New  York,  NY  10055 
212-909-1100 

CEO:  Saul  P  Steinberg 
Insurance-diversified 

Rose's  Stores 
PO  Drawer  947 
Henderson,  NC  27536 
919-430-2600 

CEO:  Lucius  H  Harvin  ID 
Retailing-drug  &.  discount 

St  Paul  Bancorp 

6700  West  North  Avenue 

Chicago,  IL  60635 

312-622-5000 

CEO:  Joseph  C  Scully 

Financial  services-thrift  institutions 

Republic  New  York 
452  Fifth  Avenue 
New  York,  NY  10018 
212-525-6000 

CEO:  Walter  H  Weiner 
Financial  services-regional  banks 

Rouse 

10275  Little  Patuxent  Parkway 

Columbia,  MD  21044 

301-992-6000 

CEO:  Mathias  J  DeVito 
Construction-commercial  builders 

St  Paul  Cos 

385  Washington  Street 

St  Paul,  MN  55102 

612-221-7911 

CEO:  Douglas  W  Lcathcrdalc 
Insurance  property  &.  casualty 

Reynolds  Meuls 
PO  Box  27003 
Richmond,  VA  23261-7003 
804-281-2000 

CEO:  William  O  Bourke 
Materials-nonferrous  metals 

RuSbennaid 

114    Akron  Road 

Wooster,  OH  44691 

216-264-6464 

CEO:  Stanley  CGault 

Consumci  durables-home  furnishings 

Salomon 

One  New  York  Plaza 

New  York,  NY  10004 

212-747-7000 

CEO:  John  H  Gutfrcund 

Financial  services  brokerage  &  commodity 
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Ricoh  Eresents  Six  V%sTo 
Make  AGreat  Impression 


FAX105 
World's  First  Dual  Roll  Fax 


FAX09 
Big  Features  In  A  Small  Fax 


FAXIOOOL 
Affordable  Plain  Bond  Paper  Fax 


^^SfBKHS 


f'^  \ 


FT2260 
Big  Features  In  A  Srfiall  Copier 


'\ 


FT5570 

Advanced  Features 

In  A  Mid-Volume  Copier 


~     Making  a  great  impression 
is  good  for  your  business.  And  with  the  help 
of  RICOH  fax  and  copier  equipment,  making 
a  great  impression  is  easy  for  your  business. 

All  The  Fax  You'll  Ever  Need 

Ricoh  has  a  fax  for  every  situation.  And  no 
one  offers  more  fax  features*  than  Ricoh . 

Such  as  laser  printing  on  plain  bond  paper.  Auto-dial. 
*    "^     High  capacity  memory.  And  the  world's  first  dual 
paper  roll,  which  receives  full  size  documents 
as  large  as  ledger  sheets  without  shrinking 
^  the  image. 

Copying  Couldn't  Be  Easier 

Even  complex  copying  jobs  are  simple  with  RICOH  copiers. 

For  instance,  our  revolutionary  new  menu 

reader  has  taken  the  work  out  of  copying. 

Just  fill  out  the  Job  Sheet,  push  a  button, 
and  the  job  is  done.  Duplexing.  Sorting.  Stapling.  It's  all  done 
with  the  touch  of  a  single  button.  And  done  at  copying  speeds 
of  up  to  64  copies  per  minute.* 


,-dr: 


FT7770 

High  Volume  High  Performance  Copier 


^    Leave  A  Great  Impression 

_P^    Ricoh's  broad  line  of  fax  and  copier 

equipment  include  the  most  impressive  innovations  in 
T   the  industry  Which  is  why  if  you  want  to  make  a  great 
/    impression  in  business,  it's  good  to  do  ousiness  with 
/    RICOH  office  equipment.  To  find  the  Ricoh  dealer  or 
/    representative  nearest  your  business,  dial  1-800-63-RICOH. 

Where  Imagimtion  Becomes  Reality 


For  more  information,  write  to:  Ricoh  Corporation,  5  Dedrick  Place,  West  Caldwell,  NJ  07006.  Attn:  Office  Products  Division,  Box  20. 
*  Some  features  on  select  models  only  or  may  require  optional  equipment.  Please  consult  your  authorized  Ricoh  dealer  or  representative  for  detrils. 
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San  Diego  Gas  &  Electric 

PO  Box  1831 

San  Diego,  CA  92112 

619-696-2000 

CEO:  Thomas  A  Page 
Electric  utilities-western 

Seamen's 

30  Wall  Street 

New  York,  NY  10005 

212-428-4500 

CEO:  Robert  K  Utley  IE 

Financial  services-thrift  institutions 

Signet  Banking 
PO  Box  25970 
Richmond,  VA  23260 
804-747-2000 

CEO:  Robert  M  Freeman 
Financial  services-regional  banks 

Santa  Fe  Pacific 

224  South  Michigan  Avenue 

Chicago,  IL  60604-2401 

312-786-6000 

CEO:  Robert  D  Krebs 
Transport-railroads 

Sears,  Roebuck 
Sears  Tower 
Chicago,  IL  60684 
312-875-2500 

CEO:  Edward  A  Brerman 
Retailing-department  stores 
Insurance-diversified 

Smith's  Food  &  Drug  Centers 
1550  South  Redwood  Road 
Salt  Lake  City,  UT  84104 
801-974-1400 

CEO:  Jeffrey  P  Smith 
Retailing-supermarkets  &.  convenience 

Sara  Lee 

Three  First  National  Plaza 

Chicago,  IL  60602-4260 

312-726-2600 

CEO:  John  H  Bryan 

Food,  drink  &  tobacco-food  processors 

Security  Bancorp 
16333  Trenton  Road 
Southgate,  MI  48195 
313-281-5000 

CEO:  Andrew  R  Brodhun 
Financial  services-regional  banks 

Snap-on  Tools 
2801  80th  Street 
Kenosha,  WI  53141-1410 
414-656-5200 

CEO:  Marion  F  Gregory 

Consumer  durables-automotive  parts 

Scana 

1426  Main  Street 

Columbia,  SC  29201 

803-748-3000 

CEO:  Lawrence  M  Gressette  Jr 
Electric  utihties-southeast 

Security  Pacific 
333  South  Hope  Street 
Los  Angeles,  CA  90071 
213-345-6211 

CEO:  Robert  H  Smith 
Financial  services-regional  banks 

Society 

800  Superior  Avenue 

Cleveland,  OH  44114-2692 

216-689-3000 

CEO:  Robert  W  Gillespie 
Financial  services-regional  banks 

SCEcorp 
PO  Box  999 
Rosemead,  CA  91770 
818-302-1212 

CEO:  Howard  P  Allen 
Electric  utilities-western 

Sequa 

200  Park  Avenue 

New  York,  NY  10166 

212-986-5500 

CEO:  Norman  E  Alexander 
Aerospace  &  defense 

Society  for  Savings 
PO  Box  2200 
Hartford,  CT  06145-2200 
203-727-5000 

CEO:  Elliott  Miller 

Financial  services-thrift  institutions 

Schering-Plough 
One  Giralda  Farms 
Madison,  NJ  07940-1000 
201-822-7000 

CEO:  Robert  P  Luciano 
Health-drugs 

Service  Merchandise 
PO  Box  24600 
Nashville,  TN  37202-4600 
615-251-6666 

CEO:  Raymond  Zimmerman 
Retailing-specialty 

Sonat 

PO  Box  2563 

Birmingham,  AL  35202-2563 

205-325-3800 

CEO:  Ronald  L  Kuehn  Jr 

Energy -gas  producers  &.  pipehners 

Charles  Schwab 

101  Montgomery  Street 

San  Francisco,  CA  94104 

415-627-7000 

CEO:  Charles  R  Schwab 

Financial  services-brokerage  &  commodity 

SFFed  Corp 

88  Kearny  Street 

San  Francisco,  CA  94108 

415-955-5800 

CEO:  Patrick  H  Price 

Financial  services-thrift  institutions 

Sonoco  Products 

PO  Box  160 

Hartsville,  SC  29550-0160 

803-383-7000 

CEO:  Charles  W  Coker  Jr 
Forest  products-packaging 

Scott  Paper 
Scott  Plaza 

Philadelphia,  PA  19113 
215-522-5000 

CEO:  Philip  E  Lippincott 

Consumer  nondurables-personal  products 

Shawmut  National 
777  Main  Street 
Hartford,  CT  06115 
203-728-2000 

CEO:  Joel  B  AJvord 

Financial  services-regional  banks 

South  Carolina  National 
1426  Main  Street 
Columbia,  SC  29226-0001 
803-765-3000 

CEO:  James  G  Lindlcy 
Financial  services-regional  banks 

EW  Scripps 
PO  Box  5380 
Cincinnati,  OH  45201 
513-977-3000 

CEO:  Lawrence  A  Leser 

Entertainment  &.  information-publishing 

Sherwin-Williams 

101  Prospect  Avenue  NW 

Cleveland,  OH  44115-1075 

216-566-2000 

CEO:  John  G  Breen 
Retailing-specialty 

Southeast  Banking 

One  Southeast  Financial  Center 

Miami,  FL  33131 

305-375-7500 

CEO:  Charles  J  Zwick 
Financial  services-regional  banks 

Seagate  Technology 
920  Disc  Drive 
Scotts  Valley,  CA  95066 
408-438-6550 

CEO:  Alan  F  Shugart 

Computers  &  communications-hardware 

Sigma-Aldrich 
3050  Spruce  Street 
St  Louis,  MO  63103 
314-771-5765 
CEO:  Carl  T  Cori 
Chemicals-specialized 

Southern  Company 
64  Perimeter  Center  East 
Atlanta,  GA  30346 
404-393-0650 

CEO:  Edward  L  Addison 
Electric  utilities  southeast 
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In  todays  fast  chaoging  marketplace, 
there&  one  insurance  oi]ganization 

you  can  depend  on. 

If  you're  a  buyer  of  commercial  or  professional  liability  insurance,  recent 
changes  in  the  marketplace  may  be  causing  you  some  concern.  There  is  still  a 
shortage  of  capacity  in  certain  liability  lines.  And  some  insurers  have  stopped 
offering  coverage  entirely. 

There's  one  insurance  organization  whose  financial  resources  and  commitment 
to  the  market  will  let  you  rest  easier.  The  companies  of  American  International 
Group  remain  leaders  in  the  markets  for  excess  and  umbrella,  for  directors  and 
officers  insurance,  for  professional  liability  coverage. 

AIG  companies  have  the  financial  strength,  service  and  claims  capability,  and 
commitment  as  underwriters  of  liability  insurance  through  all  phases  of  the 
insurance  cycle.  In  fact,  we're  the  largest  underwriters  of  commercial  and 
industrial  insurance  in  the  United  States. 

So  if  you're  worried  about  whether  your  carrier  has  the  financial  capability  and 
commitment  to  the  liability  marketplace  for  the  long  term,  consider  the  insurance 
organization  that  has  demonstrated  strength^  service  and  continuity  for  decades. 

AIG:  Rated  AAA  by  Standard  &  Poor's  and  Aaa  by  Moody's. 


AIG 


World  leaders  in  insurance  and  financial  services. 


, 
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Southern  National 

500  North  Chestnut  Street 

Lumberton,  NC  28358 

919-671-2000 

CEO:  Hector  MacLean 
Financial  services-regional  banks 

Square  D 
Executive  Plaza 
Palatine,  IL  60067 
708-397-2600 

CEO:  Jerre  L  Stead 

Capital  goods-electrical  equipment 

Sun  Company 

100  Matsonford  Road 

Radnor,  PA  19087-4597 

215-293-6000 

CEO:  Robert  McClements  Jr 
Energy-other  oil  &.  gas 

Southern  New  England  Telecommunications 

PO  Box  1562 

New  Haven,  CT  06510 

203-771-5200 

CEO:  Walter  H  Monteith  Jr 

Computers  &.  communications-telecommun 

Standard  Federal  Bank 
2600  West  Big  Beaver  Road 
Troy,  MI  48084 
313-643-9600 

CEO:  Thomas  R  Ricketts 
Financial  services-thrift  institutions 

Sun  Microsystems 

2550  Garcia  Avenue 

Mountain  View,  CA  94043-1100 

415-960-1300 

CEO:  Scott  G  McNealy 

Computers  &.  communications-hardware 

SouthTrust 
PO  Box  2554 
Birmingham,  AL  35290 
205-254-5680 

CEO:  WaUace  D  Malone  Jr 
Financial  services-regional  banks 

Sunley  Works 

PO  Box  7000 

New  Briuin,  CT  06050 

203-225-5111 

CEO:  Richard  H  Ayers 
Capital  goods-heavy  equipment 

Sundstrand 
PO  Box  7003 
Rockford,IL  61125-7003 
815-226-2500 

CEO:  Harry  C  Stonecipher 
Aerospace  &  defense 

Southwest  Gas 

PO  Box  98510 

Las  Vegas,  NV  89193-8510 

702-876-7011 

CEO:  Kenny  C  Guinn 
Energy-gas  distributors 

Star  Banc 

425  Walnut  Street 

Cincinnati,  OH  45202 

513-632-4000 

CEO:  OUver  W  Waddell 
Financial  services-regional  banks 

SunTrust  Banks 
PO  Box  4418 
Atlanta,  GA  30302 
404-588-7711 

CEO:  Robert  Strickland 
Financial  services-regional  banks 

Southwestern  Bell 

One  Bell  Center 

St  Louis,  MO  63101-3099 

314-235-9800 

CEO:  Edward  E  Whiucre  Jr 

Computers  &.  communications-telecommun 

State  Street  Boston 
Box  351 

Boston,  MA  02101 
617-786-3000 

CEO:  Wilham  S  Edgerly 
Financial  services-regional  banks 

Sunwest  Financial  Service 
PO  Box  25500 

Albuquerque,  NM  87125-0500 
505-765-2403 

CEO:  Ike  Kalangis 

Financial  services-regional  banks 

Southwestern  Public  Service 

PO  Box  1261 

Amarillo,  TX  79170 

806-378-2121 

CEO:  W  R  Esler 

Electric  utilities-south  central 

Stone  Container 

150  North  Michigan  Avenue 

Chicago,  IL  60601-7568 

312-346-6600 

CEO:  Roger  W  Stone 
Forest  products-packaging 

Super  Food  Services 
Kettering  Box  2323 
Dayton,  OH  45429 
513-439-7500 

CEO:  Jack  Twyman 

Food,  drink  &.  tobacco-food  distributors 

Sovran  Financial 
One  Commercial  Place 
Noriolk,  VA  23510 
804-441-4000 

CEO:  Albert  B  Gomto  Jr 
Financial  services-regional  banks 

Student  Loan  Marketing  Assn 

1050  Thomas  Jefferson  St  NW 

Washington,  DC  20007 

202-333-8000 

CEO:  Edward  A  Fox 

Financial  services-lease  &  finance 

Super  Valu  Stores 
PO  Box  990 

Minneapolis,  MN  55440 
612-828-4000 

CEO:  Michael  W  Wright 

Food,  drink  &.  tobacco-food  distributors 

Spiegel 

1515  West  22nd  Street 

Oak  Brook,  XL  60522 

708-986-8800 

CEO:  John  J  Shea 
Retailing-specialty 

Subaru  of  America 

PO  Box  6000 

Cherry  Hill,  N)  08034-6000 

609-488-8500 

CEO:  Harvey  H  Lamm 

Consumer  durables-automobiles  &  trucks 

Sysco 

1390  Enclave  Parkway 

Houston,  TX  77077-2027 

713-584-1390 

CEO:  John  F  Woodhouse 

Food,  drink  &.  tobacco-food  distributors 

Springs  Industries 

PO  Box  70 

Fort  Mill,  SC  29715 

803-547-3650 

CEO:  Walter  Y  Elisha 

Consumer  durables-home  furnishings 

Sumitomo  Bank  of  California 
320  California  Street 
San  Francisco,  CA  94104 
415-445-8000 

CEO:  Keizo  Yoshida 

Financial  services-regional  banks 

Talman  Home  Federal  S&L  of  Illinois 
30  West  Monroe  Street 
Chicago,  IL  60603 
312-726-8915 

CEO:  Theodore  H  Roberts 
Financial  services-thrift  institutions 

SPX 

700  Terrace  Point  Drive 
Muskegon,  MI  49443 
616-724-5000 

CEO:  Dale  A  Johnson 

Consumer  durables-automotive  parts 

Surnirit  Bancorp 
367  Springfield  Avenue 
Summit,  NJ  07901 
201-522-8400 

CEO:  Thomas  D  Sayles  Jr 

r  !i  >  ^    '  services-regional  banks 

Tambrands 

One  Marcus  Avenue 

Lake  Success,  NY  11042 

516-358-8300 

CEO:  Martin  F  C  Emmctt 

Consumer  nondurahics-pcrsonal  products 
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Some  people  find  it 

imposaple  to  retire  on 
a  nine-figure  income. 


There  was  a  time  when  Social  Security  and  retire 
ment  security  were  one  and  the  same.  But  no 
longer.  Inflation  and  the  budget  squeeze  have 
made  such  assurance  a  thing  oTthe  distant  past. 

The  good  news  is  there's  help,  and 
plenty  of  it,  in  the  form  of  the  nation's 
thousands  of  Chartered  Life  Under- 
writers and  Chartered  Financial 
Consultants. 

ACLUorChFCisahighly 


trained  financial  expert  who  has  completed 
years  of  rigorous  study  at  the  nation's  oldest 
accredited  college  in  the  financial  services 
field.  The  American  College.  The  letters 
"CLU"  or  "ChFC"  beside  your  insurance 
agent  or  financial  advisor's  name  mean  you 
have  found  a  thoroughly  qualified  profes- 
sional to  help  plan  your  financial  future. 
So  while  it  may  be  possible  to  get  by  on 
Social  Security  alone,  you  won't  have  to. 


Some  people 

should  talk  to  a 

CLU  or  a  ChFC. 


American 
Society 

of  CLU  «&  ChFC 

A  National  Organization  of 
For  a  free  copy  of  "The  Consumers'  Guide  to  Insurance  and  Financial  Services,"  simply  write  to  us.  cT"'^^p"if  „(!,<,  Inals^' 
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•idem  Coinpuiet.'; 
:','333  Vallco  Parkway 
Cupertino,  CA  95014-2599 
408-725-6000 
CEO:  James  C  Tieybig 
Computeis  *<.  cotr^aunications-hardware 

Texaco 

2000  Westchester  Avenue 

White  Plains,  NY  10650 

914-253-4000 

CEO:  James  W  Kinnear 
Energy-international  oil 

Tosco 

PO  Box  2401 

Santa  Monica,  CA  90406-2401 

213-207-6000 

CEO:  Thomas  D  O'Malley 
Energy-other  oil  &.  gas 

Tandv 

PO  Bo^ 

Fort  Worth,  TX  76102 

817-390-3700 

CEO:  lohn  V  Roach 
Retaihng-specialty 

Texas  Air 
333  Clay  Street 
Houston,  TX  77002 
713-658-9588 

CEO:  Francisco  A  Lorenzo 
Travel-airlines 

Toys  "R"  Us 
461  From  Road 
Paramus,  NJ  07652 
201-262-7800 

CEO:  Charles  Lazarus 
Retailing-specialty 

TCP  Financial 

801  Marquette  Avenue 

Minneapolis,  MN  55402 

612-370-7000 

CEO:  Wilbam  A  Cooper 

Financial  services- thrift  institutions 

Texas  Instruments 
PO  Box  655474 
Dallas,  TX  75265 
214-995-2011 

CEO:  Jerry  R  Junkms 

Computers  &.  communications-hardware 

Transamerica 

600  Montgomery  Street 

San  Francisco,  CA  94111 

415-983-4000 

CEO:  James  R  Harvey 

Insurance-diversified 

TECO  Energy 
PO  Box  111 
Tampa,  FL  33601 
813-228-4111 

CEO:  Timothy  L  Guzzle 
Electric  utihties-southeast 

Texas  Utilities 
2001  Bryan  Tower 
Dallas,  TX  75201 
214-812-4600 

CEO:  Jerry  Farrington 
Electric  utilities-south  central 

Transco  Energy 
PO  Box  1396 
Houston,  TX  77251 
713-439-2000 

CEO:  George  S  Slocum 
Energy-gas  producers  &.  pipeliners 

Tecumseh  Products 
100  East  Patterson  Street 
Tecumseh,  MI  49286 
517-423-8411 

CEO:  Todd  W  Herrick 
Capital  goods-heavy  equipment 

Textron 

40  Westminster  Street 

Providence,  RI  02903 

401-421-2800 

CEO:  Beverly  F  Dolan 
Aerospace  &.  defense 

Travelers 

One  Tower  Square 

Hartford,  CT  06183 

203-277-0111 

CEO:  Edward  H  Budd 

Insurance-diversified 

Tele-Communications 
PO  Box  5630 
Denver,  CO  80217 
303-721-5500 

CEO:  John  C  Malone 

Entertainment  &  information-broadcasting 

Time  Warner 

75  Rockefeller  Plaza 

New  York,  NY  10019 

212-484-8000 

CEO:  J  Richard  Munro 

Enteruinment  &.  information-publishing 

Tribune 

435  North  Michigan  Avenue 

Chicago,  IL  60611 

312-222-9100 

CEO:  Stanton  R  Cook 

Entertainment  &  information-publishing 

Teledyne 

1901  Avenue  of  the  Stars 

Los  Angeles,  CA  90067 

213-277-3311 

CEO:  George  A  Roberts 
Aerospace  &.  defense 

Times  Mirror 
Times  Mirror  Square 
Los  Angeles,  CA  90053 
213-237-3700 

CEO:  Robert  F  Erburu 

Entertainment  &.  information-publishing 

Trinova 
3000  Strayer 
Maumee,  OH  43537 
419-867-2200 

CEO:  Darryl  F  Allen 

Capital  goods-heavy  equipment 

Telephone  &  Data  Systems 
79  West  Monroe  Street 
Chicago,  IL  60603 
312-630-1900 

CEO:  LeRoy  T  Carlson  Jr 

Computers  &  communications-telecommun 

Timken 

1835  Dueber  Avenue  SW 

Canton,  OH  44706-2798 

216-438-3000 

CEO:  WiUiam  R  Timken  Jr 
Capital  goods-heavy  equipment 

Trustmark  (formerly  First  Capital) 

PO  Box  291 

Jackson,  MS  39205-0291 

601-354-5111 

CEO:  Frank  R  Day 

Financial  services-regional  banks 

Temple-Inland 
Drawer  N 
Diboll,  TX  75941 
409-829-5511 

CEO:  Clifford  J  Grum 
Forest  products-packaging 

TJX  Cos  (formerly  Zayre) 
770  Cochituate  Road 
Framingham,  MA  01701 
508-390-2000 

CEO:  Bernard  Cammarata 
Retailing-apparel 

TRW 

1900  Richmond  Road 

Cleveland,  OH  44124-3760 

216-291-7000 

CEO:  Joseph  T  Gorman 

Aerospace  &  defense 

Tenneco 

PO  Box  2511 

Houston,  TX  77252-2511 

713-757-2131 

CEO:  James  L  Ketelsen 
Capital  goods-heavy  equipment 

Torchmark 

2001  Third  Avenue  South 

Birmingham,  AL  35233 

205-325-4200 

CEO:  Ronald  K  Richey 

'^surance-life  &  health 

Tucson  Electric  Power 
PO  Box  711 
Tucson,  AZ  85702 
602-622-6661 

CEO:  Einar  Grevc 
Electric  utilities  western 
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The  history  of  the  ci\ihzed  world. 
One  month  at  a  tune. 


Where  to  find  The  Forbes  500s 

Turner  Broadcasting  System 
PO  Box  105366 
Atlanta,  GA  30348-5366 
404-827-1700 

CEO:  Robert  E  Turner 

Entertainment  £».  information-broadcasting 

Union  Carbide 

39  Old  Ridgebury  Road 

Danbury,  CT  06817-0001 

203-794-2000 

CEO:  Robert  D  Ketmedy 
Chemicals-diversified 

US  Shoe 

One  Eastwood  Drive 

Cincinnari,  OH  45227 

513-527-7000 

CEO:  Bannus  Hudson 
Retailing-apparel 

Turner  Corp 
633  Third  Avenue 
New  York,  NY  10017 
212-878-0400 

CEO:  Alfred  T  McNeill 
Construction-commercial  builders 

Union  Electric 

PO  Box  149 

St  Louis,  MO  63166 

314-621-3222 

CEO:  WilUam  E  Comehus 
Electric  utihties-north  central 

United  Technologies 
One  Financial  Plaza 
Hartford,  CT  06101 
203-728-7000 

CEO:  Robert  F  Daniell 
Aerospace  &  defense 

TW  Holdings 
PO  Box  3168 
Spartanburg,  SC  29304 
803-579-8700 

CEO:  Jerome  J  Richardson 

Food,  drink  &.  tobacco-food  distributors 

Union  Pacific 

Eighth  &  Eaton  Avenues 

Bethlehem,  PA  18018 

215-861-3200 

CEO:  Andrew  L  Lewis  Jr 
Transport-railroads 

United  Telecommunications 

PO  Box  11315 

Kansas  City,  MO  64112 

913-676-3000 

CEO:  WilHam  T  Esrey 

Computers  &  communicauons-telecommun 

20th  Century  Industries 
6301  Owensmouth  Avenue 
Woodland  ffiUs,  CA  91367 
818-704-3700 

CEO:  Louis  W  Foster 
Insurance-property  &.  casualty 

Union  Planters 
67  Madison  Avenue 
Memphis,  TN  38103 
901-523-6000 

CEO:  Benjamin  W  Rawlins  Jr 
Financial  services-regional  banks 

Universal 
PO  Box  25099 
Richmond,  VA  23260 
804-359-9311 

CEO:  Henr>'  H  Harrell 

Food,  drink  &.  tobacco-tobacco 

Tyco  Laboratories 
One  Tyco  Park 
Exeter,  NH  03833 
603-778-9700 

CEO:  John  F  Fort 
Materials-other 

Union  Texas  Petroleum  Holdings 

PO  Box  2120 

Houston,  TX  77252-2120 

713-623-6544 

CEO:  A  Clark  Johnson 
Energy-other  oil  &  gas 

Unocal 

PO  Box  7600 

Los  Angeles,  CA  90051 

213-977-7600 

CEO:  Richard  J  Stegemeier 
Energy-other  oil  &  gas 

Tyson  Foods 
PO  Box  2020 
Springdale,  AR  72765 
501-756-4000 

CEO:  Don  Tyson 

Food,  drink  &  tobacco-food  processors 

Unisys 

PO  Box  500 

Blue  Bell,  PA  19424-0001 

215-986-4011 

CEO:  James  A  Unruh 

Computers  &.  communications-hardware 

UNUM 

2211  Congress  Street 

Portland,  ME  04122 

207-770-2211 

CEO:  James  F  Orr  HI 
Insurance-life  &.  health 

UAL 

PO  Box  66919 

Chicago,  IL  60666 

312-952-4000 

CEO:  Stephen  M  Wolf 
Travel-airlines 

United  Artists  Entertaiiunent 
2930  East  Third  Avenue 
Denver,  CO  80206 
303-321-4242 

CEO:  Stewart  D  Blair 
Entertainment  &.  information-movies 

Upjohn 

7000  Portage  Road 

Kalamazoo,  MI  49001 

616-323-4000 

CEO:  Theodore  Cooper 
Health-drugs 

UJB  Financial  (fonnetly  United  Jersey  Banks) 

PO  Box  2066 

Princeton,  NJ  08543-2066 

609-987-3200 

CEO:  T  Joseph  Semrod 
Financial  services-regional  banks 

United  Banks  of  Colorado 
1700  Lincoln  Street 
Denver,  CO  80274-0010 
303-861-4700 

CEO:  N  Beme  Hart 

Financial  services-regional  banks 

US  West 

7800  East  Orchard  Road 

Englewood,  CO  80111 

303-793-6500 

CEO:  Jack  A  MacAllister 

Computers  &.  communications-telecommun 

Union  Bank 

350  California  Street 

San  Francisco,  CA  94104-1476 

415-445-0200 

CEO:  Seishichi  Itoh 

Financial  services-regional  banks 

United  Missouri  Bancshares 

PO  Box  419226 

Kansas  City,  MO  64141-6226 

816-556-7000 

CEO:  R  Crosby  Kemper 
Financial  services-regional  banks 

USAir  Group 
2345  Crystal  Drive 
Arlington,  VA  22227 
703-892-7000 

CEO:  Edwm  I  Colodny 
Travel-airlines 

Union  Camp 
1600  Valley  Road 
Wayne,  NJ  07470 
201-628-2000 

CEO:  Raymond  E  Cartledge 
Forest  products-paper  &.  lumber 

US  Bancorp 
PO  Box  8837 
Portland,  OR  97208 
503-225-6111 

CEO:  Roger  L  Breezley 
Financial  services-regional  banks 

USF&G 

100  Light  Street 

Baltimore,  MD  21202 

301-547-3000 

CEO:  Jack  Moselcy 
Insurance-property  &  casualty 
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USG 

101  South  Wacker  Drive 

Chicago,  IL  60606-4385 

312-606-4000 

CEO:  Eugene  B  Connolly  Jr 
Materials-cement  &  gypsum 


USLife 

125  Maiden  Lane 

New  York,  NY  10038 

212-709-6000 

CEO:  Gordon  E  Crosby  Jr 
Insurance-life  &  health 


UST  Inc 

100  West  Putnam  Avenue 

Greenwich,  CT  06830 

203-661-1100 

CEO:  Louis  F  Ban  tie 

Food,  drink  &  tobacco-tobacco 


USX 

600  Grant  Street 

Pittsburgh,  PA  15219-4776 

412-433-1121 

CEO:  Charles  A  Corry 
Energy-other  oil  &  gas 
Materials-steel 


Valhi 

5430  LB|  Freeway 

Dallas,  TX  75240-2697 

214-386-4110 

CEO:  Harold  C  Simmons 
Chemicals-specialized 


Valley  Bancorp 

PC  Box  1061 

Appleton,  WI  54912-1061 

414-738-3830 

CEO:  Peter  M  Flatten  HI 

Financial  services-regional  banks 


Valley  Federal  Savings  &  Loan  Assn 
6842  Van  Nuys  Boulevard 
Van  Nuys,  CA  91405 
818-904-3000 

CEO:  Dan  E  Nelms 

Financial  services-thrift  institutions 


Valley  National 
PC  Box  71 
Phoenix,  AZ  85001 
602-261-2900 

CEO:  Richard  |  Lehmann 
Financial  services-regional  banks 


VF 

PO  Box  1022 

Reading,  PA  19603 

215-378-1151 

CEO:  Lawrence  R  Pugh 

Consumer  nondurables-apparel  &  shoes 


Viacom 

1211  Avenue  of  the  Americas 

New  York,  NY  10036 

212-575-5175 

CEO:  Frank  I  Biondi  Jr 

Entertainment  &  information-broadcasting 


Have  you  ever  visited  oui  oldtime  distillery?  If  not.  we  hope  to  see  you  one  of  these  days. 


JACK  DANIELS  DISTILLERY  is  a  peaceful  place 
where  older  men  talk  and  younger  men  listen. 

Life  is  slower  in  the  Tennessee  hills,  so  there's 

plenty  of  time  for  conversation.  We  like  it  that 

\vay,  because  our  veteran  employees 

can  teach  all  they  kno\v  to  newer  men 

breaking  in.  You  see,  each  of  our 

oldtimers  are  aware  of  the  standards 

Jack  Daniel  himself  set  down.  And 

after  a  sip  of  our  w^hiskey  you'll 

know  why  \ve  don't  want  them 

forgotten. 

SMOOTH    SIPPIN  ' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  prooO  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
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Let's  say  you  wanted  to  build 
the  most  reliable  800  network  in 
the  world.  And  give  it  the  most 
sophisticated  features. 

There  are  only  two  approaches 
to  the  problem. 

You  could  start  with  an  opera- 
tion that  began  over  100  years 
ago.  And  upgrade  it  one  part  at  a  ^ 
time.  By  adding  digital  switches 
here,  fiber  optic  lines  there, 
and  doing  your  best  to  make  this 
multi-layered  system  work  like 
one  piece. 

Or  you  could  start  with  a 
clean  sheet  of  paper  And  build 
a  network  that  actually  is  one 


piece.  That's  exactly  what  we've 
done.  At  US  Sprintfwe  started 
in  1986,  and  built  our  entire 
network  from  the  ground  up. 
With  the  same  equipment  at 
ever/  location.  And  100%  digital 
fiberoptic  lines.  Nationwide. 

Technically  we  call  this  ap- 
proach flat  architecture.  But  in 
non-technical  terms,  it  means 
there's  a  lot  less  to  go  wrong. 

With  this  simple  approach 
to  800  service,  we  can  give 
you  enhanced  features  like  call 
allocation,  which  lets  you  route 
calls  based  on  anticipated 
demand.  And  command  routing, 


which  lets  you  react  to  unexpect- 
ed demand  instantly 

So  you  can  make  it  much 
easier  for  customers  to  get  in 
touch  with  you. 

As  new  features  are  developed, 
adding  them  is  a  simple  matter 
of  programming.  Because  of  all 
this,  we  can  give  you  the  most 
sophisticated  800  service  in  the 
world.  And  the  most  reliable. 

So,  if  you  want  an  800  sen/ice 
that  keeps  your  business  in  one 
piece,  just  give  us  a  call. 

1-800-877-2000. 

O1990  US  Sprmt  Communicalions  Company  Limited  Partnersmp 


800NEM)RK. 


US  Sprint 

IT'S  A  NEW  WORLD" 


Are  you 
planning 
to  build? 


If  you  have  made  the  decision 
to  expand,  establish  or  relocate 
your  business,  you  know  there  are 
thousands  of  details  to  consider 
VP  Buildings  can  help.  We'll 
send  you  the  planning  guide, 
"Building  Methods  Compared," 
including  a  special  planning  work- 
sheet, and  it's  all  free.  Call  or  write 
for  yours  today!  1-800-238-3246. 


V^ 


VARCO-PRUDEN 
BUILDINGS 

AMCA 
INTERNATIONAL 


Built  On  Superior  Service 


FREE 


f  "Building  IVIethods 
Compared"  including 
"  the  planning  worksheet 


Mail  to:  Varco-Pruden  Response  Center 
P.  0  Box  3900 
Peoria,  IL  61614 

COMPANY: 


YOUR 
NAME: 

TITLE: 


ADDRESS: 


.  ZIP: 


PHONE:  (. 

(2) 
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Where  to^d  The  Forbes  500s  ^^™ 

Vista  Chemical 
PO  Box  19029 
Houston,  TX  77224 
713-588-3000 

CEO;  John  D  Bums 
Chemicals-specialized 

Washington  Post 
1150  15th  Street  NW 
Washington,  DC  20071 
202-334-6000 

CEO:  Katharine  Graham 
Entertainment  &  information-publishing 

Vons  Cos 

PO  Box  3338  Terminal  Annex 

Los  Angeles,  CA  90051 

818-579-1400 

CEO:  Roger  E  Stangeland 
Reuiling-supermarkets  &.  convenience 

<■ 
Washington  Water  Power 
PO  Box  3727 
Spokane,  WA  99220 
509-489-0500 
CEO:  Paul  A  Redmond 
Electric  utilities-western 

Vulcan  Materials 
PO  Box  530187 
Birmingham,  AL  35253-0187 
205-877-3000 

CEO:  Herbert  A  Sklenar 
Materials-other 

Waste  Management 

3003  Butterfield  Road 

Oak  Brook,  IL  60521 

708-572-8800 

CEO:  Dean  L  Buntrock 

Business-industrial  services 

Waban 

One  Mercer  Road 

Natick,  MA  01760 

508-651-6500 

CEO:  John  F  Levy 
Retailing-specialty 

Weis  Markets 

1000  South  Second  Street 

Sunbury,  PA  17801-0471 

717-286-4571 

CEO:  Sigfned  Weis 
Retailing-supermarkets  &.  convenience 

Wal-Mart  Stores 

702  Southwest  8th  Street 

Bentonville,  AR  72716 

501-273-4000 

CEO:  David  D  Glass 
Retaihng-drug  &  discount 

Wells  Fargo 

420  Montgomery  Street 

San  Francisco,  CA  94163 

415-477-1000 

CEO:  Carl  E  Reichardt 
Financial  services-regional  banks 

Walgreen 

200  Wilmot  Road 

Deertield,  a  60015 

312-940-2500 

CEO:  Charles  R  Walgreen  m 
Retailing-drug  &  discount 

West  One  Bancorp  (fonneiiy  Moore  Financial) 
PO  Box  8247 
Boise,  ID  83733 
208-383-7000 

CEO:  Daniel  R  Nelson 
Financial  services-regional  banks 

Wang  Laboratories 
One  Industrial  Avenue 
Lowell,  MA  01851 
508-459-5000 

CEO:  Richard  W  Miller 

Computers  &.  communications-hardware 

Western  Capiul  Investment 
1675  Broadway 
Denver,  CO  80202 
303-623-5577 

CEO:  Junius  F  Baxter 

Financial  services-thrift  institutions 

Warner-Lambert 
201  Tabor  Road 
Morris  Plains,  NJ  07950 
201-540-2000 

CEO:  Joseph  D  Williams 
Health-drugs 

Westinghouse  Electric 
Gateway  Center 
Pittsburgh,  PA  15222 
412-244-2000 

CEO:  John  C  Marous 

Capital  goods-electrical  equipment 

Washington  Mutual  Savings  Bank 
PO  Box  834 
Seattle,  WA  98111 
206-461-2000 

CEO:  Louis  H  Pepper 

Financial  services-thrift  institutions 

Westvaco 

299  Park  Avenue 

New  York,  NY  10171 

212-688-5000 

CEO:  John  A  Luke 

Forest  products-paper  &  lumber 

Washington  National 
1630  Chicago  Avenue 
Evanston,  IL  60201 
708-570-3200 

CEO:  Robert  W  Patin 
Insurance-life  &  health 

Wetterau 

8920  Pershall  Road 

Hazelwood,  MO  63042 

314-524-5000 

CEO:  Ted  C  Wetterau 

Food,  drink  &  tobacco  food  distributors 
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Calling  all 

American 

businessmen : 

Mikhail 

Gorbachev 

is  coming 

to  see  you ! 


The  eyes  of  the  entire 
world  will  be  on  the  U.S. 
this  June  as  the  two 
most  powerful  men  on 
earth,  Mikhail 
Gorbachev  and  George 
Bush,  meet  to  discuss 
our  collective  futures. 
Gorbachev  will  be 
bringing  with  him  an 
invitation,  an  invitation 
for  all  of  you:  Come  and 
conquer  the  largest 
market  still  left  to  be 
conquered,  the  Soviet 
Union.  IZVESTIA,  the 
leading  newspaper  in 
the  USSR  with  a 
circulation  of  11  million 
copies,  can  help  you 
take  him  up  on  his  offer. 
^^  -^  We're  bringing  out  two 

S^)    TATj^^^]^  SP^^'^I  features  on  your 
^'^^     ^^  ■  ■^^"  ■  country  to  coincide  with 

the  summit  in  June  -  and 


will  you  be 
coming 

to  see  us? 


IZVESTIA'S  REPRESENTATIVE  IN  THE  U.S.A.: 

PUBUCITAS  INC,  -  WORLDWIDE  MEDIA  SPECIALISTS 

79  FIFTH  AVENUE  ■  NEW  YORK.  NY  10003 

TEL.  (212)  242-6600  •  TLX  220933  •  FAX  (212)  924-8706 


introduce  our  readers  to 
the  >real<  America.  The 
themes?  Business, 
politics,  science,  tech- 
nology, medicine,  media, 
fashion,  culture,  enter- 
tainment, sports.  The 
writers?  Only  America's 
best!  A  better  forum  for 
your  advertisement 
simply  doesn't  exist. 

i  H3BECTM 


ISWESTIJA-BURDA  Service  und  Informatik,  Am  Kestendamm  2,  D-7600  Offenburg.  Tel.  0781/846154.  Tlx  752804,  Fax  0781/846173 


What  Do  Kidder 

Peabody,  Shearson 

Lehman  &  Merrill 

Lynch  Know  That 

You  Don't? 

'  Kidder,  Peabody  put  $42  million 
m  Rare  Coins.  Now  they  plan  to 
spend  $100  million! 

*  Merrill  Lynch  just  launched  a 
$50  million  rare  coin  L.P.! 

'  Shearson  Lehman  has  a  seat  to 
trade  coins  on  the  American 
Numismatic  Exchange 


FREE  TRIAL 
SUBSCRIPTION 


To  the  #1  Rare  Coin  Newsletter 

Precious  Metals  &  Numismatic  Focus 
To  Introduce  You  To: 

OAK  TREE 

NUMISMATICS 

Our  Recommendations  Perform! 

27%  in  1987,  41%  in  1988 

58%  in  1989 


Plus  a  Quarter-Century  Old  Silver  Coin 


FREE  SILVER  DIME 
Graded  by  NGC 


The  #i  Independent  Grading  Service 
[■■■■■■■■■■■■■■■■■■■■■■■■■■■■I 

Dyes:  I'm  interested  in  Rare  Coin 
profits.  Send  my  Focus  trial  subscription 
immediately.  Phone  number  required  to 
process  orders.  Please  Print! 

Name 

Address 

City 


State/Zip 

Day  Phone  ( 

Night  Phone  (_ 


J_ 


J. 


Oak  tree  numismatics 

188  Lafayette  Avenue 

Hawthorne,  New  Jersey  07506 

CALL  EXT.  110  NOW 

1-800-333-3163 


1          Where  to  f  iiid  The  Forbes  500s  ^ 

Weyerhaeuser 
Weyerhaeuser  Building 
Tacoma,  WA  98477 
206-924-2345 

CEO:  George  H  Weyerhaeuser 
Forest  products-paper  &  lumber 

Winn-Dixie  Stores 

PO  Box  B 

Jacksonville,  FL  32203-0297 

904-783-5000 

CEO:  A  Dano  Davis 
RetaiUng-supermarkets  &  convenience 

Wheelabrator  Technologies 
Liberty  Lane 
Hampton,  NH  03842 
603-929-3000 

CEO:  Paul  M  Montrone 
Construction-commercial  builders 

Wisconsin  Energy 
PO  Box  2949 
Milwaukee,  Wl  53201 
414-221-2345 

CEO:  Charles  S  McNeer 
Electric  utiliries-north  central 

Wheeling-Pittsburgh  Steel 
1134  Market  Street 
Wheeling,  WV  26003 
304-234-2400 

CEO;  William  J  Scharffenberger 
Matenals-steel 

Witco 

520  Madison  Avenue 

New  York,  NY  10022-4236 

212-605-3800 

CEO:  WUUam  Wishnick 
Chemicals-specialized 

Whirlpool 

2000  M-63 

Benton  Harbor,  MI  49022-2692 

616-926-5000 

CEO:  David  R  Whitwam 
Consumer  durables-appliances 

Woolworth 

233  Broadway 

New  York,  NY  10279 

212-553-2000 

CEO:  Harold  E  Sells 
Retailing-specialty 

Whitman 

111  East  Wacker  Drive 

Chicago,  IL  60601 

312-565-3000 

CEO:  James  W  Cozad 

Food,  drink  &.  tobacco-food  processors 

Wm  Wrigley  Jr 

410  North  Michigan  Avenue 

Chicago,  IL  60611 

312-644-2121 

CEO:  William  Wngley 

Food,  drink  &  tobacco-food  processors 

Whitney  Holding 

228  St  Charles  Avenue 

New  Orleans,  LA  70130 

504-586-7272 

CEO:  Wilham  L  Marks 

Financial  services-regional  banks 

Xerox 

PO  Box  1600 

Stamford,  CT  06904 

203-968-3000 

CEO:  David  T  Reams 
Business-supplies 
Insurance-property  &.  casualty 

Willamette  Industries 
1300  SW  Fifth  Avenue 
Portland,  OR  97201 
503-227-5581 

CEO:  William  Swindells 
Forest  products-paper  &  lumber 

Yellow  Freight  System 
PO  Box  7563 
Overland  Park,  KS  66207 
913-345-1020 

CEO:  George  E  Powell  Jr 
Transport-truckmg  &.  shipping  • 

Williams  Cos 
One  Williams  Center 
Tulsa,  OK  74172 
918-588-2000 

CEO:  Joseph  H  Williams 
Energy-gas  producers  &  pipeliners 

Zenith  Electronics 
1000  Milwaukee  Avenue 
Glenview,  IL  60025 
708-391-7000 

CEO:  Jerry  K  Pcarlman 

Computers  fii  communications-hardware 

Wilmington  Trust 
Rodney  Square  North 
Wilmington,  DE  19890 
302-651-1000 

CEO:  Bernard  J  Taylor  II 
Financial  services-regional  banks 

Zions  Bancorporation 
1380  Kennecott  Building 
Salt  Lake  City,  UT  84133 
801-524-4787 

CEO:  Roy  W  Simmons 
Fmancial  services-regional  banks 
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INVESTMENT     SURGE 


ENTERING  NEW  DIMENSIONS 


■  STRONG  GAIN 
IN  PROFIT 

All  Group  divisions  again  recorded 
a  favorable  pattern  of  business  in 
1989  with  sales  rising  to  DM  49.9 
billion.  Group  profit  advanced  to 
DM  1,247  million. The  earnings  per 
share  -  referred  to  the  increased 
capital  -  amount  to  DM  29.10  as 
against  DM  28.60  in  1988. 

■  GROWTH  WITH  CHEMICALS, 
OIL  AND  TRADING/ 
TRANSPORTATION/SERVICES 

The  chemicals  division  continues  to 
adopt  an  international  position 
with  emphasis  on  Western  Europe 
and  the  USA.  The  marked  gain  in 
the  oil  division  derives  from  the 
sustained    improvement    of   the 
upstream  position  and  the  favorable^ 
development  in  the  petrochemi- 
cal sector. The  trading  and  transpor- 
tation business  expanded  accord- 
ing to  schedule,  especially  abroad. 
Service  activities  were  also  ex- 
tended. 


DEVELOPMENT  OF  TOTAL 
CAPITAL  SPENDING 


I 


OVERALL  CAPITAL  SPENDING 
ADVANCES  56<)/o 


In   the  year  under  review,  VEBA 
increased  its  overall  investment  by 
56%  to  DM  6.8  billion. 


DM  mn.    1986 


1987 


1988      1989 


HiJLS  took  over  the  silicon  wafer 
business  of  Monsanto  Comp.  (USA) 
and    the    remaining    shares    in 
ROHM  GMBH,  a  leading  company 
in  the  acrylates  sector.  VEBA  OEL 
acquired   SAARBERG  OEL  UNO 
HANDEL    GMBH.    VEBA    AG 
obtained  a  50%  interest  in  FELD- 
MUHLE  NOBEL  AG.  Other  not- 
able developments  were  the  invest- 
ment of  THOGA  AG  in  HAM- 
BURGER GASWERKE  GMBH, 
the  acquisition  of  GESELLSCHAFT 


FUR    EIGENTUMSSCHUTZ    by 
RAAB     KARCHER     and     the 
STINNES  participation  in  the  for- 
warding company  SCHENKER  & 
CO.  GMBH. 


I 


VEBA 
TODAY 


Backed  by  the  capital  of  600,000 
shareholders,  VEBA  AG  comprises 
a  portfolio  of  companies,  each 
structured  to  ensure  a  secure  future. 
Activities  are  spread  among  the 
electricity,  chemicals,  oil,  and  trad- 
ing/transportation/services   mar- 
kets.   PREUSSENELEKTRA    and 
VEBA    KRAFTWERKE    RUHR 
supply  some  18%  of  the  electricity 
consumed  in  the  Federal  Republic 
of  Germany.  HUES  is  one  of  the 
leading  producers  of  chemicals,    * 
plastics,  rubber,  and  detergent  raw 
materials  and  is  now  a  world 
leader  in  the  silicon  chemistry. 
VEBA   OEL  occupies   a   strong 
position  on  the  German  mineral 
oil  market.  STINNES  and  RAAB 
KARCHER  are  major  internatio- 
nal trading  houses. 

The  1989  interim  report  is  available 

from: 

VEBA  AG,  Karl-Arnold-Platz  3, 

D-4000  Dusseldorf  30. 


1989  Highlights 


1988 


1989 


Change 


Sales    DM  mn. 

Group  profit  DM  mn. 

Total  capital  spending  DM  mn. 

Employees   


.44,391  49,898  +12.4»/o 

..1,098 1,247  +13.6»/o 

..4,366 6,814  +56.1  "/o 

.84,715 94,661  +11.7''/o 


\^ 


FOREIGN  EXCHANGE.  There's  a  world  of  evolving  technology  at  International 
Paper's  command.  And  we  funnel  it  wherever  it  can  make  for  better  products  for  our 
customers.  Since  we  acquired  France's  second-largest  paper  company,  Aussedat  Rey 
we're  sharing  with  them  methods  we've  perfected  for  making  alkaline  papers  that 
stay  white  for  decades.  And  they're  sharing  non-impact  printing  know-how  with  us. 
Technology  transferred  between  our  Arizona  Chemical  subsidiary  and  its  Swedish 
counterpart  Bergvik  Kemi  is  creating  improved  ingredients  for  products  from  prin- 
ter's ink  to  chewing  gum.  And  advanced  graphics  techniques  developed  by  our 
people  in  Korea  add  point-of-purchase  appeal  to  food  packaging  in  California.  When 
ideas  fly  business  takes  off.  INTERNATIONAL®  PAPER.  Use  our  imagination. 
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How  disappointing  will  first-quarter 
earnings  be?  Smith  Barney  analyst 
John  L.  Manley  expects  profits  will  be 
down  9%  from  the  first  three  months 
of  1989.  But  this  view  makes  him  less 
pessimistic  than  Wall  Street  analysts 
in  general.  According  to  the  Institu- 
tional Brokers  Estimate  System, 
which  monitors  earnings  estimates, 
composite  net  income  for  s&.p  500 
stocks  is  expected  to  be  $5.86  for  the 
January-to-March  quarter,  off  13% 
from  1989.  Manley  cautions  that 
earnings  for  the  full  year  could  be 
affected  by  recession  or  a  further  rise 
in  the  dollar,  both  of  which  would  be 
bad  for  cyclical  stocks  and  for  export- 
ers of  chemical  products,  for  example. 

Under  the  circumstances,  what's  a 
good  buy?  Michael  Metz,  Oppenhei- 
mer's  research  director,  is  optimistic 
about  selected  growth-oriented  stocks 
including  Coca-Cola  and  Eli  Lilly, 
along  with  some  depressed  technol- 
ogy issues  like  Digital  Equipment, 
IBM  and  Texas  Instruments.  He  be- 
lieves the  impact  of  a  strong  dollar  is 
fully  reflected  in  these  companies' 
stock  prices. 

The  Wilshire  price/earnings  multi- 
ple is  now  15.8,  versus  12.8  a  year  ago. 
During  the  past  two  weeks,  the  mar- 
ket resumed  the  upward  momentum 
that  it  started  back  in  February.  But  it 
was  the  big  stocks  that  carried  the 
ball.  The  Dow  and  the  nyse  indexes 
gained  about  1%,  while  over-the- 
counter  stocks  lost  0.3%. 
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Performance 

Price 

Total  return 

Last  4  weeks 
-  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (4/8/85) 

2.7% 
-5.2 
-8.0 
76.5 

3.0% 
-4.5 
-6.7 
110.0   jM/i 

^>^  - 

The  Wilshire  index  as  of  3/22/90 
-  Market  value:  $3,060.0  billion 
Price/book;  3.0            --^ 
P/E;  15.6               Jy^ 
Yield:  3.2%          /^/ 

1      ^     t              1 

1 
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1  Wilshire  index 

■  200-day  moving  average 

1              1             1 
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The  Best  Performing  Stocks 


The  Worst  Performing  Stocks 


'90 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Re!  vol' 

Norton 

75% 

40% 

21 

11,416 

9.6 

National  Health  Labs 

12 

17 

20 

59 

0.3 

LA  Gear 

353/4 

17 

12 

7,623 

1.5 

UAL 

152 

15 

10 

2,761 

0.7 

Carnival  Cruise  Lines 

20% 

14 

14 

942 

1,3 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)* 

Rel  voP 

Midlantic 

18% 

-18% 

3 

3,780 

1.0 

Hibernia 

163/8 

-18 

7 

638 

1.0 

First  Fidelity  Bancorp 

20 

-17 

8 

1,199 

0.4 

Contel  Cellular 

19'/2 

-17 

NM 

629 

1.0 

Southeast  Banking 

14'/8 

-14 

6 

2,956 

1.7 

Closeup  on  the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stocks,  capitalization  weighted 

3,241.75 

-1.2% 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

827,90 

-9,9% 

Wilshire  index 

6.000  stocks,  equal  weighted 

21.33 

-0.8 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

113.56 

0,1 

Dow  Jones  industrials 

30  stocks:  divisor-adjusted  price  average 

2,695.72 

0.0 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

103,02 

-1.4 

S&P  500' 

Capitalizatitn  weighted  cross  section,  major  stocks 

3:5.65 

-1.4 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

162,74 

0.4 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

184.70 

-1,4 

Gold®  (Composite  quote  of  6  major  dealers) 

$392,25 

-2.5 

Yen®  (per  $U.S.) 

155,07 

2.6 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

360.48 

-0.3 

Commodity  index®  (CRB  futures  index,  1967  =  lOO) 

237,34 

-0.7 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

434.51 

-0.5 

Oil®  (W  Texas  Intermediate) 

$20,00 

-3.8 

T  BillS®(90  days) 

7,89% 

unchanged 

Amex  international  market  index 

Capitalization  weighted.  50  largest  AORs 

286.02 

-7.1 

Broker  loan  rate® 

9,25% 

unchanged 

Note:  AH  data  for  periods  ending  3/22/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
smce  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more,  ^Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif, 
^Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  averagp  daily  volume  over  the  preceding  3  months,  ""Morgan  Stanley 
Capital  International  Perspective,  ^For  period  ending  3/23/90,  A,  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  ""Knight-Ridder  Financial 
Information.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM;  Not  meaningful. 
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The  biggest* 

Company/business 

Exchange 

Offer 
date 

Offer 
price 

Recent 
price 

Offering 
($mil) 

Lead 
f  underwriter 

Performance  to  date 
absolute     rel  to  mkt^ 

Reader's  Digest/publishing 

N 

2/14/90 

20 

23 '/2 

$420 

Goldman,  Sachs 

18% 

16% 

Geneva  Steel/steel 

N 

3/27/90 

10 

9% 

62 

Merrill  Lynch 

-1 

-1 

Verifone/transaction  automation  sys 

0 

3/13/90 

16 

20 

53 

Morgan  Stanley 

25 

24 

Cisco  Sytems/computer  equip 

0 

2/16/90 

18 

23  1/2 

50 

Morgan  Stanley 

31 

28 

Tuboscope/oilfield  svcs 

0 

3/13/90 

8 1/2 

7% 

47 

PaineWebber 

-9 

-10 

Digital  Sound/telecomm  equip 

0 

2/27/90 

8 1/2 

10 

40 

Goldman,  Sachs 

18 

14 

Delphi  Financial  Group/insurance 

0 

3/13/90 

14 

141/8 

31 

Kidder,  Peabody 

1 

0 

DeVlieg-Bullard/machine  tools 

0 

3/16/90 

7 

71/8 

30 

First  Boston 

2 

2 

Syntellect/telecomm  equip 

0 

3/29/90 

15 

18  1/2 

28 

Alex  Brown  &  Sons 

23 

24 

Bankers/bank  holding 

0 

3/16/90 

9 

9% 

25 

PaineWebber 

8 

23 

Performance  Update 


The  besti 

Company/business 

Offer 
price 

Offering 
($tnil) 

Lead 
underwriter 

Performance  to  date 
absolute       rel  to  mkt^ 

Intera  Info  Tech/aerial  mapping 

9% 

$17 

Merrill  Lynch 

54% 

51% 

Hologic/X-ray  sys 

14 

17 

Hambrecht  &  Quist 

34 

31 

Cisco  Sys/computer  equip 

18 

50 

Morgan  Stanley 

31 

28 

Millfeld  Trading/imports  footwear 

5 

6 

Whale  Securities 

30 

30 

Integrated  Sys/computer  software 

9 

16 

Alex  Brown  &  Sons 

25 

24 

Closed-end  funds,  most  conspicuous- 
ly one-nation  funds,  dominated  the 
new-issues  market  in  the  first  quar- 
ter. A  total  of  $2.7  billion  was  raised 
from  15  offerings.  More  are  coming: 
19  closed-ends,  worth  $1.6  billion,  are 
currently  in  registration. 

Among  nonfund  initial  public  offer- 
ings, only  24  issues  met  our  mini- 
mum size  criterion  (see  footnotes). 
They  raised  a  combined  $980  million 
in  the  quarter. 

Reader's  Digest  is  the  biggest  new 
issue.  Last  fall  it  was  ranked  65  on  our 
list  of  largest  private  companies  (Dec. 
11,  1989)  and  is  now  in  our  annual 
survey  of  the  largest  public  compa- 
nies (seep.  221).  It  was  a  busy  quarter 
for  publishing:  Besides  the  Reader's 
Digest  offering  totaling  $420  million, 
there  was  a  $63  million  initial  public 
offering  of  Central  Newspapers,  an  In- 
dianapolis-based chain. 

Computer-related  new  issues  were 
also  in  vogue.  Cisco  Systems,  which 
makes  networking  equipment,  had 
the  fourth-largest  offering,  $50  mil- 
lion, and  the  third-best  gain,  31%,  for 
the  quarter.  Sequoia  Systems,  which 
manufactures  fault-tolerant  comput- 
ers, fell  1 7%  after  going  public  Mar.  6. 

The  best-performing  new  issue  of 
the  quarter  was  Intera  Information 
Technologies,  a  Calgary,  Alta.  compa- 
ny that  makes  reconnaissance  maps 
for  oil  exploration. 

Notes:  Initial  public  offerings  of  common  equities  with  offer  date  of  1/1/90  to  3/31/90,  offering  price  of  $2.50  or  more  and  offering  value  of  $,S  million  or  more.  Closcd-cnd  funds, 
limited  partnerships,  and  ADS  (American  DeDOSitar>-  Shares|  of  corporations  already  traded  in  foreign  countries  are  excluded  as  are  reits  and  spinoffs.  'Last  quarter  'The 
percenuge  by  which  the  ending  value  of  $100  invested  in  the  stock  exceeds  the  ending  value  of  $ltKI  invested  in  the  market.  'Subsidiary  of  Paini-Wcbbcr  ■'Latest  12  month* 
Source:  Securities  Data  Co. 


The  worsfi 

Company/business 

Offer 
price 

Offering 
($mil) 

Lead 

underwriter 

Performance  to  date 
absolute       rel  to  mKt^ 

Sequoia  Sys/computer  equip 

9'/2 

$18 

Merrill  Lynch 

-17% 

-18% 

Henley  Intl/surgical  instruments 

8 

8 

Rotan  Mosle^ 

-16 

-15 

Tuboscope/oilfield  svcs 

8'/2 

47 

PaineWebber 

-9 

-10 

MAF  Bancorp/bank  holding 

8'/2 

8 

Merrill  Lynch 

-4 

-2 

Civic  Bancorp/bank  holding 

13'/2 

7 

Keefe,  Bruyette 

-4 

-6 

The  most  active  investment  banker 

4 

Industries  going 

public' 

Total 
Underwriter                       offerings 

Total 
raised 
($mil) 

Industry 

Total 
offerings 

Total 
raised 
(Smil) 

Goldman,  Sachs                      10 

$854 

Publishing 

2 

$483 

Alex  Brown  &  Sons                   17 

365 

Computer  equip 

6 

205 

First  Boston                               4 

351 

Computer  software 

10 

196 

Merrill  Lynch                          10 

337 

Oil  producer 

1 

182 

Smith  Barney                             6 

228 

Supermarkets 

2 

159 
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Wherever  your  business  takes  you, 
with  Alamo,  all  the  miles  are  nee. 


There's  only  one  place  you  can  do  business  in  Imlay  Nevada.  At  The  Village  Store  you  can  buy  a  quart  of  milk,  a  dozen  eggs,  or 
a  box  of  live  bait.  You  can  rent  an  old  movie,  make  a  copy  of  your  resume,  or  just  sit  out  front  and  watch  the  world  go  by 


SPACE  CENTER 

NO  ADMITTANCE 


y'^  'i-      -N. 


The  last  thing  you  want 
to  do  when  you're  on 
the  road  is  spend  a  lot 
of  time  renting  a  car. 
Why  not  join  Alamo 
Express'"?  It's  our 
fastest  and  easiest 
way  to  rent  and  return  a  car. 


■^■:- 


I  Vr^*^ 


If  you  have  business  in  Houston,  we 
can  help  you  get  there.  But,  while  we  do 
have  90  locations,  they  are  limited 
tojust  one  planet. 


Alamo  features  fine  General  Motors  cars  like  this  Buick  Park  Avenue. 
All  with  unlimited  free  mileage,  every  day,  at  every  one  of  our  90 
locations  in  the  U.S.  and  Great  Britain.  For  reservations  call  your 
Professional  Travel  Agent  or  call  Alamo  directly  at  1 -800-00- ALAMO. 


The  Funds 


Our  advice  to  forlorn  holders  of  junk  bond 
mutual  funds:  Hold.  To  others:  Buy.  The 
recent  market  collapse  has  squeezed  out  a 
lot  of  the  risk  in  a  junk  portfolio. 

Why  ^ou  should 
buy  junk  now 


By  William  Baldwin 


THE  TIME  TO  BUY  stocks  IS  when 
fear  is  pervasive — when  your 
hand  trembles  as  you  reach  for 
the  phone  to  call  your  broker.  Read 
the  headlines  being  printed  about 
high-yield  bonds  these  days  and  you 
probably  are  that  fearful.  The  leading 
junk  broker  goes  bankrupt,  the  thrifts 
are  under  federal  mandate  to  liquidate 
their  junk  bond  portfolios,  the  Securi- 
ties &.  Exchange  Commission  is  in- 
vestigating whether  fund  managers 
took  kickbacks  from  Drexel  to  buy 
junk,  and  some  big  issuers  of  junk 
bonds  are  in  default  or  on  the  verge  of 
it.  The  fear  is  there.  It  is  a  buy  signal. 
If  you  don't  like  psychological  sig- 
nals, go  for  this  fundamental  one: 


Jimk  yields  are  averaging  almost  sev- 
en percentage  points  above  Treasury 
yields.  That  spread  is  wide  enough  to 
offset  the  high  (4%  last  year)  and 
growing  default  rate. 

But  don't  buy  individual  junk 
bonds.  It  is  almost  impossible  to 
know  which  are  sound  and  which  are 
not.  Furthermore,  unscrupulous  issu- 
ers are  going  to  try  to  force  a  lot  of 
junk  bond  holders  to  surrender  their 
bonds  at  prices  way  below  par.  When 
we  say  buy  junk,  therefore,  we  mean 
junk  bond  funds.  Let  the  fund  profes- 
sionals weigh  the  credit  risks,  fight 
greedy  issuers  and  give  you  the  broad 
diversification  of  hundreds  of  issues. 

Here  are  the  negatives.  Selling  pres- 
sures will  continue  for  a  year  or  two, 
from      several      quarters.      Kenneth 


Thomas,  a  thrift  consultant  in  Miami, 
calculates  that  between  them  the 
thrift  industry  and  the  Resolution 
Trust  Co.  had  $11  billion  of  junk  on 
hand  as  of  Dec.  31,  all  destined  for 
sale.  Further  sell  orders  will  come  in 
from  some  sick  insurance  companies 
and  a  few  junk-fund  shareholders  who 
are  only  now  waking  up  to  their  losses 
of  principal. 

t  At  the  same  time,  though,  some 
deep  and  patient  pockets  are  putting 
in  buy  orders.  Among  the  rumored 
junk  buyers  are  the  General  Motors 
pension  fund,  cash-rich  raider  Carl 
Icahn  and  various  equity  players  who 
see  junk  as  a  sometimes  cheap  alter- 
native to  equity,  including  fund  man- 
agers Eric  Ryback  of  the  Lindner 
funds  and  Michael  Price  of  the  Mutu- 
al Series  funds. 

"Our  thesis  has  always  been  that 
[junk  bonds]  were  in  effect  equity. 
The  reason  we  didn't  own  them  was 
that  they  were  equities  with  fixed- 
income  returns,"  says  Julian  Robert- 
son, the  hedge  fund  operator.  "But 
now  the  returns  are  better  than  in 
other  equities."  This  very  shrewd  in- 
vestor is  buying  selected  issues. 

How  might  Graham  and  Dodd  view 
the  junk  market,  if  they  were  alive? 
Probably  as  overpriced  a  year  ago  and 
fairly  cheap,  but  not  screamingly 
cheap,  today.  The  following  analysis 
of  the  largest  issuer,  rjr  Nabisco, 
comes  courtesy  of  Patrick  Duff,  Rob- 
ertson's junk  analyst  at  Tiger  Man- 
agement in  New  York  City: 

rjr's  tobacco  business  should  deliv- 
er operating  profits  (earnings  before 
interest,  taxes  and  depreciation)  of 
$2.9  billion  this  year,  and  would  be 


A  short  list  of  junk  bond  funds 

Recent  price  declines  in  the  junk  market  have  de- 
pressed funds'  historical  returns,  but  ought  to  prime 
them  for  good  returns  in  the  future.  Herewith  the  four 

largest  no-loads  and  the  four  best-performing  out  of  a 
very  large  group  of  load  funds.  Unless  you  need  hand- 
holding  from  a  broker,  stick  to  no-load  funds. 

3-year 
Assets'                               return 
Fund                                                         ($mil)            Cash'       (annualized) 

Yield^               Manager  (years  in  position)                Load 

Expense 
ratio' 

Federated  High  Yield  Trust                     $122              5.8%               1.9% 

15.9%             JT  Madden/Mark  Durbiano  (6)          none 

0.75% 

Fidelity  High  Income  Fund                     1,060             18.3"                0.0 

15.5                Margaret  Eagle  (1|                              none 

0.77 

T  Rowe  Price  High  Yield  Fund                  655              9.9                  1.9 

15.1                Richard  Swingle  (5)                           none 

1.02 

Vanguard  Fixed  Income— High  Yield       817             10.6                 3.0 

13.9                Earl  McEvoy  (6)                                 none 

0.38 

Cigna  High  Yield  Fund                              241               9.7                  3.3 

14.7                Alan  Petersen  (7)                                5.00% 

0.99 

Kemper  High  Yield  Fund                          1,312               2.3                  3.1 

15.1                 William  Buecking  (12) 

Kenneth  Urbaszewski  ( 10)                   4.50 

0.67 

Merrill  Lynch  Corp — High  Income-A       661               9.6                  4.6 

13.8                Vincent  Lathbury  III  (12)                     4.00 

0.66 

Oppenheimer  High  Yield  Fund                 640              9.0                 4.9 

14.1                Ralph  Stellmacher  (2)                         6.75 

0.90 

'Figures  as  of  Mar.  30.     \zsk  M  nn.-TMhs  income  dividends,  divided  by  recent  net  asset  value.     ^Annual  expenses  as  percent  of  net  assets,  latest  fiscal 
"As  of  Jan.  31 

year. 

1 

™ 

«0 
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Top.  left  10  righl:  Commander  Robert  E.  Peary,  firsi  to  reach  ihe  North  Pole  I^IW  ChriMophtr  Columbus.  You  know  who  he  was  and  what  he  did.  U.S.  Astronaut  in  first  self-propelled,  unielhered  spacewalk.  Bottom,  left  to  right:  Henry 
Hudson.  English  navigator,  discoverer  of  Hudson  River.  1609.  Meriwether  Lewis,  led  expedition  with  William  Clark  to  the  Pacific  Ocean.  1804-1806.  Ferdinand  Magellan,  whose  fleet  was  first  to  circumnavigate  Ihe  globe.  1521. 


SOMEnMEaiO  DO  REMiyWELLVDU  HHIEIO 
GnOOTOFVDUR  OVIM  BACKIOUHL 


Among  those  who've  accomphshed  a  lot     anywhere  in  the  world  where  the  returns  are 
in  the  world,  not  many  were  exactly  home-        highest.  Which  helps  explain  why  Dreyfus 
bodies.  Which  is  just  as  tme  of  making  money     Worldwide  is  the  highest  yielding  money 
as  it  is  in  other  fields  of  endeavor.  ma±et  ftind.  *  Yet  all  it  takes  to  join  is  $2,500. 

That's  why  the  Dreyfus  Worldwide  Dollar  And  because  these  instmments  are  dollar 

Money  Market  Fund  doesn't  just  seek  out  i|y|.  /•       -w-WJ     1J      'J     "p\    || 

financial  instmments  here  at  home,  but     .^rCylllS  WOl^iClWlClC  U0113]r  read  it  carefiilly  before  investing 

The  highest  yielding  money  market  fund. 

*Source  IBC/Donoghue  Money  Fund  Report,  cumulatively  since 
fund's  inception  2/23/89  -  2/  28  90  Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results.  Fund  expenses  are  being  absorbed  for  a  period  of  time. 


denominated,  they're  immune  to  fluctuations 
in  currency  exchange  rates. 

Dreyfus  Worldwide  not  only  proves  again 
that  the  world  isn't  flat,  it  also  proves  your  returns 
don't  have  to  be,  either.  For  a  free  prospectus, 

call  1-800-782-6620  ext.  2369.  Please 


$200 


175 


100 


wiiiu!  M.  ■  ciiiiCi)  iliat  tv'  ,1  buyer,  or  $13 
hillion.  The  food  busiaess  will  do  just 
ovei  $1  billion  this  year  and  is  worth 
SS  billion  Al!  told,  you  have,  stacked 
on  a  business  worth  i21  billion,  a  $23 
billion  pile  ■  i  debt — figured  at  face 
value,  that  is.  But  the  publicly  owned 
RjR  paper  has  been  trading  at  between 
65  and  90  cents  on  the  dol- 
lar. Counting  at  face  value 
the  bank  loans  that  have 
first  oiaim  on  the  assets, 
the  market  value  of  rjr 
debt  totals  less  than  $18 
billion.  The  company  is 
worth  more  than  that. 

Duff  doesn't  necessarily 
think  that  Kohlberg  Kravis 
Roberts  overpaid  to  get  this 
company,  or  that  the  public 
that  was  sucked  into  the 
junk  bonds  at  close  to  100 
cents  on  the  dollar  also 
overpaid.  But  even  if  you 
think  they  did,  you  might 
agree  with  Duff  that  the 
company  is  somewhat  un- 
dervalued on  Wall  Street. 

Here's  the  rundown  on 
usG  Corp.,  the  Sheetrock 
company,  from  Brian  Bo- 
gart,  a  junk  analyst  in  the 
Montpelier,  Vt.  office  of 
McCarthy  Crisanti  Maffei. 
Market  value  of  debt,  again 
with  the  banks  assumed  to 
be  holding  paper  at  par,  is 
$2.1  billion.  Market  value 
of  the  common  is  around 
$220  million.  Total  market 
capitalization,  $2.3  billion. 
The  company  earned  $383 
million  in  operating  in- 
come last  year,  and,  despite 
some  worries  about  asbes- 
tos litigation,  would  be 
worth  six  times  that,  or 
$2.3  billion,  to  an  acquirer. 
Bogart  has  a  buy  recom- 
mendation on  the  senior 
subordinated  13 'As  of  2000 
at  a  recent  price  of  STVi.  If 
Bogart's  calculations  are 
correct,  these  bonds  ought 
to  be  worth  close  to  par  in  a 
liquidation.  Definitely  not 
a  steal,  but  still  good  value. 

The  opportunities  would 
be  better  if  sellers  were  des- 
perate and  bonds  couldn't 
find  bids.  But  the  panic  selling  seems 
to  be  behind  us.  The  Fidelity  High 
Income  Fund  is  down  to  just  over  $1 
billion  in  assets,  from  a  peak  of  $1.7 
billion,  but  its  net  asset  value  per 
share  has  leveled  off  after  months  of 
decline.  Beginning  a  few  weeks  ago 
new  money  was  coming  in  a  trickle 
faster  than  old  money  going  out.  An 


early  April  survey  by  Fidelity  turned  turns.  Gross  yield  on  bonds,    15%. 

up  the  curious  fact  that  a  majority  of  Fund  overhead,  1%.  Average  aimual 

the  remaining  customers  are  in  the  capital  loss,  2%.  Net  return,   12%. 

fund  for  "appreciation"  rather  than  Not  spectacular  but,  compared  with 

"income."  In  short,  the  old  crowd  of  the  risk,  a  very  good  reward.  And  our 

yield  suckers  has  already  departed.  assumptions   were   pretty   conserva- 

Should    you    expect    appreciation  tive.  If  the  market  can  absorb  the 

from  a  junk-fund  investment?  Some  overhang  of  junk  from  distressed  sav- 
ings and  loans  and  other 
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The  performance  of  junk 


The  junkiest  of  junk  bonds  have  been  hammered  in 
the  past  year.  The  junk  group  as  a  whole  has  suffered 
only  a  mild  correction,  however. 


Ratio  scale 


Value  of  $100  invested  12/31/84, 
Merrill  Lynch  index  of  high  yield  bonds ' 
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The  popularity  of  junk 


As  of  February,  investors  were  still  dumping  junk 
fund  shares.  By  now,  the  panic  may  be  largely  over. 
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Interest  reinvested 
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3-month  moving  average,  open  end  funds  only. 
Sources;  Merrill  Lynch  et)  Co-,  Investment  Company  Institute 


speculative  bonds  will  double  in 
price,  but  a  lot  of  others  v/ill  continue 
downward  as  companies  report  oper- 
ating profit  declines.  But  even  if  an 
investment  merely  holds  its  value 
over  a  couple  of  years,  the  current 
returns  in  the  14%  range  make  them 
an  interesting  buy. 
Here's  a  rough  forecast  of  junk  re- 


sellers, yields  could  edge 
downward  over  the  next 
few  years.  That  would  add  a 
sweetener  to  what  is  al- 
ready a  good  return. 

But  even  12%  is  not  bad 
at  all.  Treasury  bonds  yield 
about  8.5%.  Stocks  have 
averaged  real  (net  of  infla- 
tion) total  returns  of  not 
quite  7%  since  the  1920s, 
suggesting  that  expected  re- 
turns now,  with  iiiflation  at 
about  5%,  should  be  pegged 
in  the  12%  area.  (The  out- 
size return  on  stocks  in  the 
last  decade  is,  if  anything,  a 
reason  to  expect  subnormal 
returns  now.)  A  junk  port- 
folio, in  sum,  could  easily 
tie  or  beat  stocks  this  de- 
cade, and  with  slightly  less 
risk.  Note  in  the  top  chart 
that  the  junk  crash  of  the 
past  year  really  hit  the  low- 
est-quality paper;  the  over- 
all market  had  only  a  mild 
correction. 

One  caution:  taxes.  Junk 
has  the  unappealing  habit 
of  combining  abnormally 
high  and  fully  taxable  inter- 
est income  with  not  always 
deductible  capital  losses. 
Inside  an  ira  or  401  (k)  ac- 
count, this  is  not  a  prob- 
lem. Outside,  it  can  be  one. 
What  if  you  already  own 
(outside  an  ira)  junk  bond 
funds  with  a  big  capital  loss 
but  are  reluctant  to  sell 
now  and  miss  the  yields?  In 
this  case,  switch  from  one 
no-load  junk  bond  fund  to 
another.  Capital  losses  can 
shelter  any  amount  of  capi- 
tal gains  and  up  to  $3,000  of 
ordinary  income. 

The  table  on  page  440 
lists  all  four  of  the  no-load 
junk  funds  with  at  least 
$100  million  in  assets  and  the  four 
load  funds  with  the  best  returns  since 
1987.  It  should  not  be  taken  as  evi- 
dence that  load  funds  outperform  no- 
loads.  There  just  happen  to  be  a  lot 
more  load  funds  around.  If  you  know 
what  you're  doing,  you're  better  off  in 
a  no-load.  You  can  take  capital  losses 
without  paying  a  commission.  ■ 
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$350,279 

(Total  value  on 
December  31,  1989) 


A  $10,000  investment  on 
December  31,  1974 


Dorft  settle  for  borderiine  results. 


Twentieth  Century  Growth  Investors 


Average  Annual  Total  Return  as  of  December  31,  1989 

43.1*      21.5*      17.9*      26.7* 

1  Year       5  Years      10  Years     15  Years 


Call  toll-free: 

1-800-345-2021 


R  0.  Box  419200 
Kansas  City,  MO  64141-6200 


Data  quoted  represents  past  performance.  Investment  return  and  principal  value  will  fluctuate,  and 
redemption  value  may  be  more  or  less  than  original  cost.  Performance  results  assume  reinvestment  of  all 
distributions.  For  complete  information  about  Twentieth  Century  Investors,  including  charges  and 
expenses,  call  for  a  free  prospectus.  Please  read  the  prospectus  carefully  before  investing. 


No -Load  Mutual  Funds 


IWO  Twrnticlh  Century  Invi-slors.  In. 


This  announcement  appears  as  a  matter  of  record  only. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Webennan 


First  there's  credit  risk.  Then  there's  inter- 
est rate  risk.  And  now  we've  got  a  new 
one:  regulatory  risk. 

so,  SUE  ME 


collateral  was  being  liquidated. 

It  was  all  very  unsettling  to  inves- 
tors, to  the  bond-rating  agencies, 
which  prepared  to  downgrade  the 
bonds,  and  to  me,  since  I  had  recom- 
mended these  bonds  only  a  few 
weeks  earlier  (Forbes,  /pr.  2). 

How  could  the  govenmient  pull 
this  off?  After  all,  when  you  sign 
over  collateral  (such  as  a  house)  to  a 
bank  to  get  a  loan,  that  collateral 
covers  not  just  the  principal  but  un- 
paid interest,  too.  These  collateral- 
ized mortgage  bonds  were  the  same. 

Not  only  that,  but  the  govern- 
ment itself  had,  when  these  bonds 
were  issued,  reassured  buyers  that 
they  were  fully  protected  by  the  col- 
lateral. So  said  letters  of  opinion 
from  the  Federal  Home  Loan  Bank 
Board  and  the  Federal  Savings  & 
Loan  Insurance  Corp.,  both  now  de- 
funct. And  now  we  had  the  govern- 
ment saying,  in  effect,  "So,  sue  me." 

After  a  week  of  panic  on  Wall 
Street,  the  government  relented. 
The  RTC  announced  that  interest 
due  on  mortgage-backed  bonds 
would  be  paid,  including  interest  on 
Franklin  Savings  Association  and 
CenTrust  Savings  Bank  bonds. 

At  this  point  I  have  a  somewhat 
cynical  view  of  why  rtc  Chairman 
William  Seidman  overruled  the 
sharp  young  attorneys  on  his  staff.  It 
was  not  necessarily  a  matter  of  hon- 
or. He  may  have  been  impelled  by 
nothing  more  than  the  knowledge 
that  RTc's  affiliate,  Refcorp,  will 
soon  return  to  Wall  Street  to  sell  up 
to  $100  billion  of  paper.  A  reputa- 
tion as  a  welsher  could  cost  the 
agency  millions  more  in  interest 
than  it  would  pocket  by  short- 
changing Franklin's  bondholders. 

From  this  unsavory  episode  we 
can  draw  two  lessons.  One  is  that 


Remember  those  days  of  yore  when 
a  person's  word  was  his  bond  and  a 
bond  was  an  obligation?  When  a 
debtor  who  didn't  pay  would  see  his 
property  repossessed?  "They  hired 
the  money,  didn't  they?"  Calvin 
Coolidge  once  declared  sourly  when 
asked  to  sympathize  with  England 
and  other  countries  that  had  in- 
curred war  debts. 

Well,  hiring  money  doesn't  mean 
what  it  used  to  mean.  The  current 
Bankruptcy  Act  treats  deadbeat* 
debtors  with  great  mercy.  African 
and  Latin  American  politicians  run 
for  office  promising  to  stiff  the 
banks.  "You  hired  the  money, 
didn't  you?"  To  which  creditors  re- 
ply, "Yeah,  but  paying  it  back  in  full 
would  be  inconvenient." 

The  latest  stiff-arming  of  credi- 
tors occurred  recently  at  the  hands 
of  the.  Resolution  Trust  Corp.,  the 
federal  thrift  liquidator,  rtc  an- 
nounced that  it  wasn't  required  to 
pay  interest  accruing  on  certain 
well-collateralized  bonds  issued  by 
failed  savings  and  loans.  The  bond- 
holders' principal  is  im questionably 
protected  by  the  collateral,  which 
consists  of  home  mortgages,  rtc, 
though,,  was  saying  it  might  skip  a 
few  interest  payments  while  the 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


in  evaluating 
Often  the  only 
corporation,  a 
or  a  sovereign 


we  must  add,  to  the  traditional 
bondholder  risks  of  credit  quality 
and  interest  rate  changes,  what  you 
might  call  regulatory  risk.  This  is 
the  risk  that  a  policy  shift  by  a  gov- 
ernment agency  could  undermine 
the  assumptions  on  which  you 
bought  a  bond.  Or  a  court  ruling. 
Remember  what  happened  to  the 
poor  folks  who  bought  Washington 
Public  Power  Supply  Systems 
("whoops")  projects  4  and  5  at  par? 

The  other  lesson  is  that  a  debtor's 
motivations  should  be  one  impor- 
tant consideration 
fixed-income  paper, 
thing  that  keeps  a 
government  agency 
nation  honest  is  the  prospect  that  it 
may  have  to  return  to  the  capital 
markets  for  Aiore  money.  A  borrow- 
er that  won't  be  coming  back  is  a 
dangerous  borrower. 

For  now,  it  is  not  in  rtc's  interest 
to  stiff  creditors.  The  mortgage- 
backed  bonds  are  safe  (subject  to 
cautions  mentioned  in  the  earlier 
column,  such  as  staying  away  from 
issues  trading  at  over  100).  Let's 
move  on  now  to  a  risk  cited  only  in 
passing  above:  interest  rate  risk. 

This  risk  cuts  two  ways.  Go  short 
in  search  of  safety  and  you  risk 
missing  out  if  rates  fall.  Go  too  long 
and  you  may  react  badly  if  rates 
spike  up  for  a  while — you  may  sell 
after  a  temporary  drop  in  prices.  In 
these  times  the  middle  way  is  the 
safest.  Aim  for  a  portfolio  with  a 
duration  of  four  years,  achievable 
with  a  mix  of  three-month  T  bills 
cashable  on  short  notice  along  with 
some  noncallable  (e.g.  Treasury) 
bonds  due  in  ten  years. 

Duration  is  loosely  related  to  ma- 
turity but  is  really  a  measure  of 
market  volatility.  A  cd  paying  all 
interest  at  maturity  and  due  in  four 
years  has  a  duration  of  four  years.  So 
does  a  Treasury  strip  due  in  four 
years.  But  a  bond  with  a  five-year 
coupon  has  a  duration  of  four  years, 
since  some  of  your  money — the  in- 
terest payments — comes  in  earlier. 

Here's  what  duration  means  for 
price  volatility.  If  interest  rates  rise 
one  percentage  point,  a  portfolio 
with  a  duration  of  four  years  will 
fall  in  value  about  4% .  Rates  should 
fall  this  year,  but  during  the  period 
they  could  shoot  up,  so  if  you  have  a 
four-year  duration,  your  portfolio 
could  lose  4%  of  its  value.  Can  you 
live  with  that?  If  you  can,  you  don't 
have  to  cower  at  the  short  end  of  the 
maturity  spectrum — and  risk  miss- 
ing out  on  the  next  bond  rally.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


The  market  for  new  junk  bonds  has  dried 
up,  hut  the  junk  holders  still  get  fleeced. 

NEVER  GIVE  A 

JUNK  HOLDER 

AN  EVEN  BREAK 


lowers  and  imitators  hyped  the  high 
returns  and  the  low  default  rate  on 
below-investment-quality  bonds. 
They  backed  the  hype  with  well- 
researched  academic  reports  over 
many  decades:  the  Hickman  study 
(1900-45)  and  T.R.  Akinson's  report, 
which  updated  it  (1945-65).  These 
studies  showed  junk  bonds  had  an 
annual  default  rate  of  only  2% . 

What  Milken  and  the  other  jimk- 
ies  tended  to  ignore  was  that  this 
older  debt  was  entirely  different 
from  the  junk  issues  they  put  out  in 
the  late  Seventies  and  Eighties.  The 
earlier  debt  in  most  cases  had  either 
asset  or  interest  coverage,  which 
was  why  the  returns  were  so  good. 
In  the  Eighties  Drexel  and  others 
sold  debt  of  markedly  inferior  quali- 
ty— often  with  little  or  no  interest 
or  asset  coverage.  The  new  junk  was 
definitely  inferior  to  the  old  junk. 

So  much  inferior,  in  fact,  that  a 
recent  study  of  Drexel  offerings  for 
eight  years  from  the  late  Seventies 
to  the  mid-Eighties  showed  that 
when  restructurings  (where  bond- 
holders might  get  20  to  30  cents  on 
the  dollar)  were  included  along  with 
defaults,  the  real  default  rate  was 
much  closer  to  50% — more  than  tri- 
ple their  claim.  Quite  a  difference. 
Even  returns  of  14%  to  15%  or  more 
on  the  new  junk  were  not  nearly 
enough  to  offset  this  kind  of  risk. 

Speaking  of  restructuring  of  de- 
faulted junk  bonds,  right  now  it  is 
one  of  the  hottest  confidence  games 
being  played  on  The  Street.  In  the 
old  days  when  a  company  was  in 
trouble,  the  debt  holders  had  a  first 
call  on  earnings  and  assets.  The  eq- 
uity holders  were  at  the  bottom  of 
the  pecking  order,  receiving  only 
the  leftovers  after  all  debt  was  paid 
in  full.  This  is  why  the  Hickman 


Is  it  time  to  invest  in  junk  bonds? 
Even  with  prices  way  down — and 
yields  way  up — there  are  dangers. 

There  is  a  big  lack  of  liquidity  in 
junk  markets.  With  Drexel  recently 
abandoning  its  quotations  on  4,000 
issues  there  are  virtually  no  mar- 
kets in  size  for  hundreds  of  smaller 
companies.  The  poor  liquidity  is 
compounded  by  the  Resolution 
Trust  Corp. — now  the  nation's  larg- 
est owner  of  junk — having  to  invol- 
untarily liquidate  billions  of  dollars 
of  these  bonds,  as  well  as  stringent 
new  rules  for  the  s&ls  to  reduce  the 
percentage  of  junk  they  own. 

Many  of  the  above  institutions 
have  already  sold  their  more  liquid 
holdings.  Wliat  is  often  left  are  posi- 
tions in  scores  of  smaller  issues 
with  limited  marketability  at  best. 
When  the  second  shoe  drops,  I  ex- 
pect it  to  hit  every  bit  as  hard. 

As  the  junk  market  continues  to 
unravel,  it's  become  more  than  ob- 
vious that  Drexel  and  other  firms 
blatantly  understated  the  high  de- 
fault rates  for  their  junk.  How  did  so 
many  institutional  investors  swal- 
low this  major  misrepresentation? 
Because  Michael  Milken,  his  fol- 

David  Iceman  is  tnanafiin^  director  of 
Dreman  Value  Management,  LP.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


and  follow-up  reports  showed  that 
investing  in  unrated  bonds  was  so 
successful  over  50  years.  When  a 
company  defaulted  on  debt  in  the 
past,  the  debt  holders  in  effect 
owned  the  company. 

However,  with  the  new  gang  of 
junkies  corporate  restructuring  has 
taken  on  an  entirely  different  mean- 
mg,  which  has  persisted  even 
though  Milken  and  Drexel  are  Wall 
Street  history.  In  today's  restructur- 
ing lawyers  and  investment  bankers 
often  get  huge  fees  for  wiping  out 
the  bulk  of  the  junk  bond  holders' 
interest.  They  know  how  to  retrieve 
an  interest  for  the  big  equity  players 
who  pay  the  fees  and  can  provide 
major  repeat  business.  In  the  new 
game,  debt  holders  are  not  the  first 
claimants;  they  are  only  one  claim- 
ant out  of  many. 

The  recently  proposed  restructur- 
ing of  Southland  Corp.  is  a  classic 
case.  Even  when  revised  down- 
wards, projected  sales  and  earnings 
estimates  proved  too  optimistic  and 
in  little  time  the  company  was  up 
against  the  wall.  The  proposed  re- 
structuring is  estimated  to  offer 
bondholders  22  cents  on  the  dollar 
for  their  debt,  probably  far  less  than 
they  would  receive  if  the  company 
went  into  Chapter  II. 

What  about  the  Thompson  fam- 
ily, which  did  an  lbo  of  the  compa- 
ny, taking  out  $200  million  from 
the  buyout  and  subsequent  equity 
sales?  Not  only  do  the  Thompsons 
get  to  keep  $200  million,  but  they 
also  should  receive  a  projected  30 
cents  on  the  dollar  for  their  com- 
mon stock,  36%  more  than  the 
bondholders. 

Surely  there  are  lots  of  values  out 
there  in  the  bombed-out  ruins  of  the 
junk  bond  market,  but  for  the  aver- 
age investor  on  his  own,  it's  a  dan- 
gerous place,  full  of  unexplodcd 
bombs  and  swarming  with  preda- 
tors. The  individual  investor  is  a  lot 
safer  staying  with  investments  that 
are  understandable  and  have  estab- 
lished records  such  as  stocks  that 
sell  for  low  p/e  multiples. 

Here  are  some  I'd  look  at:  lUmwtt 
Hanks  Inc   (29),  p/e  7,  yield  4.1%; 
Com/KU/  Computer  (96),  p/e  12;  Han 
son  He  (20),  p/e  12,  yield  4.8%;  I'm 
m^(/.Cj(68),  p/e  II,  yield  4.1%;  and 
m//  Corf).  (33),  p/e  1 1,  yield  3.5%. 

Note:  In  my  Mar.  5  column  Fannie 
Mae  was  inadvertently  included  in 
a  list  of  stocks  with  earnings  disap- 
pointments in  1989.  In  fact,  Fannie 
Mae  reported  excellent  results.  ■ 


446 


FOHius  Ai'Hii.ui  i>;s>n 


StockTrendi 


MONEY  &  INVESTMENTS 


By  Ann  C.  Bravni 


Holding  relatively  firm  in  the  face  of 
considerable  adversity,  the  U.S.  stock 
market  looks  good  to  me. 

POLLTANNIE 


legacy  of  corporate  restructuring. 
But  mainly  earnings  should  be 
ahead  of  projections  for  the  simple 
reason  that  business  in  general  was 
better  than  it  was  predicted  to  be. 

Not  only  was  there  no  recession 
in  the  first  quarter,  the  possibility  of 
such  a  downturn  in  gnp  for  the  bal- 
ance of  the  year  has  diminished  con- 
siderably. Recent  revisions  to  eco- 
nomic data  together  with  late 
March  reports  indicating  a  strength- 
ening of  orders  in  selected  indus- 
tries suggest  that  slow  growth  is 
likely  to  continue  at  a  somewhat 
faster  pace  in  the  months  ahead. 

Since  the  U.S.  economy  appears 
on  the  upswing,  money  managers 
could  get  off  their  cash  and  do  some 
serious  stock  buying.  According  to 
reliable  sources,  the  funds  available 
for  equity  purchases  stand  at  a  level 
not  seen  since  the  summer  of  1982, 
shortly  before  the  stock  market 
took  off.  Once  the  buy  sign  is  on, 
my  guess  is  that  stock  prices  will 
move  up  sharply — and  quickly — as 
those  investors  who  held  on  to  their 
shares  through  the  recent  uncer- 
tainties show  a  reluctance  to  sell. 

A  final  reason  the  stock  market 
looks  attractive  has  to  do  with  in- 
terest rates  and  inflation.  While 
many  market  strategists  have  been 
predicting  a  substantial  decline  in 
the  yields  on  U.S.  credit  instru- 
ments over  the  course  of  this  year,  I 
continue  to  have  my  doubts.  For 
one  thing,  the  increased  interna- 
tional demand  for  capital  coupled 
with  the  efforts  of  Japan  and  West 
Germany  to  restrain  their  inflations 
is  limiting  the  ability  of  the  Federal 
Reserve  to  lower  our  interest  rates. 

Second,  the  U.S.  inflation  rate 
will  likely  remain  relatively  high 
because  of  the  way  Congress  is  oper- 


I  can't  help  but  be  optimistic  about 
the  outlook  for  the  U.S.  stock  mar- 
ket after  its  amazingly  strong  show- 
ing in  light  of  recent  worldwide  po- 
litical upheavals  and  financial/ 
economic  downturns.  (Not  to  men- 
tion domestic  difficulties  such  as 
the  continuing  banking  industry 
crises,  assorted  brokerage  house  col- 
lapses and  retrenchments,  big-name 
bankruptcies,  etc.) 

Oh  sure,  the  Dow  Jones  industrial 
average  was  off  1.7%  in  the  first 
quarter.  However,  Tokyo's  Nikkei 
index  dropped  over  23%,  gold  fell 
12%  and  even  long-term  Treasury 
bonds  were  down  nearly  AVi%  on  a 
total  return  basis.  Only  cash  offered 
any  competition  to  equities — and 
savvy  stockpickers  had  little  trou- 
ble beating  this  modest  performer. 

Even  though  I'm  expecting  more 
than  the  usual  number  of  below- 
estimate  corporate  earnings  com- 
parisons for  1990's  first  quarter  ver- 
sus 1989's,  by  and  large,  profits  from 
ongoing  operations  of  the  majority 
of  U.S.  companies  could  come  in 
higher  than  earlier  anticipated.  This 
improvement  is  partly  the  result  of 
aggressive  stock  buyback  programs 
by  many  companies.  Partly  it  is  the 

Ann  C  Brown  is  chief  executii'e  officer  of  the 
equity  euh'isory  arid  portfolio  consulting 
firm  of  A.C.  Broun  &  A<sociates 


ating  in  the  popular  "no-new-taxes" 
environment.  By  passing  legislation 
that  mandates  cleaner  air,  consum- 
er safety,  etc.,  lawmakers  are  shift- 
ing the  costs  of  these  equally  popu- 
lar social  programs  to  the  corpora- 
tions, which  will  have  to  pay  for 
them  by  increasing  prices  if  they  are 
to  protect  their  profit  margins. 
These  "social  value  added  taxes" 
will  keep  the  cost  of  living  from 
falling — and  will  adversely  affect 
the  trade  situation. 

Although  the  stock  market  may 
be  highly  volatile  in  the  near  term, 
the  second  quarter  could  present 
the  best  buying  opporttmities  for 
1990.  I  continue  to  suggest  that  in- 
vestors concentrate  on  the  leading 
companies  in  their  respective  in- 
dustries or  other  top  niche  enter- 
prises. The  world  is  consolidating 
into  a  couple  of  thousand  giant  mul- 
tinational corporations  in  order  to 
realize  the  economies  of  scale  the 
new  freedoms  are  making  possible. 

An  addition  to  the  list  of  compa- 
nies mentioned  in  my  last  colunm 
(Forbes,  Apr.  2]  is  Wm.  Wrigley  (49). 
wwY  is  the  world's  largest  manufac- 
turer of  chewing  gum  and  has  more 
than  quadrupled  its  profits  over  the 
last  decade.  The  stock  price  is  down 
from  its  1990  high  of  57  per  share 
and  could  sell  in  the  $60-to-$65-per- 
share  range  a  year  from  now. 

Woolworth  Corp.  (61)  reported  fis- 
cal (January)  earnings  of  $5.11  per 
share,  which  was  higher  than  most 
analysts  were  expecting.  More  than 
half  of  z's  earnings  come  from  over- 
seas— including  significant  West 
German  operations,  which  could 
easily  expand  eastward.  Preliminary 
earnings  estimates  for  1990  are 
around  $5.75  per  share. 

Medtronic  (62)  is  the  largest  manu- 
facturer of  implantable  biomedical 
devices  in  the  world,  mdt  has  a 
strong  growth  record  and  could  re- 
port earnings  of  $4  per  share  for  the 
fiscal  year  ending  this  month.  Next 
year  $4.60  looks  likely. 

Two  stocks  from  m/  latest  trip  to 
London:  Reuters  Holdings  adr  (54 
o-t-c)  continues  to  show  eps  growth 
of  20%  per  year  as  the  world's  lead- 
ing financial  news  service.  A  host  of 
new  products  should  help  rtrsy 
keep  this  growth  rate  for  the  fore- 
seeable future.  Saatchi  &  Saatchi  (6), 
the  world's  largest  advertising  agen- 
cy, got  into  difficulties  by  over- 
spending but  is  making  progress 
controlling  costs.  Risk-oriented  in- 
vestors have  a  chance  for  a  double  in 
SAA  by  1992.  ■ 
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MONEV  k  INVESTMENTS 


Here  5  a  hot  neiv  gnmnick:  intraday  trad- 
ing advice  via  900-number  phone  ser- 
vices. Where  are  the  customers  nickels? 

THANKS  BUT 
NO  THANKS 


By  Mark  Hnlbert 


As  most  children  know,  the  tiger 
who  too  quickly  chases  his  own  tail 
turns  into  butter.  Something  simi- 
lar often  happens  to  investors  who 
trade  frenetically  in  pursuit  of 
short-term  profits.  They  may  not 
turn  to  butter,  but  they  can  lose 
their  money  fast. 

Despite  this  being  the  case,  the 
trend  toward  a  shorter  and  shorter- 
term  investment  focus  has  been 
dramatic.  In  1980,  when  I  first  be- 
gan monitoring  newsletter  perfor- 
mance in  my  Hulbert  Financial  Di- 
gest, only  a  handful  of  newsletters 
used  telephone  hotlines  to  update 
their  advice  between  issues,  and 
even  then  those  hotlines  rarely 
were  updated  more  than  once  or 
twice  y  week.  Today?  More  than 
I'llf  of  the  i20-plus  newsletters  I 
trai.'-  mail  i  hone  hotlines. 

The  ":'tes  ^  is  for  advisers 

to  use  ':■■    -n.  telephone  hot- 

lines to  upd.r  ',  ,\  at  least 

daily.  Some  u^:  i£  r. .  e  four 

or  more  times  each  ^uy. 

The  benefits  to  t'  •  --  riewslet.er 
publishers  are  obviu  caP  to  a 

900  number  typically  ds;-;  i2  foi 
the  first  minute  and  $1  for  e-  ■> 


Mark  Hulbert  is  editor  of  the  Alexandr  uj . 
Va.-based  Hulben  Financial  Digest.  His 
newest  book  is  The  Hulben  Guide  to  Finan- 
cial Newsletters  (Probus  Publishing) 


minute  thereafter.  Those  dollars 
quickly  add  up  when  there  is  a  re- 
corded message  at  the  other  end. 
Some  advisers,  for  example,  cur- 
rently are  generating  $50,000  a 
month  or  more  in  revenue  from 
their  900-number  updates.  Brokers 
also  like  the  increased  commissions 
such  quick  trading  produces. 

If  I  wanted  to  be  kind,  I'd  say  that 
benefits  to  the  investor  are  obscure, 
however.  If  I  wanted  to  be  blunt,  I'd 
say  most  of  these  services  are  a 
waste  of  money.  Most  of  the  advis- 
ers with  the  shortest-term  focus 
have  dismal  long-term  records.  Cur- 
rently, among  the  120  whose  news- 
letters I  monitor,  there  are  nine  ad- 
visers who  use  900-number  services 
for  daily  updates.  Only  one  of  their 
newsletters  has  any  claim  to  have 
beaten  the  market  by  my  count:  Pe- 
ter Eliades'  Stockmarket  Cycles. 

Consider,  for  example.  Volume  Re- 
versal Survey's  Mark  Leibovit,  who 
this  past  March  started  a  900-num- 
ber service  that  is  updated  three 
times  each  trading  session.  That's 
15  times  each  week,  780  times  a 
year.  If  an  investor  wanted  to  get 
every  one  of  those  updates,  he  or  she 
would  run  up  an  annual  bill  (assum- 
ing a  two-minute  message)  of 
$2,340.  Hope  springs  eternal,  I 
guess.  According  to  my  hfd,  a  port- 
folio that  faithfully  followed  each 
one  of  his  newsletter's  recommen- 
dations over  the  three  years  from 
1987  to  1989  lost  18.5%,  during  a 
time  when  the  s&p  500,  on  a  total- 
return  basis,  gained  61.3%. 

Or  take  Mason  Sexton,  editor  of 
Harmonic  Research,  who  updates  his 
900-number  telephone  hotline  four 
t  mes  every  trading  session  (annual 
revenue  per  caller:  $3,120).  For  the 
>vo  years  through  the  end  of  1989, 


according  to  my  hfd,  a  portfolio  that 
executed  every  one  of  his  recom- 
mended commodity  futures  trades 
lost  26.9%,  compared  with  the  s&j' 
500's  total  return  of  53.3%. 

Peter  Eliades  is  the  exception. 
Stockmarket  Cycles  has  indeed  beaten 
a  buy-and-hold  strategy  over  the 
last  five  years.  But  even  this  is  true 
only  of  Eliades'  pure  timing — not  of 
hi%  actual  selections  of  stocks  and 
mutual  funds. 

Given  such  poor  past  perfor- 
mances, why  should  anyone  call  for 
intraday  updates?  The  advisers' 
standard  response  is  that  it  is  unfair 
to  judge  their  900-number  services 
by  performance  achieved  during  a 
period  when  they  did  not  have  intra- 
day updates.  Their  model  portfolios 
would  have  performed  much  better, 
they  tell  investors,  if  only  they  had 
had  the  ability  to  change  them  at 
any  point  during  the  day. 

I'm  not  convinced,  however.  The 
McKeever  Strategy  Letter's  James 
McKeever  used  the  same  argument 
in  1987  when  trying  to  account  for  a 
disastrous  trade  in  the  commodity 
futures  market  that  cost  his  portfo- 
lio nearly  half  its  value.  Despite  in- 
augurating a  telephone  hotline  soon 
thereafter,  his  portfolio  continued 
to  have  its  problems:  When  McKee- 
ver discontinued  it  this  past  Octo- 
ber it  had  managed  to  lose  more 
than  half  its  start-of-year  value  (see 
my  Dec  IL  1989  column). 

Part  of  the  reason  investors  call 
these  900-number  intraday  updates, 
I'm  convmced,  is  simply  that  they 
exist.  Traders  with  large  positions 
in  options  or  commodities,  for  ex- 
ample, are  particularly  anxious; 
they  form  a  captive  audience  that  is 
unable  to  avoid  calling  one  or  more 
of  these  updates  every  hour  or  two. 
After  all,  one  of  these  advisers  just 
might  know  something  that  could 
make  all  the  difference  for  their 
trades.  And  m  any  case,  these  ner- 
vous Nellies  ask,  shouldn't  they 
know  what  these  advisers  are  advis- 
mg  everyone  else  to  do  with  their 
options  or  futures  positions? 

But  to  me  the  evidence  is  clear 
that  it  is  the  adviser,  the  broker  and 
the  phone  company — but  not  the 
investor — who  benefit  the  most 
from  the  increasing  reliance  on  900- 
number  telephone  hotline  intraday 
updates.  The  money  the  investor 
pays  for  these  calls  is  perhaps  the 
least  of  its  cost  to  him;  think  of  how 
much  more  he  or  she  could  lose 
following  the  advice  he  or  she  is 
paying  for.   ■ 
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F.P.  SPECIAL  ASSETS  LIMITED  0 

HONG  KONG,  February  22,  1990.— F.P  Special  Assets 
Limited  ("FPSAL")  (OTC),  the  Hong  Kong  based  public  listed 
company  associated  with  First  Pacific  Company  Limited  which 
invests  as  an  active  principal  in  undervalued  assets  and 
special  situations  in  properties  and  public  listed  and 
private  companies  in  the  Asia/Pacific  Region,  reported  that 
consolidated  earnings  after  taxation  for  the  year  ended 
December  31,  1989  increased  by  36  percent  to  US$3,407 
million  compared  with  US$2,511  million  for  1988.  Fully 
diluted  earnings  per  American  Depositary  Receipt  ("ADR") 
increased  by  23  percent  to  US$1.65  compared  with  US$1.34 
for  1988. 

Total  assets  were  US$75,305  million  compared  with 
US$75,351  million.  Net  assets  decreased  by  5  percent  to 
US$50,326  million  compared  with  US$52,931  million  as  at 
December  31, 1988.  Net  asset  value  per  ADR  (undiluted  for 
warrants)  decreased  by  8  percent  (adjusted  for  dividend 
payments)  to  US$27.17  compared  with  US$30.19  as  at 
December  31,  1988. 

In  line  with  the  Company's  new  policy  of  paying  an 
increased  dividend  of  25  percent  of  all  realized  gains,  the 
Board  of  Directors  of  FPSAL  has  declared  a  special  interim 
dividend  in  lieu  of  final  of  US$0.45  per  ADR.  This  represents 
an  increase  of  200  percent  compared  with  US$0.15  per  ADR 
in  1988. 

Robert  L.  Meyer,  Managing  Director  of  FPSAL,  said  he  was 
satisfied  with  FPSAL's  performance  to  date;  "FPSAL  has 
increased  its  net  asset  value  per  ADR  by  500  percent  during 
the  four  year  life  of  the  Company.  We  have  managed  to 
sustain  the  Company's  consistent  level  of  profitability 
despite  major  market  adjustments  in  the  wake  of  political, 
problems  in  China  and  the  Philippines  during  1989.  These 
events  have  adversely  affected  the  valuations  of  our  invest- 
ments in  Hong  Kong  and  the  Philippines  where  we  have, 
respectively,  46  percent  and  20  percent  of  our  total  assets." 

Mr.  Meyer  highlighted  FPSAL's  31.5  percent  ownership  in 
First  Pacific  Networks,  Inc.  ("FPN")  of  Sunnyvale,  California; 
.  "We  are  very  optimistic  about  First  Pacific  Networks.  FPN 
has  explosive  commercial  potential  because  its  proprietary 
product  provides  interactive  multimedia  communications  by 
carrying  and  interconnecting  voice,  high  speed  data  and  full 
motion  video  on  one  wire  without  restricting  speed,  accuracy 
or  capacity.  This  multi-patented,  revolutionary  technology 
allows  companies  to  combine  their  phone  systems,  comput- 
er networks  and  video  systems  into  one  communications 
network  which  ^'streamlines  usage  and  saves  money  for 
commercial  and  residential  users  alike.  FPN  began  small 
quantity  shipments  to  its  initial  corporate  customers,  the 
United  States  government  and  military,  universities  and 
telephone  companies  last  year.  By  mid  1990,  FPN  is 
expected  to  be  shipping  in  significant  volumes  to  a  broad 
range  of  customers  in  the  United  States." 

Mr.  Meyer  added,  "We'll  continue  to  grow  FPSAL  and 
manage  the  Company  for  the  benefit  of  our  long-term 
shareholders.  Our  success  is  largely  predicated  on  our 
ability  to  perceive*  the  intrinsic  asset  value  of  companies 
and  real  estate  in  the  Asia/Pacific  Region  which  the  market 
otherwise  undervalues,  overlooks  or  ignores  and  then  to  take 
active  steps  through  corporate  finance  and  real  estate 
transactions  to  bring  out  the  values  in  these  assets." 


FPSAL  has  completed  corporate  and  property  deals  af- 
fecting assets  in  Hong  Kong,  the  Philippines,  Taiwan, 
Australia,  Singapore,  Thailand,  Indonesia,  China,  Canada 
and  California.  The  focus  of  the  investments  has  been  in  the 
real  estate,  telecommunications,  petroleum  and  mining, 
finance  and  hotel  industries. 

FPSAL  is  associated  with  Asian  based  and  publicly  listed 
First  Pacific  Company  Limited,  a  US$1.7  billion  investment 
and  management  company  with  operations  in  24  countries 
worldwide. 

American  Depositary  Receipts  for  FPSAL  commenced 
trading  over-the-counter  (Pink  Sheets)  in  September,  1987 
on  the  basis  of  1  ADR  per  50  ordinary  shares  of  FPSAL. 
Shearson  Lehman  Hutton  Inc.  (contact;  Thomas  Finnerty 
(212)  640-9300  or  (800)  221-5230)  and  Wertheim  Schroder 
&  Company  Incorporated  (contact:  Terrence  C.  Shea  (212) 
492-6382)  are  market  makers  in  the  ADRs  of  FPSAL. 

SUMMARY  OF  ANNUAL  RESULTS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1989 

Year  Ending       Year  Ending 
December  31,     December  31, 

1989  1988        Percentage 

US$000  US$000  Change 


Total  income 

10.984 

7,438 

+  48% 

Profit  after  tax 

3,407 

2,511 

+  36% 

Fully  diluted  earnings 

per  ADR 

US$1. 65 

US$1.34 

+  23% 

Dividend  per  ADR 

US$0.45 

US$0.15 

+  200% 

Contact;  Ms.  Mae  S.  Wang,  Assistant  Vice  President,  F.P. 
Special  Assets  Limited,  24th  Floor,  Two  Exchange  Square,  8 
Connaught  Place,  Central,  Hong  Kong.  Phone;  (852)  842- 
4274  Fax;  (852)  845-5517  Telex;  74216  FPFHK 


COMMAND  CREDIT  CORPORATION  0 

Rockville  Centre,  N.Y.,  March  21 — Command  Credit  Cor- 
poration has  signed  a  contract  with  First  National  Bank, 
Pierre,  South  Dakota  on  January  11,  1990  to  launch  the 
Command  Xtra  Secured  Credit  (}ard  Program  across  eight 
states  in  the  mid-West. 

The  Pierre  bank  is  part  of  the  Performance  Bankers 
Group.  The  major  shareholder  of  this  group  is  Mr.  Frank 
Farrar,  former  governor  and  attorney  general  for  the  state  of 
South  Dakota.  When  asked  about  the  Command  Xtra  Pro- 
gram, Mr.  Farrar  said; 

"The  Command  Xtra  Secured  Credit  Card  Program  gives 
almost  everyone  in  America  a  new  chance  to  get  a  Visa  Card 
or  MasterCard.  It  also  gives  people  a  dignified  way  to 
establish  or  re-establish  a  positive  bank  credit  card  rating.  I 
think  this  type  of  service  to  the  consumer  is  essential 
because  right  now  many  banks  are  rejecting  as  many  as 
seven  out  of  ten  applications  for  Visa  or  MasterCard.  The 
Performance  Bankers  Group  welcomes  the  opportunity  to 
work  with  Command  Credit  Corporation  to  help  consumers 
get  a  credit  card.  These  days  a  credit  card  is  essential  to  get 
around  the  country." 

Command  is  organized  to  help  U.S.  and  European  banks 
to  market  secured  Visa  Cards  and  MasterCards  to  people 
who  have  a  credit  problem  or  no  credit  rating  at  all.  It  is 
reported  that  U.S.  banks  are  now  rejecting  as  many  as  seven 


out  of  ten  bank  credit  card  applications  and  it  is  estimated 
that  there  are  40  million  Americans  who  have  been  turned 
down  for  such  cards.  This  is  the  fastest  growing  segment  of 
the  credit  card  industry. 

Command  Credit  Corporation  is  now  a  service  member  of 
the  American  Bankers  Association;  a  Member  Service  Pro- 
vider registerd  with  MasterCard,  and  an  Independent  Sales 
Organization  registered  with  Visa. 

(Contact;  Anne  Wolfrom,  Command  Credit  Corporation, 
189  Sunrise  Highway,  Rockville  Centre,  N.Y.  11570.  Tel; 
(800)  338-9199  or  (516)  764-1117.) 


K-TEL  INTERNATIONAL,  INC.  0 

K— TEL  ANNOUNCES  RESULTS  FOR  THE 

SECOND  QUARTER  ENDED  DECEMBER  31,  1989 

Minneapolis,  Minnesota  (February  21,  1990)  K-tel  Inter- 
national, Inc.  reported  consolidated  net  sales  of 
$15,208,000  for  its  second  quarter  ended  December  31, 
1989,  up  4%  from  $14,601,000  for  the  same  period  last 
year.  Income  before  taxes  and  extraordinary  items  increased 
to  $850,000  from  $226,00  for  the  same  period  last  year. 

Forthe  six  months  ended  December  31, 1989,  consolidat- 
ed net  sales  increased  8%  to  $23,922,000  from 
$22,089,000  and  income  before  taxes  and  extraordinary 
items  was  $934,000  compared  to  $298,000  for  the  same 
period  last  year.  Net  income  was  $674,000  compared  to 
$55,000  last  year. 

Results  for  the  quarter  are  not  necessarily  indicative  of 
the  results  that  may  be  expected  for  the  year  as  a  whole. 

(Contact;  Mark  Dixon,  Vice  President  -  Finance,  K-tel 
International,  Inc.,  15525  Medina  Road,  Plymouth,  Minneso- 
ta 55447.  Phone;  612-559-6820.) 


TELEFLEX  INCORPORATED  A 

TELEFLEX  REPORTS  1989  RESULTS 

Limerick,  PA — February  15,  1990 — Teleflex  Incorporated 
today  announced  1989  revenues  of  $360,066,100  an  in- 
crease of  10%  from  the  1988  level  of  $328,223,000.  Net 
income  increased  12%  from  $24,008,900  in  1988  to 
$26,797,200  in  1989.  Earnings  per  share  increased  to  $2.45 
in  1989  compared  to  $2.22  in  1988. 

Revenues  in  the  fourth  quarter  increased  8%  to 
$100,736,100  from  $93,137,000  in  1988.  Net  income  was 
$7,501,200  or  $.68  per  share  in  1989,  as  compared  to 
$7,027,900  or  $.65  per  'hare  in  1988. 

TELEFLEX  INCORPORATED 
COMPARATIVE  SUMMARY  OF  REVENUES  AND  EARNINGS 

Yeat  Ended  Three  Months  Ended 

Dec.  31,  1989     Dec.  25,  1988  Dec.  31,  1989       Dec.  25,  1988 

Revenues               $360,066,100      $328,223,000  $100,736,100         (93.137,000 

Net  income               $26,797,200       $24,008,900  $7,501,200           $7,027,900 

Earnings  per  share                $2.45                $2.22  $.68                    $i5 
Shares  outstanding       10,808,400         10,700,700 

Teleflex  Incorporated  is  a  company  which  solves  engi- 
neering problems  by  the  development  and  application  of 
new  specialized  technologies. 

(Contact;  John  H.  Remer,  Vice  Chairman  &  Chief  Admin- 
istrative Officer  or  John  F.  Schoenfelder,  Vice  President, 
Secretary  &  Treasurer,  Teleflex  Incorporated,  155  South 
Limerick  Road,  Limerick,  PA  19468.  Phone  (215)  948-5100.) 


For  Advertising  information  please  call  Sarah  Madison  (505)  275-1282  or  Virginia  Carroll  (212)  620-2339. 


Observations 


MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


When  it  comes  to  covering  debt  service 
charges,  as  Jacqueline  Sttsann  remarked 
in  another  context,  once  is  not  enough. 

THERE'S  STILL  TIME 
TO  GET  OUT 


ty  to  unload  many  assets  at  prices 
that  are  not  too  far  off  their  peaks. 
There  is  still  time  to  do  so  before 
the  deflation  of  asset  values  really 
gets  rolling. 

How  could  we  get  ourselves  into 
such  a  predicament  twice  within 
the  memory  of  people  still  living? 
One  reason  is  that,  because  the 
economists'  universal  prescription 
for  all  ailments  economic  and  finan- 
cial is  more  borrowing  and  spend- 
ing, they  have  a  vested  interest  in 
hiding  the  fact  that  debt  is  Janus- 
faced.  The  early  stages  of  a  credit 
expansion  cause  mainly  prosperity 
and  employment,  but  as  the  expan- 
sion continues  it  causes  progres- 
sively more  inflation.  The  inflation 
in  turn  causes  the  rate  of  debt  for- 
mation to  accelerate  as  people  bor- 
row more  and  more  heavily  to  buy 
real  estate  and  business  equities  as 
inflation  hedges.  Between  1966  and 
]  982  the  Fed  tried  four  times  to  halt 
the  borrowing  and  spending  spree 
with  credit  crunches,  but  we  were 
enjoying  the  prosperity  too  much  to 
let  it  crunch  long  enough  to  do  the 
job.  This  time  the  lenders  are  ad- 
ministering the  crunch. 

Thus  the  debt — Janus'  ugly  visage 
is  now  coming  into  view.  In  the 
1980s  more  and  more  people  took 
on  larger  debts  than  they  could  easi- 
ly service  out  of  their  incomes,  and 
relied  more  and  more  heavily  upon 
the  continuing  appreciation  of  their 
assets  to  keep  themselves  afloat. 
That  set  the  stage  for  the  present 
situation,  in  which  panicky  credi- 
tors are  beginning  to  force  the  sale 
of  assets  for  whatever  they  will 
bring  in  order  to  recover  their  loans. 
As  the  market  value  of  collateral- 
ized assets  declines,  the  process  will 
vSnowball. 


After  many  years  of  increasingly 
reckless  and  irresponsible  lending, 
American  bankers  and  other  insti- 
tutional lenders  are  at  last  panick- 
ing about  their  bad  loans.  The  rec- 
ord, including  that  of  the  early 
1930s,  says  that  the  lenders  are 
about  to  go  to  the  opposite  extreme 
and  cease  accommodating  people, 
businesses  and  governments  that 
until  recently  they  considered  per- 
fectly creditworthy.  So  the  deflation 
of  asset  values,  which  started  in  the 
real  estate  and  junk  bond  markets, 
will  accelerate  and  spread  to  the 
markets  for  other  overleveraged  as- 
sets. And  our  constitutional  doc- 
trine of  the  separation  of  powers 
ensures  that  this  deflation  in  asset 
values  will  continue  at  least  until 
early  1993. 

The  deflation  of  asset  values  has 
not  yet  become  a  general  crash  be- 
cause half  a  century  of  propaganda 
by  the  professors  of  economics  per- 
suaded most  Americans  that  what 
is  visibly  happening  cannot  possibly 
happen,  that  the  government  would 
not  permit  it  to  happen  again.  We 
are  bound  to  be  disillusioned  in  the 
end,  but  for  now  at  least,  investors 
have  a  once-in-a-lifetime  opportuni- 

Ashby  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develop- 
ing Financial  Crisis. 


A  loan  can  be  secured  by  assets  or 
by  income,  but  in  either  case  pru- 
dence demands  that  there  be  an  am- 
ple margin  of  safety  to  protect  the 
lender.  When  it  comes  to  the  cover- 
age of  debt  service  charges,  as  Jac- 
queline Susann  remarked  in  anoth- 
er context,  once  is  not  enough. 

Even  while  debt  coverages  were 
bepoming  slimmer,  lenders  believed 
the  economists  who  said  that  gov- 
ernment-sponsored borrowing  and 
spending  would  prevent  any  future 
depression  of  income.  So  who  need- 
ed a  big  margin  of  safety? 

Nor  did  American  bank  deposi- 
tors and  life  insurance  policyhold- 
ers worry  much  about  declining 
standards  of  debt  coverage  in  the 
1970s  and  1980s,  because  they  as- 
sumed that  a  benevolent  federal 
government  would  always  bail  ev- 
erybody out  of  their  mistakes.  In- 
deed, a  universal  bailout,  with  the 
national  credit  that  is  based  upon 
our  own  taxpaying  ability,  is  the 
only  way  that  the  deflationary 
struggle  for  solvency  could  now  be 
halted.  But,  while  we  Americans  ex- 
pect to  be  bailed  out  of  our  own 
mistakes,  we  dislike  the  idea  of  pay- 
ing higher  taxes  in  order  to  bail  the 
other  idiots  out  of  tl.ieir  mistakes. 

And  because  our  President  is  a 
Republican  while  Congress  is  con- 
trolled by  the  Democrats,  our  con- 
stitutional separation  of  powers 
makes  it  unlikely  that  Washington 
will  take  effective  action  in  the  next 
few  years.  By  early  1993  it  is  possi- 
ble that  we  will  have  elected  a  Presi- 
dent supported  by  a  majority  in  both 
the  Senate  and  the  House.  But  until 
then,  the  politicians  will  continue 
to  wrangle  about  who  is  to  blame 
for  the  debt  crisis  while  it  goes  on 
getting  worse.  As  long  as  we  expect 
the  government  to  do  favors  for  us, 
the  separation  of  powers  .will  be  a 
real  handicap. 

The  upsurge  of  defaults  and  bank- 
ruptcies since  Friday  the  13th  is  all 
the  evidence  we  can  reasonably 
hope  to  get  that  the  borrowing  and 
spending  spree  is  finally  coming  to 
an  end.  Serious  trouble  lies  immedi- 
ately ahead  for  the  American  peo- 
ple, and  the  separation  of  powers 
ensures  that  it  will  continue  for  at 
least  three  years.  But  you  can  avoid 
the  worst  of  it  by  getting  out  of  debt 
and  into  liquid  condition.  I  know  it 
hurts  to  sell  assets  for  much  less 
than  they  would  have  brought  a 
couple  of  years  ago,  but  let  me  re- 
mind you  of  the  old  Wall  Street  ad- 
age: The  first  loss  is  the  best  loss.  ■ 
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Dealerscope  Merchandising  Products  of  the  Month 


CMTelecom  —  Mobilizing  the 
American  Dream 

CMTeloom  introduces  FreeComm  AE3800 
mobile  /  transportable  cellular  phone, 
offering  handsfree  portability  for  the 
ultimate  in  convenience.  FreeComm 
switches  from  mobile  to  transportable  in 
less  than  one  minute  and  weighs  only  4.8 
pounds  in  the  transportable  mode.  Addi- 
tional exceptional  features 
include  99  fully  alphanu- 
meric memory  locations, 
alphanimieric  and  numeric 
memory  scroll,  different 
power  levels  providing  you 
with  longer  batery  life 
andtalktime,  911 
override  for  safety, 
and  a  warrenty 
you  can  count 
on.  For  more 
information,  call 
(818)  780-0380. 


ClearTechCT-ir'5400 


A  "New  Clear  Sound  Technology"  has 
been  introduced  by  Northwestern  Bell 
Phones.  'The  CleaiTech  CT-H"'  line  of 
cordless  telephones  really  has  the  corded 
quality  everyone  else  just  talks  about," 
states  Roger  Brannan,  VP  Sales  & 
Marketing  for  Northwestern  Bell  Phones. 


All  thfee  models  have  ten  channel 
random  access,  LED  channel  display, 
ten  nimiber  memory  and  operate  on  three 
consumer  replaceable  "AA"  nicad  bat- 
teries. At  the  entry  position,  the  CT5400 
also  offers  two-way  page,  auto  intercom, 
flash,  hold,  a  lighted  key  pad  and  an  out  of 
range  tone.  AU  models  are  currently  avail- 
able. CalJ  402-390-8600  for  more  details. 


New  From 
Panasonic's 
Media 
Division 

Panasonic 
introduces 
two  new 
packages  of 
Super  High  Grade  T120  video  tape.  NV- 
T120SG2,  two-packs  and  NV-T120SG3, 
three-packs  are  new  economical  con- 
figurations of  Panasonic's  outstanding 
High-Grade  video  tape.  Super  High 
Grade's  enhanced  magnetic  properties 


give  you  vivid  performance  in  both 
picture  and  sound.  Its  high  density 
makes  Super  High  Grade  a  fine  choice 
to  improve  the  quality  of  SLP  recordings. 
Super  High  Grade  offers  fine  0.23  m 
magnetic  particles  which  retain  more 
picture  and  soimd  information,  and 
4-layer  tape  construction  which  reduces 
dropouts  and  extends  long-term  reliability. 
Video  Signal-to-Noise  ratio  is  up  by  26% 
for  sharper  resolution.  Excellent  for 
camera  recording,  family  memories  and 
other  precious  recordings.  For  more 
information,  call  George  Dzan  at  (201) 
392-6385. 


ADAM  —  All  Digital  Answering 

Machine  From 

PhoneMate 


The  answering 
machine  industry's  most 
advanced  all-digital  product.  Featuring 
Instant  Access™  to  messages,  there  is 
no  waiting  for  tapes  to  rewind  or 
mechanisms  to  reset.  Variable  Speed 
Playback^",  a  large  digital  display  plus 
voice  prompting  make  this  a  snap  to 
operate.  Message  transfer  allows  the 
machine  to  forward  messages  to  you 
anj^where.  For  more  information  write, 
PhoneMate,  20665  Manhattan  Place, 
Torrance,  CA  90501,  or  call  (213) 
783-7620. 


Samsung  Introduces  Full- 
Featured  Facsimile  Machine 

The  Samsung  FX2010  integrated  per- 
sonal facsimile  machine  has  an  exten- 
sive array  of  features  designed  to  meet 
the  needs  of  small  businesses  or  home 
offices.  These  features  include:  a  100- 
number  memory  dial,  five-page  auto- 
matic document  feeder,  16-level  gray- 
scale and  full  activity  reports.  The 
Samsung  FX2010  has  a  suggested  retail 
price  of  just  $1399.95.  For  more  informa- 
tion contact,  Danette  Shockloss,  Sam- 
sung Electronics  America,  301  Mayhill 
Street,  Saddle  Brook,  NJ  07662,  or  call 
(201)  587-9600. 


NovAtel  Announces 

A  New  Transportable 

Cellular  Telephone 


NovAtel  announces  the  introduction  of 
their  new  hardpack  transportable 
cellular  telephone.  It  is  a  small  weight 
mobile  telephone  that  has  user  select- 
able power  levels  for  conservation  of 
battery  life,  re  hargeable  Nickel  Cad- 
mium battery  pack,  handle  for  easy 
carrying,  3db  gain  Antenna,  Hands- 
Free  Speaker  Phone,  Speed  Dialing, 
Emergency  911  dialing  and  Cigarette 
lighter  adapter  for  in  car  use.  Total 
portable  unit  that  can  be  carried  with 
you  wherever  you  go.  For  more  informa- 
tion, call  1-800-231-5100. 
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Financial  Strategy 


MONEY  &  INVESTMENTS 


By  Alan  R^jnudds 


Rising  German  and  Japanese  interest 
rates  wont  necessarily  pull  up  U.S.  rates. 

COUPLE, 
SCHHOUPLE 


Stopped  floating  and  were  instead 
fixed.  Bond  yields  would  quickly  be- 
come virtually  identical  in  all  major 
countries.  There  would  be  little  dif- 
ference between  British  and  Japa- 
nese bonds,  so  the  price  of  British 
bonds  would  rise  while  the  price  of 
Japanese  bonds  might  fall.  In  world 
stock  markets,  price/earnings  ratios 
would  likewise  tend  to  converge — 
rising  where  multiples  had  been  un- 
usually low  and  vice  versa.  Integrat- 
ed world  financial  markets  would 
bring  expected  returns  closer  to- 
gether by  making  prices  move  in 
different  directions,  not  the  same 
direction. 

Why  did  it  take  so  long  for  people 
to  figure  out  that  Japanese  stocks 
were  "overvalued"?  Well,  they 
would  not  have  been  overvalued  if 
prominent  economists  at  mit  and 
Harvard  had  been  right  about  the 
yen's  climbing  to  100  per  dollar.  If 
that  were  true,  Japan  would  still  be 
able  to  sell  bonds  with  a  3%  yield 
and  Japan's  stock  market  would  dis- 
count company  earnings  at  that  low 
rate.  (In  fairness,  though,  the  sud- 
den fear  of  Japanese  equities  must 
also  be  partly  blamed  on  renewed 
U.S.  nastiness  over  trade.) 

The  reasons  it  is  not  normal  for 
world  stock  markets  to  go  up  and 
down  together  are  equally  true  of 
bonds.  It  should  be  obvious,  to  ev- 
eryone except  those  who  studied 
too  much  economics,  that  the  re- 
turn on  any  bond  is  not  just  the 
yield.  If  investment  were  that  sim- 
ple, everyone  would  rush  into 
Swedish  bonds  at  15% .  What  makes 
some  countries'  bonds'  yield  more 
than  others'  is  greater  anticipated 
risk  of  capital  losses — including  ex- 
change rate  losses.  The  fact  that 
prices   of   Japanese   and   European 


Wall  Street  seems  to  have  swal- 
lowed whole  the  fable  that  integrat- 
ed world  financial  markets  meant 
U.S.  bond  yields  had  to  rise  "to 
compete  with"  the  rising  yields  in 
Japan  and  Germany.  Yet  when  Japa- 
nese stocks  crashed,  with  barely  a 
ripple  in  the  U.S.,  world  stock  mar- 
kets (unlike  bond  markets)  were 
said  to  have  become  "decoupled." 
These  mysteries  raised  fears  that 
U.S.  and  Japanese  markets  might 
suddenly  become  "coupled"  again. 

Which  is  it?  Couple  or  decouple? 

Neither.  Integration  of  world 
markets  never  implied  that  nomi- 
nal asset  prices  in  different  markets 
should  move  up  and  down  together. 
Integr.-'tion  means  that  expected, 
real,  aftertax  return's  will  tend  to  be 
the  same  on  investments  of  similar 
risk.  As  investors  move  away  from 
one  country's  stocks  or  bonds  be- 
cause they  have  become  more  risky 
or  less  promising,  prices  of  those 
assets  must  fall  while  those  of  some 
improving  economy  must  rise.  Far 
from  suggesting  that  world  asset 
prices  will  normally  move  in  uni- 
son, global  arbitrage  suggests  the 
exact  opposite. 

Suppose  exchange  rates  suddenly 

Alan  Reynolds  is  director  of  economic  re- 
search for  the  Hudson  Institute  of  Indianap- 
olis. Ind. 


bonds  took  a  bigger  hit  than  U.S. 
bonds  early  this  year  meant  that 
foreign  bonds  had  become  more 
risky.  Why?  Because  of  the  in- 
creased risk  of  rising  short-term  in- 
terest rates  in  Japan  and  Europe,  and 
a  greater  risk  that  the  yen,  mark  and 
pound  would  fall  against  the  dollar. 

Through  early  April  the  overall 
rjite  of  return  on  Japanese  bonds, 
measured  in  dollars,  was  minus 
14.6% — worse  than  junk  bonds. 
Those  who  claimed  U.S.  Treasury 
yields  must  rise  "to  compete  with" 
the  collapsing  values  of  Japanese  or 
German  bonds  must  believe  that  in- 
vestors like  capital  losses. 

Something  has  indeed  been  driv 
ing  all  the  world's  bond  markets 
south,  but  that  doesn't  mean  that 
falling  bond  prices  are  somehow 
more  contagious  than  falling  stock 
prices.  Instead,  it  reflects  some 
shared  new  risks.  Is  it  fear  of  higher 
worldwide  inflation?  No,  because  in 
that  case  speculators  would  be  bid- 
ding up  the  prices  of  U.S.  tangible 
assets,  like  real  estate  and  gold.  The 
real  drive  behind  falling  bond  prices 
is  the  serious  apprehension  about 
monetary  and  tax  policies.  The  G-7 
exchange  rate  pact  has  provided  lit- 
tle comfort  to  investors  since  early 
January,  when  central  banks  ganged 
up  on  the  dollar  at  a  time  when  it 
wasn't  all  that  healthy.  Without 
predictable  guidelines  for  monetary 
cooperation,  each  central  bank 
might  push  short-term  interest 
rates  too  high  for  too  long,  out  of 
fear  that  being  the  first  to  ease  could 
sink  the  currency.  With  such  a  ris- 
ing real  return  on  cash,  where's  the 
incentive  to  hold  bonds? 

There  are  also  new  political  dan- 
gers of  soak-the-rich  taxation  in 
Germany,  Japan,  Canada  and  the 
U.K.  In  the  U.S.  the  hope  of  a  signif- 
icant reduction  of  capital  gains  tax- 
es over  any  reasonable  holding  peri- 
od has  faded.  That  matters,  because 
capital  gains  arc  the  only  incentive 
to  hold  bonds  when  the  yield  curve 
is  so  flat.  There  has  also  been  con- 
gressional talk  about  raising  taxes 
on  high-income  families  by  nearly 
18%.  The  resulting  flight  into  tax- 
exempt  bonds  would  boost  Trea- 
sury interest  rates,  increasing  the 
budget  deficit.  These  new  global 
hazards  of  destructive  tax  policies 
and  unpredictable  monetary  poli- 
cies arc  reason  enough  that  bonds 
are  hard  to  sell.  It  has  nothing  to  do 
with  integrated  markets,  which  arc 
quite  capable  of  distmguishing  a 
bad  security  from  a  good  one.  ■ 
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COME  BACK  TO  THi  FUTURE 
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1874 

World 's ' '  First  Word  Processor. ' ' 


1932 

The  Letter  That  Launched  Modem  Aviation 


1939 

Building  the  Hydroelectric  Future. 

The  editors  of  American  Heritage  invite  you  to  take  a 
fascinating  trip  back  to  the  future— as  a  subscriber 
to  Invention  &  Technology  Magazine. 

Published  3  times  a  year,  Invention  &  Technology 
Magazine  takeS  you  back  to  the  moments  of  discovery  that 
have  shaped  oCir  future. 

You'll  meet  the  tinkerers.  The  inventors.  The  scientists. 
The  dreamers.  Each  brilliantly  written  and  illustrated 
issue  brings  you  the  sheer  genius  of  people  like  Roebling, 
Edison,  Ford,  Bell,  the  Wright  Brothers,  and  Oppenheimer. 
You'll  understand  their  inspiration.  You'll  learn  about  their 
personal  triumphs  and  tragedies.  And  most  of  all,  you'll 
revel  in  their  astonishing  achievements. 

Begin  your  journey  of  discovery  right  now.  Return  your 
coupon  today.  FOR  EVEN  FASTER  SERVICE,  CALL  TOLL- 
FREE  1-800-341-1522.  In  Maine,  call  collect  255-4891 


Although  the  Editors  of  AMERICAN  HERITAGE 
of  INVENTION  &  TECHNOLOGY  have  complete 
responsibility  for  the  magazine's  content. 


1934 

The  Diesel  Revolution. 


1940 

Rolling  Ahead  to  Tomorrow. 


1949 

Time  for  the  Atom. 


...WITH  THE  EDITORS  OF 
AMERICAN  HERITAGE. 


AMERICAN  HERTIAGE  of 

INVENTION  & 
TECHNOLOGY 


Send  to:  American  Heritage  of 
Invention  &  Technology 
Subscription  Office 
P.O.  Box  52606,  Boulder,  CO  8032 
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Streetwalker 


Edited  by  Thomas  Jaffe 


Window  of  opportunity 

W'  e  sometimes  get  'em  right. 
When  Streetwalker  recommend- 
ed Microsoft  Corp.  last  summer, 
shares  of  the  computer  software  mak- 
er were  selling  for  26y8  o-t-c  (Forbes, 
Aug.  7,  1989).  What's  happened  since 
then  has  been  nothing  short  of  phe- 
nomenal. For  the  fiscal  year  ending 
June  30,  sales  of  the  Redmond,  Wash.- 
based  company  will  be  up  an  estimat- 
ed 37%,  to  $1.1  billion.  Earnings  are 
expected  to  rise  50%,  to  $2.28  a  share. 
The  stock,  which  just  split  two-for- 
one,  has  more  than  doubled,  to  5 7 'A. 
All  this  has  made  William  Gates  III, 
the  34-year-old  founder,  a  $2.3  billion 
man.  He  owns  around  36%  of  the  111 
million  shares  now  outstanding. 

Is  it  time  to  take  profits?  Analyst 
David  Readerman  of  Shearson  Leh- 
man Hutton,  our  source  last  August, 
thinks  not.  Readerman  is  decidedly 
upbeat  about  the  prospects  for  arch- 
rival Lotus  Development's  proposed 
acquisition  of  Novell,  another  soft- 
ware producer,  for  $1.5  billion.  "But 
as  for  Microsoft,"  he  says,  "I  think 
you  should  stick  with  the  guys  that 
didn't  need  a  merger  in  order  to  be  on 
top.  Microsoft  got  there  on  its  own." 

Microsoft  already  sells  the  software 
systems  that  are  used  by  most  ibm 
and  IBM-compatible  microcomputers. 
Next  month,  it  plans  to  introduce  a 
promising  new  system,  Windows  3.0. 
If  customers  don't  readily  take  to 
Windows  3.0,  Readerman  is  confident 
they  will  still  buy  a  goodly  number  of 
Microsoft's  other  systems.  He  looks 
for  earnings  in  fiscal  1991,  which  be- 
gins in  just  three  months,  to  rise  23%, 
to  $2.80  a  share. 

Microsoft,  at  20  times  estimated 
earnings  for  the  coming  year,  isn't 
cheap,  admits  Readerman,  but  he  still 
considers  it  a  core  technology  hold- 
ing. His  advice  is  to  hold  off  on  adding 
to  your  positions  until  after  Windows 
3.0  is  introduced.  "The  stock  still  has 
another  leg  up  to  go,"  he  concludes. 


The  As  factor 

Now  that  the  baseball  season  is  fi- 
nally under  way.  Streetwalker  has 
some  bad  news  for  any  bulls  who 
aren't  diehard  Oakland  Athletics  fans: 
If  the  A's  repeat  as  World  Series  cham- 
pions in  1990,  look  out  below. 


David  Polayes,  a  Chicago-based 
Prudential-Bache  broker,  has  turned 
up  some  ominous  statistics  that  sug- 
gest a  pattern:  The  A's  winning 
streaks  go  hand-in-glove  with  lousy 
stock  markets.  As  the  Philadelphia 
Athletics,  the  team  played  in  four  out 
of  five  World  Series  between  1910  and 
1914,  winning  three  times.  In  1910 


Oakkind  wins  the  1989  World  Series 
Will  the  A's  jinx  the  market  again? 

the  Dow  made  a  high  of  98.  By  the 
time  the  A's  finally  lost  a  Series,  in 
1914,  the  Dow  had  fallen  to  53.  The 
following  year?  It  recovered  to  99. 

The  next  Athletics'  Series  streak 
was  1929-31.  (They  won  in  1929  and 
1 930;  lost  in  1 93 1 . )  Before  the  October 
1929  crash,  the  Dow  reached  a  high  of 
352;  it  hit  its  alltime  low  of  41  in  July 
1932.  Once  the  A's  lost,  it  wasn't  long 
before  the  market  began  to  recover. 

In  the  1970s  the  Athletics,  now  in 
Oakland,  again  went  on  a  streak,  win- 
ning the  fall  classic  in  1972,  1973  and 
1974.  The  Dow  was  as  high  as  1051  in 
early  1973;  by  the  end  of  1974  it  had 
fallen  to  577.  In  1975  the  market 
bounced  back.  The  A's?  They  got 
bounced  in  the  playoffs  by  Boston. 

Which  brings  us  to  the  current  Ath- 
letics. The  team  lost  the  1988  Series; 
between  October  1988  and  October 
1989  the  market  rallied  some  30%. 
Last  year  they  won,  defeating  the  San 
Francisco  Giants  handily.  Investors 
did  not  win.  The  market  dropped  220 


points  last  October. 

Don't  be  surprised  to  see  the  A's  in 
the  1990  Series.  They  have  a  history 
of  streaks.  But  if  history  is  any  bench- 
mark, an  Oakland  victory  would  also 
be  a  bad  omen  for  the  market. 

Play  ball. 


Topps  pick 

Speaking  of  the  national  pastime, 
the  Babe  must  be  turning  in  his 
grave  at  reports  of  a  baseball  memora- 
bilia market  tainted  by  fraud.  Imagine 
balls  for  sale  carrying  the  bogus  auto- 
graphs of  retired  stars.  Then  there  was 
the  bitter  labor  dispute  during  spring 
training.  Some  dared  suggest  this 
might  even  sour  Americans  on  col- 
lecting baseball  cards. 

Trouble  for  Brooklyn,  N.Y.-based 
Topps  Co.,  the  leading  cardmaker? 
Analyst  Franklin  Morton  of  Balti- 
more's Alex.  Brown  &.  Sons  says  not 
to  worry.  For  the  fiscal  year  ended 
Feb.  28,  sales  rose  24%,  to  $246  mil- 
lion; earnings  were  up  34%,  to  $38 
million,  or  $1.20  a  share.  In  the  cur- 
rent fiscal  year  Morton  expects  earn- 
ings to  rise  21%,  to  $1.45  a  share. 

Besides  baseball  cards  and  Bazooka 
bubble  gum,  Topps  also  sells  cards 
that  carry  the  pictures  of  pop  stars  and 
other  entertainment  figures.  Good  lit- 
tle business,  this.  Over  the  years  it 
has  acquired  the  right  to  make  cards 
of  everyone  from  Elvis  to  the  charac- 
ters of  Battyuin  This  year's  line  fea- 
tures the  members  of  hot  singing 
group  New  Kids  on  the  Block  and  the 
characters  from  the  hit  movie  and  tv 
series  Teenage  Mutant  Ninjci  Turtles. 

With  the  stock  recently  at  17  o-t-c, 
or  12  times  estimated  earnings,  Mor- 
ton says  Topps  is  a  buy.  There  are  3 1 .3 
million  shares;  affiliates  of  Forstmann 
Little  &.  Co.  own  56%. 


Is  Exxon  a  buy? 

Kent  Hughes,  a  Merrill  Lynch  bro- 
ker in  Phoenix,  bought  shares  of 
Mobil,  Chevron  and  Exxon  for  his  cli- 
ents on  July  15,  1988,  when  all  three 
were  trading  in  the  mid-40s.  Since 
then,  Mobil  has  risen  to  a  recent  price 
of  61 '/h.  Chevron  to  6778.  Exxon?  It's 
still  about  where  it  was.  Were  it  not 
for  the  Alaskan  oil  spill,  asks  Hughes, 
would  Exxon  also  be  in  the  60s  by 
now?  If  so,  that  would  mean  the  Val- 
dez  fiasco  had  caused  the  company  to 
miss  out  on  at  least  $18  billion  of 
market  value. 

By  now,  anybody  who  wanted  to 
dump  the  stock  probably  already  has. 
So  is  Exxon  a  buy?  On  the  plus  side, 
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the  stock  yields  a  rich  5.2%,  and  an 
increase  in  the  dividend  sometime 
this  year  is  hkely. 

But  there  are  negatives,  too.  Even 
stalled  at  46,  Exxon  sells  at  a  premi- 
um to  the  other  international  oils.  It 
trades  for  6.6  times  estimated  annual 
cash  flow,  versus  an  average  multiple 
of  5.5  times  for  its  peer  group.  What's 
more,  even  at  current  levels,  the  price 
is  being  propped  up  by  the  fact  that 
the  company  buys  back  a  large  num- 
ber of  its  shares  each  year. 

Valdez  or  no,  our  sources  say  the 
stock's  worth  in  the  low  50s,  tops. 


Tinny  story? 

Here's  a  classic  case  of  a  growth 
compariy  gone  sour.  Amre,  Inc. 
(estimated  1990  sales  of  $250  million) 
sells  and  installs  vinyl  siding  and 
kitchen  cabinet  refacing  under  li- 
censes from  Sears.  Between  1984  and 
1988  earnings  at  Irving,  Tex. -based 
Amre  rose  from  2  cents  a  share  to  55 
cents.  But  last  year  earnings  plunged 
to  just  11  cents.  Higher  marketing 
costs  and  expenses  related  to  acquisi- 
tions were  blamed.  Although  earnings 
for  the  fiscal  year  ending  Apr.  30  are 
expected  to  recover  to  50  cents  a 
share,  investors  clearly  aren't  con- 
vinced Amre  is  back  on  track.  The 
NYSE-listed  stock,  as  high  as  16V8  in 
1988,  recently  sold  for  just  678. 

Given  the  mixed  signals  manage- 
ment has  lately  sent  shareholders,  the 
stock  may  be  headed  even  lower. 

Last  fall  management  disclosed  it 
was  discussing  a  possible  leveraged 
buyout.  (Insiders  own  56%  of  the  14. 1 
million  shares.)  Then  they  said  they^ 
would  offer  minority  shareholders 
$8.75  a  share,  or  $54  million,  to  take 
the  company  private.  Now  that 
buyout  also  has  been  scratched. 

It's  easy  to  see  why.  As  of  Jan.  31, 
the  company  reported  cash  flow  of 
$18.6  million.  But  knock  out  some 
one-time  special  items  and  operating 
cash  flow  was  more  like  $5.5  million, 
or  arouiid  40  cents  a  share. 

Let's  give  Amre  the  benefit  of  the 
doubt.  Suppose  cash  flow  from  opera- 
tions for  the  full  year  runs  as  high  as 
$7.5  million.  It  still  means  that  at 
$8.75  a  share,  Amre  would  be  valued 
at  16  times  cash  flow.  Even  during  the 
LBo  heyday,  getting  the  backing  for 
such  a  deal  would  have  been  tough. 

This  leaves  Amre  now  trading  at 
five  times  its  tangible  book  value  of 
$1.40  or  so  a  share.  Management  may 
yet  make  some  new  amiouncement, 
Ijut  we  wouldn't  blame  investors  for 
being  skeptical. 


^mMMmU^ 


Become  part  of  a  new  decade  of  success  stories. 


M  ?*' 


^^> 


J 


*^4M^. 


Hire  a  youth 
tor  the  summer. 


SUMMER  Jobs       212  888-JOBS 


Sponsoivd  b\  the 


'itv  Partnership,  Ine 


PRESIDENTS, 

CEOs,CFOs, 

MVESTDR  RELATIONS 

EXECUTIVES 

YOUR  MOST  IMPORTANT  DOCUMENT 

IS  ABOUT  TO  BE  RELEASED  - 

YOUR  ANNUAL  REPORT 

Now's  the  time  to  make  your  annual  report  visible  to  an  active 
institutional  and  private  investor  market— the  2.3  million  readers 
of  FORBES. 

Advertise  in  FORBES  1990  SPRING  ANNUAL  REPORT 
SECTION.  It's  the  first  choice  for  investor  relations  professionals 
because  they  believe  FORBES  will  draw  a  higher  number  of 
requests  per  advertisement. 

For  questions  and  rates,  call  Virginia  Carroll  at  (212)  620-2339 
or  Sarah  Madison  (505)  275-1282/3 

Issue  Date:  May  28,1990 
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IN  PARADISE 


An  island  paradise  that  offers  you 
xA.total  relaxation  plus  the  thrill  of  dis- 
covery. Stroll  pristine  beaches.  Scuba  dive 
in  world  class  waters  and  reefs  renowned  for 
the  splendor  of  their  colors  and  tropical 
fish.  Or  snorkel  right  near  your  beach-side 
cottage.  Go  fishing  for  the  big  ones,  or  just 
relax  in  the  sun  by  the  pool.  On  Forbes  Maga- 
zine's Laucala  Island,  all  the  choices  are 
yours. 

BUT  JUST  FOR  A  FEW . . . 
Forbes  loves  its  private  Fiji  island,  and 
we  think  you  will,  too.  We've  put  out  the 
welcome  mat,  but  only  for  a  few  at  a  time. 
We  have  4  guest  cottages  so  we  can  take  only 
a  limited  number  of  people.  For  7  nights 
and  8  days  the  cost  is  $2400  per  person,  and 
that  includes  everything:  all  activities, 
meals,  drink,  lodging  and  a  round- trip  flight 
between  Laucala  and  Nadi  International 
Airport  (on  the  main  island).  It's  the  "in" 
place  to  go,  away  from  the  cold,  the  traffic, 
the  noise,  the  hassle.  Service  with  a  smile 
and  no  tipping. 

So  come  on  out."  Lose  yourself  in  a  South 
Pacific  dream,  the  way  you  knew  it  was 
meant  to  be. 


For  information  please  write: 
Enrol  Ryland,  Manager 
Box  303,  Fort  Garland,  CO  81 133 
or  call:  719-379-3263 


!5^ 

^     Errol  Ryland /FORBES  MAGAZINE     ,t^ 
f  *"      Box  303,  Fort  Garland,  CO  8 1 133    "^  "^ 

Help  me  get  lost! 


Name 


Address- 


City, 


State. 


Zip 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change "  Items  from  past  issues  of  Forbes 


Washington's  Wardman  Inn,  completed  in  1918,  is  today's  Sheraton-Washington 


Seventy  years  ago  in  Forbes 

(From  the  issue  of  May  1,  1920) 
"The  latest  railway  strike  is  worth  the 
price  it  cost.  It  is  well  that  it  hap- 
pened, well  from  the  public's  point  of 
view,  well  from  labor's  point  of  view, 
and  well  from  the  workers'  own  point 
of  view.  The  strike  has  clearly  demon- 
strated several  things  of  very  great 
moment.  Prosperity  has  been  going  to 
the  heads  of  many  classes  of  workers, 
causing  them  to  swank  and  swagger 
and  bluster  and  bulldoze.  They  fancy 
that  they  can  do  absolutely  what  they 
please,  that  they  can  ride  roughshod 
over  the  rights  of  the  public.  ..." 

Sixty  years  ago 

(From  the  issue  of  May  1,  1930) 
"So  far  the  Farm  Board  has  reaped  far 
more  ill  will  than  confidence,  not- 
withstanding the  public's  high  esti- 
mate of  Alexander  Legge.  It  may  be,  as 
Washington  wiseacres  intimate,  that 
he  has  not  heretofore  had  a  sufficient- 
ly free  hand.  Or  perhaps  it  may  be  that 
no  human  being  could  successfully 
accomplish  the  objective  essayed  by 
Congress,  namely,  bolster  up  grain 
prices  above  normal  world-market 
levels  and  at  the  same  time  check 
overproduction. " 

"Tremendous  activity  in  road-build- 
ing this  year  is  assured,  as  the  result  of 
important  releases  of  funds  for  this 
purpose.  'We  shall  need  every  foot  of 
road  that  can  be  constructed  or  im- 
proved, for  the  figures  sent  out  by  the 
Bureau  of  Public  Roads  .  .  .  show  that 
at  the  close  of  last  year  there  were 
over  26.5  million  motor  vehicles  reg- 
istered in  the  U.S.  .  .  ." 


"At  one  time  it  is  mining  stocks;  the 
next  time  it  may  be  movie  stocks. 
Then  the  craze  may  switch  to  radio 
'securities'  and,  after  a  time,  rush  into 
aircraft  issues.  [Now]  it  may  be  timely 
to  sound  a  warning  against  nonde- 
script natural  gas  flotations." 

Fifty  years  ago 

(From  the  issue  of  May  1,  1940) 
"The  food  locker  business,  grossing 
$20  million  a  year  among  farmers, 
will  soon  invade  the  big  cities.  In  Chi- 
cago, ice-machinery  men  tell  of  plans 
for  a  chain  of  similar  'public  iceboxes' 
for  housewives.  Big  enough  to  store  a 
side  of  beef,  thus  allowing  quantity 
buying,  lockers  will  rent  for  $10  a 
year." 

"In  April  the  28  millionth  Ford  rolled 
off  the  assembly  line  at  the 
Edgewater,  N.J.  plant.  (General  Mo- 
tors' record:  25  million;  Chrysler's: 
7.5  million.)" 


Twenty-five  years  ago 

(From  the  issue  of  May  1,  1965) 
"The  electric  dishwasher,  long  the 
Cinderella  of  the  major  appliance 
field,  seems  to  be  catching  on  at  last. 
Manufacturers'  shipments  in  the  first 
two  months  of  1965  rose  22%  over 
the  levels  of  the  same  1964  period  to 
165,000  units — more,  for  example, 
than  shipments  of  electric  water  heat- 
ers (159,000)  or  home  freezers 
(150,000)." 

"They  don't  have  an  expensive  plant 
to  run  or  a  big  payroll  to  meet.  They 
don't  have  to  worry  about  constantly 
turning  out  new  products.  Usually, 
they  don't  have  to  worry  much  about 
new  competition,  either.  Yet  their 
profits  before  taxes  may  run  as  high  as 
39%,  and  their  return  on  equity  any- 
where from  20%  to  30% They  are 

what  the  radio  and  television  industry 
calls  'group  broadcasters.'  This  means 
they  own  or  have  an  interest  in  at 
least  a  couple  of  TV  stations  and  pos- 
sibly as  many  as  seven.  ..." 

Ten  years  ago 

(From  the  issue  of  April  28,  1980) 
"When  Nelson  Bunker  Hunt  and  his 
brother  stalled  on  meeting  margin 
calls  on  their  vast  silver  hoard — some 
100  million  ounces — they  made  his- 
tory, but  it  wasn't  new  history.  More 
than  a  century  earlier,  master  manip- 
ulator Jay  Gould  created  similar  chaos 
with  his  almost-successful  comer  on 
gold.  President  Ulysses  Grant  had  to 
stop  Gould  personally.  The  Hunts 
were  trapped  by  [the  Fed's]  noose  on 
credit,  plus  new  rules  ...  on  the  met- 
als exchanges.  Bunker  Hunt  has  con- 
sistently denied  trying  to  corner  sil- 
ver; Gould  made  no  bones  about  his 
plans  for  gold." 
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New  GM  1940  diese  I  freight  engine  enabled  complete  dieselization  of  U.S.  railroads 
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''  'v.  brain  is  a  wonderful  organ. 
■    starts  working  the  moment 
you  get  up  ijid  does  not  stop 
until  you  v,tt  into  the  office. 
RoBEPi  Frost 


Base:   ii:  Almost  the  only 
ph.-  jn  life  where  a  sacrifice 
is  f  eally  appreciated. 
XRK  Belt  AIRE 


The  historic  glory  of  America 
lies  in  the  fact  that  it  is 
the  one  nation  that  was  founded 
like  a  church.  That  is,  it  was 
founded  on  a  faith  that  was 
not  merely  summed  up  after  it 
had  existed;  it  was  defined 
before  it  existed. 
G.K.  Chesterton 


He  who  receives  a  benefit  with 
gratitude  repays  the  first 
installment  on  his  debt. 
Seneca 


It  is  bad  enough  to  persevere 
in  barbarism;  it  is  worse  to 
relapse  into  it;  but  worst 
of  all  is  consciously  to 
seek  it  out. 

AUREL  KOLNAI 


When  you  are  dissatisfied 
and  would  like  to  go  back  to 
youth,  think  of  algebra. 
Gene  Yasenak 


The  proper  means  of 
increasing  the  love  we  bear 
our  native  country  is  to 
reside  some  time  in  a 
foreign  one. 
William  Shenstone 


I  am  not  rich.  I  am  a  poor 
man  with  money,  which  is  not 
the  same  thing. 
Gabriel  Garcia-Marquez 


If  you  want  to  make  enemies, 
try  to  change  something. 
Woodrow  Wilson 


Thoughts 

on  the  Business  of  Life 


A  bore.  Someone  who  persists  in 
holding  to  his  oum  views  after  we 
have  enlightened  him  with  ours. 

Once  in  a  while  there's  wisdom 
in  recognizing  that  the  Boss  is. 

The  difference  between  towering 
and  cowering  is  totally  a 
matter  of  inner  posture. 

If  you  have  a  job  without  any 
aggravations,  you  don't  have  a  job. 

Malcolm  Forbes 


Bohemia:  A  good  place  in  which 
to  camp,  but  a  very  poor  place 
in  which  to  settle  down. 
Elbert  Hubbard 


Why  is  it  that  we  rejoice  at 
a  birth  and  grieve  at  a  funeral? 
It  is  because  we  are  not  the 
person  involved. 
Mark  Twain 


Education  makes  a  greater 
difference  between  man  and 
man  than  nature  has  made 
between  man  and  brute. 
John  Adams 


As  you  get  older,  you  get 
tired  of  doing  the  same 
things  over  and  over  again, 
so  you  think  Christmas  has 
changed.  It  hasn't.  It's 
you  who  has  changed. 
Harry  S.  Truman 


More  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail 
able,  a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


For  a  country,  everything  will 
be  lost  when  the  jobs  of  an 
economist  and  a  banker  become 
highly  respected  professions. 
Montesquieu 


Violence  is  the  last  refuge 
<of  the  incompetent. 
Isaac  Asimov 


Sense  of  humor:  A  thread  of 
illuminated  intelligence  that 
links  two  opposite  ideas. 
Tom  Masson 


Some  like  to  understand  what 
they  believe  in.  Others  like 
to  believe  in  what  they 
understand. 
Stanislaus  Lec 


A  Text . . . 

He  hath  shewed  thee, 
O  man, 

what  is  good;  and  what  doth 
the  Lord  require  of  thee, 
but  to  do  justly,  and  to 
love  mercy,  and  to  walk 
humbly  with  thy  God? 
MicAH  6:8 


Sent  in  by  Tish  Kawanami,  Torrance,  Calif. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Busmess  of 
Life  is  presented  to  senders  of 
texts  used. 


Most  of  us  spend  our  lives 
as  if  we  had  another  one 
in  the  bank. 
Ben  Irwin 


'Tis  not  knowing  much,  but 
what  is  useful,  that  makes 
a  wise  man. 
Thomas  Fuller 


Before  you  kick  the  dog, 
find  out  the  name  of 
its  master. 
Ray  E.  Brown 
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When  it  comes  to  fashion  accessories,  the  EuroCase"*from  Samsonite  takes  off 
where  your  cuff  links  end.  But  along  with  its  high-tech  European  design,  EuroCase  is  remarkably  durable. 

Which  will  assure  that  it'll  stay  in  fashion  a  long,  longtime. 


I    O  Sc  imscxilte^ 

Our  Strengtl  is  Me  Legendary" 


ci9908amwnll«Corf> 


What  you  can  count  on  after  104  years 

of  bull  mari(ets,bear  mari(ets,consolidations, 

divestituiTes,  upticks  and  downturns. 


Change  is  a  fact  of  life.  Always 
has  been.  Always  will  be.  Fortun- 
ately there  is  one  firm  with  the 
financial  strength,  the  resources 
and  the  vision  to  help  you  deal 
with  it:  Merrill  Lynch. 

These  attributes  help  give  us 
stability  that's  not  easily  shaken. 
And  make  us  the  financial  ser- 
vices firm  our  clients  can  count  on. 
We'd  like  to  share  a  few  facts  and 
figures  with  you  of  which  we  are 
especially  proud: 

$10  billion  in  capital.  Our  balance 
sheet  with  $10  billion  in  total  long- 
term  capital,  including  $3.2  billion 

©1990  Merrill  Lynch  &  Co.,  Inc. 


in  equity  is  one  of  the  strongest  in 
the  securities  industry 

$334  billion  in  client  assets. 
Total  assets  in  clients'  accounts 
stand  at  $334  billion.  That's  sub- 
stantially more  than  our  nearest 
competitor. 

$53.4  billion  in  underwriting. 
In  1989  we  were  the  top-ranked 
underwriter  of  debt  and  equity 
worldwide.  We  raised  $53.4 
billion  and  assisted  our  clients 
in  some  of  the  year's  most 
significant  global  transactions. 

Top-ranked  research  team.  Our 


research  department  has  been 
named  the  number  one  All- 
America  research  team  by 
Institutional  Investor  for  the 
11th  time  in  12  years. 

When  you  can  count  on 
qualities  like  these  from  a 
firm  with  104  years'  experience 
in  managing  change,  you 
too  have  good  reason  to  be 
bullish  on  the  nineties. 


Merrill  Lynch 

A  tradition  of  trust. 
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^^     1  very  driver  has  his  own  dream  of 

"Lexus  offers  a  concert  hall,  seven-speal 

■     luxury,  and  most  don't  dare  dream 

Nakamichi  stereo  option  that's  just  d< 

.  J  this  high.  'World's  finest'  is  an 

astating." 

elusive  crown  to  capture,  but  the  Lexus 

Automotive  Industries,  August  19 

LS  400  is  definitely  in  the  running." 

Car  and  Driver,  September  1989 

"Breathtaking." 

Motor  Trend,  August  75 

"Our  auto  editors  practicaUy  drooled  over 

the  car's  performance,  styling,  ride,  and 

"Imagine  a  high-speed  cloud  with  a  leati 

comfort." 

interior." 

Popular  Science,  December  1989 

Car  and  Driver,  September  K 

ff  You're  Loddngl 
On  lem  Hen 


"Accelerates  like  a  train  (on  very  smooth 
rails)  all  the  way  to  its  top  speed." 

Road  &  Track,  September  1989 

"The  LS  400  is  a  pioneering  vehicle." 

Automobile  Magazine,  January  1989 

"There  are  countless  details  in  a  luxury 

sedan.  Lexus,  particularly,  seems  to  have 

lavished  attention  on  every  one  of  them." 

Car  and  Driver,  December  1989 


"At  full  power,  as  it  rushes  toward 
redline,  its  spirit  cannot  be  fully  sj 
pressed  and  there  issues  forth  a  m 
exquisite  sound— an  ethereal  texture 
the  ears,  a  tear  of  silk.  Seldom  does  luxi 
have  such  an  audible  dimension." 

Car  and  Driver,  September  l*. 

"Another  masterstroke  from  the  land  of 
perfect  machine." 

Automobile  Magazine,  January  I* 
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ON  THE  COyER 

92    How  Much  Is  Donald  Worth? 

By  Richard  L  Stem  and  John  Connolly 
Donald  Trump  may  be  down  to  his 
last  half  billion  in  net  worth.  That's 
not  comfortable  for  a  guy  with  more 
than  $3  billion  in  debt. 

82    Falling  Productivity  In  Education 

By  Peter  Brimelow 

You've  heard  all  the  talk  about  educa- 
tion reform.  Where  are  the  results? 

132  New  Hope  For  Minicomputers  . 

By  Richard  A.  Shaffer 

Why  I  like  Hewlett-Packard. 

140  Tired  Of  Commercial  Flights- 
Why  Not  Charter  Your  Own? 

By  Rita  Koselka 

Business  travelers,  even  vacationers, 

are  chartering  their  own  wings. 

COMPAHIES 

38    The  San  Francisco  49ers 

By  John  //.  Taylor 

The  best  team  money  can  buy — and  a 

sore  point  with  other  NFL  owners. 

44    Coining  Home 

By  Marcia  Berss 

Dayton  Hudson's  recent  strategy  has 
been  discounting,  but  in  buying  Mar- 
shall Field's  in  the  post-junk-bond 
era,  Dayton  becomes  a  factor  again  in 
department  stores. 


100  The  Up  &  Comers:  Pace 
Entertaiimient  Group 

By  Lisa  Gubemick 

Allen  Becker  and  Sidney  Shlenker 
started  with  a  boat  show.  Tractor 
pulls  and  Broadway  shows  came  later. 

104  The  Up  &  Comers: 
Lifetime  Corp. 

By  Ellen  Paris 

It  took  a  couple  of  Brits  to  build  the 
U.S.'  biggest  firm  in  the  business  of 
at-home  health  care. 

108  The  Up  &  Comers:  Quill  Corp. 

By  John  Harris 

Quill's  margins  waxed  fat,  and  the 
company  lost  its  way.  Competition 
has  put  it  back  on  track. 

IHDPSTRIES 

48    Space  Services 

By  Patrice  Duggan 

The  U.S.  makes  the  world's  best  space 
satellites,  but  our  launches  and  rock- 
ets are  expensive.  That  creates  a  di- 
lemma for  protectionists. 

50    Car  Washing 

By  James  Cook 

The  modem  American  car  wash  is  a 
capital-intensive  business  with  some 
interesting  sociological  aspects. 

56    Sugar 

By  Phyllis  Berman  with  Roula  Khalaf 
Meet  the  Fanjuls  of  Palm  Beach,  the 
wealthy  family  with  a  sweet  tooth  for 
government  price  support. 

91     Executive  Pay 

By  Steve  Kichen 

The  chief  executives  of  the  50  largest 
corporations  made  $114  million  in 
salaries,  bonuses  and  stock  options. 


GOVERNMENT 


42  Socialism,  Peimsylvania  Style 

By  Jason  Zweig 

With  Michael  Milken's  guilty  plea 
and  the  end  of  the  junk  bond  era, 
you'd  think  politicians  would  have 
better  things  to  do  than  pass  laws 
against  takeovers. 

121  Environmental  Persecutions 

By  Ruth  Simon 

Prosecutors  are  getting  executives'  at- 
tention with  criminal  indictments. 


INTERNATIONAL 


40  Good  News  For  OPEC 

By  Andrew  Tanzer 

Anyone  who  thinks  oil  will  remain 
cheap  isn't  paying  attention  to  the 
voracious  appetite  for  crude  that  is 
developing  in  Asia. 

41  As  I  See  It:  David  Martin 

By  Laurence  Minard 
The  U.S.  media  and  intellectuals  have 
underestimated  a  major  story  of  the 
late-20th  century:  the  spread  of  evan- 
gelical Protestantism  throughout  Lat- 
in America — and  the  why  of  it. 

TAXING  BiATTERS 

71    Club  Deductions 

By  Laura  Saunders 

California  throws  out  business  ex- 
pense deductions  at  clubs  that  dis- 
criminate on  race  or  sex. 

NUMBERS  GAME 

112  Phony  Bookkeeping 

By  Dana  Wechsler 

Talk  about  bad  loans:  The  federal  gov- 
ernment makes  most  banks  look  like 
pikers.  The  S&.L  bailout  is  only  part  of 
the  sad  story. 
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ilanulaclurers  usually  require  years  to 

?{ine  llieir  cars  to  Lexus'  level  of  compe- 

;nce,  and  almost  none  ever  gets  this  far." 

U.S.  News&  World  Report,  January  8,  1990 

fou  might  not  be  aLle  to  hear  a  mighty 
-8  roar,  but  this  4.0-liter,  32-valve 
OHC  powerplant  puts  out  250  horse- 
ower  ti.dt  you  can  feel  from  the  bottom  to 
le  top  of  the  rev  range." 

Automobile  Magazine,  January  1990 


"These  guys  have  thought  of  everything." 
Road  &  Track,  September  1989 

"The  engine  is  as  tempting  as  sin.  It'll  push 
you  through  the  wind  with  an  ease  nor- 
mally reserved  for  things  with  wings." 

Car  and  Driver,  September  1989 

"The  1990  Lexus  LS  400  is  our  choice  for 
the  best  car  of  1989." 

Popular  Science,  December  1989 


)r  A  Second  Opinion 


Mmm 


m. 


'he  only  way  Toyota  can  improve  its  new 
exus  LS  400  is  by  figuring  out  how  the  car 
in  make  wake-up  calls  and  brew  fresh 
)ffee." 

"M"  Magazine,  February  1990 

remarkable  engineering  achievement." 
Road  &  Track,  September  1989 

'his  is  a  car  that  knows  its  business, 
hether  the  mission  is  a  leisurely  cruise  or 
flat-out  charge  up  a  mountain." 

Popular  Science,  December  1989 

very  thoughtful,  beautifully  crafted  lux- 
ry  sedan." 

Automobile  Magazine,  January  1989 

)ne  word  I  bring  away  from  my  four- 
ay  experience  with  the  Lexus  LS  400: 
larmony.'" 

AutoWeek,  June  26,  1989 

,exus  transports  you  literally  and  figura- 
ifely  into  another  dimension.  The  car's 
noothness  and  air  of  total  integration  is 

vtr  a  wo'vlrr  and  a  delight." 

Car  and  Driver,  January  1990 


"The  LS  400  is  about  to  kick  some  serious 
tail  in  the  luxury-car  market." 

Automobile  Magazine,  January  1990 

"This  is  quite  possibly  the  smoothest,  most 
refined  driveUne  that  isn't  on  the  drawing 
board." 

Motor  Trend,  August  1989 

"The  Lexus  LS  400  is  an  exquisite  auto- 
mobile." 

as.  News  &  World  Report,  January  8,  1990 

"This  car  applies  high  technology  in  a  most 
endearing  manner:  to  create  the  most 
nearly  perfect  sport  sedan  to  date." 

Popular  Science,  December  1989 

"Nothing  close  to  the  Lexus  flagship— in. 
price,  size  and  class— will  be  unaffected 
by  the  new  standards  the  LS  400  has  set." 
Automobile  Magazine,  January  1990 

The  Lexus  LS400.  A  luxury  sedan  so 
rare  and  innovative  that  it's  inspired  some- 
thing equally  rare  in  the  automotive  indus- 
try: a  public  display  of  affection.  For  more 
information,  call  800-USA-LEXUS. 
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The  Relentless  Pursuit  Of  Perfection. 
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INVESTING 


158  The  Funds:  Sauce  For  The  Goose 

By  Michael  Fritz 

Here's  a  question  to  ask  your  fund 
manager:  If  this  is  such  a  great  invest- 
ment, why  don't  you  own  a  lot  of  it? 

172  Streetwalker 

Champion  International;  Gold  stocks; 
American  Medical  International;  JLG 
Industries. 

MARKETING 

116  $1,600  Sweaters,  Anyone? 

By  John  Marcomjr. 

Luxury  products  are  booming  all  over 
the  industrialized  world.  But  even 
luxury  no  longer  sells  itself. 

120  Evian 

By  Seth  Lubove 

Who  needs  another  designer  water? 
Evian,  the  French  drinking  water  in 
the  clear  plastic  bottle,  has  found  it- 
self a  fresh  niche  in  the  U.S. 

COBiPUTERS/COMMUNICATIONS 

122  Packard  Bell's  Mass  Market 

By  Steve  Weiner 

One  way  to  make  money  in  a  com- 
modity business  is  to  buy  a  grand  old 
name  and  attach  it  to  your  product. 

126  Attention,  Pack  Rats! 

By  Kathleen  K.  Wiegner 
Earthquakes,     typhoons,     hard-disk 
crashes    and    software    booboos    all 
threaten  your  data.  Maybe  you  ought 
to  buy  an  Exabyte  backup  system. 


128  Starting  Over 

By  David  Churbuck 

Mainframes  are  dying,  and  a  lot  of 
savings  and  loans  are  dying — but  Dar- 
win Deason  has  figured  out  how  to 
make  money  from  both  of  them  in 
their  final  days. 

SCIENCE  &  TECHNOLOGY 

136  Hedy  Lamarr,  Inventor 

By  Fleming  Meeks 

The  Hollywood  sex  goddess  was  also 
the  inventor  of  an  antijamming  radio 
signal.  She  got  paid  for  her  movies, 
but  not  for  her  invention. 

139  Collect  Call  From  AT&T 

By  Peter  Huber 

What's  it  really  doing  with  a  new 

credit  card? 

PERSONAL  AFFAIRS 

144  Making  The  Messages  Stick 
By  Neal  Santelmann 
One  way  to  tour  the  development  of 
the  modern  American  economy  is  to 
collect  old  pin-back  advertising  but- 
tons companies  used  to  promote  their 
products.  Also:  Car  auctions. 

CAREERS 

148  Resume  For  A  Spy 

By  James  Drummond 
Jerry  Burke  and  his  team  of  retired 
CIA  operatives  will  go  almost  any- 
where around  the  world  and  look  into 
almost  anything  for  their  corporate 
clients. 
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Donald  Trump's  hieroglyphics 

Thanks  to  the  marvels  of  financial  leverage,  v^^e  live  in  an  era 
when  billion-dollar  fortunes  can  be  made  and  lost  almost  over- 
night. No  mystery  why.  Say  a  chap  controls  $5  billion  in  assets, 
against  which  he  has  borrowed  $4  billion.  He's  a  billionaire,  but 
it  takes  no  more  than  a  downswing  of  20%  to  wipe  him  out. 
That's  why  everybody  is  asking  about  the  flamboyant  Donald 
Trump  these  days:  How  badly  has  the  real  estate  slump  eroded 
his  net  worth? 

Forbes  asks  and  answers  the  question  in  "Manhattan's  favor- 
ite guessing  game:  How  rich  is  Donald?"  The  article,  which 
begins  on  page  92,  was  written  by  our  veteran  financial  reporter 
Richard  Stem  in  tandem  with  John  Cormolly,  a  former  police- 
man and  stockbroker,  now  a  freelance  investigative  reporter. 
Understanding  Trump's  complex  affairs  seemed  an  impossible 
task  until  Stem  and  Connolly  obtained  what  they  call  their 
"Rosetta  stone" — a  copy  of  a  sworn  statement  from  Trump 
listing  his  assets  and  liabilities.  Just  as  a  stone  tablet  found  in 
northern  Egypt  nearly  200  years  ago  enabled  scholars  to  deci- 
pher Pharaonic  hieroglyphics,  so  did  discovery  of  Trump's  fi- 
nancial statement  enable  our  team  to  understand  Trump's 
finances.  Graham  Button  and  Brenda  Ling  also  contributed  to 
this  clear  analysis  of  a  situation  that  until  now  has  been  ob- 
scured in  hyperbole. 

Hedy  LanuuT  inventor  „,^^^ 

She  wasn't  the  talented  actress  Greta 
Garbo  was,  but  the  beautiful  Hedy 
Lamarr  was  every  bit  as  famous  in  the 
1930s  and  1940s:  The  glamour  girl 
who  had  attracted  Hollywood's  atten- 
tion with  her  nude  swimming  scene 
in  the  European-made  Ecstasy.  How- 
ever, this  Austrian  banker's  unortho- 
dox daughter  did  a  lot  more  for  her 
adopted  country  than  merely  titillate 
its  male  population.  As  her  contribu- 
tion to  the  war  against  Hitler,  she 

conceived    a    technological    system     

known  as  frequency  hopping  that  is  still  in  extensive  use  in 
military  communications.  Fleming  Meeks  recounts  this  little- 
known  story  and  interviews  the  onetime  film  goddess,  now 
retired  and  living  in  Miami.  "I  guess  they  just  take  and  forget 
about  a  person,"  starts  on  page  136. 

Of  schools  and  sugar 

Everybody  and  his  brother  is  worried  about  the  U.S.  educational 
system,  but  there's  little  agreement  as  to  the  proper  cures. 
Updating  an  earlier  cover  story  in  Forbes  (Dec.  29,  J 986),  Peter 
Brimelow  makes  a  compelling  case  that  without  major  structur- 
al reforms,  additional  money  spent  on  education  is  largely 
wasted.  "American  perestroika?"  starts  on  page  82. 

And  starting  on  page  S6,  Phyllis  Berman  and  Roula  Khalaf 
profile  a  family  fortune  based  on  U.S.  sugar  quotas  in  "The 
Fanjuls  of  Palm  Beach:  The  family  with  a  sweet  tooth." 


Hedy  Latmirr 
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Editor 
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Edited  by  Kerry  Hannon 


The  beginning 

ofagood 

thing? 

Mar  3,  1990 
Don  Young 


Investors  were  taken  by  surprise  last 
month  when  ibm  announced  a 
9.2%  increase  in  first-quarter  net  in- 
come. Forbes  readers  should  have 
been  less  surprised  than  most  people. 
In  late  February  we  carried  a  buy  rec- 
ommendation on  the  stock  made  by 
Don  Yoimg,  who  has  for  five  years 
been  the  chief  iBM-watcher  at  Sanford 
C.  Bernstein  &.  Co. 

Yoimg  pointed  out  that  ibm  pro- 
duced consistently  superior  profit 
margins,  had  dominant  market  share 
in  mainframes  and  was  a  leader  in 
personal  computers.  Yet  ibm's 
stock — whether  measured  as  a  multi- 
ple of  earnings,  cash  flow  or  book  val- 
ue— looked  cheap  when  compared 
with  competitors  such  as  Apple  Com- 
puter, Digital  Equipment  and  Hew- 
lett-Packard. 

Since  our  article  appeared,  the 
stock  has  moved  up  from  a  price  of 
102  to  a  recent  110.  "Long  term,"  says 
Young,  "the  stock  is  still  imdervalued 
by  30%." 


The  S&L  crisis 

Feb.  20,  1989 


TIhe  money  has  already  been 
borrowed,"  declared  Forbes  in  an 
article  pooh-poohing  the  convention- 
al media  coverage  of  the  savings  and 
loan  crisis.  The  common  view  was 
that  losses  were  piling  up  every  day, 
so  every  day  of  delay  in  cleaning  up 
the  mess  would  cost  taxpayers  more 
money.  Our  pomt:  The  crooks  had 
already  done  their  deeds,  the  bad 
loans  had  already  been  made. 

What  remained  were  some  very 
weak  0  :ts.  set  against  a  larger  pile  of 
liabilities— deposits  accruing  interest 
every  day.  But  the  thrifts'  deposits 


were  de  facto  lous  of  the  federal  gov- 
ernment, and  carried  correspondingly 
low  interest  rates.  Liquidation  would 
mean  replacing  those  10%  cds  with 
9%  Treasury  bonds.  Thus,  we  rea- 
soned, liquidating  the  thrifts  quickly  ' 
wouldn't  make  that  much  difference. 
The  cumulative  losses  were  $100  bil- 
lion, we  said,  and  interest  would  have 
to  be  paid  either  way. 

Boy,  was  that  $100  bilHon  figure 
wrong!  The  General  Accoimting  Of- 
fice now  calculates  that  the  cost  of 
liquidating  sick  thrifts  will  be  at  least 
$  1 92  billion,  not  covmting  interest,  and 
could  go  a  lot  higher.  Far  more  rotten 
loans  and  investments  had  been  made 
than  anyone  realized  a  year  ago.  An 
added  problem:  Many  of  the  thrifts' 
weak  assets — including  foreclosed 
properties — have  deteriorated  over  the 
past  year. — William  Baldwin 


A  sad  story 

Oa  7,  1985 
Austin  Furstjr. 


investors  that  this  fragile  market 
niche  would  be  invaded  by  bigger, 
stronger  companies.  The  Hollywood 
studios,  among  others,  have  moved 
into  Vestron's  once  profitable  niche, 
keeping  the  lucrative  video  rights  for 
themselves  or  selling  them  only  at 
sky-high  prices. 

While  his  public  shareholders  have 
been  nearly  wiped  out,  Austin  Furst 
hasn't  done  badly.  In  the  initial  public 
offering  he  took  out  $32  million  in 
cash,  retaining  85%  of  the  stock.  And, 
of  course,  the  imderwriters  have  long 
since  pocketed  their  fees. 


Think  before 
yon  boast 

Apr  16,  1990 
JeffH.  Reynolds 


Iast  year  Austin  Furst  Jr.'s  Vestron 
line,  lost  over  $135  million  on  reve- 
nues of  $236  million.  The  stock,  a 
ghost  of  its  former  self,  was  recently 
down  to  less  than  $1  a  share  on  the 
New  York  Stock  Exchange. 

Vestron  should  be  an  object  lesson 
for  investors  tempted  to  buy  into  hot 
new  issues.  In  business  only  four 
years  but  with  revenues  growing  rap- 
idly, this  distributor  of  videocassettes 
was  taken  public  in  1985  by  Merrill 
Lynch  and  Smith  Barney.  The  original 
plan  was  to  sell  10.8  million  shares  to 
the  public  for  around  $16  to  $19  a 
share.  This  price  would  have  valued 
Vestron's  goodwill  and  intangibles  at 
an  incredible  half-billion  dollars.  Said 
Forbes  at  the  time:  "That  valuation 
verges  on,  if  it  does  not  cross  over 
into,  fantasy." 

After  our  article  appeared,  the  un- 
derwriters cut  the  price.  Even  so,  such 
was  the  appeal  of  the  videocassette 
business  and  such  the  power  of  fanta- 
sy that  the  imderwriters  still  managed 
to  sell  the  stock  at  $13.  Not  bad  for  a 
company  that  got  its  start  by  market- 
ing cassettes  of  Time  Inc.'s  film  li- 
brary. It  should  have  been  obvious  to 


On  Apr.  19  Texas  authorities,  after 
reading  Forbes'  recent  story 
about  Jeff  H.  Reynolds,  arrested  the 
25 -year-old  self-styled  financier  in 
Houston.  His  alleged  crime?  In  Au- 
gust 1988  a  Dallas  County  grand  jury 
had  indicted  him  on  a  felony  charge  of 
passing  two  bad  checks  totaling 
$1 1,000.  Somehow  the  arrest  warrant 
was  never  executed,  and  Reynolds  re- 
mained at  large. 

Forbes  reported  that  Reynolds  ear- 
lier had  pleaded  no  contest  to  two 
other  bad- check  charges  while  skip- 
ping bond  on  a  third  and  was  current- 
ly beset  by  creditors  including  Hertz 
and  U.S.  Sprint.  In  addition,  we  said 
he  and  his  father,  L.  George  Reynolds, 
are  under  investigation  by  the  Securi- 
ties &.  Exchange  Commission  in  con- 
nection with  the  demise  of  publicly 
traded  penny  stock  Cortez  Interna- 
tional Ltd.,  a  mining  company  in  Van- 
couver B.C. 

State  District  Judge  Jack  Hampton  in 
Dallas  set  bail  at  $1  million.  Why  so 
high  ?  One  reason  is  that  Reynolds,  who 
earlier  this  year  had  tried  to  take  over 
Australia's  big  but  troubled  Bond 
Corp.,  brazenly  told  Forbes  his  net 
worth  was  $300  million  and  to  others 
claimed  he  controlled  companies 
worth  $6  billion.  If  Reynolds  is  telling 
the  truth,  reasoned  Hampton,  the 
young  Texan  should  have  no  trouble 
making  bail. — William  P.  Barrett 
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The  facts  that  everybody 
should  know  about  British 
Aerospace  are  fcir  more  than 
statistics. 

They  Jire  hard-won 
credentials  that  show  outstanding 
strengths  in  some  of  the  most 
competitive  business  sectors  in 
the  world. 

They  demonstrate  that  no 
heights  are  unobtainable  by 
British  Industry  if  it  is  willing  to 
apply  its  enterprise  and 
commitment  to  excellence. 

The  record  speaks  for  itself 


British  Aerospace  pic.  II  Strand,  London  WC2N  5JT 

Todays  Leader  in  Tomorrows  World 

COMMERCIAL  AND  MILPTARY  AIRCRAFT    DEFENCE  SYSTEMS    MOTOR  VEHICl  ES    SPACE  AND  COMMUNICATIONS    PROPERTY  DEVELOPMENT  AND  CONSTRUCTION    ENTERPRISES. 


Britain's  leading  exporter  of  manufactured  goods. 

Britain's  largest  exporter  of  cars. 

Winners  of  22  export  and  8  technology  Queen's  Awards  to  Industry. 

Comprehensive  range  of  defence  systems. 

Prime  contractor  for  Britain's  largest  ever  export  deal. 
(Project  Al  Yamamah  in  Saudi  Arabia.) 

Architects  and  builders  of  the  25km  KingFahd  Causeway 
linking  Saudi  Arabia  -  Bahrain. 

Manufacturers  of  the  world's  quietest  jet  airliner  the  BAe  146. 

Prime  contractor  for  Olympus,  the  world's  most  powerful  civil 
communications  satellite. 

An  average  of  over  £lK2-million  spent  on  research  &  development 
every  day. 
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termine  The  Best 
imd  4x4  A^hicle, 


i^i  ■ 


eel  &  Off-Road  Magazine 
Conducted  A  Fierce, 
Competitive  Contest 


It  was  caUed  "th|y\/ar  of  the  Winners."  4-Wheel  &  Off-Roail  mavzazine  tested  this  warV 
4^4  of  the  Year,  wS^  beatijut  all  the  latest  nnports  and  domestics,  against  past  4x4  of 


iductied  rigort^s  of Froad tests  on  steep  nioiuitain  trails.  Horsepower,  engii 
leni^pn,  ride  cSntrol,  body  ^tyUng.  fit  and  finish,  as  well  as  interior  ergonoi 

'^^  red  and'    '■'    ited. 


FjSj!inc,.r'.>! -v-iwri ■.ain  !»m-  7  yi-ars  or  70.0CH1  luilfs .iiul  .ivi.iiiist  i'iili'ilioil\  nxi  ihroii>;l> 
s  or  100,000  miU's.  Soi-  limitod  wArmr.U  ,n  .IimIit.  Di'duVliWi-s  .uui  roslni  tion>  .>pplv. 


No  Contest, 


And  when  all  the  data  was  tabulated,  one  vehicle  emerged  as  "The  Best  of  the  Best." 
p  Cherokee.  With  its  4.0  litre  177  horsepower  engine,  the  most  powerful  in  its  class, 
i  exclusive  shift-on-the-tly  full-time  four-w^heel  drive  capability. 

Tliere  are  h1  lot  of  4x4 'son  the  road  today.  But  rrii        '  O   1    O      T 

en  \\ni  compare  them  with  the  best,  it  s  still  no  1  llcIcS  wlliy  WUc  Jeep... 

itest.  Tliere's  only  one  Jeep.  MM:^Vif;^a(^-  Chr\7QW  w^ 


Advantage:  Chrysler  i 


yslor  Corporal  inn.     Buckle  up  for  safety. 


Forbes  Informer 


Edited  by  Eric  Schmuckler 


Whoopsf  There  goes  a 
hfiif-biilion  dollars 

When  it  paid  about  $4  billion  for  Co- 
lumbia Pictures  Entertainment/Gu- 
ber- Peters,  Sony  knew  it  was  paying  a 
high  price  to  get  into  the  movie  busi- 
ness. But  it  didn't  know  how  high.  In 
mid- April  Columbia's  new  chief  oper- 
ating officer,  Alan  Levine,  went  to 
Japan  to  give  Sony's  Akio  Morita 
some  more  bad  news:  Getting  the  film 
company  up  and  running  will  likely 
cost  at  least  another  $500  million. 

Why  the  extra  tab?  A  film  company 
generally  uses  revenues  from  its  cur- 
rent releases  to  fund  its  next  batch. 
But  when  Dawn  Steel  and  Victor 
Kaufman  walked  out  of  the  company 
late  last  year,  there  was  virtually 
nothing  in  production. 

How  can  you  pay  $4  billion  for 
something  and  overlook  so  obvious  a 
problem?  Apparently  Peter  G.  Peter- 
son's Blackstone  Group,  Sony's  in- 
vestment bankers,  didn't  do  their 
homework.  Neither  did  cbs  Records/ 
Sony  chief  Walter  Yetnikoff,  who  was 
responsible  for  the  Guber-Peters  con- 
tract dispute,  which  alone  cost  Sony 
over  $500  million  (Forbes,  Dec.  11, 
1989].— Usi  Gubemick 

Dr.  Salk  goes  public 

Dr.  Jonas  Salk,  conqueror  of  polio, 
never  made  a  dime  in  royalties  off  his 
invention:  the  vaccine  that  all  but 
eradicated  one  of  the  worst  scourges 
this  century  has  known.  Now  he's 
onto  a  new  scourge,  aids,  and  this 
time  he  appears  to  be  determined  not 


Dr.Jc 

Qoin^  ftuhUe  to  mtop  AIDS. 


to  get  cut  out  of  the  profits. 

Salk  is  poised  to  make  as  much  as 
$4  million  on  his  stake  in  a  company 
whose  stock  price  should  get  its  most 
powerful  kick  from  Salk's  own  pres- 
ence. This  month  Immune  Response 
Corp.  of  San  Diego,  a  biotechnology 
company  developing  a  vaccine  for 
treating  aids,  goes  public  in  an  offer- 
ing led  by  Dillon,  Read  &  Co.  Im- 
mune Response's  vaccine  is  based  on 
an  idea  of  Salk's,  and  he  is  also  a 
cofounder,  a  director,  the  chairman  of 
the  firm's  scientific  advisory  board 
and  an  investor.  Since  1987  Salk  and 
his  family  have  bought  nearly  500,000 
shares  of  Immune  Response  at  a  cost 
of  less  than  a  penny  a  share.  If  the 
stock  goes  public  at  $9  a  share,  Salk 
and  family's  $3,000  stake  becomes 
worth  $4.3  million. 

Immune  Response's  balance  sheet 
still  has  the  same  sickly  pallor  as 
most  of  its  biotechnology  peers — it 
lost  nearly  $5  million  last  year  on 
revenues  of  just  over  $4  million — but 
the  Salk  name  lends  the  firm  a  credi- 
bility other  biotech  firms  would  kill 
for. — Jason  Zweig 

Dealt  out 

The  once-explosive  market  for  inde- 
pendent TV  producers  has  fizzled.  It 
wasn't  so  long  ago  that  television 
companies  were  getting  scooped  up  as 
fast  as  their  owners  decided  to  sell 
out.  As  recently  as  last  December, 
faltering  Reeves  Communications  got 
snapped  up  by  Thames  Television, 
Britain's  largest  independent  televi- 
sion producer,  for  $7  a  share.  Now  it 
seems  Reeves  shareholders  were 
lucky  enough  to  catch  the  end  of  a 
trend.  Over  the  last  six  months,  three 
independent  television  companies — 
MTM,  Grant  Tinker's  gtg  and  Spell- 
ing Entertainment — have  all  noisily 
been  seeking  suitors.  None  of  them 
has  yet  announced  a  deal,  tvs  Enter- 
tainment Pic,  the  British  owner  of 
MTM,  recently  admitted  it  had  not 
received  any  serious  offers  for  the 
stake  it  wanted  to  sell. 

What  about  Tinker?  His  spokes- 
man. Bud  Rukeyser,  says:  "Grant  is 
deciding  what  to  do  next — his  options 
include  everything,  including  leaving 
to  sail  a  boat  or  selling  the  whole 
thing  to  a  third  party."  It's  tough  to 
see  what  they  would  be  buying,  gtg 
has  just  one  show  on  the  air,  Baywatcb, 
which  has  no  guarantee  of  a  renewal 
for  next  season.  As  for  Spelling, 
though  there  was  talk  the  company 


Alan  D  Levenson/Onra 


TV  producer  Grant  Tinker 

"His  options  inclttde  everything." 

would  fetch  $15  a  share,  no  serious 
offers  have  been  announced.  The 
stock  has  recently  traded  at  7%. 

The  major  immediate  stumbling 
block  is  the  federal  review  of  the  fi- 
nancial syndication  rules,  which  now 
forbid  television  networks  to  syndi- 
cate their  own  programs.  If,  as  many 
expect,  the  Federal  Communications 
Cormnission  loosens  that  ban,  the  in- 
dependent producers  could  lose  a  sig- 
nificant portion  of  their  programming 
revenues.  Earliest  date  expected  for 
resolution  is  December. — L.G. 

Newhouses  2,  IRS  0 

Last  month  the  billionaire  Newhouse 
clan  scored  another  impressive  vic- 
tory over  the  irs.  Though  this  isn't 
quite  as  spectacular  as  their  win  in 
the  $610  million  estate  tax  fight  in 
February,  this  latest  victory  will  net 
them  about  $45  million,  plus  13  years 
of  interest,  which  will  more  than  dou- 
ble the  sum. 

The  issue  in  the  case,  called  New- 
ark Morning  Ledger  Co.  v.  U.S.,  was 
whether  or  not  the  company  could 
depreciate  the  subscriber  lists  of  a 
group  of  Michigan  newspapers  it 
bought  for  $328  million  in  1977.  The 
company  maintained  that  it  could  de- 
duct depreciation  on  the  lists,  and 
thereby  save  on  its  taxes,  because  the 
lists  are  an  asset  with  a  fixed  life.  The 
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'//x'  brothers  Men  house 
Saving  $90  million  in  taxes. 
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IRS  wanted  to  classify  the  lists  as  non- 
deductible goodwill. 

The  federal  judge  in  New  Jersey  sid- 
ed with  the  Newhouses.  Shearson 
Lehman  tax  expert  Robert  Willens 
notes  that  the  decision  is  another  de- 
feat for  the  iRS'  cherished  "mass  as- 
set" rule,  which  prevents  companies 
from  writing  off  intangibles. 

The  IRS  has  yet  another  case  against 
the  Newhouses,  a  $300  million  skir- 
mish over  the  proper  valuation  of  the 
estate  of  Mitzi  Newhouse,  the  wife  of 
S.I.  Newhouse  Sr.  (Forbes,  Apr.  2). 
Will  the  Newhouses  make  it  three  in 
a  row? — Laura  Saunders 

Does  mac^  tour  Gimbels? 

Talk  about  confidence.  On  May  4, 
MCA  Corp.  is  taking  a  dozen-odd  fi- 
nancial analysts  on  their  first  tour  of 
the  new,  $600  million  Universal  Stu- 
dios, a  Florida  recreational  facility, 
scheduled  to  open  in  June.  But  that's 
not  all  those  analysts  will  be  seeing. 
MCA  has  arranged  for  the  group  to 
come  down  a  day  early  so  that  they 
can  take  an  unofficial  look-see  at  the 
competition  as  well;  that  is,  the  Dis- 
ney operation  in  Orlando.  "We  want 
to  give  them  the  opportunity  to  do  a 
comparison,"  says  mca's  Robert  Bing- 
aman.  "We  think  they'll  be  stunned 
by  the  difference."  Says  Disney 
spokesman  Erwin  Okun,  "I  admire 
their  chutzpah." — L.G. 

Fidel's  new  friends 

One  of  the  world's  richer  islands,  Tai- 
wan, may  soon  be  coming  to  the  res- 
cue of  one  of  the  poorer  islands,  Cuba. 
According  to  Taiwan's  economics 
ministry,  Taiwan  may  soon  restore 
trade  ties  with  Cuba,  embargoed  by 
Taipei  since  the  1960s.  Taiwan  has 
already  announced  it  will  restore 
trade  ties  with  the  Soviet  Union  and 
Albania,  the  last  European  regimes  on 
its  blacklist.  Why  Cuba?  Because  Tai- 
wanese manufacturers  want  to  get 
into  Cuba  before  their  Japanese  and 
Korean  rivals. — Joel  Millman 

No  more  lif etxNits 

So  many  Shearson  stockbrokers  of 
late  have*  been  abandoning  their  list- 
ing ship  for  the  relatively  calmer 
decks  of  Smith  Barney  that  the  word 
has  come  down  from  on  high:  For  the 
next  three  months,  there  is  to  be  a 
moratorium  on  hiring  Shearson  bro- 
kers at  Smith  Barney.  Technically, 
the  deal  was  struck  between  the  two 
firms  and  '  specified  that  Shearson 
couldn't  hire  Smith  Barney  brokers, 
either.  But  the  rush  has  been  decided- 
ly in  one  direction,  so  the  ruling  is 
most  likely  to  affect  only  the  Shear- 
sonites. — Gretchen  Morgenson 
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O  1989  American  Exprrss  Travel  Related  Services  Company,  Inc. 


nmversary 
of  The  Monster. 
Don*t  Tee  Off  Alone. 


CONCORD  HOTEL 
MONSTER 


If  you  dare,  American  Express  and  the  Concord  Resort  Hotel  invite  you 
and  your  companions  to  test  your  courage  with  a  round  against  The 
Monster.  But  a  warning,  on  its  25th  Anniversary,  this  course  has  never 
been  tougher.  So,  when  you  travel  up  to  Kiamesha  Lake,  N.Y.,  use  the 
American  Express®  Card  for  other  Concord  extras,  including  indoor  tennis, 
shopping  and  horseback  riding,  lb  make  an  American  Express®  Card 
Assured  Reservation*  for  your  hotel  stay,  call  1-800-431-3850  or  your  travel 
agent.  And  if  you  aren't  afraid  of  the  bogeyman,  play 
The  Monster  with  the  American  Express  Card. 

*  Be  sure  to  ask  about  restrictions  and 
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cancellation  requirements. 
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Pearlcorder"'  S811  Microcassette" 

Recorder  with  the  enhanced  ease 

single-slide  switch  operation. 

tters.  Memos.  Conference  reports. 

atever  your  dictating  needs,  the 
lympus  Pearlcorder  88 11  fulfills  them 

ply,  efficiently. 

Operated  by  a  single-slide  switch, 
the  S811  moves  from  record  to  playback 
as  nimbly  as  your  mind.  No  fumbling  for 
buttons.  No  breaking  your  train  of  thought. 

With  professional  features  such  as 
electronic  indexing,  Vv'hen  integrated  with 
the  Pearlcorder  TlOO 
Transcriber,  the  88 11 
brings  greater  speed 
and  productivity  to 
your  business. 

Pearlcorder  recorders  and  transcribers. 
When  it  comes  to  designing  state-of-the- 
art  dictating  equipment,  Olympus  has  it 
down  to  the  letter. 

For  information  on  the  8811,  or  any  of 
our  Microcassette  "Thought  Processors," 
call  toll-free  1-800-221-3000,  Ext.  51. 

Olympus  Corporation 
Woodbury,  NY  11797-9970 

OLYMPUS 

Pearlcorder 

MICROCASSETTE 
RECORDERS  AND 
TRANSCRIBERS 
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EXCESS 
INVENTORY 

IS  CHANCING 
HIS  LIFE 


Anthoine  has  the  chance  to  break  the 
vicious  cycle  of  poverty  which 
strangles  his  neighborhood.  Up  until 
now  his  best  "career"  opportunity 
would  be  gangs  and  drugs. 

That  was  before  EAL. 

Even  though  he's  still  in  8th  grade, 
Anthoine  knows  there's  a  college 
scholarship  waiting  for  him.  EAL's 
"Excess  Inventory  for  Scholarships" 
program  is  giving  him  the  hope  and  in- 
centive he  needs  to  fmish  high  school. 

If  your  company  has  excess  inven- 
tory, you  can  change  a  life  by 
donating  it  to  EAL. 

For  More  Detatls 
Call  708/690-OOIO 
Peter  Roskam 
Executive  Direaor 


EducatlorMil  Asslstanctt  Ltcl.w 

P.O   BOX  3021  GLEN  ELLYN,  ILLINOIS  60138 
FAX  (708)690-0565 
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Readers  Say 


Robofihile 


Sir:  Re  "Why  Japan  loves  robots  and 
we  don't"  (Apr.  16).  While  the  Japa- 
nese may  come  to  dominate  the  hard- 
ware side  of  the  robot  business,  in 
fact,  most  of  the  work  and  most  of  the 
value  in  such  a  system  is  site  specific. 
Robots  will  probably  create  more  jobs 
than  they  consume,  but  this  work 
will,  as  usual,  be  more  technical, 
more  interesting,  better  paying  and 
more  productive. 
— Meredith  Poor 
San  Antonio,  Tex. 


Hold  that  IRA! 

Sir:  Thank  you  for  your  timely  alert 
about  states  confiscating  dormant 
IRAS  ("Could  you  be  escheated  out  of 
your  IRA?"  Apr.  16).  What  about  a 
warning  label  that  banks  and  invest- 
ment houses  could  use  to  protect 
their  clients  in  states  where  abuses  of 
the  escheat  laws  are  in  effect?  Will 
Rogers  knew  when  he  kidded  about 
politicians  and  their  "taxation  with 
misrepresentation. " 
— William  J.  O'Connor 
Tallahassee,  Fla. 

Sir:  Your  ira  article  stated,  "Smart 
investors,  however,  wait  until  the  last 
possible  moment  (age  ZO'A)  to  start 
withdrawals."  Some  of  us  can't  afford 
the  luxury  of  waiting  until  we  are 
70'/2  to  start  withdrawing.  The  bills 
have  to  be  paid.  Survival  has  nothing 
to  do  with  being  smart. 
— Susan  L  Kenney 
Orrington,  Me. 


Best  of  the  worst 

Sir:  The  cause  and  effect  scenario  pro- 
posed by  Mr.  Weinberger  that  changes 
in  Eastern  Europe  are  a  result  of  our 
resurgent  military  strength  (Commen- 


tary, Apr  16)  is  uncharacteristic  of  his 
intellectual  astuteness.  A  more  realis- 
tic conclusion  might  be  that  commu- 
nism is  more  flawed  than  democratic 
capitalism,  so  that  the  "best  of  the 
worst  systems"  ultimately  prevails. 
« — frank  L  Frable 
Aurora,  Ind. 


Plasticide 

Sir:  In  your  article  on  Du  Pont  ("Dirty 
chemicals  in,  clean  water  out,"  Mar. 
19]  you  mentioned  a  joint  venture  to 
recycle  plastics.  I  believe  this  effort  is 
a  sham  to  convince  the  American 
public  that  plastics  are  not  an  envi- 
ronmental problem.  How  much  bet- 
ter the  world  would  be  if  plastics  had 
never  been  created. 
-Robert].  Kelly 
Hermosa  Reach,  Calif 
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Simple  minds 

Sir:  It  was  a  pleasure  reading  about 
the  future  value  of  "two  7-cent  cigars 
a  day"  in  the  Flashbacks  article  (Mar. 
5).  It  was  also  a  pleasure  to  see  how  far 
we've  come  in  70  years.  The  terminal 
value  of  14-cent  cash  flows  for  30 
years  compounded  annually  should 
have  been  $4,039.87.  The  original 
author's  slide  rule  is  no  match  for  the 
simplest  calculator  today. 
— Michael  Farrell 
New  York.  NY 


Truism  and  altruism 

Sir:  Re  Peter  Huber's  Insights  (Apr. 
16)  I  doubt  that  lawsuits  for  malprac- 
tice are  the  fault  of  the  legal  profes- 
sionals, per  se.  I  must  admit  that  if  I 
had  the  chance  to  syphon  off  a  few 
million  bucks  for  some  real  or  imag- 
ined injury  by  initiating  a  lawsuit,  I 
probably  would.  On  an  individual  ba- 
sis, it  is  difficult  to  be  altruistic. 
—William  Wood 
liellinglxon.  Wash 


Civilians'  ri|pits 

Sir:  Re  Caspar  Weinberger's  Com- 
mentary on  drug  testing  (Af)r  J).  This 
country  has  a  drug  problem  that  must 
be  solved,  but  random  drug  testing  is 
not  the  answer.  As  a  transportation 
worker,  I  was  forced  to  give  up  my 
civil  rights  this  year  with  the  implc- 
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mentation  of  random  drug  testing.  If 
random  drug  tests  are  so  effective, 
why  not  put  them  to  the  real  test  and 
subject  all  citizens  on  our  highways? 
Drug  tests  may  work  in  our  military, 
but  America  is  not  a  military  state. 
— Byron  L  Gentry 
Webster  Groves,  Mo. 


Ifetiqihoiically  speaking 

Sir:  If  Forbes  is  really  serious  about 
covering  the  hog  industry  ("Where  did 
all  the  pigs  go?"  Mar.  19),  you  should 
be  aware  that  the  fundamental  prob- 
lem in  the  industry  is  consolidation 
by  the  big  three  packers.  After  all, 
there   aren't   any   bigger   hogs   than 
those  corporate  socialists  in  the  guise 
of  meatpackers  who  feed  at  the  public 
trough  and  slop  their  way  to  record 
profits  at  the  expense  of  taxpayers, 
farmers,  workers  and  communities. 
— Marjean  Sutter 
— David  L  Ostendorf 
PrairieFire 
Des  Moines,  Iowa 


Art  receivables 

Sir:  Counter  to  your  portrayal  in  "Is 
the  art  market  ready  for  Mountain 
Tortoise?"  (Mar  19),  Shigeki  Ka- 
meyama  has  been  a  Sotheby's  client 
in  good  standing  for  over  15  years.  He 
has  always  met  his  obligations,  as  he 
did  in  the  instance  you  cite.  As  any- 
one knowledgeable  about  the  art  mar- 
ket will  confirm,  major  paintings  are 
often  paid  for  by  collectors  through  a 
combination  of  cash  and  other  works 
of  art. 

— Diana  D.  Brooks 
President 

Sotheby's,  North  America 
New  York,  NY. 


Worth  a  penny 

Sir:  On  behalf  of  all  the  silent,  grate- 
ful ones  out  there  that  you  never  hear 
from,  I  thank  you  for  your  Thoughts 
on  the  Business  of  Life  page.  It  adds  a 
rare  touch  of  class  to  your  so  practical 
and  uniquely  valuable  magazine. 
— Cleo  Halle 
Honolulu,  Hawaii 

Sir:  It  is  interesting  that  the  majority 
of  the  quotations  on  your  Thoughts 
page  directly  attributable  to  politi- 
cians, both  past  and  present,  have 
proven  to  be  wrong  in  retrospect. 
— C.  Homer  Rose  III 
Walhalla,  SC 
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The  One  Time 

You  Can  Let  Success  Go  To  Your  Head. 
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"The  Malcolm." 

A  unique,  Ughtweight,  cmshable 
fine  fur-felt  hat. 

STETSON 

Exclusively  from  .  .  .  you  know  who. 

4500  Stetson  Trail,  St.  Joseph.  MO  64502 

The  Hartmann  Lawyer's  Brief: 
a  classic  case  for  quality. 

From  its  finished  interior,  to  its  classic  belting  leather  exterior,  this  new 
Hartmann  Lawyer's  Brief  is  the  ultimate  in  refinement,  convenience  and  luxury. 
Handcrafted  in  the  Hartmann  tradition,  it  makes  a  strong  case  for  the 
timeless  pleasure  of  quality. 


Handcrafted  since  1877. '" 
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This  is  the  key 

to  one  man's  love  of 

American  values. 


This  is  the  key 

to  one  bank's  understanding 

of  American  business. 


The  key  to  the 
Norman  Rockwell 
Museum  at  Stock- 
bridge,  Massachu- 
setts, home  of  the 
world's  largest  collec- 
tion of  original  works 
by  America's  favorite  illus- 
trator By  1993,  the  museum 
will  have  opened  a  new 
facility  capable  of 
housing  three  times  as 
many  works. 


In  banking  as  in<irt,  it's  not  enough  just  to  love  what 
you  do.  You  also  need  a  thorough  understanding 
of  the  nuances  and  intricacies  involved.  Swiss  Bonk 
Corporation  embraces  this  philosophy  in  serving 
American  business. 

When  it  comes  to  handling  your  specific  needs,  our 
depth  of  knowledge  and  special  expertise  in  structur- 
ing transactions  have  made  Swiss  Bank  Corporation 
a  leading  provider  of  commercial  and  merchant 
banking  services  to  major  U.S.  corporations. 
We  are  also  equipped  to  assist  clients  with  interest 
rote  risk  management,  money  market  and  foreign 
exchange  trading,  and  participation  in  the  U.S. 
market  for  precious  metals.  We  are  also  a  primary 
dealer  in  U.S.  Government  Securities. 
Positioned  in  34  countries  around  the  v^rld  and  on  all 
the  major  stock  exchanges  from  New  York  to  Tokyo, 
we  are  the  Swiss  bank  with  the  most  international  ex- 
perience and  the  largest  international  network. 
With  over  50  years  in  the  United  States,  Swiss  Bonk 
Corporation  has  a  well-founded  understanding  of 
American  business.  Experience  the  confidence  and 
security  that  come  from  working  with  the  triple-A 
rated  bank  that  really  knows  your  needs— and  start 
appreciating  the  true  art  of  banking. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 


New  York    •    Atlanta    •    Chicago    •    Dallas    •    Houston 
Los  Angeles    •    Miami    •    Son  Francisco 
Toronto    •    Calgary    •    Montreal    •    Vancouver 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


ENCORE!  ENCORE! 


Alan  Greenspan  won  high  praise  in  1987 
for  vigorously  moving  to  prevent  a  recession- 
inducing  credit  crunch  in  the  aftermath  of 
the  stock  market  crash.  The  Fed  chief  needs 
to  make  a  similar,  though  less  dramatic, 
move  today  to  prevent  an  economic  slump. 

Because  of  the  S&.L  debacle  and  the  col- 
lapse of  so  many  real  estate  loans,  bankers 
are  tightening  credit.  But  in  many  cases, 
particularly  in  New^  England,  they  are  going 
too  far.   They  have  switched  from  giving 


Greenspan: 

He  must  act  again. 


loans  to  anyone  to  providing  credit  for 
almost  no  one. 

With  the  zeal  of  reformed  sinners,  bank 
examiners,  after  failing  to  do  their  job  in  a 
time  of  excess,  are  harshly  reinforcing  this 
reluctance  to  lend. 

Greenspan  should  quietly,  forcefully  pass 
the  word  to  regulators  and  bankers:  Don't  go 
to  the  opposite  extreme.  Be  sure  creditworthy 
borrowers,  particularly  small  and  mid-size 
businesses,  have  ample  credit. 


CONGRESS  SHOULD  DO  ITS  PART 


in  reviving  the  economy  by  enacting  a  meaningful  capital- 
gains-tax  reduction. 

Politicos,  economists  and  executives  complain  that  cap- 
ital in  this  country  is  too  expensive  and  in  short  supply. 
A  tax  cut  would  do  wonders  for  alleviating  these  problems. 


A  15%  rate  would  send  financial  markets  higher,  which 
would  increase  the  wealth  of  the  nation.  Even  Washington 
should  grasp  that  higher  stock  prices  mean  more  and 
cheaper  capital. 
Why  burden  ourselves  with  an  excessive  levy? 


DON'T  UNDERESTIMATE  JAPAN  AND  RUSSIA 


From  Superman  to  wimp  is  how  some  observers  are 
describing  Japan's  economy  in  the  wake  of  its  stock  mar- 
ket collapse.  The  flaws  that  were  always  there — excessive 
regulation  in  many  sectors,  particularly  real  estate  and 
retailing,  and  a  too-powerful,  too-unaccountable  bureau- 
cracy— are. now  highlighted.  Longer  term,  Japan's  aging 
population  means  increasing  strains,  experts  warn. 

Led  by  Moscow,  everyone  has  amply  documented  the 
Soviet  Union's  economic  disasters. 

But  each  country,  in  very  different  ways,  has  had  a 


historical  knack  for  coming  back. 

Isolated,  backward  Japan  looked  ripe  for  colonial  pluck- 
ing 120  years  ago  until  the  Meiji  restoration  triggered  an 
almost-overnight  modernization  that  quickly  transformed 
those  islands  into  a  major  military  power.  We  all  know 
what  Japan's  economy  did  after  the  debacle  of  the  Second 
World  War.  In  1974  the  media  were  full  of  stories  that  the 
energy  crisis  would  cripple  oil-poor  Japan.  Despite  im- 
mense strains,  Tokyo's  economy  quickly  surged  to  new 
heights.  Ditto  Japan's  reaction  to  the  fall  of  the  dollar  in 
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1 9S5-88,  v/hich  was  supposed  to  devastate  Japanese  exports. 

.r-pan  h  on  the  threshold  of  promising,  fundamental 
changes.  Consumers,  especially  younger  ones,  are  quick- 
ly recognizing  that  they  are  being  euchred  by  the  current 
system.  N(jw  that  the  business,  bureaucratic  and  politi- 
cal elites  have  been  scarred  by  scandal  and  by  the  stock 
market  crash,  the  pace 
wiii  pick  up. 

Japan's  economy  is 
changing — and  will  be 
the  stronger  for  it. 

Russia?  From  Ivan  the 
Terrible  to  Lenin  and 
Stalin,  modernization 
has  too  often  been  a  mur- 
derous     process.       But 


Ivan  the  Terrible,  Stalin,  Emperor  Me^i: 

In  contrast  to  Japan's,  Russia's  progress  was  oft  marred  by  tyranny. 


somehow,  despite  chaos  and  bloodshed,  Russia  stumbles 
forward  enough  to  keep  from  falling  too  far  behind  the 
West  for  too  long,  particularly  in  the  military  sphere. 

In  1917-18  its  empire  had  fallen  apart;  Russia  was  rent 
with  civil  war;  the  economy  had  ceased  to  function.  Five 
years  later,  the  empire  was  mostly  back  together  and 
Lenin's  New  Economic  Policy  (godfather  of  Gorbachev's 
perestroika)  was  reviving  economic  activity. 


Moscow  may  be  in  for  one  of  its  periodic  "times  of 
troubles."  But  Russia  will  eventually  revive  politically 
and  economically. 

The  important  question  is:  Will  the  revival  come  under 
a  dictatorship?  Or  will  it,  as  it  did  in  the  late  19th  and  early 
20th  centuries,  happen  under  a  political  and  judicial  sys- 
tem that  was  haltingly 
becoming  more  liberal? 

Because  economic 
growth  increasingly  re- 
lies on  information,  the 
Kremlin  will  have  to  al- 
low greater  freedoms; 
Russia  will  eventually 
fmd  its  way  to  the  com- 
munity of  democratic  na- 
tions. But  there  will  be  considerable  backsliding  and  set- 
backs along  the  way.  Remember,  when  Russia  was  moving 
at  the  turn  of  the  century  toward  something  of  a  constitu- 
tional monarchy,  the  empire  experienced  some  of  its  most 
vicious  pogroms.  Social  change  can  be  discomforting, 
thereby  fomenting  a  search  for  scapegoats.  Which,  by  the 
way,  is  a  critical  reason  why  we  should  be  opening  wide  our 
gates  to  Soviet  Jews,  just  as  we  did  a  hundred  years  ago. 


ISRAEL  WAS  HARSHLT  CONDEMNED  BT  THE  U.S. 

and  Europe  nine  years  ago  for  its  dramatic  bombing  raid     send  missiles  to  Israel  with  poisonous  chemicals.  And  he 


on  Iraq's  nuclear  power  plant.  But  the  Jew- 
ish State  did  the  world  an  enormous  favor. 
Otherwise,  bloodthirsty  dictator  Saddam 
Hussein  would  have  had  the  atomic  bomb 
to  use  against  the  Iranians  during  their  war 
and  would  have  threatened  other  nations 
with  it. 

But  this  mass  murderer,  whose  grip  on  Iraq 
is  tighter  than  ever,  wasn't  chastened  for 
long.  He  is  developing  launchers  that  can 


Hotting  his  next  outraf^e 


has  gone  all  out  on  another  nuclear  program. 

If  this  terrorist's  potential  to  blackmail  oth- 
er countries  is  to  be  curbed,  now  is  the  time  to 
do  It.  At  the  least,  the  U.S.  and  the  West 
should  eliminate  almost  all  of  their  commer- 
cial relations  with  this  cold-blooded  thug. 

But  that  may  not  be  enough.  If  Israel 
should  ever  strike  these  facilities,  the  world 
should  applaud  such  a  courageous,  humani- 
tarian act  rather  than  condemn  it. 


DON'T  TAMPER  WITH  PAMPERS 

Some  environmentalists  are  like  Cotton  Mather  and     more  pressure  to  build  more  highways,  which,  in  turn, 
central  bankers — they  don't  want  the  rest  of  us  enjoying     means  less  farmland,  etc. 


ourselves,  living  an  easier,  happier  life. 

Take  their  attack  on  Pampers,  Hug- 
gies,  et  al.  These  absorbent,  easy-to-put- 
on  conveniences  are  supposedly  a  men- 
ace to  our  health  because  they  are  not 
biodegradable.  We  must  go  back  to 
cloth  diapers. 

Their  logic  is  toxic.  Look  at  the  facts. 

First,  nothing  degrades  in  a  dump  be- 


Going  to  cloth  diapers  will  also  lead  to 
greater  imports,  which  will  lead  to  a 
bigger  trade  deficit  and  intcnser  protec- 
tionist pressures,  which  can  lead  to  trade 
wars  and  depressions.  Who  wants  those? 

Even  with  safety  pins,  fingers  and  lips 
will  be  pricked,  leading  to  greater  blood- 
shed in  a  nation  that  has  too  much  of  it 
already.  And  frayed  tempers  create  a  bad 


Would  doth  blight  their  lires." 
cause  everything  is  stacked  on  top  of  everything  else,     environment  for  baby. 

Second,  greater  use  of  diaper  services  means  more  traffic         Under  the  circumstances,  we  should  all  praise  Pampers 
and  more  use  of  gas,  which  leads  to  more  pollution  and     and  its  plastic  competitors. 
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MARTHA  LrV^S  BY  THE 

CREDO  THAT  THE  OUTCOME 

OF  YOUR  DAY  MAY  INDEED 

HANG  BY  A  THREAD. 


Martha,  Seamstress 
The  I  ierrc,  Xew  Yor 


_R)ur 
Seasons 


She  Knows  in  ner  heart  that  an  impeccahle  appearance  can  he  one  or  your  strong  suits.  A 
sentiment  gkared  hy  those  she  works  with.  From  the  valet  who  launders  your  shirts  ana  presses  your 

trousers,  to  the  inaivnaual  who  collects  your  shoes  each  night  ana  returns  them  at  dawn,  polished  y^^     ~  y^y^j>Ji» 

to  perfection.  At  The  Pierre,  we  helieve  that  you,  as  well  as  your  room,  should  he  heautinilly  appointed.       NEW  YORK         i 
RftK  Avenue  at  blst  Street,  New  York,  N.Y.  10021  PKone  (212)  838-8000  or  (800)  332-3442.        one  of  IhtfJeadin^otelsofthffWoHd^ 
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Other  Comments 


Siglit  On 

Leonard  Stem  said  he  is  folding  7 
Days,  the  weekly  magazine  he  started 
two  years  ago  for  upscale  New  York- 
ers. Mr.  Stem,  who  made  millions 
from  pet  food  and  real  estate,  added 
wearily,  "Magazine  publishing  is  a 
tough  business." 

—Wall  Street  Journal 

Heaveciy  Wanders 

With  the  launching  of  the  Hubble 
Space  Telescope,  the  vision  of  astron- 
omy should  be  improved  tenfold, 
bringing  into  focus  5  to  10  trillion 
objects.  The  exquisitely  polished  mir- 
ror is  designed  to  capture  and  magnify 
hght  from  almost  the  edge  of  the  uni- 
verse— and  therefore  near  the  begin- 
ning of  time.  It  is  hoped  that  the  mir- 
ror can  resolve  objects  so  well  that 
theoretically  it  could  pick  out  the 
writing  on  a  dime  100  miles  away. 

"I'll  be  drunk  with  excitement," 
said  Dr.  John  N.  Bachall,  an  astro- 
physicist at  the  Institute  for  Ad- 
vanced Study  in  Princeton,  N.J. 
"We'll  be  looking  at  things  people 
have  never  seen  before.  Who  knows 
what  surprises  the  deity  has  in  store?" 
—John  Noble  Wilford, 
New  York  Times 

Starting  Early 

when  three-year-old  Princess  Gaya- 
tri  Devi  of  Cooch  Behar  came  to  stay 
with  her  parents  in  London,  she  man- 
aged to  escape  from  the  house  they 
had  taken  in  Knightsbridge  and  make 
her  way  across  the  street  into  Harrods 
department  store:  "I'd  been  shopping 
with  my  mother  before  and  I'd  heard 


her  give  her  account  number.  So  I 
went  to  the  toy  department  and  or- 
dered a  whole  lot  of  toys.  There  was  a 
tub  with  a  lot  of  celluloid  toys  float- 
ing around  and  I  said  'I  want  that.'  So 
they  picked  out  a  duck,  and  I  said, 
'No,  all  the  toys,  the  tub,  the  water 
and  all.'  And  at  the  end  of  my  little 
shopping  expedition  I  said,  'And  put  it 
down  to  the  account  of  Princess  Aye- 
sha,'  as  I  had  heard  my  mother  say. 

"I  had  two  or  three  little  expedi- 
tions like  this,  until  one  day  the  gov- 
erness said  to  my  mother,  'Oh,  Your 
Highness,  you're  spoiling  the  chil- 
dren.' My  mother  said,  'What  do  you 
mean?'  So  she  said,  'Well,  these  toys 
arrive  every  other  day.'  " 

— Lives  of  the  Indian  Princes, 
by  Charles  Allen 

What  a  Ridef 

"I  read  recently  about  Gordon  Wu," 
I  said  to  Ian.  Gordon  Wu  graduated 
from  Princeton  with  the  class  of  1957. 
Gordon  Wu  prospered  with  Hong 
Kong,  in  construction  and  real  estate, 
and  he  just  gave  Princeton  $4  million 
for  Wu  Hall.  I  said  that  $4  million  was 
a  very  nice  gift  to  give  your  old  alma 
mater  at  your  25th  reunion. 

"Four  million  dollars  is  taxi  money 
to  Gordon  Wu,"  Ian  said. 

— Adam  Smith,  The  Roaring  '80s 

Uncle  Banker 

In  January  total  nonfinancial  sector 
debt  outstanding  was  up  $652  billion 
from  a  year  ago,  the  lowest  year-over- 
year  increase  since  October  1984,  and 
well  below  the  November  1986  all- 
time  peak  of  $822  billion.  The  sum  of 


business  and  personal  savings  last 
year  was  $806  billion,  which  exceed- 
ed the  borrowings  of  all  nonfinancial 
sectors  (yes,  even  including  the  gov- 
ernment) by  $170  billion.  The  federal 
deficit  exceeded  personal  savings 
from  1983  through  1988.  Currently, 
personal  savings  exceeds  the  federal 
deficit  by  $50  billion,  when  both  are 
measured  on  a  12-month  basis. 

We  believe  that  in  the  1990s  the 
U.S.  will  become  a  net  international 
lender  again. 

— Dr.  Edward  Yardeni, 

Director  of  Economics, 

Prudential-Bache  Securities 


Cod.  could  not  be  everywhere 
so  he  made  mothers. 

— itnrtth  provBrb, 

Eney^opedim  afEeUgiouB  Quatadoas, 

editad  hy  Fnnk  8. 


"You  have  to  learn  to  read  aria  '.rite,  son — you'll 
be  filling  out  federal  forms  n'l  y  >ur  life!" 


One  Difference 

In  Maine  they  tell  of  an  old  man 
walking  along  the  beach  with  his 
grandson,  who  picked  up  each  starfish 
they  passed  and  threw  it  back  into  the 
sea.  "If  I  left  them  here,"  the  boy  said, 
"they  would  dry  up  and  die.  I'm  sav- 
ing their  lives." 

"But,"  protested  the  old  man,  "the 
beach  goes  on  for  miles,  and  there  are 
millions  of  starfish.  What  you  are  do- 
ing won't  make  any  difference." 

The  boy  looked  at  the  starfish  in  his 
hand,  gently  threw  it  in  the  ocean, 
and  answered:  "It  makes  a  difference 
to  this  one." 

— President  George  Bush,  in  the 

American  Bar  Association  Journal 

Them  or  Us 

Don  Drysdale,  pitcher  for  the 
Brooklyn  and  Los  Angeles  Dodgers 
tells  (in  his  autobiography.  Once  a 
Bum,  Always  a  Dodger]  how  he  threw 
spitballs  for  years  to  the  consterna- 
tion of  sluggers  like  Ted  Williams  and 
Henry  Aaron,  anci  how  he  felt  about 
his  reputation  as  a  terrorist  on  the 
mound,  with  the  perfect  object  turned 
into  a  weapon.  Once  when  an  umpire 
wamed  him  not  to  throw  at  a  batter, 
he  responded,  "If  you  fine  me,  I'll  get  a 
lawyer  .  .  .  and  I'll  sue  the  entire  Na- 
tional League.  How  can  you  tell  me 
what  I  was  thinking,  what  my  intent 
was?"  The  brushback  worked;  there 
was  no  fine.  "I  always  believed  that  it 
was  them  or  us,  and  nothing  was  go- 
ing to  stand  in  my  way." 

— James  F.  Clarity, 
New  York  Times  Book  Review 
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When  I  won 


Elmar  Oliveira,  with  his  1697  Molitar  Stradivarius  Violin. 


the  Tchaikovsky  competition, 

I  was  thrilled. 

Later  came  the  Avery  Fisher  prize. 

I  was  overjoyed. 

Now,  I  play  a  Stradivarius 

on  the  concert  stages  of  the  world. 

And  I've  reached  the  point 

of  Delirium. 


i) 


INTRODUCED  ON  FEBRUARY  12TH,  19?9  AS  THE  THINNEST  WATCH  IN  THE  WORLD 
TODAYS  18K  GOLD  CONCORD  DELIRIUM  WATCH 


S.  MARSH 

265  Millburn  Ave.,  Millburn,  NJ  (201)  376-7100 


CONCORD. 

WATCH 
MAKERS 

To 
THE  GENTRY. 

SINCE   i9oe 
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We've  been  flying  nonstop  to  ocanuiiiav »a  iiom  lour  We  don't  think  so,  which  is  why  we've  decided  to 

American  cities  for  quite  some  time.  ^ve  you  all  of  Kurope  as  well. 

Thanks  to  Continental,  you  can  now  add  anutrjcr  From  Copenhagen  you  can  now  continue  with  us  I 

50  cities  to  the  list.  Our  partner  tak-  you  to  Newark,  H)  destinations  in  Kurop^'.  And  through  our  partner 

and  we'll  fly  you  the  rest  of  the  way  ,,i.ip  with  Swissair  and  Rnnair,  you've  got  another  '( 

But  will  it  be  good  enough  in  the  90s?  within  reach. 

SAS.  CHICAGO:  150  N.  MICHIGAN  AVE.  SUITE  2110,  LOS  ANGELES.  222  N.  S  -PULVEDA  BLVD.  SUITE  1900.  EL  SEGUNOO  NEW  YORK.  1270  AVE  OF  THE  AMERICAS.  SUITE  30, • 
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But  since  your  trip  isn't  only  about  flying,  we've 
looked  over  our  hotels  too. 

Having  acquired  a  large  share  of  Inter-Continental 
Hotels,  we've  now  got  as  many  as  70  hotels  all  over 
Europe.  (Not  to  mention  an  additional  57  in  the  rest 
of  the  world.) 


You  say,  SAS  is  a  small  Scandinavian  airline. 
We  say,  try  us  for  size. 

M//S4lf 

Well  be  there 


SEATTLE:  1301  5TH  AVE.  SUITE  2727.  CALL  TOLL-FREE  1-800-221-2350. 


SCANDINAVIAN  AIRLINES  SYSTEM 


ONEMNinE 

MANAGERS 

NEEDTEN  SECOND 

MEMOS. 


Post-it 

Brand 

Note  Pad 

Self-Stick  Renxjvable  Notes 


When  People  Count  On\bu, 
Count  On  Post-it  Notes. 


"Post-it"  is  a  trademarl<  of  3M      c  3M.  1988 
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Commentary 

on  Events  at  Home  and  Abroad 

By  CasparW  Weinberger,  Publisher 


KOREA  REVISITED 


It  seemed  a  ripe  time,  a  few  weeks  ago,  to  visit  South 
Korea,  one  of  our  staunchest  alhes. 

After  several  years  of  relative  political  stability,  a  prime 
factor  in  any  risk  analysis  of  a  country  for  investment. 
South  Korea  has  recently  witnessed  some  worrying  as- 
pects, despite  some  encouraging  developments. 

Kim  Young  Sam,  one  of  the  major  opponents  of  President 
Roh  Tae  Woo,  suddenly  abandoned  his  35 
years  in  opposition  three  months  ago  and, 
with  his  followers,  joined  the  President  in  a 
loose  coalition  that  was  the  first  step  in  the 
creation  of  a  large,  new  government  party 
modeled  on  Japan's  highly  successful  Liberal 
Democratic  Party.  Then,  equally  inexplica- 
bly, two  weeks  ago  Kim  refused  to  attend  a 
major  meeting  of  the  new  party,  criticized 
the  pace  of  reform  and  gave  every  evidence  of 
a  man  about  to  head  back  into  opposition. 

He  may  not  switch  again:  He  does  not 
have  enough  supporters  in  Parliament  to 
threaten  the  ruling  party.  But  unless  he  is 
given  more  of  a  major  role,  he  may  torpedo 
the  attempt  to  guarantee  stability  for  years  to  come. 

At  breakfast  with  Don  Gregg,  our  very  able  and  expertly 
qualified  ambassador  to  Korea,  in  his  delightful  Korean- 
style  home,  Forbes  Vice  Chairman  Kip  Forbes  and  I  con- 
cluded that  Kim's  problems  may  be  due  largely  to  the  major 
difficulties  stemming  from  his  move  from  the  long-held 
role  of  opposition  leader  to  support  for  the  ruling  party.  The 
U.S.  hopes  he  will  remain  a  part  of  the  new  party. 

Progress »to ward  more  democracy  is  evident.  The  many 
newspapers  do  not  hesitate  to  attack  the  government. 
Debates  in  the  Parliament  are  sharp  and  open.  Wages  have 
more  than  doubled  in  some  industries  in  the  last  two  years. 

Reconciliation  with  North  Korea  seems  impossible  so 
long  as  its  President,  Kim  Il-Sung,  keeps  the  old  hatreds 
alive.  He  constantly  tries  to  capitalize  on  his  claim  that 
South  Korea  is  about  to  invade  the  North.  This  is  impossi- 
ble militarily,  politically  and  economically,  but  it  has  thus 
far  kept  the  North  Koreans  under  Kim  Il-Sung's  heel. 

A  combination  of  the  withdrawal  of  Soviet  military  and 


Shopping  in  Seoul: 

High  in  quality,  low  in  price. 


economic  funding  and  the  weak  and  bizarre  nature  of  Kim 
Il-Sung's  son,  his  designated  successor,  leads  to  predictions 
that  North  Korea  may  join  the  ranks  of  civilized  nations, 
possibly  this  decade.  If  some  of  the  North's  desperately  poor 
people  could  see  the  enormous  prosperity  and  growth  of 
their  South  Korean  neighbors,  the  disintegration  of  com- 
munist rule  in  the  North  would  be  hastened. 

Our  own  relations  with  South  Korea  con- 
%  tinue  to  be  very  strong  and  mutually  sup- 
Q  portive.  There  are  reports  of  occasional  anti- 
I  U.S.  demonstrations  by  groups  of  students. 
^  But  Korean  military  forces  do  not  wish  us  to 
reduce  our  military  effectiveness  there.  We 
are  trying  to  reduce  any  friction  by,  among 
other  things,  having  Korean  officers  serve  in 
top  joint-command  positions.  Those  who 
know  the  military  strength  of  North  Korea 
are  most  hopeful  we  will  not  invite  another 
attack  from  the  North  by  leaving  the  South. 
On  the  economic  and  trade  side,  the  Kore- 
an   economy    still    seems    powerful    and 
strong.  But  close  Korea  watchers  are  wor- 


ried. It  is  hard  for  anyone  in  the  U.S.  to  think  that  an 
economy  whose  GNP  is  growing  at  the  rate  of  5%  a  year 
can  be  a  cause  for  worry.  But,  as  Chung  Se-^oing,  CEO  of 
Hyundai,  one  of  Korea's  largest  conglomerates,  explained 
to  us,  the  growing  population  requires  at  least  50,000  new 
jobs  a  year,  which  in  turn  requires  an  annual  increase  of 
6%  to  7%  in  the  GNP  "just  to  stand  still." 

Still,  South  Korea  is  fundamentally  ver/  strong  and  a 
particularly  attractive  place  for  U.S.  business  and  invest- 
ment. Compared  with  Japan,  there  are  very  few  restric- 
tions designed  to  keep  out  U.S.  or  other  foreign  trade. 
Currently,  we  have  a  comparatively  large  trade  deficit 
with  Korea  that  would  significantly  decline  if  we  agreed  to 
sell  Korea  our  liquid  natural  gas  from  Alaska. 

The  Korean  market  is  large,  with  growing  demands 
opening  great  opportunities  for  U.S.  business.  But  it  is 
clear  that  our  companies  will  have  to  compete  vigorously 
and  effectively  if  we  want  a  significant  share  of  future 
Korean,  or  any  other  foreign,  markets. 
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The  Infiniti  Q45  hits  60  mph  in  69  seconds. 
At  which  point  you  discover  that  "Wow"  is 


-^■^. 
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jp  involuntary  reaction  of  pure  pleasure 
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_e  mtiniti 


enjoyed  trom  many  viewpoints. 


pertormance  luxury  sedan  can  be 


_  Since  it's  a  car  based  on  innovation  instead  of  imitation, 

jou  are  immediately  taken,  for  instance,  by  the  creature  comforts.  An 

automatic,  tilt-up,  tilt-down  steering  wheel  that  telescopes  to  your  ideal 

driving  position.  Leather-covered  seats  with  vertical  seams  that  accom- 

f 

modate  the  shape  of  your  back,  or,  more  specifically,  your  backbone. 

,  In  the  midst  of  amenities,  however,  you  also  note  a  decided 

lack  of  clutter.  In  the  Q45,  what's  there  is  there  for  the 
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enhancement  of  a  truly  luxurious  driving  experience, 

*  Speaking  of  which,  its  time  to  start  the  engine,  "Hey  does 
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rhaps  because  of  their  rarity,  tend  to  evoke  reactions  like  this.) 
fc  6.9  seconds  later,  you  find  yourself  going  60  mph. 


Thats  where  the  "Wow"  comes  in. 

"  To  find  out  more  about,  or  test  drive  the  Infiniti  Q45 

performance  luxury  sedan,  call  1-800-826^6500  for  the  name  of 
your  nearest  Infiniti  dealer.  \      ^ 


« OMEGA   SPEEDMASTER    CLASSIC.  AN    EXCEPflONAL   WATCH    IN    WHICH    EVERY 
WHEELTRAIN  BEATS  IN  RHYTHM  WITH  THE  SIGNIFICANT  MOMENTS  OF  YOUR  LIFE». 


OMEGA.  The  watch  that  records  the  world's  significant  moments. 
At  the  Olympic  Games.  In  outer  space.  And  exclusively  for  you. 
Here  's  the  Omega  Speedmaster  Classic  in  18  k  gold.  Water-resistant. 


OMEGA 


Avanu*  i  S2nd  aurmt,  500  Madison  Avenue,  NYC  758-3265 

S«v«n1h  Av«niM  4  34th  StrMt  200  W  34m  Street  NYC 

Bocnwlt  T«U(r,  al  1himp  Toww,  NYC 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  world 
is  awash 
in  crude 


OPEC  member  states 
wont  cut  output 
to  match  demand 


Is  a  crunch  coming 

in  oil  port  and 
refinery  ciq[iacity? 


THE  NEWS  ON  OIL  PRICES  REMAINS  GOOD 

The  weakness  in  world  oil  prices  (crude  dropped  below  opec's  $18- 
a-barrel  benchmark  in  early  April)  will  continue  for  at  least  the  next 
two  or  three  months — and,  conceivably,  longer  than  that. 

OPEC  output  hit  close  to  24  million  barrels  a  day  in  March,  way  over 
the  cartel's  agreed  22  million  bbl./day  ceiling,  opec  ministers  hope 
their  latest  emergency  meeting,  called  for  May  2,  will  reduce  quota 
cheating  and  reverse  the  price  slide.  Expect  the  usual  recriminations 
and  calls  for  higher  prices  and  greater  production  discipline.  Do  not 
expect  much  action. 

This  March,  world  crude  oil  inventories  were  6%  higher  than  in  the 
same  month  in  1989.  The  U.S.  crude  oil  inventory  is  now  significantly 
above  the  top  of  the  average  range  of  the  last  three  years.  So  many 
tankers  are  being  used  as  floating  storage  that  capacity  is  getting  tight. 

Once  we  reach  the  summer,  conventional  wisdom  says,  increased 
driving,  summer  air-conditioning  and  higher  economic  growth  could 
narrow  the  gap  between  demand  and  supply. 

But  world  oil  demand  grew  by  only  2%  to  3%  in  1989,  despite  strong 
5%  to  6%  growth  in  Asia  (see  story,  p.40),  and  by  just  1%  or  so  for  the 
industrial  countries.  World  demand  this  year  for  opec  oil  is  expected  to 
be  no  more  than  22  million  bbl./day. 

Only  three  opec  members  (Saudi  Arabia,  Kuwait  and  the  United  Arab 
Emirates)  even  try  to  stick  to  their  production  quotas,  for  sometimes 
contradictory  reasons.  Saudi  Arabia  wants  to  keep  real,  inflation- 
adjusted  oil  prices  constant  and  high — though  today's  $18  price  is 
barely  above  1972  prices  in  real  terms.  Kuwait  wants  prices  predictably 
constant,  yet  low  enough  to  discourage  investment  in  production  by 
non-OPEC  countries. 

An  unquantifiable  wild  card  is  the  extent  to  which  Soviet  oil  output 
will  fall  this  year  and  the  limited  extent  to  which  the  Soviet  Union  (or 
its  former  satellites)  can  find  the  hard  currency  to  import  oil. 

Looking  forward,  rapid  growth  in  Asia's  oil  consumption  is 
certainly  good  news  for  opec.  Offsetting  this,  rumors  in  Europe  suggest 
a  massive  new  oil  discovery  stretching  beneath  Saudi  Arabia,  Kuwait 
and  even  into  Iraq.  Early  reports  say  it  is  2  to  3  miles  deep  in  the 
Paleozoic  geological  layer,  but  it  is  a  sweet,  low-sulfur  crude. 

So  the  time  may  be  coming  when  we  should  take  less  notice  of  the 
price  of  crude  and  more  of  the  environmental  pressures  against  oil 
ports  where  crude  can  be  offloaded,  and  against  new  refineries. 

Local  hostility  from  environmentalists  to  such  facilities  may  explain 
why  U.S.  oil  companies  are  heavily  buying  natural  gas  leases  (as  an 
alternative  to  refining  crude),  and  why  Saudi  and  Kuwaiti  oil  interests 
are  buying  existing  U.S.  refineries  and  also  looking  to  the  Caribbean  to 
build  new  ones. 
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The  Forbes  Index 
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The  Forbes  Index  fell  0.4%  in  March,  preliminary  data 
show.  If  they  hold  up,  the  Index  will  be  at  its  lowest  level 
since  September  1988.  New  housing  starts  rose  28%  from 
February,  but  this  is  the  weakest  March  figure  since  1983. 
March  retail  sales  fell  0.6%,  and  industrial  production  fell 
0.3%.  Soft  demand  is  prompting  businesses  to  work  off 
inventories,  according  to  Edward  F.  McKelvey,  senior 
economist  at  Goldman,  Sachs.  Note:  The  Federal  Reserve 
has  revised  the  Industrial  Production  series,  so  that  1987 
now  equals  100. 


other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Banli 

10.0% 

Auto  sales  year  to  date  vs.  t989' 

Ward's  Automotive 

-1.4% 

Index  of  leading  indicators  February  vs.  January 

Dept  of  Commerce 

-1.0% 

Trade  tialance  last  12  months 

Dept  of  Commerce 

-$96  bil 

Producer  price  index  March  vs.  1989^ 

Oept  of  Labor 

4.4% 

GNP  4th  quarter  vs.  3rd— annualized  growth 

Dept  of  Commerce 

1.1% 

NBER  Experimental  Recession  Index^ 

Natl  Bureau  of  Economic  Research 

5.0% 

'U.S.-  based  manufacturers,  excludes  Impoits,  as  of  4/10/90 

^Finished  goods.  'February 

1990. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  Tfie  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  (198/  =  100) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Oept.  of  Labor) 


140 


130 


120 


110  ^• 


Services 


Total  index 


Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept,  of  Labor) 


I  Inventories 


New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept.  of  Commerce) 


150 


120 


90 


60 
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New  housing  stans  (thousands)  privately  owned, 
unadjusted  (Dept.  of  Commerce) 


2775 


2650 


2525 


2400 


Personal  income  liDniions)  wage  and  salary  disburse- 
ments, seasonally  ad|usted  (Dept.  of  Commerce) 


Retail  sales  ($billions 

seasonally  adjusted  (Oept  of  Commerce) 


730 


700 


670 


640 


Consumer  installment  credit  ({billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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The  World's  First  Desktop  Office  Is  Here. 

ATelephone,  Fax,  And  PC,  All  In  One  Unit,  With  ATouch-Sensitive  Screen. 


Introducing  the  Canon  Navigator 

Now,  vou  can  do  more  work  without 
moving  from  your  chair 

You  can  ehter  data  into  your  PC  while 
talking  with  a  client  on  the  phone.  Receive  a 
facsimile  while  creating  a  document— then 
fax  that  document. With  one  machine,  on 
top  of  your  desk. 

In  fact,  the  Navigator  is  the  first  office 
machine  in  the  world  that  lets  you  do  so 
much— just  by  touching  its  screen: 

Call  your  clients.  You  can  bring  up 
your  300-name  directory  speed- 
dial,  re-dial,  set  the  Navigator's 
answering  machine— even  have  it  give  you  a 
wake-up  call— by  touching  its  screen. 

Fax  documents.  You  can  call  up  the 
directory  of  your  C3  fax  machine, 
send  documents  directly  from 


your  screen  and  receive  them  straight  to 
your  disk.  All,  with  a  simple  touch. 

Use  your  PC. You  can  pull  up  Micro- 
soft' Works  2.0,  which  comes  with 
the  Navigator— with  the  touch  of  a 


finger  So  you'll  have  word  processing, 
spreadsheet  with  graphics,  data  base,  and 
more,  to  help  you  run  your  business  more 
efficiently 

And,  since  you  can  use  software  com- 
patible with  the  IBM  PC/XT"  there  are 
hundreds  of  programs  you  can  benefit 
from. 

Call  1(800)  733-9500.  And  see  'ntMc^ 
how  much  easier  work  can  be.       |L. || 

Microsoft  is  a  registered  trademark  of  Microsoft 
Corporation.  IBM  and  IBM  PC/XTare  registered 
trademarks  of  International  Business  Machines 
Corporation 

Caran  USA ,  Kc.  Ore  Canon  Piaa  Late  Success.  NY  11012 


Canon 
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Desktop  Office 
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k,  OfM  ^  Come  see  the  Canon  Greater  Hartford  Open. 
Jicie  2B-Jiiy  1.  or  watcfi  it  on  CSS  lietevision 


:  1990  Canon  USA,  mc 


Forbes 


The  San  Francisco  49ers  have  been  proclaimed  one  of  the 
greatest  teams  in  professional  football  history.  Do  they  owe  their 
success  to  their  owner's  willingness  to  break  league  rules? 


The  best  team 
money  can  buy 


NFL  Commissioner  Paul  Tagliabue  (left),  ^rtscaster  Brent  Mu-,hury^er,  Eddie  Deliartolo  Jr  and  ccxicb  (k'orf^e  Seiftrt 
{Corporate  onvnermhip  fi«Ips  maJce  the  49mn'  big  losmea  more  palatable. 
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By  Mbn  H.  T«ylor 


H 


EADS  WILL  BUTT  when  the  Na- 
tional Football  League's  28 
team  owners  meet  late  in  May 
in  Dallas.  Some  irate  owners  say  they 
will  press  the  league's  commissioner, 
Paul  Tagliabue,  to  penalize  the  Super- 
Bowl-wiiming  San  Francisco  49ers  by 
making  them  forfeit  several  first- 
round  draft  picks.  They  will  also  push 
the  commissioner  to  fine  team  owner 
Edward  (Eddie)  DeBartolo  Jr.  several 
million  dollars. 

The  reason  for  the  clamor:  DeBarto- 
lo's  secret  transfer  of  ownership  of  the 
49ers  into  his  father's  real  estate  com- 
pany, the  Edward  J.  DeBartolo  Corp., 
in  late  1986.  The  transfer  clearly  vio- 
lates NFL  rules,  which  the  league  says 
preclude  "direct  or  indirect  owner- 
ship of  a  member  club  by  a  major 
corporation,  whether  publicly  or  pri- 
vately owned,  with  other  [nonfoot- 
ball]  major  operations." 

The  NFL  acknowledges  the  49ers  are 
in  violation  of  league  rules,  but  will 
not  say  what  action  it  will  take.  Most 
of  the  owners,  however,  said  they  did 
not  know  of  the  49ers'  ownership  set- 
up imtil  Forbes  told  them.  The  youn- 
ger DeBartolo  did  not  respond  to  our 
request  for  an  explanation. 

Eddie  DeBartolo's  father,  Edward 
DeBartolo  Sr.,  has  amassed  a  personal 
fortime  worth  $1.4  billion  (Forbes, 
Oct.  23,  1989)  through  DeBartolo 
Corp.,  which  reportedly  owns  or  man- 
ages nearly  10%  of  all  the  shopping 
mall  space  in  the  U.S. 

Word  of  DeBartolo  Corp.'s  secret 
ownership  has  sparked  a  furor  among 
NFL  owners.  Complains  Philadelphia 
Eagles  owner  Norman  Braman:  "If 
this  ownership  structure  is  allowed  to 
continue,  it  will  devastate  family- 
owned  teams  like  the  Rooneys  in 
Pittsburgh  and  the  Modells  in  Cleve- 
land, who  made  this  league  what  it  is. 
The  Bramans  of  the  world  caimot 
compete  with  the  DeBartolos." 

Which  is  exactly  why  the  nfl  by- 
laws ban  such  corporate  ownership. 
The  NFL  felt  that  allowing  team  own- 
ership by  major  corporations  would 
give  corporate  owners  the  unfair  ad- 
vantage of  access  to  virtually  unlimit- 
ed funds.  Because  of  the  rule,  even  the 
wealthiest  owners,  including  the 
New  York  Jets'  Leon  Hess  and  the 
Detroit  Lions'  William  Clay  Ford,  run 
their  football  teams  either  as  football- 
only  corporations.  Subchapter  S  cor- 
porations or  limited  partnerships. 
Many  teams  are  owned  by  families 
with  few  significant  assets  except  for 
the  team. 

Largely  because  of  the  49ers'  corpo- 
rate ownership,  DeBartolo  is  able  to 


rack  up  losses  said  to  be  30%  to  40% 
higher  than  any  other  team.  Several 
owners  put  the  49ers'  loss  at  about 
$15  million  last  year,  and  at  about  $30 
million  during  the  past  three  years — 
all  of  it  very  likely  deducted  from 
DeBartolo  Corp.'s  taxable  earnings. 

Could  the  other  owners  do  the 
same?  Possibly,  but  they  could  write 
off  losses  only  to  the  extent  of  their 
investments  in  the  teams.  Since  most 
NFL  owners  bought  their  teams  at 
least  a  decade  ago,  few  have  enough  of 
an  investment  to  use  $15  million  a 
year  in  tax  losses.  An  owner  could  use 
his  football  losses  against  other  in- 
come, but  only  a  handful  of  them 
make  enough  to  use  $15  million  in 
losses.  Even  if  the  owner  were  able  to 
use  the  losses,  DeBartolo  would  still 


considering  retirement,  so  DeBartolo 
went  out  in  the  free  agent  market 
again  this  season  and  signed  another 
aging  but  still  strong  nose  tackle,  Fred 
Smerlas  (one-year  salary:  $750,000). 

"How  many  teams  can  go  out  and 
sign  up  a  backup  for  a  backup  at  a 
huge  salary?"  says  a  competing  nfl 
owner.  "The  answer  is,  very  few." 

NFL  owners  say  the  49ers  pay  about 
50%  more  for  backup  players  than  do 
other  teams.  Backup  quarterback 
Steve  Young  makes  about  $1.1  mil- 
lion a  year,  compared  with  $350,000 
for  most  backup  quarterbacks.  As  a 
result,  the  49ers'  $22  million  payroll 
last  year  was  30%  higher  than  the 
league  average. 

Two  other  team  owners,  Jack  Kent 
Cooke  of  the  Washington  Redskins 
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Quarterback  Joe  Montana  takes  a  snap  from  center  in  January's  Super  Bowl 

At  $22  mllUon,  the  49er8'payroU  is  30%  higher  than  the  league  average. 


have  an  advantage,  because  the  corpo- 
rate tax  rate  is  34%,  while  the  maxi- 
mum personal  tax  rate  is  28%. 

Complains  New  England  Patriots' 
owner  Victor  Kiam,  "If  this  [the  49ers' 
ownership]  is  true,  it  could  lead  to  the 
destruction  of  the  competitive  fair- 
ness of  the  league." 

No  question  that  when  it  comes  to 
bidding  for  players,  DeBartolo's  49ers 
spare  no  expense.  Consider  one  posi- 
tion on  the  49ers  team:  nose  tackle, 
the  key  defensive  lineman  who  nor- 
mally plays  directly  opposite  the  of- 
fensive center.  The  49ers'  starter  is 
Michael  Carter,  an  All-Pro.  Not  sur- 
prisingly, he's  well  paid,  about 
$700,000  last  year.  The  average  nose 
tackle  makes  about  $400,000  a  year. 
But  when  Carter  was  hurt  last  year, 
DeBartolo  outbid  several  teams  for 
backup  Jim  Burt;  Burt's  estimated  sal- 
ary, $390,000  a  year.  But  now  Burt  is 


and  Bud  Adams  of  the  Houston  Oil- 
ers, are  also  in  violation  of  the  league 
rule  prohibiting  corporate  ownership. 
But  unlike  the  San  Francisco  49ers, 
the  Skins  and  the  Oilers  long  ago  told 
NFL  officials  of  this  corporate  owner- 
ship. More  important,  both  either  are 
profitable  or  lose  modest  amounts 
each  year,  so  they  would  not  generate 
large  tax  subsidies. 

NFL  Commissioner  Tagliabue  is  in  a 
tough  spot.  It  was  DeBartolo  who 
championed  Tagliabue  to  succeed 
Pete  Rozelle  last  year  in  a  bitter  be- 
hind-the-scenes battle  between  the 
nfl's  old  and  new  guard.  Will  Taglia- 
bue force  DeBartolo  to  separate  ov^'n- 
ership  of  the  49ers  from  his  family's 
real  estate  operations?  A  tough  call. 

Warns  Braman,  "If  the  rules  are 
changed  to  accommodate  the  DeBar- 
tolos, the  entire  ownership  structure 
will  change.  And  not  for  the  better."  ■ 
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Anyone  who  thinks  oil  will  remain  cheap 
isn't  paying  attention  to  the  voracious  ap- 
petite for  crude  that  is  developing  in  Asia. 

Good  news 
for  OPEC 


By  Andrew  Tanzer 


So  DETERMINED  WERE  the  Japa- 
nese to  conserve  oil  a  decade 
ago  that  hghts  were  dimmed 
and  hot  water  turned  off  in  the  execu- 
tive men's  room  at  Nippon  Steel 
Corp.  The  situation  today  could  not 
be  more  different. 

"The     mentality     of     consumers 
changed  in  Japan  from  energy  conser- 


vation in  the  early  Eighties,  after  the 
oil  shocks,  to  forgetting  about  the  oil 
crises,"  says  Seiji  Sakamoto,  a  manag- 
er at  Nippon  Oil  Co.  "Even  miti  can't 
control  our  oil  consumption." 

Indeed,  Japan's  demand  for  oil  has 
grown  5%  a  year  for  the  past  three 
years,  far  higher  than  the  industrial 
countries'  average.  Japan  now  con- 
sumes 4  million  barrels  a  day  (the  U.S. 
consumes  17  million  a  day)  as  Japa- 


Asia's  thirst  for  oil 


As  Asia-Pacific  demand  for  oil  expands,  regional  production 
will  stagnate  in  the  1990s,  leaving  the  region  far  more  depen- 
dent on  imports  of  oil  from  the  Persian  Gulf. 
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nese  consumers  begin  to  enjoy  the 
fruits  of  economic  success. 

As  in  Japan,  so  throughout  Asia. 
From  the  traffic  gridlock  in  Bangkok 
to  the  noxious  fumes  in  Taipei's  air, 
Asia's  economies  are  booming  and 
working  up  an  insatiable  thirst  for 
energy,  especially  oil.  In  Taiwan, 
South  Korea  and  Thailand  oil  con- 
sumption is  growing  over  10%  a  year, 
gasoline  at  more  than  20% . 

Fereidun  Fesharaki,  who  heads  the 
energy  program  at  Hawaii's  East- West 
Center,  keeps  a  close  watch  on  Asia- 
Pacific  oil  consumption.  Last  year,  ac- 
cording to  Fesharaki,  oil  consumption 
in  Asia  ballooned  8%,  compared  with 
almost  no  growth  in  the  U.S.  and  Eu- 
rope. The  region's  own  oil  production 
is  growing  much  more  slowly  than 
consumption. 

Fesharaki  thinks  China  and  Austra- 
lia will  be  net  importers  by  1995.  In- 
donesia, now  a  large  exporter,  will  be 
only  a  tiny  net  exporter  by  the  end  of 
the  decade.  In  Malaysia  domestic  de- 
mand is  growing  about  5%  a  year, 
soaking  up  much  of  the  surplus  avail- 
able for  export. 

All  of  this  is,  of  course,  good  news 
for  the  Organization  of  Petroleum  Ex- 
porting Countries.  With  member 
countries  regularly  cheating  on  their 
production  quotas  and  the  price  of 
crude  dropping — it  recently  hit  a  two- 
year  low — oPEc's  oil  ministers  have 
been  a  glum  bunch  lately.  Looking 
ahead  a  few  years  in  Asia  should  cheer 
them  up.  "I  see  the  Pacific  Rim  alone 
pushing  up  the  price  of  oil  $5  [in  real 
terms,  to  $25  a  barrel]  by  1995,"  pre- 
dicts Fesharaki.  "By  2000,  everybody 
will  be  more  dependent  on  opec,  but 
nobody  as  much  as  Asia." 

Thailand  is  a  good  example  of  the 
confluence  of  Asian  energy  trends. 
Thailand  is  eager  to  be  the  next  newly 
industrializing  country.  Its  oil  con- 
sumption is  surging  15%  to  20%  a 
year,  as  rapid  urbanization  and  indus- 
trialization have  produced  torrid 
growth  in  diesel  fuel  for  trucking, 
construction  equipment  and  light  in- 
dustry. Electrification  requires  fuel 
oil;  motorization,  more  gasoline  (up 
26%  last  year  alone);  and  aviation, 
more  jet  fuel. 

"Oilmen,"  says  A.V.  Liventals, 
chairman  of  Mobil  Oil  Singapore,  Ma- 
laysia and  Thailand,  "are  ecstatic  over 
Thailand." 

Ample  Asian  supplies  of  natural  gas 
may  mitigate  the  situation  some- 
what. Indonesia  and  Malaysia  are 
building  gas  pipelines  and  converting 
power  plants  from  oil  to  gas  to  help 
maintain  their  exports  of  more  easily 
tradable  crude  oil.  Both  will  build 
pipelines  to  Singapore  to  supply  the 
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Fereidun  Fesharaki 

Seeing  $2S-a-barrel  oil  by  1995. 

city-state's  electric  utilities. 

Thailand,  which  has  abundant  off- 
shore gas  reserves  developed  largely 
by  Unocal,  is  substituting  natural  gas 
for  oil-derived  naphtha  in  its  petro- 
chemical industry.  There  is  talk  of 
building  a  massive  natural  gas  pipe- 
line network  to  link  the  six  countries 
of  the  Association  of  Southeast  Asian 
Nations.  Clean-burning  natural  gas  is 
also  being  converted  into  liquefied 
natural  gas  (lng)  and  exported  in  rap- 
idly growing  volumes  to  heavily 
industrialized,  hydrocarbon-poor 

Northeast  Asia.  Last  year  Japan  began 
importing  lng  from  Australia's  $7 
billion,  6-million-ton-a-year  North- 
west Shelf  project  developed  by  Shell, 
BP,  Broken  Hill  Proprietary,  Chevron 
and  Mitsubishi  Corp. 

But  LNG  carries  tremendous  capital 
costs,  and  natural  gas  can  do  only  part 
of  the  job  of  industrializing  Asia.  So 
the  region's  demand  for  oil  and  gas  is 
helping  to  trigger  an  exploration  rush, 
and  the  welcome  mat  has  again  been 
laid  out  for  foreign  oil  companies. 
Governments  have  revised  produc- 
tion-sharing contracts,  giving  foreign 
investors  more  of  the  take,  provided 
more  attractive  tax  and  royalty  terms 
and  aggressively  tendered  offshore 
acreage.  ^ 

Interest  is  keen  in  "frontier"  acre- 
age in  places  like  Papua  New  Guinea, 
Burma  and  Vietnam,  where  there's 
the  chance  of  a  big  find.  A  Chevron- 
led  group  will  produce  Papua  New 
Guinea's  first  barrels  of  oil  in  1992. 

Even  backward,  socialist  Vietnam, 
where  Mobil  discovered  oil  offshore 
in  the  closing  days  of  the  war,  is  pro- 
ducing oil  in  its  White  Tiger  field 
with  the  Russians.  But  the  Vietnam- 
ese are  not  finding  their  ideological 
partners  to  be  ideal  business  partners. 


"People  are  horrified  at  the  technol- 
ogy the  Russians  are  using  there," 
says  Julie  Bundy,  editor  of  Petroleum 
News,  a  regional  trade  magazine.  The 
U.S.  has  barred  American  oil  compa- 
nies from  investing,  but  Vietnam  has 
signed  exploration  agreements  with 
Shell,  BP,  Total  and  bhp. 

Yet  for  all  the  exploration  efforts 
and  despite  the  availability  of  natural 
gas,  economic  growth  is  so  strong  in 
Asia  that  Fesharaki  predicts  the  Asian 
economies'  dependence  on  imported 


oil  from  the  Persian  Gulf  will  rise  to 
90%  by  2000,  from  70%  today.  Mean- 
while, far  from  being  part  of  the  solu- 
tion, the  U.S.  is  making  the  situation 
worse  by  putting  environmental  re- 
strictions on  domestic  exploration 
and  production,  and  growing  more  de- 
pendent on  imported  oil  every  day. 
Those  oPEC-ers,  currently  struggling 
to  keep  oil  prices  up,  can  take  cheer  in 
the  incredibly  strong  position  they 
will  be  in  just  a  few  years  down  the 
road.  ■ 


As  I  See  It 


The  U.S.  media  and  intellectuals  have  un- 
derestimated one  of  the  great  social  move- 
ments of  the  late  20th  century:  the  spread 
of  evangelical  Protestantism  throughout 
Latin  America — and  the  why  of  it. 

The  new 
missionaries 


By  Lawrence  Minard 


ALBERTO  Fujimori's  unexpected 
surge  to  first  place  in  the  race 
b  for  Peru's  presidency  has  been 
played  in  the  U.S.  media  largely  on 
the  basis  of  the  drama  involved  in  a 
son  of  Japanese  immigrants  rising  to 
the  fore  in  a  Latin  country.  But  the 
more  significant  story  is  the  role  of 
evangelical  Protestantism  in  Fuji- 
mori's unexpectedly  strong  showing 
in  this  Catholic-dominated  society. 

Fujimori  himself  is  a  Catholic,  but 
one  of  his  running  mates  is  a  Protes- 
tant, as  are  some  50  candidates  for  the 
national  legislature.  Thousands  of  Pe- 
ruvian evangelicals  campaigned  door 
to  door  for  Fujimori  in  the  shanty 
towns  of  Lima  and  other  Peruvian  cit- 
ies, according  to  the  Washington  Post. 

With  this  unpredicted  showing  of 
political  muscle,  the  rise  of  evangeli- 
cal Protestantism  in  Spanish  America 
can  no  longer  be  ignored.  David  Mar- 
tin, a  Britisher  currently  teaching  at 
Dallas'  Southern  Methodist  Universi- 
ty, has  just  published  Tongues  of  Fire. 
The  Explosion  of  Protestantism  in  Latin 
America   (Basil  Blackwell,   $40),   the 


first  serious  look  at  the  exponential 
growth  of  evangelical  Protestantism 
in  the  Third  World.  Martin  sees  evan- 
gelical Protestantism  as  a  revolution- 
ary force  in  a  precapitalist  society. 

That  Protestantism,  once  almost 
nonexistent  in  Spanish  America,  has 
been  spreading  there  is  obvious  in 
New  York's  barrios  and  in  big  cities 
and  small  towns  in  Chile  and  Argenti- 
na where  shabby  storefront  churches 
have  sprung  up  in  the  shadow  of  Cath- 
olic churches  and  cathedrals.  To 
those  who  still  think  of  religion  as  the 
opiate  of  the  people,  Martin  has  a 
message:  "What  we're  seeing  with  the 
spread  of  evangelical  Protestantism  is 
the  reordering  of  personal  priorities 
and  of  psychology,  and  the  acquisi- 
tion of  skills." 

The  evangelicals  preach  a  message 
of  self-improvement  that  is  all  too 
rarely  practiced  in  these  traditional 
Latin  societies:  Stay  away  from  the 
booze;  work  hard;  take  care  of  your 
kids;  and  don't  beat  your  wife.  The 
message  is  self-betterment.  The  senti- 
ment is  very  bourgeois. 

Martin:  "It's  a  breakup  of  one  kind 
of  religious  monopoly  and  offers  par- 


FORBES,  MAY  14,  1990 


41 


ticipatory  possibilities  and  a 
sense  of  personal  empower- 
ment to  huge  numbers  of  peo- 
ple. This  [spread  of  evangelical 
Protestantism]  is  not  just  in 
South  and  Central  America 
but  is  happening  throughout 
the  Pacific  Rim — especially  in 
South  Korea — and  throughout 
southern  Africa." 

Protestant  missionaries 
have  been  working  in  Latin 
America  for  over  a  century, 
but  as  late  as  the  1930s  the 
number  of  Protestants  on  the 
continent  was  less  than  2  mil- 
lion out  of  a  population  of  109 
million.  By  the  late  1960s  the 
number  was  still  only  5  mil- 
lion or  so. 

Since  then  the  number  has 
exploded.  By  Martin's  esti- 
mate, there  are  now  around  40 
million  evangelicals  in  Latin 
America;  Latin  America's  to- 
tal population  today  is  about 
430  million.  About  half  the 
new  evangelicals  are  in  Brazil. 
In  Guatemala  one  of  their 
nimiber  was  briefly  president 
in  the  early  1980s. 

Martin  attributes  this  phenomenal 
growth  to  the  rapid  breakdown  of  the 
Hi^Mnidad,  Latin  America's  ancient 
order  based  on  the  authoritarian  trin- 
ity of  the  Catholic  Church,  the  mili- 
tary and  large-scale  landowners.  The 
breakdown  is  associated  with  peas- 
ants abandoning  villages  for  megacit- 
ies.  Martin:  "People  are  dislocated 
from  their  localities,  and  they  must 
reassociate.  The  Protestant  commu- 
nities offer  a  protective  network,  a 


Author  David  Martin 

A  revolutionary  force  in  a  precapitalist  society. 


offers  you  the  way." 

The  liberation  that  the  evangelicals 
offer  is  not  Marxist  but  capitalist: 
"The  evangelicals,"  says  Martin, 
"teach  their  people  to  think  not  in 
terms  of  immediate  gratification  but     cities. 


in  terms  of  the  future:  How  am 
/  going  to  educate  this  child? 
What  skills  will  he  or  she 
need?  That  kind  of  thing.  A 
sense  that  you  can  do  some- 
thing, if  you  lift  your  eyes 
above  the  immediate  horizon. 
It  actually  helps  you  to  do 
something. 

"Fighting  against  alcohol, 
corruption,  machismo,  and 
against  the  total  disruption  of 
the  family — a  lot  of  people 
who  are  attracted  to  this  are 
disciplined  people  who  look 
out  of  their  present  situation 
and  begin  to  think  for  them- 
selves. Once  given  opportuni- 
ties, these  people  are  much 
more  likely  to  take  advantage 
of  the  economic  advantages 
once  they  arise." 

In  the  interest  of  full  disclo- 
sure, David  Martin  says  he  is 
an  Episcopalian,  but  refers  to 
his  "Methodist  backgroimd"; 
the    Methodists,    of    course, 
played  a  major  role  in  raising 
Britain's  working  class  from 
its  misery  in  the  19th  century. 
But  you  don't  have  to  take  Martin's 
word  for  what  is  happening.  Go  to 
Latin  America  and  see  for  yourself.  Or 
just  look  around  in  the  poorer  Span- 
ish-speaking areas  in  our  own  U.S. 


With  Mike  Milken  5  guilty  plea  and  the  end 
of  the  junk  bond  era,  youd  think  politi- 
cians would  have  better  things  to  do  than 
^aT\rpS.rpin't?s^^         pass  laws  against  takeovers.  No  such  luck. 

tic — you  can  let  off  a  lot  of  frustration 


and  energy  within  the  church.  But  it's 
also  an  employment  agency,  and  a 
network  of  friends  who  will  help  you 
in  times  of  trouble,  for  women  in  par- 
ticular. It's  a  kind  of  religious  trade 
union  for  females  against  the  depreda- 
tions of  the  outside  world." 

Why  hasn't  the  dominant  Catholic 
Church  played  this  sheltering  role? 
Martin:  "It  can,  but  the  Catholic 
Church  is  part  of  the  structure  that 
already  is;  it's  passively  incorporated 
into  everything  that's  already  there. 
Evangelical  Protestantism  is  a  newly 
invented  thing.  It's  much  more  activ- 
ist and  participatory.  It  doesn't  matter 
if  Catholicism  takes  an  old-fashioned 
view  or  a  modem  liberationist  view; 
it's  seen  as  part  of  the  things  that  were 
there  before.  If  you  want  to  walk  out 
and  create  a  new  life  and  do  it  on  your 
own  without  the  assistance  of  priests 
or  anybody  else,  then  Protestantism 


Socialism, 

Pennsylvania 

style 


By  Jason  Zneig 


The  junk  bond  era  is  over,  and  the 
feds  have  nailed  its  coffin  shut  by 
extracting  a  gui.  y  plea  from  Michael 
Milken.  Now  the  Uikeover  game  has 
shifted  down  to  a  more  reasonable 
pace,  but  are  the  politicianvS  satisfied 


with  leaving  well  enough  alone?  Of 
course  not.  Especially  in  state  legisla- 
tures, the  political  breed  just  doesn't 
trust  the  free  market. 

Pennsylvania,  Massachusetts, 

Ohio,  Mississippi  and  other  states 
have  recently  passed  laws  to  entrench 
managements    of    local    companies, 
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basic  shareholder  rights  and  the  rules 
of  a  free  market. 

Wayne  Marr,  a  finance  professor  at 
South  Carolina's  Clemson  Universi- 
ty, has  studied  the  impact  of  anti- 
takeover laws  and  is  appalled.  Says  he, 
"It  seems  that  while  Eastern  Europe  is 
trying  to  become  more  like  the  U.S., 
we're  trying  to  become  more  like 
Eastern  Europe." 

The  states'  latest  antitakeover  laws 
typically  prevent  holders  of  more 
than  20%  of  a  local  company's  shares 
from  voting  on  a  merger  or  takeover. 
The  laws,  in  effect,  deprive  those  with 
the  largest  ownership  of  interest  of 
a  vote. 

Massachusetts  goes  further.  Under 
the  Bay  State's  latest  antitakeover 
law,  enacted  just  last  month,  the  elec- 
tion of  a  company's  board  members 
must  be  arranged  so  that  no  more 
than  one-third  of  the  directors  are 
elected  in  any  given  year.  What's 
more,  stockholders  of  Massachusetts 
companies  can  no  longer  remove 
board  members  on  grovmds  of  mis- 
management; directors  can  be  re- 
moved only  if  they  are  of  unsovmd 
mind,  act  unfairly  for  personal  gain, 
are  convicted  of  a  felony,  materially 
damage  the  company,  or  are  guilty  of 
"gross  dereliction  of  duty"  or  "moral 
turpitude."  Incompetence  is  okay  so 
far  as  this  law  is  concerned. 

Pennsylvania's  new  statute,  passed 
last  month,  was  perfectly  timed  to 
protect  Lancaster-based  Armstrong 
World  Industries  from  the  Belzberg 
clan.  The  Belzbergs  deserve  no  one's 
sympathy,  but  the  law  seems  tailored 
to  punish  them  specifically.  The  leg- 
islature's latest  move  means  that  any- 
one who  buys  20%  or  more  of  a  com- 
pany and  then  fails  in  a  takeover  effort 
must  disgorge  to  the  target  company 
any  short-term  profits  made  on  the 
stake.  Even  James  Tobin,  the  Colum- 
bus attorney  who  drafted  Ohio's  pio- 
neering antitakeover  law  in  1982, 
worries  that  the  Pennsylvania  law 
may  enable  directors  to  "deprive  the 
shareholder  of  substantial  economic 
benefit"  by  putting  the  interests  of 
managers  ^  and  employees  ahead  of 
those  of  shareholders. 

Without  question,  some  of  the  new 
laws  imabashedly  place  employees 
ahead  of  shareholders.  Under  the 
Massachusetts  statute,  for  example, 
any  worker  who  is  fired  within  a  year 
of  a  hostile  proxy  fight  is  guaranteed  a 
severance  payment  of  twice  his  week- 
ly salary  multiplied  by  the  number  of 
years  he  has  worked  at  the  company. 

Other  new  state  laws  against  take- 
overs seem  almost  comical.  Missis- 
sippi's antitakeover  statute,  passed  in 
March,  requires  the  purchaser  of  a 


20%  stake  in  a  Mississippi  company 
to  take  out  an  advertisement  an- 
nouncing that  fact  in  a  state  newspa- 
per, even  though  federal  law  has  long 
required  5%  owners  to  inform  the 
public  by  registering  with  the  Securi- 
ties &.  Exchange  Commission. 

Politicians  propose,  economics  dis- 
poses. All  the  evidence  suggests  that 
governments  that  hobble  the  capital 
markets  pay  a  price  in  jobs  and  com- 
petitiveness. According  to  a  1987  sec 
study,  Ohio's  1986  antitakeover  legis- 
lation sliced  as  much  as  3%,  or  more 
than  $1  billion,  off  the  market  value 
of  36  companies  incorporated  in  the 
state.  No  wonder  sec  Chairman  Rich- 
ard Breeden  recently  criticized  states' 
antitakeover  initiatives. 

Or  take  a  look  at  what's  happening 
in  the  wake  of  Pennsylvania's  anti- 
takeover antics.  Clemson's  Wayne 
Marr  says  Pennsylvania-based  com- 
panies' stocks  are  now  lagging  the 
overall  market  by  2%  to  3%,  with  no 
sign  of  recovery.  Marr's  findings  are 
generally  supported  by  Kenneth 
Mertz,  chief  investment  officer  at  the 
Pennsylvania  State  Employes'  Retire- 
ment System,  who  created  an  index 
fund  of  Pennsylvania  stocks  in  1986. 
Now  he  may  be  forced  to  liquidate  the 
$140  million  fvmd  to  avert  a  below- 
average  investment  return  for  his 
beneficiaries. 

But  despite  the  potential  long-term 
damage  to  their  economies,  state 
politicians  seem  likely  to  continue 
to  side  with  local  managers  and 
workers,  and  against  shareholders. 
The  political  calculus  behind  these 
laws   is    simple:    The   workers   and 


managers  work,  vote  and  contribute 
campaign  fimds  in  the  state.  The 
shareholders  are  faceless  abstractions 
that  exist  far  away. 

Massachusetts  Governor  Michael 
Dukakis  played  the  political  realities 
in  1987,  when  he  signed  an  antitake- 
over law  before  a  crowd  in  front  of 
Gillette  Co.'s  Boston  headquarters. 
Last  month's  bill,  designed  to  protect 
Worcester-based  Norton  Co.  from 
BTR  Pic.  of  Britain,  breezed  through 
the  Massachusetts  legislature  with- 
out a  single  member  objecting.  But 
in  the  end  Norton  didn't  need  the 
lawmakers'  help.  Late  last  month 
Compagnie  de  Saint-Gobain,  a  huge 
French  glassmaker,  agreed  to  acquire 
Norton  for  $1.9  billion — a  victory  for 
shareholders  and  the  marketplace. 

Since  January,  antitakeover  laws 
have  been  passed  in  at  least  six  other 
states  besides  Massachusetts  and 
Pennsylvania — among  them  Wyo- 
ming and  South  Dakota.  Steven  Wall- 
man,  the  young  securities  lawyer  who 
drafted  the  Pennsylvania  law,  says 
that  several  state  officials  have  con- 
tacted him  expressing  interest  in  the 
legislation.  Particularly  worrisome, 
some  state  legislators  think  the  latest 
laws  are  too  mild. 

Not  all  corporate  takeovers  are  ben- 
eficial, but  politicians  are  scarcely  in  a 
position  to  evaluate  individual  deals. 
These  things  are  best  left  to  the  free 
market,  which,  in  the  end,  will  pun- 
ish the  bad  takeovers  and  reward  the 
good  ones.  As  the  legislators  will 
leam,  the  free  market  will  also  punish 
states  and  even  countries  that  inter- 
fere with  its  workings.  ■ 
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Dayton  Hudson  s  recent  strategy  has  been 
discounting,  but  in  buying  Marshall  Field's 
in  the  post-junk-bond  era,  Dayton  be- 
comes a  factor  again  in  department  stores. 


Coming  home 


By  Marcia  Berss 


DID  Kenneth  Macke,  chief  ex- 
ecutive of  Dayton  Hudson 
Corp.,  pay  too  much  when  he 
shelled  out  $1.1  billion  for  Chicago- 
based  Marshall  Field  &  Co.?  At  a  flat 
one  times  sales,  the  Marshall  Field's 
price  tag  was  hardly  out  of  line  with 
similar  deals,  like  May  Department 
Stores'  1988  acquisition  of 
Foley's  and  Filene's.  In 
fact,  Dayton  Hudson 
probably  got  a  pretty  good 
price,  thanks  to  the  lack 
of  competition  from  junk 
bond  acquirers,  whose 
fate  was  sealed  with  Mi- 
chael Milken's  guilty  plea 
in  late  April. 

The  deal  makes  good 
strategic  sense,  too.  With 
the  Field's  purchase, 
Macke  puts  his  $13.6  bil- 
lion (sales)  company  ag- 
gressively back  in  depart- 
ment store  retailing  with 
considerable  muscle  and 
room  for  growth. 

"Isn't  it  something?" 
Macke  bubbles,  ticking 
off  the  strategic  fit: 
Field's,  like  Dayton  Hud- 
son department  stores,  caters  to  the 
carriage  trade,  and  like  Minneapolis- 
St.  Paul's  Dayton  chain  and  Detroit's 
Hudson's,  is  an  old-line  family-found- 
ed retailer.  And  Field's  home  base, 
Chicago,  is  happily  located  between 
Minneapolis  and  Detroit,  which 
should  help  hold  down  merchandise 
distribution  costs.  "If  there  was  ever  a 
marriage  made  in  heaven,  this  is  it." 

Dayton  Hudson  needed  the  deal  to 
reestablish  itself  as  a  major  player  in 
department  stores.  The  Minneapolis- 
based  outfit  turned  to  discount  retail- 
ing in  the  1970s,  and  today  its  Target 
and  Mervyn's  discount  chains  gener- 


ate about  80%  of  sales  and  income. 

The  discount  strategy  didn't  do 
much  for  the  bottom  line.  During  the 
late  1980s  Dayton  Hudson  posted  a 
weak  average  return  on  equity  of 
13.9%,  recovering  in  1989  with  strong 
shareholder  returns.  But,  for  the  last 
five  years.  May  Department  Stores 
and  Dillard  Department  Stores  have 
had  consistently  strong  average  equi- 


Dayton  Hudson's  flagship  store  in  Minneapolis 

Needing  Field's  for  offensive  and  defensive  reasons. 


ty  returns  of  16%.  By  moving  into 
discounting,  Dayton  put  itself  in  the 
unenviable  position  of  battling  Wal- 
Mart  and  K  mart,  among  others. 

Pretty  much  the  same  story  with  its 
department  stores,  too.  Between  1983 
and  1988  department  store  revenues 
and  earnings  were  virtually  flat,  not 
even  keeping  pace  with  inflation.  In 
1989  department  store  operating  prof- 
its were  up  13%  (to  $1 79  million)  on  a 
6%  revenue  gain.  But  Dillard's,  by 
con^mson,  was  posting  a  26%  in- 
crease in  operating  earnings  in  the 
same  period  on  a  19%  sales  gain. 

With  the  Marshall  Field's  acquisi- 


tion, Dayton  becomes  a  major  player 
again  in  the  department  store  seg- 
ment focused  on  quality  merchan- 
dise, better  service  and  spectacular 
presentation.  May  and  Dillard's  for- 
mulas, on  the  other  hand,  are  heavy 
on  cost  controls,  financial  efficiency 
and  moderately  priced  goods.  Macke 
says  that,  until  recently,  he  simply 
didn't  have  the  systems  to  handle  a 
department  store  expansion — like 
computers  to  track  inventory  and 
sales  by  location,  by  week.  Says  he:  "If 
you're  operating  multiple  stores,  you 
must  be  able  to  make  individual  deci- 
sions for  specialization  by  market." 
Basic  stuff,  and  suppliers  confirm 
Dayton  Hudson's  problem.  "Let's  face 
it,  their  retail  systems  were  not  in  the 
league  of  May  and  Dillard,"  says  Tim 
DeVine,  president  of  crystal  and  china 
maker  Waterford  Wedgwood  usa. 

Just  as  important.  May  and  Dillard 
aren't  bashful  competitors.  While 
Dayton  Hudson  focused  on  discount- 
ing, St.  Louis-based  May  moved  deep- 
er into  Dayton  Hudson's  midwestem 
turf  when  it  bought  Lord  &.  Taylor, 
with  outlets  in  Chicago;  May  also  ac- 
quired L.S.  Ayres  in  Indianapolis. 
Meanwhile,  Dillard,  out 
of  Little  Rock,  moved  into 
Ohio  with  its  1988  pur- 
chase of  Higbee's,  and 
added  stores  in  Kansas, 
bought  from  R.H.  Macy. 

So  Dayton  Hudson 
needs  Field's  for  offensive, 
as  well  as  defensive,  rea- 
sons. As  a  department 
store  operator  of  $1.8  bil- 
lion in  sales,  it  is  small, 
trailing  May's  nearly  $8 
billion,  Dillard's  $3.2  bil- 
lion, Carter  Hawley 
Hale's  $2.8  billion  and 
Nordstrom's  $2.7  billion. 
By  adding  Field's,  with 
$1.1  billion  in  revenues, 
Dayton  Hudson  gains 
muscle  with  suppliers 
like  Waterford  Wedgwood 

USA.     President     DeVine 

says  Dayton  Hudson  and  Field's  com- 
bined will  probably  get  "volume  dis- 
counts in  some  items,  like  tableware, 
that  they  haven't  gotten  otherwise." 
There  should  be  some  valuable 
marketing  cross-fertilization  as  well. 
Marshall  Field's,  for  example,  has 
made  a  name  for  itself  in  home  fur- 
nishmgs.  Meanwhile,  Dayton  Hudson 
is  strong  in  selling  children's  cloth- 
ing, a  soft  spot  at  Field's. 

Are  more  acquisitions  ahead? 
Macke  insists  not.  But  who  knows, 
with  mighty  Federated  in  Chapter  1 1 
and  much  of  the  industry  buried  un- 
der leveraged-buyout  debt?  ■ 
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Introducing 

the  driving  force 

behind  tomorrow's 

leading  airlines. 


Economid 


Think  ahead.  It's  strictly  a  numbers  game.  To 
succeed,  you'll  have  to  move  more  people,  more 
places,  more  profitably 

Which  adds  up  to  super-widebody  twins  with 
ranges  and  capacities  beyond  the  reach  of  today's 
longest  distance  fliers. 

Fuel  economy  significandy  better  than  your 
fleet's  current  best 

Low  noise  levels  to  open  the  gates  of  the 
world's  most  sound  sensitive  airports.  Day  or  night 

And  exhaust  emissions  that  won't  tax 
the  environment  Or  you. 

So  if  you're  measuring  your  future  stricdy  by 
the  numbers,  GE90  promises  what  success  takes. 

Economic  Thrust 


GE  Aircraa  ^ngines 

Keeping  the  t.  'mise 


thrust 


(;F.90:  In  partnership  with  SNECMA  of  France. 
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The  U.S.  makes  the  world's  best  space  satel- 
lites, but  our  launches  and  rockets  are 
expensive.  That  creates  a  dilemma  for 
Washington.  Whom  should  it  protect?  The 
launchers?  Or  the  satellite  makers? 

The  "ultimate 
high  ground" 


By  Patrice  Dog  jan 


1AST  MONTH  China's  Long  March 
_  3  rocket  took  off  from  its 
I  launchpad  in  the  province  of 
Sichuan.  It  hoisted  into  space  the 
American-built  Westar  VI  satellite, 
property  of  a  Hong  Kong  consortium. 
The  laimch  was  a  triumph  for  China, 
yet  even  though  the  satellite  was 
made  in  the  U.S.,  it  was  a  setback  to 
the  U.S.  commercial  launch  industry. 

In  line  with  its  free  market 
principles,  the  U.S.  wants  to 
see  commercial  launches  done 
by  private  enterprise.  Profit- 
seeking  companies  such  as 
McDoimell  Douglas,  General 
Dynamics  and  Martin  Mariet- 
ta plan  to  charge  about  $60 
million  to  put  a  satellite  into 
orbit.  A  launch  on  one  of  Eu- 
rope's Ariane  rockets  is  com- 
parable. But  the  Soviets  and 
Chinese  are  willing  to  do  the 
same  job  for  as  little  as  $30 
million.  Low  wages  account 
for  some  of  the  difference  in 
price,  but  subsidies  account 
for  ar>  even  greater  part. 

"That's  not  fair  competi- 
tion," says  Charles  Lloyd, 
managing  director  of  General 
Dynamics'  Conmiercial 

Launch  Service. 

Lloyd  says  Ronald  Reagan  in 
1986  encouraged  General  Dy- 
namics to  get  into  the  satel- 
lite-launching business.  His 
company  has  invested  $400 
million  in  equipment  and  en- 
gineering. Martin  Marietta 
and  McDonnell  Douglas  have 
spent  hundreds  of  millions. 

These  companies  thought 
they  had  an  opportunity  to 
laimch  most  satellites  made  in 
the      U.S. — protected      from 


cheap  Soviet  and  Chinese  competi- 
tion. That  would  be  a  huge  prize,  con- 
sidering U.S.  companies  hold  two- 
thirds  of  the  world's  commercial  sat- 
ellite market.  Outfits  like  General 
Dynamics  planned  to  launch  their 
rockets  from  Cape  Canaveral,  with 
the  satellite  owner  paying  the  govern- 
ment a  fee  for  use  of  the  base.  General 
Dynamics  and  its  rivals  intended  to 
turn  a  profit  by  charging  the  satellite 
owner  the  $60  million  or  so. 

jean-Fran(;o 


But  when  President  George  Bush 
allowed  the  owners  of  the  satellite — 
built  by  gm's  Hughes  Aircraft  Co. — to 
laimch  the  Westar  VI  satellite  in  Chi- 
na, it  was  the  first  time  that  a  U.S.- 
made  satellite  was  put  into  orbit  on  a 
Chinese  rocket.  What's  more,  under 
an  executive  order  handed  down  last 
December,  the  Chinese  will  be  al- 
lowed to  laimch  two  U.S.  satellites 
over  the  next  two  years. 

The  State  Department  wants  to  let 
foreigners  launch  U.S. -made  satel- 
lites, reasoning  that  it  will  foster  free 
trade  and  harmonious  international 
relations.  This  is  by  no  means  the  first 
time  the  State  Department  has  put 
international  politics  above  the  well- 
being  of  U.S.  business.  The  issue  is 
currently  before  Vice  President  Dan 
Quayle's  National  Space  Council.  A 
decision  is  expected  by  June. 

The  issue  is  complicated  by  a  divi- 
sion within  the  U.S.  space  industry 
itself.  Many  satellite  owners  like  the 
idea  of  cheap  foreign  launches.  And 
makers  of  satellites,  Hughes,  Ford 
Aerospace  and  General  Electric,  are 
afraid  that  if  foreigners  can't  buy  their 
satellites,  they  will  turn  to  non-U. S. 
manufacturers  like  France  or  the  So- 
viet Union.  Says  Steve  Dorfman,  vice 
president  of  gm's  Hughes  Aircraft 
.Ajiaux  Qq ^  //J  think  trade  restrictions 
would  be  a  big  mistake." 

Defense  enters  the  contro- 
versy, too.  Many  defense  offi- 
cials feel  that  handing  over 
U.S.  satellites  might  allow  the 
Soviets  and  Chinese  access  to 
U.S.  technology.  In  the  long 
run,  it  might  give  the  foreign- 
ers an  advantage  in  setting  up 
military  installations  in  space, 
the  "ultimate  high  ground,"  as 
Defense  Department  officials 
like  to  call  it. 

Right  now  space  strategists 
are  keeping  an  eye  on  a  remote 
peninsula  in  northeastern 
Australia,  where  the  world's 
first  privately  owned  space- 
port is  being  developed.  Last 
October  a  subsidiary  of  United 
Technologies  Corp.  applied  to 
the  State  Department  for  a 
technical  assistance  agree- 
ment enabling  it  to  act  as  pro- 
gram manager  for  a  $300  mil- 
lion launch  facility  to  be  con- 
structed on  Australia's  Cape 
York  peninsula.  The  facility  is 
an  entirely  commercial  ven- 
ture, to  be  built  and  owned  by 
Australia's  Essington  Devel- 
opments, Ltd.  According  to 
SfKicc  liiisitwss  News,  if  all  goes 
well,  Cape  York's  first  launch 
could  take  place  in  1995.  The 
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snag  is  that  the  Austrahans  want  the 
cheapest  rockets  they  can  buy.  And 
who  has  the  cheapest  rockets?  The 
U.S.S.R.,  which  prices  its  products  to 
earn  foreign  exchange,  not  to  recover 
costs  and  make  a  profit. 

Last  year  the  Austrahans  agreed  to 
use  Soviet  Zenit  SL-16  booster  rock- 
ets. The  U.S.  launch  industry  has 
cried  foul,  but  listen  to  J.  Don  Mirth, 
vice  president  at  the  United  Technol- 


ogies subsidiary:  "People  have  to  real- 
ize this  is  purely  a  commercial  ven- 
ture. That's  why  we  get  upset  when 
people  in  Washington  talk  about  un- 
fair competition." 

How  much  of  the  foreigners'  price 
advantage  stems  from  cheap  labor  and 
how  much  from  government  subsi- 
dies? Finding  the  answer  won't  be 
easy.  The  Soviets  don't  yet  imder- 
stand  what  cost  of  capital  means,  but 


they  do  understand  prestige  and  for- 
eign exchange.  Not  that  the  U.S.  is 
helpless.  The  U.S.  still  makes  the 
world's  most  advanced  satellites,  and 
the  U.S.  government  has  the  power  to 
condition  use  of  these  satellites  on 
fair  pricing.  But  if  the  U.S.  hangs  too 
tou^,  it  may  be  handing  an  advan- 
tage to  foreign  competitors. 

Over  to  you,  Dan  Quayle  and  the 
^National  Space  Council.  ■ 


The  modem  American  car  wash  is  a  capi- 
tal-intensive business  with  some  interesting 
sociological  aspects. 

'It's  cheaper  than 
going  to  a  shrink" 


By  James  Cook 


GONE  ARE  THE  DAYS  whcu  yOU 
hired  the  kid  down  the  block 
to  wash  your  car,  or  tried  to 
browbeat  one  of  your  own  kids  into 
doing  the  job.  These  days  you  take 
your  car  to  the  neighborhood  car 
wash,  where,  for  $4  or  $6  or  some- 
times as  much  as  $30  or  more,  a  daz- 
zle of  sprays,  suds,  dryers,  buffers  and 
waxes  will  make  even  the  clunkiest 
metal  look  like  a  cream  puff. 

The  modem  car  wash  is  a  capital- 
intensive,  computerized  business, 
with  1 70-foot-long  conveyers  capable 
of  carrying  as  many  as  160  cars  an 
hour,  1,000  or  more  a  day,  through  the 
wash,  assembly-line  style.  And,  ac- 
cording to  Lombard,  Ill.'s  Internation- 
al Carwash  Association,  that  adds  up 


Boston's  Car  Pool  Car  Wash  proprietor  George  Rohtstein 
"It's  like  going  to  the  beauty  parlor  or  the  barber  shop 
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It's  free 

The  best  things  in  life  are  free.  So  is  the  new  ATSiT  Universal  Card.  As  a  1990  Charter  Member, 
use  the  card  for  a  purchase— even  once  a  year— and  you'll  never  have  to  pay  an  annual  member- 
ship fee.  The  ATScT  Universal  Card.  All  the  benefits  of  AT&T  worldwide  connections  and  service, 
plus  the  purchasing  power  of  Visa®  or  MasterCard®  To  apply  call  toll-free:  1 800  662-7759. 


OneWorldOneCard: 


1 1990  AT&T 


Universal  Bank,  Columbus,  GA 


to  a  $2.5-billion-a-year  business  (in- 
cluding gasoline  sales),  one  of  the  larg- 
est small  businesses  in  the  U.S.  and 
one  that's  growing  at  5%  to  10%  a 
year,  most  years.  Last  year  the  num- 
ber of  car  washes  in  the  country  ex- 
panded by  5%,  to  23,000. 

The  fundamentals  are  there.  Be- 
cause automobile  prices  have  been 
rising,  people  have  been  keeping  their 
cars  longer  and  washing  them  more 
often,  on  the  theory  that  keeping 
them  clean  will  make  them  last  lon- 
ger. Equally  important,  say  the  car 
wash  people,  a  clean  car  gives  the 
owner  a  psychological  lift 


says,  a  car  wash  will  yield  at  least 
30%  to  40%  on  an  unleveraged  in- 
vestment, more  if  you  have  the  rig^t 
location.  But  there  are  substantial 
risks.  A  high- volume  roadside  loca- 
tion around  Boston,  say,  is  going  to 
cost  $1  million  just  for  an  acre  of  land, 
plus  $250,000  for  the  cleaning  equip- 
ment and  $400,000  for  the  car  wash 
building.  That's  more  than  $1.5  mil- 
lion altogether.  And  those  are  just  av- 
erages. Conveyer-style  car  washes 
cost  from  $500,000  to  $7  million,  self- 
service  outfits  from  $100,000  to 
$500,000. 
To  achieve  the  volume  necessary  to 


applying  rust  inhibitor — and,  of 
course,  vacuuming  the  carpets,  wash- 
ing the  mats,  cleaning  the  ashtrays, 
and  spraying  the  car  with  lemon  fra- 
grance. Says  Rohtstein,  "You  can 
spend  up  to  $32.99  in  less  than  15 
minutes." 

Still,  threats  are  everywhere.  Some 
of  the  oil  companies  are  offering  free 
washes  with  a  tankful  of  gas.  And 
^  John  Jurkens  worries  about  keeping 
his  prices  in  line  with  his  customers' 
budgets.  "We'd  rather  stay  at  $5.65  a 
wash  and  attract  25%  to  30%  of  the 
people  than  go  to  $7.95  and  attract 
only  10%  to  15%." 


Craig  Vlells 


Weiss  Guys  car  wash  in  Phoenix 

An  automated,  computerized,  assembly-line  business. 


"We  did  a  survey  and  almost  every- 
one said  it  made  them  feel  great,  like 
going  to  the  beauty  parlor  or  the  bar- 
ber shop,"  says  George  Rohtstein, 
owne:  of  four  car  washes,  including 
Car  Pool  Car  Wash,  in  the  Boston 
area.  "It's  cheaper  than  going  to  a 
shrink." 

The  great  majority  of  car  washes  are 
locally  owned,  with  70%  of  them  sell- 
ing gasoline  as  well.  A  few  have 
grown  to  chain  status — Ron  Bender- 
son's  Buffalo-based  Delta  Sonic  has  20 
outlets,  for  example,  and  John  Jurkens 
owns  20-unit  Octopus  Car  Wash, 
based  in  Albuquerque — but  most  in- 
volve only  1  to  3  units.  The  average 
car  wash,  says  the  International  Car- 
wash  Association,  grosses  over 
$100,000  a  year.  But  this  is  a  cash 
business;  how  much  over  and  what 
the  profits  are  is  anyone's  guess. 

If  you  do  it  right,  George  Rohtstein 


pay  the  mortgage,  location  is  all-im- 
portant. "There's  no  rule  of  thumb," 
John  Jurkens  says,  "but  you're  look- 
ing for  traffic  moving  at  the  right 
speed  and  ease  of  ingress  and  egress. 
You've  got  to  do  the  volume  that  gets 
you  above  the  break-even  point." 

Rohtstein  says  you  need  at  least 
20,000  cars  a  day  going  by  at  speeds  of 
not  more  than  25mph;  30,000  is  safer, 
and  Rohtstein  gets  50,000  at  his  full- 
service  car  wash  between  the  airport 
and  downtown  Boston.  He  needs 
them:  The  annual  fixed  operating 
costs  at  Rohtstein 's  Everett  location 
are  $800,000,  so  at  an  average  take  of 
$8  a  car,  he  doesn't  begin  to  break 
even  until  he  does  100,000  cars. 

It  also  helps  to  sell  customers  a  lot 
of  extras.  A  standard  car  wash  goes  for 
$5.50  in  Boston.  To  that  the  operator 
tries  to  add  waxing,  washing  the 
wheels,   cleaning  the  undercarriage. 


But  the  real  threat  is 
the  weather.  "Go  south, 
where  the  weather  is 
more  uniform,"  Roht- 
stein says,  "and  you've 
_  got  an  ideal  business — 

fmi    ■  200  cars  today,   tomor- 

^li^H  .  row  and  the  next  day." 
HJI^BV  Up  north,  when  it  rains, 
^H  I  when  it  snows,  the  busi- 
ness collapses;  when  the 
weather  clears,  business 
booms.  There  was  a  lot 
of  rain  in  the  Boston  area 
last  year,  and  the  num- 
ber of  cars  washed  fell 
maybe  30%. 

To  maintain  steady 
volume,  Rohtstein  says, 
you  have  to  market  your 
services  aggressively. 
Rohtstein  relies  on  local 
newspapers,  direct  mail, 
seasonal  promotions.  He 
arranges  with  banks  and 
finance  companies  to 
throw  in  a  batch  of  free 
washes  with  the  pur- 
chase of  a  car,  he  gives 

school    bus    and    other 

fleet  operators  special  rates,  and  he 
scatters  coupons — generally  for  re- 
duced prices — everywhere. 

"I'll  try  anything  to  get  you  in  my 
door  the  first  time,  and  if  I  don't  get 
you  to  marry  me,  shame  on  me.  The 
people  that  have  the  lines  are  the  peo- 
ple who  are  doing  it  right."  It  seems  to 
work:  Rohtstein's  unit  sales  were  off 
10%  last  year,  but  his  gross  revenue 
was  still  up. 

Rohtstein  denies  that  car  washing 
is  strictly  a  middle-class  phenome- 
non. Where  the  middle  class'  status 
symbol  is  typically  a  person's  house, 
the  person  who  is  less  well  off  may  get 
his  kicks  from  his  car.  "That  car  is  his 
status  symbol,"  Rohtstein  says.  "It's 
what  people  see  first.  He  wants  the 
best  for  his  car,  and  he  walks  up  to  my 
cashier  and  says,  'Give  mc  the  works,' 
and  he  plunks  down  $32.99.  He's  got  a 
smile  on  his  face."  ■ 
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For  Over  Finy^ars,On 
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Over  the  last  half  century,  Jaguar  has  introduced 
some  truly  remarkable  automobiles.  Indeed,  leg- 
endary Jaguars  such  as  the  XK120  and  XKE  helped  to 
define  the  term  "classic  motorcar."  For  1990,  we  would 
like  to  introduce  you  to  another  remarkable  Jaguar:  the 
Sovereign. 

With  its  dramatic  styling,  aerodynamic  headlights 


and  elegant,  regal  grille,  the  Sovereign  is  destined  to 
yet  another  Jaguar  classic. 

But  it  takes  more  than  style  to  create  a 
Jaguar  It  also  takes  substance.  Which  is  why  cvci 
Sovereign  is  powered  by  a  223-horsepowcr,  four-liter. 
24-valve,  six-cylinder  engine,  mated  to  an  electronical  I  \ 
controlled,  four-speed  automatic  transmission  that  fca-ii 
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ures  "sport"  and  "normar  shift  capabilities.  The  Sover- 
ign  is  also  equipped  with  anti-lock  disc  brakes, 
utomatic  ride  leveling  and  Jaguar's  renowned  four- 
vheel  independent  suspension. 

Of  course,  np  Jaguar,  especially  one  of  such  classic 
proportions,  would  be  complete  without  a  host  of  luxu- 
ious  amenities.  The  Sovereign  cabin  is  fitted  with 


VI     A    C     H     I     N     E 


hand-polished,  inlaid  burl  walnut,  supple  leather,  an 
electrically  operated  sunroof  and  the  convenience  of 
computerized  climate  control. 

We  invite  you  to  test  drive  the  1990  Jaguar  Sover- 
eign. For  your  nearest  dealer,  call  1-800-4- JAGUAR. 
Discov  r  the  joy  of  driving  the  car  that  is  destined  to  be 
the  next  great  Jaguar  classic. 

JAGUAR 


Sure,  the  Europeans  protect  their  farmers 
and  so  do  the  Japanese,  but  ifs  still  hard  to 
justify  our  sugar  quota  system.  Ifs  not  only 
an  insult  to  free  trade  and  a  burden  on 
consumers  but  it  benefits  the  turong people. 
Its  made  this  family  very,  very  rich. 
The  Faiyuls  of  Palm  Beach: 

The  family  with  a 
sweet  tooth 


By  Phyllis  Bennan 
with  Ronla  Khalaf 


EVERY  TIME  he  or  she  buys  sugar, 
the  U.S.  consumer  pays  a  kind 
of  tax,  one  that  goes  not  to  the 
government  but  to  certain  private  in- 
terests. A  good  part  of  this  premium 
goes  indirectly  into  the  pockets  of  the 
demibilhonaire  Fanjul  family  of  Palm 
Beach,  among  the  largest  sugar  grow- 
ers in  the  U.S.  A  few  U.S.  consumers 
may  be  vaguely  aware  that  the  price  of 
sugar  is  half  again  higher  than  the 
world  market  price,  but  even  they 
don't  much  care.  At  42  cents  a  pound 


on  the  grocery  shelf,  sugar  is  cheap 
and,  anyhow,  people  think  they 
should  cut  back  because  it's  bad  for 
the  waistline. 

That's  just  fine  with  the  Fanjul 
clan,  which  thrives  off  this  indiffer- 
ence. Never  heard  of  the  Fanjuls? 
When  it  comes  to  business  the  Fanjuls 
have  a  passion  for  privacy.  But  Henry 
Kissinger  knows  the  family  well,  and 
so  does  Oscar  de  la  Renta.  They  and 
other  celebrities  gather  regularly  at 
Casa  de  Campo,  the  posh  resort 
owned  by  the  family  in  the  Domini- 
can Republic.  If  you're  not  a  celebrity 
but  rather  a  celebrity  watcher  who 


reads  W  magazine  or  the  society  pages 
in  Palm  Beach,  you'll  know  the  Fanjul 
name,  too.  Yoii  probably  will  have 
devoured  accounts  of  the  party  "befit- 
ting royalty"  thrown  by  Jose  (Pepe) 
Fanjul  and  his  wife,  Emilia.  It  took 
place  at  the  family's  26-room  Palm 
Beach  mansion,  where  white-gloved 
butlers  in  gray  and  black  livery  serve 
guests. 

Political  fundraisers  know  the  Fan- 
juls well,  too.  Pepe  Fanjul  was  an  ac- 
tive and  effective  fundraiser  for  the 
Bush  presidential  campaign.  His 
brother  Alfonso  Fanjul  Jr.  contributed 
to  that  of  Michael  Dukakis. 

Clearly  the  Fanjuls  are  taking  no 
chances  politically.  After  all,  the  fed- 
eral sugar  program  is  a  significant 
source  of  their  wealth. 

Why  does  the  consumer  pay  42 
cents  a  pound  at  retail,  and  the  refiner 
24  cents  at  wholesale,  for  a  pound  of 
sugar?  Because  it  is  official  U.S.  policy 
to  guarantee  both  domestic  cane  and 
beet  sugar  growers  22  cents  per 
pound,  compared  with  an  average  of 
15  cents  on  the  world  market.  The 
government  does  this  by  limiting  im- 
ports. If  the  domestic  price  drops  be- 
low 22  cents  per  pound,  the  U.S.  re- 
duces the  flow  of  foreign  sugar  until 
the  price  stabilizes  again.  If  the  price 
rises  above  that  level,  a  bit  more  for- 
eign sugar  is  allowed  in.  This  in  a 
country  that  accuses  the  Japanese  of 
restricting  imports. 


Alfonso  Fanjul  Sr.  and  Lillian  Gomez-Mena  flanked  by  (heir  parents 
A  poweiful  sugar  dynasty  flourished  fiitm  this  1036  union. 


56 


FORBES,  MAY  14,  19SK) 


The  idea  is  to  keep  the  poor  U.S. 
sugar  farmer  from  losing  the  old 
homestead.  His  costs  are  just  too  high 
to  compete  with  cheaper  foreign  sug- 
ar, and  besides,  the  European  Com- 
munity heavily  subsidizes  its  sugar 
farmers.  As  a  result,  European  nations 
that  were  once  among  the  largest  net 
importers  of  sugar  have  today  become 
the  largest  net  exporters  to  the  world 
free  market. 

All  this  not  only  costs  the  consum- 
er money  but  is  also  to  the  detriment 
of  Caribbean  economies,  among  oth- 
ers, that  would  benefit  from  any  in- 
creased demand  that  lifted  world 
prices. 

Who  benefits  from  this  rigging  of 
the  market?  The  myth  is  that  the  poor 
little  farmer,  hardworking  and  weath- 
erbeaten,  is  the  one  who  benefits.  But 
the  small  farmer  is  probably  just  bare- 
ly kept  in  business.  The  real  winners 
are  huge  domestic  producers  and,  to  a 
limited  extent,  those  few  foreign  pro- 
ducers whose  sugar  is  allowed  in: 
Once  landed  here  it  sells  at  the  U.S. 
price,  not  the  world  price. 

The  Fanjuls  have  it  both  ways. 
They  are  among  the  biggest  U.S.  pro- 
ducers of  cane,  and  they  are  also  large 
producers  in  the  Dominican  Repub- 
lic, a  country  from  which  imports  get 
preference  under  our  quota  system.  In 
all,  the  U.S.  consumer  makes  an  in- 
voluntary annual  contribution  to  the 
Fanjul  coffers  of  as  much  as  $52  mil- 


lion a  year. 

Who  are  the  Fanjuls?  Refugees  from 
Castro's  Cuba.  They  were  in  the  sugar 
business  in  Cuba  before  the  revolu- 
tion and  have  since  re-established 
themselves  in  the  Florida  Glades. 

The  members  of  the  immediate 
family  active  in  the  business  are  four 
brothers:  Alfonso  (Alfie)  Jr.,  52;  Jose 
(Pepe),  45;  Alexander,  40;  and  Andres, 
31.  In  the  Florida  Glades,  which  ac- 
count for  45%  of  U.S.  sugarcane  pro- 
duction, the  Fanjuls  own  170,000 
acres  of  soft  porous  muckland  perfect 
for  the  cultivation  of  this  commodity. 
Of  a  total  of  five  independent  sugar 
mills  in  the  Glades,  the  Fanjuls  con- 
trol three  and  have  the  largest  stake  in 
a  fourth — giving  them  a  near  strangle- 
hold on  the  Florida  industry. 

The  Fanjuls  also  own  240,000  acres 
in  the  Dominican  Republic,  the  for- 
eign country  that  has  the  largest  quo- 
ta in  the  U.S.  market.  That's  a  real 
bonanza  for  the  Fanjuls,  because  pro- 
duction costs  in  the  Dominican  Re- 
public are  maybe  10  cents  a  pound, 
while  their  U.S.  quota  sugar  is  guaran- 
teed to  fetch  22  cents  a  pound. 

With  so  much  going  for  them,  the 
Fanjuls  might  be  expected  to  relax! 
Hardly.  The  family  didn't  get  where  it 
is  by  being  easygoing.  This  is  a  busi- 
ness with  little  growth,  but  the  Fan- 
juls aren't  satisfied  with  standing 
still.  In  pushing  for  ever  more  market 
share,  the  Fanjuls  are  slowly  but  sure- 


ly squeezing  out  the  smaller  growers 
in  the  Glades. 

No  member  of  the  Fanjul  family  or 
anyone  working  for  them  was  willing 
to  talk  to  FoRBES;  public  relations 
never  has  been  the  family  forte.  Few 
of  their  associates  or  competitors 
were  willing  to  talk  on  the  record 
about  them.  Such  is  the  power  of  the 
Fanjuls  that  society  photographers  of 
Palm  Beach  refused  to  sell  Forbes  any 
of  the  Fanjul  pictures  they  have.  Says 
one:  "The  next  time  they  bum  the 
sugar  fields,  they  might  just  bum  me 
too."  The  family  would  provide  an- 
swers only  through  a  spokesman,  Jo- 
seph Klock  Jr.,  who  is  a  Miami  lawyer 
and  an  assistant  secretary  of  all  their 
corporations. 

Klock  doesn't  reveal  much.  He  de- 
scribes his  clients  as  upright  family 
men,  modest  livers  and  businessmen 
who  abhor  leverage  and  are  sympa- 
thetic to  the  plight  of  their  foreign 
workers.  To  put  it  mildly,  this  is  a 
minority  view  in  the  Glades.  Those 
who  do  business  with  the  family  de- 
scribe its  tactics,  particularly  those  of 
Alfie  Jr.,  as  ruthless. 

Forbes  gathered  enough  informa- 
tion to  piece  together  the  family  his- 
tory and  to  gain  some  insight  into 
their  current  business  dealings. 

The  Fanjuls  of  Palm  Beach  are 
fourth-generation  sugar  barons.  The 
brothers'  great-grandfather  on  their 
mother's  side  was  Andres  Gomez- 


Slill  by  Gilles  Moreau  from  the  film  '  H-2  Worker"  by  Stephanie  Black 


Housing  for  sugar  workers  a  i  ilk  icinjuls  Okeelanta  mill 
is  pMtbUe  relations  a  problem? 
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What  are  the  ingrk 
A  never-ending  paic 
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is  not  just  how  much  money  im 
to  improving  the  quality  of  lifin 
A  company  as  forward  thinm 
feel  comfortable  with  a  stoch 
the  past.  As  John  Naisbitt,  thei 
'both  the  NASDAQ  system  anc\ 
trends  propelling  our  world  h 
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THE  STOCK  MARKET  FOR  THE  NEXT  lOO  YEARS. 


6,42pm,  The  Regent  Beverly  Wilshire, 

Downstairs  in  The  Bar  someone  is  playing 

"Cool  Blues"  on  the  Baby  Grand, 


Revel  in  a  world  of  Euro- 
pean grandeur,  lovingly 
recreated  in  the  heart  of 
Beverly  Hilb. 
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THE  PRESIDENTIAL  SUITE 


BEVERLY  WILSHIRE 

BtMRU  HILLS 
A  RECENT'INTERNATIONAL  HOTEL 


AUCKLANll   BANGKOK    BEVERLY  HILLS  (.HICAOtl.  RJI    HONG  KC3NG.  KUALA  LUMPUR   MELBCXIRNE   NEW  YORK   SINGAPtJRt  SYDNEY  TAIPEI 


(800)545-4000 


ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  lot  al  listing  for  station  and  time. 


We  bring  good  things  to  life. 


Mena,  who  emigrated  from  Spain  to 
Cuba  in  the  19th  century.  By  the  time 
he  died,  in  1910,  he  had  built  four 
sugar  mills  and  become  the  richest 
man  in  Cuba.  His  son  Jose  (Pepe)  Go- 
mez-Mena  fled  Cuba  in  1960,  leaving 
behind  a  sugar  empire  valued  at  near- 
ly $50  million.  Today  Fidel  Castro 
occupies  one  of  Gomez-Mena's  splen- 
did mansions  in  Havana. 

On  the  Fanjul  side,  a  Spanish-bom 
ancestor  founded  one  of  the  biggest 
sugar  trading  houses  in  the  world, 
based  in  New  York  with  a  sister  com- 
pany in  Cuba.  It  was  the  marriage 
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Alfonso  Fanjul  Jr 

Tough  head  «ff  the  family. 

between  Alfonso  Fanjul  Sr.,  who  ran 
the  Cuban  trading  house,  and  Pepe 
Gomez-Mena's  only  daughter,  Lillian, 
that  made  the  Fanjuls  a  Cuban  sugar 
dynasty  and  later  helped  them  re-cre- 
ate their  fortune  here.  Pepe  Gomez- 
Mena  had  the  foresight  to  diversify 
outside  Cuba.  He  put  a  couple  million 
dollars  into  U.S.  banks  and  bought 
apartment  buildings  on  New  York's 
East  Side. 

When  Fidel  Castro  made  himself 
dictator  of  Cuba,  the  Fanjuls  were  a 
good  jump  ahead  of  him.  Ahhough 
they  deny  it,  fellow  emigres  bcheve 
that  their  Cuban  trading  operation 
managed  to  load  $6  million  worth  of 
stored  sugar  onto  barges  right  under 
the  eyes  of  the  disorganized  commu- 
nist militia  and  sail  off  to  the  U.S. 

The  family's  social  and  business 
connections  helped  son-in-law  Alfon- 
so Sr.  secure  financing  for  a  new  ven- 
ture in  Florida  after  the  family  arrived 
in  this  country  in  1960.  Wall  Street's 
Clark  Dodge,  now  part  of  Kidder,  Pea- 
body  &.  Co.,  structured  the  deal. 

Other  Cuban  families  joined  the 
Fanjuls  in  their  startup.  The  new  op- 
eration bought  land  in  the  Glades, 
picking  up  4,000  acres  for  $200  per 
acre.  The  group  also  purchased  three 
rusty,     outmoded     Louisiana     sugar 
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BiCOME  A 

JAIKIIIIKI 

AND  GIT  YOUR 

OWN  747. 


At  JAL,  we  don't  just  have  me- 
chanics. We  have  kizuki:  An  elite 
corps  of  engineers  who  are  assigned 
to  their  own  747s. 

Because  each  plane  is  worked 
on  by  one  kizuki  team,  each  kizuki  is 
obsessed  with  its  performance. 


Unique  to  the  business,  this  sys- 
tem has  helped  us  maintain  the  on- 
time  departure  record  year  after  year 

And  helped  us  maintain  a  very 
comfortable  relationship  with  our 
passengers. 


Japan  Airlines 

A    WORLD    OF    DIFFERENCE 
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Let's  say  you  wanted  to  build 
the  most  reliable  800  network  in 
the  world.  And  give  it  the  most 
sophisticated  features. 

There  are  only  two  approaches 
to  the  problem. 

You  could  start  with  an  opera- 
tion that  began  over  100  years 
ago.  And  upgrade  it  one  part  at  a 
time.  By  adding  digital  switches 
here,  fiber  optic  lines  there, 
and  doing  your  best  to  make  this 
multi-layered  system  work  like 
one  piece. 

Or  you  could  start  with  a 
clean  sheet  of  paper  And  build 
a  network  that  actually  is  one 


piece.  That's  exactly  what  we've 
done.  At  US  Sprint!  we  started 
in  1986,  and  built  our  entire 
network  from  the  ground  up. 
With  the  same  equipment  at 
every  location.  And  100%  digital 
fiberoptic  lines.  Nationwide. 

Technically  we  call  this  ap- 
proach flat  architecture.  But  in 
,  non-technical  terms,  it  means 
there's  a  lot  less  to  go  wrong. 

With  this  simple  approach 
to  800  service,  we  can  give 
you  enhanced  features  like  call 
allocation,  which  lets  you  route 
calls  based  on  anticipated 
demand.  And  command  routing, 


which  lets  you  react  to  unexpect- 
ed demand  instantly 

So  you  can  make  it  much 
easier  for  customers  to  get  in 
touch  with  you. 

As  new  features  are  developed, 
adding  them  is  a  simple  matter 
of  programming.  Because  of  all 
this,  we  can  give  you  the  most 
sophisticated  800  service  in  the 
world.  And  the  most  reliable. 

So,  if  you  want  an  800  service 
that  keeps  your  business  in  one 
piece,  just  give  us  a  call. 

1-800-877-2000. 

O1990  US  Sprint  Communicaiions  Company  Limited  Partnership 
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ITS  A  NEW  WORLD" 


mills  and  reassembled  them  near 
their  landholdings. 

In  the  late  Fifties,  just  before  the 
Fanjuls  arrived  in  Florida,  U.S.  sugar 
producers  weren't  producing  enough 
to  satisfy  the  country's  sweet  tooth. 
So  the  government  allowed  the  Flori- 
da sugarcane  industry  to  flourish  un- 
der the  protection  of  the  federal  price 
umbrella. 

The  U.S.  Army  Corps  of  Engineers 
had  already  finished  draining  and  irri- 
gating the  Glades.  The  operation  cre- 
ated soil  that  was  perfect  for  the  culti- 
vation of  sugar.  The  emigres  also  took 
advantage  of  a  new  variety  of  sugar 
plant  that  proved  an  excellent  hybrid 
for  use  in  Florida. 

Early  on,  when  their  resources  were 
limited,  the  Fanjuls  showed  they  un- 
derstood financial  leverage.  They  put 
up  $245,000  for  their  estimated  15% 
stake  in  the  $10  million  Osceola 
Farms  project.  For  the  rest  they  turned 
to  Northwestern  Mutual  Insurance 


Co.  and  other  equity  sources. 

Alfonso  Sr.  acquired  more  and  more 
acreage  to  make  his  mills  self-suffi- 
cient in  raw  material.  The  family  has 
been  acquiring  ever  since.  When  Gulf 
&  Western's  Florida  sugar  business 
came  on  the  market  in  1984,  four 
years  after  Alfonso  Sr.'s  death,  Alfie 
Jr.,  now  running  the  show,  bought  it. 
He  paid  $240  million,  which  got  him 
not  only  90,000  acres  plus  a  sugar  mill 
in  Florida,  but  also  a  mill  in  the  Do- 
minican Republic  and  240,000  acres 
of  sugarcane  land  there.  This  and  sub- 
sequent purchases  have  created  an 
empire  greater  than  the  combined 
Fanjul  and  Gomez-Mena  acreage  that 
was  expropriated  in  Cuba  in  1959. 

When  Alfie  Jr.  took  over  the  Gulf  &. 
Western  operation,  he  showed  why  he 
is  feared  and  resented  in  the  sugar 
industry.  Since  the  Florida  mill  pro- 
cessed more  sugar  than  its  own  acre- 
age could  produce,  it  had  signed  con- 
tracts with  independent  farmers  in 


Florida  to  buy  their  cane,  splitting  the 
proceeds  from  the  raw  product  on  an 
agreed-upon  basis.  Yielding  to  pres- 
sure from  the  independent  growers, 
Alfie  raised  their  take  from  60%  to 
66%  of  the  gross  revenues.  But  it  was 
not  a  victory  without  a  price.  Forbes 
was  told  the  new  contracts  had  an 
attached  condition:  At  least  some 
contracts  provided  that  if  the  farmers 
did  not  deliver  the  agreed  amounts, 
the  Fanjuls  would  have  the  right  to  go 
in  and  farm  their  land  for  them.  That 
would  make  much  of  that  land  unsal- 
able to  anyone  but  the  Fanjuls. 

There  were  other  stipulations: 
When  they  are  dealing  with  certain 
growers,  the  Fanjuls  insist  on  harvest- 
ing the  cane,  too,  and  charge  as  much 
as  $12  per  ton,  though  the  growers  say 
they  could  do  the  job  themselves  for 
half  that. 

It  is,  of  course,  in  the  Fanjuls'  inter- 
est to  keep  harvesting  costs  at  a  mini- 
mum. This  means  getting  as  much  as 


Palestinians  in  Florida 


Belle  Glade,  Fla.  (pop.  17,500)  is  what  you  expect  it 
to  be:  a  sleepy  southern  town  where  a  rundown 
three-story  barrack  houses  sugar  company  H2-A  work- 
ers. Each  evening  hand-washed  work  clothes  are  hung 
loosely  from  banisters  on  each  floor.  On  weekend 
nights  hundreds  of  Jamaicans  jam  the  streets,  some 
sharpening  machetes  for  the  next  day's  work,  but  most 
milling  about  in  the  stores  that  line  West  Avenue  A. 

Suddenly,  an  incongruous  sight. 
A  slender  elderly  lady,  in  un- 
adorned Arab  dress,  a  white  scarf 
covering  her  hair,  stands  at  the 
door  of  her  store.  She  is  Umm  Tay- 
seir,  a  member  of  an  extended  fam- 
ily, the  Shataras.  They  are  Pales- 
tinians from  Almazraa  Alshar- 
quieh,  a  town  some  10  miles  from 
Ramallah,  one  of  the  largest  cities 
in  the  West  Bank.  Most  of  the  oth- 
er stores  on  West  Avenue  A  are 
also  owned  by  Palestinians,  many 
of  them  distant  relatives  of  Umm 
Tayseir  or  members  of  other  vil- 
lages near  Ramallah.  Their  customers:  Jamaican  farm 
workers. 

The  stores  lining  the  street  have  names  like  Jerusa- 
lem Store  and  Omar  Store.  And,  like  Umm  Tayseir, 
their  owners  left  the  West  Bank  more  than  20  years 
ago,  right  after  the  1967  Arab-Israeli  war.  Through 
many  circuitous  routes,  via  stops  in  places  like  Brazil 
and  Nicaragua,  about  50  Palestinian  families  finally 
settled  in  the  Glades.  Like  other  immigrants  before 
them,  they  began  as  peddlers  selling  from  vans  things 
like  pants  and  gloves  to  cane  cutters.  "Whatever  a 
Jamaican  makes,  he  spends,"  says  Omran  Omar,  22, 
who  helps  his  parents  run  their  Omar  St  ore. 

Soon  the  astute  Palestinians  had  earned  enough  to 


Belle  Glade's  Palestinian  enclave 
Where  sugar  cutters  shop. 


buy  out  most  of  the  stores  on  West  Avenue  A,  and  the     can."— P.B.  with  R.K. 


shopkeepers  began  to  broaden  their  wares  to  brightly 
colored  pants,  gold  rings,  Bruce  Lee  posters,  vcrs  and 
tape  recorders. 

"In  four  months  of  the  harvest  season,  we  could 
make  enough  to  support  our  families  for  the  rest  of  the 
year,"  says  Ghassab  (Gus)  Halum,  32,  who  followed  his 
uncle  to  Belle  Glade  from  Nicaragua  in  1971.  After  the 
cane  harvest  season  most  close  down  and  return  to 
their  Arab  village  for  the  summer. 
Gus  Halum  is  a  wholesale  distribu- 
tor of  electronics  not  just  in  Belle 
Glade  but  all  over  Palm  Beach 
County. 

He  and  his  beautiful  blue-eyed 
wife,  Amira  (Amy),  25,  are  expect- 
ing their  fifth  child  in  May;  Gus' 
father-in-law,  Mohammed,  owns  a 
shop  across  the  street. 

The  Palestinians,  like  other  old- 
er generations  of  immigrants,  hold 
on  to  their  traditions,  intermarry- 
ing, subscribing  to  Palestinian  pub- 
lications and  closely  following  de- 
velopments in  the  Middle  East.  On  their  walls  are 
pictures  of  Palestinian  youths  wounded  in  clashes  on 
the  West  Bank. 

Would  Belle  Glades'  Palestinians  settle  permanent- 
ly on  the  West  Bank  if  there  were  ever  a  Palestinian 
state?  All  say  that's  what  they  long  for.  But  like 
generations  of  immigrants  before  them,  the  most 
successful  would  probably  stay  in  this  country.  Take 
Gus  Halum,  who  is  probably  the  most  politically 
active  member  of  the  community.  He's  almost  as 
Americanized  as  many  of  the  Palestinian  teenagers 
on  West  Avenue  A,  who  speak  English  with  a  south- 
ern accent.  "I  went  to  college  here  and  make  a  good 
living,"  he  says.  "In  many  ways,  I'm  very  Ameri- 
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Whatever  your  financial  needs, 
our  rtymber^  give  you  an  edge. 


fxO^^^^O^^^ 


The  Principal  Edge.® 

$26,500,000,000.  With  over 
$26  billion  in  assets  under  man- 
agement, The  Principal  Financial 
Group®  is  one  of  America's  strongest 
financial  services  organizations. 
7,500,000.  Our  individual  and  employee 
benefit  customers  now  number  seven  and 
a  half  million,  and  growing. 

110.  For  more  than  110  years.  The  Principal®  has 
been  tailoring  products  and  services  that  give 
individuals  and  businesses  an  advantage. 
99%.  Our  accuracy  rate  on  claims.  What's  more,  we're 
one  of  only  13  U.S.  insurance  companies  in  2000  to  earn 
Moody's  top  rating  (Aaa)  for  claims  paying  ability. 
5.  Offering  flexible,  personalized  products  helped  Principal 
Mutual  Life  Insurance  Company  become  the  5th  largest 
life  company  in  the  U.S.  last  year,  based  on  premium  income. 
But  we  haven't  forgotten  who's  number  one. 

1.  You.  Because  at  The  Principal,  we  want  you  to  feel  like 
you're  our  only  customer. 

It  all  adds  up  to  an  edge  you  can't  get  with  any  other  financial 

services  organization. 

The  Principal  Edge.  To  learn 

more  about  it,  call  toll  free: 

1-800-633-0323. 

-   I   The  Principal  Financial  Group, 

'  711  High  Street, 

Des  Moines.  lA  50392-0150. 
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©  1990  Principal  Mutual  Life  Ins.  Co. 


SIEMENS 


1908.  That  was  then 


One  of  the  favorites  in  the  The  Great  New  York  to  Paris  Race  was  a  motor  car  named 
Protos.  It  was  built  by  a  company  named  Siemens. 


©  Siemens  Corporation  1990 
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1990.  This  is  now. 


Today  Siemens  builds  almost  everything  for  an  automobile  except  the  automobile  itself. 
We  supply  22  of  the  world's  major  car  makers  with  over  700  systems  and  products, 
from  fuel  injectors  and  microprocessors  to  halogen  headlamps.  Those  products  are  only 
some  of  the  many  precision  technologies  made  by  the  10,000  Siemens  people  working  at 
50  U.S.  manufacturing  sites.  In  fact,  with  35,000  men  and  women  working  nationwide, 
Siemens  remains  determined  to  continue  as  a  leader  in  the  kind  of  thinking  that  produces 
innovative  technology  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003A,  Trenton,  New  Jersey  08650 


Automation        Automotive  Electronics        Electronic  Components        Energy        Graphic  Systems 
Information  Systems       Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications 
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Perfect  reminder. 
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Mrs.  Alfonso  Fanjuljr.  and  her  dog  Tai; 

cane  cutter  in  Florida 

Who  benefUsJrom  price  support? 

possible  out  of  the  growers  and  out  of 
the  labor  force.  In  Florida,  most  sugar- 
cane is  harvested  by  temporary  work- 
ers brought  in  from  Jamaica  and  other 
West  Indian  islands.  Growers  must 
get  certification  from  the  U.S.  Depart- 
ment of  Labor  to  bring  in  workers 
under  a  provision  of  the  law  known  as 
H2-A.  Every  year  9,000  workers  arrive 
in  late  October  to  do  the  dirty,  back- 
breaking  work  of  cutting  cane. 

The  Fanjuls  have  also  gotten  them- 
selves a  bad  name  in  the  area  of  labor 
relations.  Most  employers  in  the  in- 
dustry have  been  cited  at  one  time  or 
another  for  their  treatment  of  these 
workers.  But  it  was  at  the  barracks  of 
the  Fanjuls'  Okeelanta  mill  shortly 
after  its  purchase  from  Gulf  &  West- 
em  that  police  dogs  were  used  to 
round  up  striking  workers  in  1986. 
The  workers  were  then  shipped  home 
and  blacklisted  from  the  industry. 

At  Okeelanta  the  workers  are 
housed  in  grim  and  teeming  barracks. 
And  the  Fanjuls  have  been  cited  for 
underreporting  workers'  hours,  mak- 
ing it  appear  that  they  are  earning  the 
minimum  hourly  wage  required  by 
law.  So  far,  the  Fanjuls  have  been 
forced  to  pay  nearly  $900,000  to  work- 
ers in  back  wages  and  reimburse- 
ments to  settle  with  the  Department 
of  Labor.  Says  Florida  Rural  Legal  Ser- 
vices lawyer  Robert  Williams,  "Ac- 
cording to  what  the  workers  tell  us, 
the  one  place  they  don't  want  to  be 
sent  to  is  Okeelanta." 

Some  other  producers  are  investing 
heavily  in  automation.  Not  the  Fan- 
juls. Fanjul  spokesman  Klock  con- 
cedes that  worker  treatment  is  a  pub- 
lic relations  problem  but  says  the  Fan- 
juls will  not  give  up  hand-cutting. 
Why  not?  "The  Fanjuls  are  a  refugee 
family,"  he  says.  "They  understand 
the  importance  the  work  has  on  the 
economy  of  the  Caribbean." 

There  is  a  more  cynical  interpreta- 
tion: The  system  by  which  hand-cut- 
ting wages  are  determined  enables  the 
cost-conscious  Fanjul  operation  to 
profit  on  the  spread  between  what 
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they  charge  the  landowmers  and  the 
actual  costs  of  harvesting. 

In  the  Glades  many  growers  are 
members  of  cooperatives,  which 
means  they  collectively  ov^m  a  mill. 
By  buying  farms  that  belonged  to  co- 
ops over  the  years,  the  Fanjuls  became 
members  of  Belle  Glade,  Fla.'s  two  co- 
ops, the  Atlantic  Sugar  Association 
and  the  Sugar  Cane  Growers  Co-op. 
Today,  some  of  their  associates  in  the 
co-ops  are  charging  that  the  family  is 
acting  to  the  detriment  of  other  mem- 
bers. It's  advantageous  for  mill  own- 
ers to  utilize  their  mills  at  full  capaci- 
ty during  the  short  four  to  five 
months  of  milling  season.  Since  there 
is  overcapacity  of  milling  (except  in 
years  with  severe  freezes),  there's 
competition  for  cane.  The  Fanjuls  are 
being  accused  of  diverting  cane  from 
co-op  mills  to  their  own  mills,  thus 
weakening  the  returns  to  co-op  mem- 
bers and  increasing  their  own  profits. 

A  lawsuit  was  filed  in  Palm  Beach 
recently  by  C.  Brewer  &  Co.,  partners 
with  the  Fanjuls  in  Closter  Farms,  a 
member  of  the  Sugar  Cane  Growers 
Co-op.  The  suit  claims  Alfie  began 
diverting  cane  from  Closter  Farms  to 
his  family's  Osceola  mill  around  the 
time  of  his  father's  death,  m  1980.  C. 
Brewer  claims  the  alleged  diversion 
cost  Closter  $6  million. 

One  member  of  the  Atlantic  co-op 
is  also  suing  the  Fanjuls,  allcgmg  that 
the  Fanjuls  had  been  withholding 
cane  from  that  co-op  since  1984  and 
thus  had  lowered  returns  for  every  ton 
processed  for  all  members.  The  Fan- 
juls deny  any  liability. 

It  appears  that  the  Fanjuls'  diver- 
sion of  cane  has  paid  off  handsomely 
for  the  family.  As  returns  contmucd 
to  weaken  at  the  Atlantic  co-op,  one 
member,  the  owner  of  Seminole 
Farms,  chose  to  sell  out.  The  Fanjuls 
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Cuba  and  su^ 


Sugar  baron  Jose  (Pepe)  Gomez- 
Mena,  the  Fanjuis'  maternal 
grandfather,  was  a  leader  of  Cuba's 
glittering  pre-Castro  society.  One 
night  during  the  politically  stormy 
Batista  years,  one  story  goes,  Go- 
mez-Mena  attended  a  party  given 
by  his  sister,  the  Countess  of  Revi- 
11a  de  Carmargo,  at  the  family's 
lavish  mansion,  decorated  with 
gold  and  silver  candlesticks,  solid 
gold  table  service,  and  Goya  and 
Murillo  paintings.  Soon  afterward, 
Pepe  Gomez-Mena  was  badly 
wounded  by  a  gvmman,  but  he  re- 
covered and  continued  his  gilded 
ways,  entertaining  close  friends 
like  the  Duke  and  Duchess  of 
Windsor  and  the  King  of  Spain,  un- 
til he  fled  to  the  U.S.  in  1960. 

The  Gomez-Menas  and  other 
sugar  families  shared  the  industry 
with  U.S.  interests.  In  the  1950s, 


Pepe  Gomez-Mena 
Grand  man  in  old  Cwiha. 


before  Castro  seized  power,  U.S. 
companies  still  owned  40  of  Cu- 
ba's 161  sugar  mills  and  accounted 
for  about  40%  of  the  island's  sugar 
production.  The  Spanish  elite  that 
worked  in  tandem  with  U.S.  busi- 
ness interests  were  labeled  by  the 
workers  on  the  sugar  centrales  as 
"entreguistas,"  from  the  Spanish 
word  meaning  "to  hand  over." 
With  Castro,  Cuba  traded  one  form 
of  exploitation  for  another. 

Today  one  family  home  is  the 
Havana  Museum  and  another 
houses  dictator  Fidel  Castro,  but 
sugar  still  reigns  in  Cuba,  as  it  has 
for  almost  two  centuries.  Prior  to 
Castro's  coup,  sugar  provided  80% 
of  the  country's  export  earnings. 
Thirty  years  later  it  accounts  for 
76%.  The  only  difference  is  that 
the  sugar  now  goes  mainly  to  the 
Soviet  Union,  not  to  the  U.S.,  with 
lesser  amounts  going  to  Canada 
and  Japan. 

To  help  keep  his  creaking  Rus- 
sian-subsidized economy  going, 
Castro  has  increased  the  amoimt  of 
sugarcane  milled  annually  by  50%, 
to  68.8  million  tons,  but  he  has 
accomplished  this  partly  by  using  a 
method  the  pre-Castro  plantation 
owners  heartily  disapprove  of.  He 
has  lengthened  the  milling  season. 
As  a  result,  the  sucrose  count  has 
declined,  which  means  the  yield 
per  acre  has  dropped. 

In  1988  the  situation  deteriorat- 
ed to  where  Castro  had  to  borrow  1 
million  tons  of  sugar  from  an  inter- 


national trading  house  to  meet  his 
commitments,  promising  part  of 
Cuba's  future  sugar  crop  as  collat- 
eral to  repay  the  loan. 

Over  the  past  three  decades,  the 
U.S.S.R.  has  generally  paid  a  pre- 
mium over  the  world  market  price 
for  Cuban  sugar  as  a  subsidy  to 
keep  Castro  in  power.  In  the  con- 
text of  the  Cold  War  it  was  money 
well  spent  by  the  Kremlin  to  keep  a 
loaded  pistol  pointed  at  the  head  of 
the  U.S.  But  if  the  Soviet  Union 
were  to  withdraw  the  subsidy  and 
force  Cuba  to  sell  on  the  world 
market,  what  is  left  of  the  Cuban 
economy  could  very  well  collapse. 
That  might  not  be  entirely  a  bless- 
ing for  the  U.S.,  which  might  have 
to  pay  much  of  the  cost  for  recon- 
structing a  viable  economy  on  the 
ruins  of  Castro's  socialist  experi- 
ment.—P.B.  with  R.K. 


Alfonso  Fanjul  Sr. 

His  Job:  rebuild  in  the  Glades. 


got  a  good  deal  on  the  land,  some 
11,000  acres,  and  picked  up  Semi- 
nole's 25%  stake  in  the  Atlantic  co- 
op. That  gave  them  majority  control 
of  Atlantic.  They  then  turned  the  co- 
op into  a  private  company,  giving 
them  control  of  payouts  to  former 
members. who  are  now  shareholders. 

Joseph ^Klock  insists  the  Fanjuis  act 
within  the  letter  of  the  law  and  says 
that  the  hostility  toward  the  family 
stems  from  bias  against  Cubans.  The 
racism  charge  rings  hollow,  however, 
given  the  family's  social  standing  in 
Palm  Beach. 

Only  a  few  of  the  Fanjuis'  business 
associates  agreed  to  talk  on  the  rec- 
ord. One  who  did  is  Joe  Marlin  Hil- 
liard,  one  of  the  most  powerful  inde- 
pendent growers  in  the  state,  with 
interests  in  everything  from  cattle  to 
citrus.  He  does  business  with  the  Fan- 


juis but  is  not  dependent  upon  them. 
"We  have  cordial  relations  but  they 
need  my  getting  along  with  them,"  he 
says.  The  fact  is  they  need  his  cane. 
Hilliard  delivers  to  U.S.  Sugar  Corp., 
the  oldest  sugar  company  in  Florida, 
as  well  as  to  the  Fanjuis.  He,  not  sur- 
prisingly, harvests  his  own  cane. 

The  unpopularity  doesn't  seem  to 
bother  Alfie  Fanjul.  A  change  in  the 
sugar  quota  system,  however,  would 
be  a  different  matter,  cutting  sharply 
into  his  family's  income.  As  we've 
said,  U.S.  sugar  policy  transfers 
roughly  $52  million  from  U.S.  con- 
sumers to  Fanjul  pockets.  Is  a  change 
likely?  Last  year  the  General  Agree- 
ment on  Tariffs  &.  Trade  Council 
found  the  U.S.  sugar  quota  system  to 
be  in  violation  of  its  regulations;  the 
support  system  is  on  the  agenda  of  the 
Uruguay  Round  of  trade  negotiations. 


to  be  completed  in  December. 

But  the  Fanjuis  don't  have  to  worry. 
Sugar  interests  have  powerful  allies: 
Cane  is  grown  in  4  states  and  sugar 
beets  in  about  15,  all  of  which  send 
people  to  Congress.  Beyond  that,  if 
the  price  support  system  is  seriously 
threatened,  the  com  sweetener  indus- 
try presumably  will  rush  to  its  aid. 
The  last  thing  the  sweetener  folks 
want  is  cheaper  sugar:  High-priced 
sugar  drives  many  commercial  users 
to  the  cheaper  com  product. 

At  a  time  when  trade  barriers  are 
under  pressure  everywhere,  the  sugar 
quota  system  is  surely  a  political 
anachronism.  It  offers  a  glorious  argu- 
ment against  trade  quotas  and  tariffs: 
Here  is  a  clear-cut  case  where  the 
consumers  pay  and  the  wrong  people 
benefit.  Protectionism  almost  always 
does  this.  ■ 
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He  WASN'T 

a  wright  brother. 

But  he  had 
the  right  idea 


The  Gallaudd  Bullet  of  1912  featured  innooaHons 
like  advanced  streamlining  and  an  incredible 
speed  of  130  m.p.h. 


His  stuffy  ^^^^^.^.^^         faculty  col-^ 
leagues  were  offended:  his  tinkering  wit 
"foolish  flying  gimcracks"  was  "undignified!' 

But  young  professor  Edson  Gallaudet  was 
willing  to  give  up  his  dignity,  and  his  job,  for  a  new 
idea  about  warping  the  wings  of  flying  machines. 
In  1898,  he  tested  a  scale  model  which  proved 
his  idea  right.  And  five  years  later,  Wilbur  and 
Orville  Wright  flew  using  that  same  principle. 

Today  Gallaudet's  model  is  in  the  Smithsonian, 
one  of  two  monuments  to  Gallaudet's  inventiveness 
and  persistence.  The  other  is  our  company. 

In  1908,  Edson  Gallaudet  started  what  many 
credit  as  the  first  aircraft  factory  in  America. 
Gallaudet  Engineering  Company  became  the  earliest 
aircraft  ancestor  of  General  Dynamics. 

A  Over  the  next  82  years,  our 

7^^-  history  of  building  aircraft  has 

included  some  of  America's  famous 
planes.  And  famous  people. 

Eddie  Stinson,  barnstormer 
and  "birdman!'  who  designed 
aircraft  for  many  of  the 
pioneer  pilots,  merged  his 

Our  Convair  "Pogo  Stick"  a  delta -wing 
prototype  of  1953,  was  the  first  to  rise  or  land 
vertically.  It  flew  in  excess  of  500  m.p.h. 


company  with  ours.  As  did  Jerry  Vultee,  whose 
planes  set  many  distance  and  speed  records,  includ 
ing  Jimmy  Doolittle's  12-hour  cross-country  flight. 

During  WWII,  the  Consolidated  B-24 
Liberator  went  from  plan  to  finished  plane  in  a 
record  nine  months  and  became  the  most- produced: 
American  bomber  After  the  war,  our  B-36 
Peacemaker  became  the  backbone  of  America's 
Strategic  Air  Command. 

Our  innovative,  delta-wing  design  made  the 
F-102  the  world's  first  supersonic  interceptor.  And 
the  B-58  Hustler  the  world's  first  supersonic  bomber. 

Today  our  F-16  Fighting  Falcon  is  rated 


:?Jslil^^^^wieSe^£-=^ 


;^?^fcSf»S*a.i  ■  ■  -  .-»•*£*; 


the  finest  fighter  in  the  world.  It  well  represents 
our  long  tradition  of  craftsmanship  and  creativity. 
Once  again,  that  tradition  is  about  to  be  tested. 
In  a  technology  competition  against  groups  from 


The  RB  Racer,  made  by  Daylon-Wrighl  Airplane  Company,  was  ihe  first 
aircraft  to  have  fully  retractable  landing  gear  Dayton-Wright  became  an  early 
part  of  General  Dynamics. 


West  Germany  and  Japan,  General  Dynamics  is 
teaming  with  four  top  American  companies  to 
develop  the  National  Aerospace  Plane. 

To  fly  from  runway  to  orbit,  at  speeds  up 
to  17,000  m.p.h.,  we  must  invent  new  science.  We 
must  also  invent  new  ways  for  American  competitors 
to  work  together.  But  we  are  confident. 

Since  the  days  of  Gallaudet,  our  company 
has  been  inventing  not  only  better  airplanes,  but 
better  ways  to  make  them. 

CaENERAL  DYNAMICS 

A  Strong  Company  For  A  Strong  Country 


Taxing  Matters 


Edited  by  Laura  Saunders 


California  throws  out  business  expense  de- 
ductions at  clubs  that  discriminate  against 
people  on  the  basis  of  race  or  sex. 

Today, 
California  •  •  • 


SAN  Francisco's  Pacific-Union 
Club  has  an  imposing  building 
at  the  tip-top  of  exclusive  Nob 
Hill,  an  all-male,  nearly  all  white 
membership,  and  genteel  traditions 
dating  back  100  years. 

This  exclusive — some  would  say 
stuffy — gentlemen's  club  is  now  in 
the  middle  of  a  most  imgentle  court 
battle  with  California  tax  officials 
over  club  privacy  and  members'  tax 
deductions.  A  victory  by  the  state 
could  mean  trouble,  and  not 
only  for  other  California  clubs. 
The  Golden  State  is  a  hatching 
ground  for  tax  ideas  that  other 
states  and  the  feds  pick  up. 

The  controversy  started  in 
1987  when  California  decided 
to  ban  any  deductions  on  state 
income  tax  returns  for  enter- 
taiimient  expenses  (dues,  meals, 
or  other  costs)  incurred  at  social 
clubs  that  discriminate  on  the 
basis  of  sex,  race,  religion  or 
ancestry. 

"It  makes  no  sense  to  ask  av- 
erage Califomians  making 
$20,000  a  year  to  subsidize  ex- 
penses for  clubs  that  wouldn't 
let  them  in  the  door,"  says  State 
Controller  Gray  Davis,  an  elect- 
ed official.  That's  the  way  tax 
officials  think — if  you  claim  a 
deduction,  you're  being  "subsi- 
dized." But  subsidy  isn't  the  is- 
sue; discrimination  is. 

Using  the  income  tax  this 
way  is  a  new  twist  in  a  recent 
series  of  attacks  on  exclusive 
clubs.  More  often,  cities  and 
states  have  invoked  "public  ac- 
commodations" laws — as  with 
the  Century  Club  in  New  York 


City — or  threatened  to  pull  liquor  li- 
censes— as  in  Boston — in  efforts  to 
force  clubs  to  open  their  member- 
ships to  women  or  minorities.  In  the 
case  of  Maryland's  Burning  Tree  Golf 
Club,  the  state  withdrew  the  club's 
property  tax  exemption  as  a  park  be- 
cause it  didn't  have  women  members. 
In  court,  the  Pacific-Union  Club's 
lawyers  argued  that  members  deserve 
tax  deductions  for  dues  and  entertain- 
ment expenses  incurred  there.  Clubs, 

J;imie  Tanaka 


San  Francisco's  exclusive  Paafic-llnion  Cluh 
Will  memben  be  audited Juat for  belonging? 


they  said,  "have  a  constitutional  right 
to  select  their  members  on  the  basis 
of  their  social  affinity,  their  age,  their 
gender  or  anything  else,"  and  not  be 
excluded  from  taking  tax  deductions 
for  business  entertairmient. 

But  what  has  really  riled  the  club's 
members — and  what  gave  rise  to  the 
court  battle — is  not  just  the  law  itself 
but  how  California  wants  to  enforce 
it.  To  make  sure  that  no  members  are 
taking  deductions  for  club  services, 
state  tax  officials  have  subpoenaed 
the  club's  membership  list  to  perform 
"spot  audits." 

Club  members  think  that  spells  ha- 
rassment, especially  because  the  state 
refuses  to  limit  the  audits  to  enter- 
tainment deductions.  What  frightens 
some  members  is  the  idea  that  the  tax 
people  might  then  subject  them  to 
excruciating  audits  as  a  kind  of  unoffi- 
cial punishment  for  belonging  to  the 
Pacific-Union. 

Meanwhile,  the  club  is  going  to 
great  lengths  to  remind  its  members 
that  it  is  a  private  social  club  only, 
that  business  may  not  be  conducted 
on  club  premises,  and  that  club  dues 
and  expenses  are  not  tax  deductible 
(see  box,  p.  76). 

So  the  club's  lawyers  say  the  state 
has  no  reason  to  go  on  a  fishing  expe- 
dition through  club  lists.  Unfortu- 
nately for  them,  however,  the  judge  in 
California's  San  Francisco  Superior 
Court  sided  with  the  state  over  the 
membership  list  subpoena.  The 
club  has  appealed. 

In  applying  the  new  statute 
and  regulations,  the  California 
taxmen  are  making  a  show  of 
scrutinizing  women's  clubs 
with  no  male  members  as  well 
as  men's  clubs  with  no  women. 
To  determine  discrimination, 
they  are  said  to  look  for  such 
thmgs  as  whether  a  club  has 
preferential  starting  times  for 
men  (or  women)  on  the  golf 
course  and  tennis  courts,  or 
even  a  men's  grill. 

Whatever  the  outcome  of  the 
membership  list  issue,  the  real 
question  is  whether  Califor 
ma's  approach — denying  in 
come  tax  deductions  for  clubs 
that  discriminate — will  be 
picked  up  elsewhere.  Govern- 
ments at  all  levels  are  desper- 
ate for  revenue,  so  nothing  is 
off  limits.  Upon  hearing  of  the 
idea,  one  top  tax  staffer  in  Con- 
gress said,  "That  sounds  like  a 
great  idea.  I  bet  it  would  raise 
lots  of  revenue." 

The  Supreme  Court  has  out- 
lawed deductions  for  donations 
to  charitable  institutions  that 
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The  Intellig^it  Choice 
For  Financial  Security. 

The  Guardian. 

One  way  to  avoid  some  of  today's  financial 
pitfalls  is  to  find  an  insurance  company  that 
has  never  actively  invested  in  "junk  bonds" 
for  its  own  portfolio.  That's  The  Guardian. 

When  you  choose  The  Guardian,  you're 
choosing  a  company  that  takes  only  prudent, 
balanced  risks.  In  fact,  the  foundation  of 
The  Guardian's  insurance  and  investment 
policies  is  a  strong  portfolio  of  top-quality 
stocks  and  bonds. 

Making  (he  Grade 

The  Guardian's  ability  to  keep  a  strong  grip 
on  the  return  and  quality  of  its  assets  pays 
off  for  you  two  ways.  As  a  mutual  company, 
we  share  our  successes  with  policyholders 
through  dividends,  keeping  the  cost  of  your 
policies  low. 

And,  our  continued  success  ensures  that 
The  Guardian  will  be  here  to  guide  you  over 
the  long  haul,  not  just  over  the  next  hill. 

The  Envy  of  the  Industry 

The  Guardian's  capitalization  ratio  of  13.1  %  ,* 
the  prime  measure  of  financial  strength 
and  solvency,  is  twice  the  industry  average. 

Make  The  Intelligent  Choice 

Find  out  more  about  The  Guardian's  Life 
Insurance,  Group  Insurance,  Income 
Protection,  Equity  Products  and  Asset 
Management. 

Cain -800-662-1006. 

We'll  provide  you  with  all  the  facts  for  your 
financial  security. 


w  The  Guardian" 

The  Intelligent  Choice" 

Since  1860 


©1990  The  Guardian  Life  Insurance  Company  of  America 
•Surplus  and  MSVR  divided  by  assets  in  1989. 


All-new  Cutlass 
Supreme  Convertible 


Introducing  a  car  you  just 
can't  top.  The  all  new  1990 
Cutlass  Supreme"  convertible. 


It's  got  a  3.1-liter  V6  engine 
with  multiport  fuel  injection. 
Four-wheel  disc  brakes  and 
four-wheel  independent  sus- 
pension. A  r  ear  window  made 
of  glass,  not  plastic,  for  better 


visibility  The  full  back  seat  has 
room  for  three.  More  than  most 
convertibles,  for  more  fun.  And 
the  support  bar  adds  structural 
stability  while  minimizing  wind 
on  passengers. 
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©  1990  GM  Corp.  All  righis  reserwd. 


And  now  you  can  uncover  one 
of  the  best  owner  satisfection  plans 
ever:tiie  OldsmoblJe  Edge.  Ifs  a  com- 
prehensive owner  satisfection  plan 
designed  to  make  01dsmobile®the 
industry  leader  in  total  customer 


satisfection.  And  it's  standard  on 
any  Oldsmobile  you  buy* 

To  find  out  more  about  it,  or 
about  ttie  1990  Cutlass  Supreme 
convertible,  pay  a  visit  to  your 
nearest  Olds  dealer  Or  simply 


cmo][-treel-800-242-OLDS, 
Moa-Frl,  9  am.  to  7  p.m.  EST. 

•Fleet  and  lease  vehicles  exclucM 

f liThe  NewGeneration  of 

iOdsmobile 
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FIDELITY  GROWTH  &  INCOME  PORTFOLIO 


Growth  And  Income- 

In  Changing  Markets 

You  Need  Both 


FIDELITY 
GROWTH  &  INCOME  PORTFOLIO 


The  chart  below  illustrates  how  Growth  & 
Income  Portfolio  combines  dividend 
income  with  capital  appreciation  through 
changing  markets. 


APPfiEClATKW 


A  moderate  strategy- 
There  are  markets  in  which 
you  seek  capital  appreciation. 
And  there  are  markets  in  which 
you  seek  the  income  "cushion" 
of  high  dividend-paying  stocks. 
Fortunately,  there  is  one  stock 
hind  that  allows  you  to  benefit 
from  both  of  these  strategies 
simultaneously-Fidelity 
Growth  &  Income  Portfolio. 

For  long-term  growth. 

Growth  &  Income  Portfolio 
has  the  flexibility  to  pursue  the 
many  investment  opportunities 
available  by  following  its  overall 
strategy  of  seeking  long-term 
growth  plus  higher  dividends 
and  broad  diversification.  Of 
course,  past  performance  is  no  guarantee  of  future  results. 

Plus,  These  Fidelity  Advantages 

l/  Start  with  just  $2,500.  ^  Flexibility-you  may  diversify 
among  over  60  Fidelity  funds.  ^  Free  shareholder  magazine, 
Investment  Vision. 

'Returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  the 
effect  of  the  2%  sales  charge.  Share  price  and  returns  will  vary  and  you  may  have  a  gain  or  loss 
when  you  sell  shares.  Fund  operations  commenced  December  Ml  l')XS. 


1987        1988        1989 

3.66%      20.52%      27.01% 

Total  Return  As  of  12/31^ 


Average  Annual 

Return  Ended 

12/31/89' 


1Year 

27.0r' 


Life  Of  Fund 


22.14 


/• 


1-800-544-8888    24  hours 


Fidehty  Growth  &  Income  Portfolio.  For 

more  complete  information,  including  management  fees  and  expen- 
ses, call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you 
invest  or  send  money.  Fidelity  Distributors  Corporation  (General 
Distribution  Agent),  P.Q  Box  660603,  Dalks,  TX  75266-0603. 
Service  for  the  hearing  impaired  TDD/1-800-544-01 18. 
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discriminate  according  to  race.  But 
the  federal  antidiscrimination  rules 
for  tax-exempts  cover  only  the  area  of 
race.  Current  law  doesn't  forbid  the 
Boy  Scouts  to  exclude  girls  or  Smith 
College  to  exclude  men. 

California  takes  a  tougher  line  than 
the  federal  government,  but  Congress 
might  just  be  persuaded  to  go  all  the 
way,  too. — L.S, 


Dues  and  donts 


All  over  the  country,  politi- 
.cians  are  threatening  clubs 
unless  they  cither  end  discrimi- 
nation or  show  they're  truly 
"private" — i.e.,  that  business 
isn't  conducted  on  the  premises. 

Many  exclusive  clubs  have 
chosen  the  latter  path,  and  tell 
members  that  club  expenses 
aren't  deductible.  Every  bill 
from  the  Pacific-Union  Club,  for 
example,  carries  this  warning. 
Members  must  also  pay  fees 
with  personal  checks.  At  meals, 
the  genteel  rule  "no  papers  on 
the  table"  is  strictly  enforced. 

Here  are  the  current  irs  rules 
on  deductibility  of  club  dues  and 
expenses,  courtesy  of  cpas 
Grant,  Thornton: 

If  you  use  a  social  or  athletic 
club  more  than  50%  for  busi- 
ness, the  percentage  of  your  dues 
that  corresponds  to  your  busi- 
ness use  is  deductible.  So  if  you 
used  the  club  65%  for  business 
and  35%  for  pleasure,  you  may 
deduct  65%  of  the  dues.  (If  you 
used  it  only  35%  for  business, 
nothing.)  Here  the  irs  likes  to 
sec  day-by-day  records. 

What  if  your  company  pays 
the  bill?  You  must  make  the 
same  allocation,  and  you  will 
owe  taxes  on  the  personal  use 
portion  of  dues. 

Rules  on  dues  at  "luncheon 
clubs" — ones  that  offer  lunches 
only  on  busmcss  days — arc  loos- 
er. Here  any  portion  of  business 
use  is  deductible.  So  if  you  use 
the  club  40%  for  business,  you 
may  deduct  40%  of  your  dues. 

Whether  or  not  you  deduct 
dues,  you  may  deduct  meals  and 
other  entertainment  costs  as 
business  expenses.  Your  compa- 
ny may  deduct  them,  too,  if  it 
reimburses  you,  but  all  such  de- 
ductions are  subject  to  a  20% 
disallowance. 

Of  course,  it's  hard  to  bug  the 
trees  on  a  golf  course. — L.S. 
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Imagine  what  a  Canon  Color  Laser  Copier 

could  do  with  a  pie  chart. 


The  Canon  G)lor  Laser  ODpier  200 
could  do  a  lot  for  your  business.  And 
Digital  Image  Processing  is  the  reason. 

It  reproduces  graphics,  slides  and 
photos  with  clarity  comparable  to 
professional  printing.  As  well  as  letting 
you  digitally  reduce  by  50%,  enlarge  up 
to  400%  or  edit  instantly 


And  with  automatic  feeding  and 
sorting  functions,  as  well  as  a  quick 
20  black-and-white  copies  per  minute, 
it's  one  color  copier  that's  all  business. 

To  find  out  more,  make  it  your 
business  to  call  1-800-OK-CANON, 
or  write  us  at  Canon  USA  Inc. 
P.O.  Box  3900,  I^oria,  IL  61614. 
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The  Digital  Difference. 


This  is  what  we  call  return  on  invest- 
ment. It's  not  in  oil,  or  chemicals,  or 
refining.  It's  in  learning.  We're  in- 
vesting in  today's  children  through 
a  unique  program  in  Cleveland  that 
actually  puts  money,  up  to  $6,000, 
into  escrow  for  a  student's  college 
education.  A  serious  student  can 
cost  us  a  lot.  But  kids  who  fail  to 


learn  will  cost  us  all  a  lot  more. 


The  Larger  Context 


Why  did  many  Latin  American  countries 
stay  poor  while  several  East  Asian  coun- 
tries, once  even  poorer,  grew  rich? 

A  HALTHUSIAN 
VISION 


By  Michael  Novak 


By  the  grace  of  God,  theologian  and 
Jesuit  Jon  Sobrino  wasn't  sleeping 
in  his  house  in  San  Salvador  on  the 
awful  night  of  Nov.  16,  1989  when 
six  of  his  housemates  were  mur- 
dered by  Salvadoran  soldiers.  In  a 
recent  interview  in  Sojourners,  a 
leftist  monthly,  Fr.  Sobrino  evinces 
remarkable  faith,  calm  and  hope. 
Alas,  he  also  helps  to  show  why 
Latin  Catholic  countries,  despite 
immense  natural  resources,  remain 
so  poor:  He  shows  an  impoverished 
understanding  of  economics. 

"In  Latin  America,"  he  says,  "we 
have  capitalism  from  Mexico  to  Ar- 
gentina." Here  Fr.  Sobrino  errs;  cap- 
italism is  exactly  what  Latin  Amer- 
ica from  Mexico  to  Argentina  does 
not  have.  It  has,  rather,  precapital- 
ist, state-dominated,  corruption- 
ridden  government  monopolies  and 
closed  markets.  Latin  America 
keeps  most  of  its  poor  in  an  infor- 
mal economy  in  which  they  caimot 
legally  incorporate  businesses  or  ob- 
tain credit  and  are  subject  to  crimi- 
nal penalties  for  economic  success. 

In  developing  capitalist  institu- 


Pbilosopher,  journalist  and  ex-U.S.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  Among  his 
recent  books  are  Taking  Glasnost  Seriously 
and  Free  Persons  and  the  Common  Good. 


tions,  Latin  America  is  about  two 
centuries  behind  several  nations  of 
East  Asia.  Latin  America  has  the 
sort  of  economy  that  Adam  Smith 
in  1776  wrote  against.  Economic 
systems  that  do  not  produce  inno- 
vative ideas  and  economic  activism 
among  the  poor  are  not  capitalist — 
they  are  feudal  and  self-stultifying. 
Precisely  what  predominates  in  Lat- 
in America  today. 

No  country  in  Latin  America  was 
as  poor  in  1945  as  were  South  Korea, 
Taiwan,  Singapore,  Hong  Kong  or 
war-leveled  Japan.  Practically  every 
country  in  Latin  America  has  more 
natural  resources  than  such  Asian 
nations.  If  natural  resources  were 
the  cause  of  the  wealth  of  nations, 
Brazil  would  be  the  richest  country 
in  the  world,  and  Japan  would  be 
one  of  the  most  miserable. 

System  makes  the  crucial  differ- 
ence. East  Asian  systems  reward 
creativity,  enterprise,  invention  and 
effective  social  organization.  The 
Latin  system  rewards  cozy  favorit- 
ism by  the  state  for  privileged  busi- 
nesses. After  the  socialist  countries 
of  Eastern  Europe,  Latin  America 
has  the  most  state-dominated  econ- 
omies in  the  world. 

Fr.  Sobrino  seems  wholly  inno- 
cent of  Austrian  economics — of 
Hayek,  Mises  and,  indeed,  of  capi- 
talist economics  generally.  He  does 
know  Marx.  "Of  course,"  he  says, 
"liberation  theologians  usually 
know  Marx'  writings,  and  they  see 
in  Marx — I  say  Marx,  not  necessar- 
ily Lenin — useful  tools  to  under- 
stand why  poor  economies  are  in 
bad  shape." 

Marx?  He  does  not  even  help  us  to 
understand  why  socialist  econo- 
mies are  in  bad  shape.  "What  we 
need  is  not  a  civilization  of  capital 


but  a  civilization  of  work,"  Fr.  So- 
brino avers.  This  suggests  acute 
blindness  to  the  single  most  dynam- 
ic form  of  capital:  ideas.  Innovation, 
invention,  enterprise — forms  of  in- 
sight— are  the  cause  of  wealth,  not 
work  and  sweat,  which  alone  often 
result  in  bare  survival. 

Fr.  Sobrino  learned  from  Time,  he 
says,  that  "the  wealthy  people  in 
Latin  America  have  invested  $326 
billion  in  the  U.S.  alone."  That's 
probably  true,  but  Fr.  Sobrino  needs 
to  ask.  Why  do  Latin  goverrmaents 
make  investment  at  home  so  puni- 
tive and  unproductive? 

Then  there  is  Fr.  Sobrino's  most 
bizarre  notion:  "In  order  for  a  small 
percentage  of  the  world's  popula- 
tion— maybe  20% — to  have  more 
than  enough — abundance — as  well 
as  freedom  and  human  rights,  the 
majority  of  humankind  has  to 
starve,  has  to  be  deprived  of  rights, 
of  dignity."  He  seems  to  be  imagin- 
ing that  U.S.  prosperity  comes  from 
exploiting  the  poorer  countries. 
This  is  a  worse-than-Malthusian  vi- 
sion: economics  as  a  zero-sum 
game.  The  wealth  of  the  few  causes 
the  poverty  of  the  many,  it  implies, 
and  that  wealth  is  theft. 

This  vision  totally  misses  the 
originality  of  the  capitalist  insight: 
that  new  wealth  is  created  through 
invention  and  innovation.  It  is  not 
taken  from  others.  And  the  growing 
wealth  of  the  poor  makes  life  better 
for  all. 

East  Asia  disproves  the  maxim 
that  "the  poor  grow  poorer.  ..."  In 
1950  the  East  Asian  countries  were 
desperately  poor,  but  under  capital- 
ism they  are  quickly  becoming  rich. 
And  the  U.S.  did  not  want  them  to 
stay  poor.  As  they  grew  rich,  the 
U.S.  grew  richer,  too,  from  a  gnp  of 
$1.5  trillion  (constant  dollars)  in 
1950  to  $5.5  trillion  today.  Were 
Latin  American  nations  to  become 
as  well  organized  and  successful  as 
East  Asia,  they  too  would  enrich  the 
entire  planet. 

Fr.  Sobrino's  mental  block  is 
clearly  stated:  "Capitalism  rewards 
efficiency  and  selfishness."  Since 
selfishness  (he  says)  is  universal  in 
all  systems,  his  definition  is  re- 
duced to  efficiency.  But  efficiency 
without  innovation  and  creativity 
is  only  well-oiled  stagnation.  To  in- 
vent new  goods  and  new  services  for 
one's  fellow  citizens  may  not  count 
as  pure  altruism,  but  it  isn't  pure 
selfishness,  either.  When  the  cus- 
tomer is  king,  the  self  is  a  useful 
servant.  Is  that  irreligious?  ■ 
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Youve  heard  all  the  talk  about  education 
reform.  Now  where  are  the  results? 

American 
perestroika? 


ENDLESS  eructations 
about  education  in 
the  U.S.  have  appar- 
ently joined  death  and  taxes 
as  inevitabiUties  of  Ameri- 
can Hfe.  Business  involve- 
ment is  the  latest  buzzword. 
But  is  any  of  this  doing 
any  good?  Would  increased 
spending  on  education  im- 
prove the  clearly  deteriorat- 
ing situation?   Forbes  has 


By  Peter  Brimelow 


asked  these  inconvenient  questions 
before  ("Are  we  spending  too  much  on 
education?"  Dec.  29,  1986;  "The  un- 
touchables," Nov.  30,  1987].  At  those 
times,  we  concluded  that  the  U.S. 
education  industry,  basically  govern- 
ment owned  and  run,  is  simply  dis- 
playing the  same  classic  symptoms  of 
socialism  that  can  be  observed  in  the 
Soviet   economy.   These   are,    count 


them:  (1)  politicized  allocation  of  re- 
sources, (2)  proliferating  bureaucratic 
overhead,  (3)  chronic  mismatching  of 
supply  and  demand,  (4)  susceptibility 
to  top-down  panaceas,  usually  requir- 
ing more  input,  and  (5)  qualitative  and 
quantitative  collapse. 

Another  parallel  with  the  Soviet 
economy:  perestroika.  There  has  been 
a  lot  of  talk  about  reforming  educa- 
tion, particularly  since  the  appear- 
ance of  the  National  Commission  on 
Excellence  in  Education's  A  Nation  at 
Risk  report  in  1983.  But  (as  in  the 
U.S.S.R.)  there's  been  little  action  and 
few  results. 

If  increased  spending  on  education 
offered  a  way  out  of  the  problems, 
everyone  would  no  doubt  favor  the 
spending:  There  are  few  items  on  the 
national  agenda  more  important.  But 
the  problems  of  the  U.S.  education 
industry,  like  those  of  the  Soviet 
economy,  are  structural.  In  both 
cases,  the  problems  cannot  be  re- 
solved by  mere  tinkering  reforms — or 
more  spending.  You  don't  fix  a  car 
that  isn't  running  properly  by  pump- 
ing more  gasoline  into  the  tank. 

Below,  we  sketch  the  failure  of  this 
American  perestroika — in  black- 
board-style charts. 


Education  in  the  U.S.  The  much- 
celebrated  quality  crisis.  One  popu- 
lar measure  of  this:  the  continuing 
decline  in  average  scores  on  the  Scho- 
lastic Aptitude  Test,  which  Secretary 
of  Education  Lauro  Cavazos  described 
after  last  year's  results  as  "grim"  and 
"especially  disheartening  at  the  end 
of  a  decade  marked  by  substantial  re- 
form efforts." 

Average  sat  scores  are  not  a  perfect 
measure  of  quality.  For  example,  they 
can  be  distorted  by  the  numbers  of 
students  taking  the  test — more  stu- 
dents generally  means  a  lower  average 
result. 

Significantly,  however,  both  the 
proportion  and  the  absolute  number 
of  students  scoring  above  650  on  ei- 
ther the  verbal  or  mathematical  half 
of  the  SAT  have  also  declined  since  the 
mid-1970s.  In  other  words,  the  educa- 
tion industry  is  just  plain  turning  out 
fewer  top  students.  Some  observers 
think  that  this  reflects  the  industry- 
wide decision  to  focus  on  the  poorest 
students. 

And  remember,  average  sat  scores, 
whatever  their  weaknesses,  do  have 
one  indisputable  virtue:  They  nre  the 
single  best  predictor  of  the  cc.i'cpp 
grades  that  the  test-takers  will  evo 
tually  achieve.  So,  in  production  m-ri 
agement    terms,    the   semiprocesset: 


Expenditures  vs.  SAT  scores 


Public  school  expenditures  per  pupil 
(constant  1988  dollars) 


SAT  scores 
combined  math  and  \erhal 
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material  being  fed  into  the  higher  edu- 
cation hopper  is  deteriorating. 

A  more  sophisticated  measure  of 
education's  quality  trend  is  provided 
by  the  congressionally  mandated  Na- 
tional Assessment  of  Educational  Pro- 
gress. Chester  E.  Finn,  chairman  of 
the  National  Assessment  Governing 
Board,  which  oversees  naep,  says  its 
overall  results  are  "flat."  And  he  says 
absolute  achievement  levels  are  low. 
Only  about  30%  of  American  1 7-year- 
olds  would  be  able  to  read  Forbes. 
•  The  less  discussed  but  more  dra- 
matic pro^iwcf/wfy  crisis.  Spending  per 
pupil  after  adjusting  for  inflation  has 
roughly    quintupled    since    1945-46, 


when  it  stood  at  the  equivalent  in 
1989  terms  of  about  $900.  A  particu- 
larly vigorous  increase  occurred  dur- 
ing the  "reform  efforts"  of  the  1980s. 

Which  means  that  productivity  has 
apparently  fallen  by  80%,  even  as- 
suming output  quality  is  constant. 

"Of  course,  not  all  of  that  decline 
can  be  interpreted  as  falling  produc- 
tivity," says  William  A.  Niskanen, 
chairman  of  the  Washington,  D.C.- 
based  Cato  Institute  and  an  expert  on 
the  economics  of  education.  "Some  of 
it  is  due  to  the  higher  salaries  now 
needed  to  attract  teachers.  But  actual- 
ly teachers'  salaries  haven't  risen  all 
that  much  in  real  terms  over  the  en- 


tire period.  And  anyway  their  salary 
structure  is  hopelessly  perverse.  It  re- 
wards them  for  just  staying  around,  or 
for  things  like  graduate  degrees, 
which  have  no  demonstrable  relation- 
ship to  better  teaching." 

Schools  have  no  doubt  spent  money 
acquiring  expensive  computers  and 
language  laboratories — even  if  these 
frills  don't  seem  to  result  in  much  more 
learning.  But,  putting  the  question  of 
results  aside,  the  astonishing  fact  is 
that  none  of  this  capital  spending  ever 
produces  any  operating  efficiences. 
The  cost  of  educating  students  to  a 
given  standard  is  constantly  rising.  As, 
of  course,  are  education  bills. 


Anything  the  public 
ischools  can  do,  higher 
education  can  do  better. 
And  that  goes  for  produc- 
tivity crises.  When  the  fig- 
ures are  adjusted  for  infla- 
tion, America's  private  and 
public  colleges  and  univer- 
sities finished  the  1980s  in 
a  triumphant  surge  of 
spending.  Despite  com- 
plaints about  budget  cuts, 
spending  rose  24%  and 
32%  respectively  in  public 


and  private  colleges. 

Public  colleges,  although  outpaced 
by  their  private  rivals,  still  spent 
$14,661  per  student  in  1989.  The  dif- 
ference between  this  figure  and  the 
public  colleges'  average  charge  for 
fees,  room  and  board  ($4,733  in  1989, 
versus  $12,635  for  private  colleges) 
reflects  the  subsidy  by  taxpayers. 

Is  there  a  quality  crisis  in  higher 
education?  Experts  say  the  data  are 
too  fragmentary  to  judge.  The  Gradu- 
ate Record  Examination  shows  a 
mixed  picture  of  declines  in  some 


subject  areas  and  improvements  in 
others.  But  the  gre  is  taken  only  by 
those  students  intending  to  do  gradu- 
ate work.  The  number  in  this  category 
has  fluctuated  widely  over  the  years. 
However,  higher  education's  pro- 
ductivity crisis  remains  striking  even 
if  the  quality  of  its  output  is  assumed 
to  be  constant.  Thus,  judged  solely  in 
terms  of  what  the  schools  spent  to 
educate  each  student,  the  productivi- 
ty of  public  and  private  colleges  fell 
between  1959  and  1989  by  46%  and 
52%  respectively. 


Expenditures  per  student,  public  and  private  colleges 
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Considered  as  a  share  of  gross  na- 
tional product,  U.S.  spending  on 
its  schools  is  roughly  in  a  range  with 
other  industrialized  countries.  Some 
particularly  schoolmarmish  societ- 
ies— such  as  Sweden  and  Canada — 
spend  as  much  or  more,  but  West  Ger- 
many, a  key  high-tech  competitor, 
seems  to  get  by  with  sharply  less. 

However,  because  the  U.S.  gnp  is  so 
much  larger  than  that  of  any  other 
industrialized  country,  the  actual  dol- 
lar amount  it  spends  on  its  pupils  is 
about  the  highest  in  the  world.  Signif- 
icantly, the  U.S.  is  spending  much 
more  than  Japan  and  Germany. 


Spending  on  higher  education  in 
the  U.S.  and  the  proportion  of  our 
population  in  institutions  of  higher 
education  is  completely  out  of  line 
with  other  industrial  countries,  with 
the  exception  of  our  Canadian  clone. 
Even  the  Swedes  and  the  Swiss,  who 
on  some  measures  spend  a  compara- 
ble amount  to  the  U.S.  on  their  public 
schools,  flinch  from  financing  their 
college  students  at  this  pace.  It 
doesn't  seem  to  do  them  much  harm. 
American  deviation  in  this  respect 
is  quite  new.  As  late  as  1959-60,  high- 
er education  took  only  1.4%  of  U.S. 
gross  national  product.  The  expansion 
began  in  the  1960s. 

This  raises  an  interesting  paradox. 
Education  is  supposed  to  be  a  necessi- 
ty. According  to  an  economic  princi- 
ple known  as  Engel's  Law,  formulated 
by  the  19th-century  statistician  Ernst 
Engel,  as  income  rises,  the  proportion 
expended  on  necessities  declines.  But 
the  U.S.  spends  a  higher  proportion  on 
higher  education  than  poorer  coun- 
tries, more  than  it  did  when  it  wa.-, 
poorer  itself.  This  suggests  the  possi- 
bility that  higher  education  is  at 
least  in  part  a  luxury  item — and 
raises  the  question  of  the  extent  to 
which  it  should  be  subsidized  by  the 
taxpayers. 


Expenditures,  higher  education 
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Source:  U.S.  Department  of  Education 


Smaller  classes  are  a  popular  pana- 
cea for  educational  failure — partic- 
ularly with  teachers'  unions,  since 
they  create  more  demand  for  their 
members.  In  fact,  however,  the  ratio 
of  pupils  to  teachers  (not  quite  the 
same  thing  as  class  size,  but  presum- 
ably related)  has  been  falling  for  de- 
cades.  It  continued  to  fall  in  the 


1980s.  Back  in  1900  it  was  37. 

Notoriously,  this  decline  was  unac- 
companied by  any  noticeable  im- 
provement in  education.  Indeed,  sur- 
prising as  it  may  seem  to  laymen, 
educational  researchers  have  been  un- 
able to  demonstrate  any  consistent 
relationship  between  class  size  and 
pupil  performance  at  all. 


The  pupil-teacher  ratio  actually  un- 
derstates the  resources  poured  into 
the  public  schools.  The  teachers 
themselves  have  been  upgraded — at 
least  in  theory.  Between  1976  and 
1986,  the  proportion  of  public  school 
teachers  with  graduate  degrees  rose 
from  38%  to  51%.  Median  teaching 
experience  rose  from  8  to  15  years. 


Students  per  staff  member, 

public  elementary 

and  secondary  schools 


Source,  U.S.  Department  of  Education 


TIhe  ratio  of  pupils  to  teachers  has 
been  falling,  but  the  ratio  of  pupils 
to  total  staff  has  been  falling  faster. 
Teachers  now  represent  only  about 
53%  of  the  adults  in  the  school  sys- 
tem; in  1949-50,  they  were  over  70%. 
Secretarial  and  clerical  persoimel  rep- 


resented only  2.4%  of  staff  in  1949-50; 
by  1980,  they  were  5.4%.  (At  this 
point,  Washington  stopped  keeping 
track  of  them  separately.)  Plant  opera- 
tion and  maintenance  staff  did  not 
rise  much  in  proportional  terms — 
they  constituted  about  8%  of  staff  in 


1979,  after  which  they  too  were  no 
longer  listed  separately — but  their  ra- 
tio to  pupils  went  from  l-to-237  in 
1949-50  to  1 -to- 167  when  last  report- 
ed. Apparently,  today's  central  heat- 
ing systems  need  more  stokers  than 
those  old  coal  boilers. 


FORBES,  MAY  14,  1990 


85 


W'  e  would  like  to  say  a  word  for  the 
teachers.  Although  America  is 
spending  more  and  more  money  on  its 
public  schools,  the  teachers  are  not 
necessarily  getting  it.  Teachers'  sala- 
ries as  a  proportion  of  operating  bud- 
gets have  been  declining  for  decades. 
The  trend  continued  throughout  the 
1980s.  This  is  particularly  remarkable 
since  in  that  decade  teachers'  sala- 
ries did  increase  sharply  and  by 
1987-88  were  at  their  highest  levels 
in  30  years. 

Some  of  this  overhead  is  presum- 
ably going  for  librarians,  guidance 
counselors  and  security  guards,  who 
may  be  serving  a  useful  purpose. 
Some  of  it  is  possibly  bureaucratic 
bloat.  In  either  case,  it  has  failed  to 
improve  results. 


On  our  charts,  America's  peres- 
troika  looks  pretty  much  like  the 
Soviet  original:  For  all  the  talk  of  re- 
form, qualitative  and  quantitative 
collapse  and  overhead  proliferation 
are  proceeding  uninterruptedly. 

Examples  of  the  other  socialist 
symptoms  are  equally  evident. 

•  Mismatched  supply  and  demand:  A 
recently  published  Mellon  Founda- 
tion study.  Prospects  for  Faculty  in  the 
Arts  and  Sciences,  projected  "severe" 
shortages  of  academics  in  arts  and  so- 
cial sciences  early  next  century. 
Needless  to  say,  it  called  for  the  feder- 
al government  to  take  a  "leadership 
role" — i.e.,  spend  more. 

•  Top-down  panaceas:  many  of  the 
"reforms"  enacted  by  state  legisla- 
tures during  the  1980s,  such  as  formal 
teacher  testing  and  certification  and 
course  requirements. 

•  Politicized  allocation  of  resources: 
the  current  wave  of  "equity"  reform, 
usually  court-mandated,  whereby 
states  like  Texas  and  Kentucky  are 
required  to  equalize  spending  in  their 
rich  and  poor  school  districts,  even 
though  the  evidence  is  clear  that  there 
is  no  particular  relationship  between 
spending  and  results. 

One  top-down  panacea  that  has  not 
yet  been  tried:  cost  containment.  For 
example,  students  in  British  and  Ca- 
nadian universities  take  only  three 
years  to  complete  a  bachelor's  degree, 
as  opposed  to  four  in  the  U.S.  It's  not 
clear  that  the  higher  education  indus- 
try can  improve  its  output.  Maybe  it 
can  get  by  with  less  input. 

Well — why  not? 

In  their  new  Brookings  Institution 
book.  Politics,  Markets,  and  America 's 
Schools,  John  E.  Chubb  and  Terry  M. 


Moe  marshal  research  to  show  that 
successful  schoolshavefairly  obvious 
characteristics — forinstance,  "teach- 
ing is  subject  to  measurably  less  inter- 
ference" from  administrators.  But 
they  conclude  that  "America's  sys- 
tem of  public  education  inhibits  the 
emergence  of  effective  organizations. 
This  occurs,  most  fundamentally,  be- 
cause its  institutions  of  democratic 
control  function  naturally  to  limit 
and  undermine  school  autonomy." 

Chubb  and  Moe  argue  that  a  public 
school  system  could  be  designed  to 
allow  parents  a  degree  of  choice, 
which  in  turn  would  punish  bad 
schools  and  reward  good  ones. 

A  more  radical  approach:  Conclude 
that  if  socialism  is  the  problem,  capi- 
talism is  the  answer.  Return  Ameri- 
ca's schools  to  private  hands,  which  is 
where  they  were  until  the  last  half  of 
the  1 9th  century. 

Parents  could  be  aided  to  pay  for 
their  children's  education  by  repair- 
ing some  of  the  damage  that  inflation 
has  done  to  the  income  tax  deduction 
allowed  for  each  child  (currently 
$2,000,  it  was  worth  about  $  1 2,000  in 
modern  terms  when  income  tax  was 
introduced  in  1913). 

Or  the  $4,495  that  America  spends 
annually  per  public  school  pupil 
could  be  given  directly  to  parents  as  a 
voucher  to  be  spent  at  the  school  of 
their  choice.  After  all,  Washmgton  is 
in  the  food  stamp  business,  not  the 
supermarket  business. 

The  education  establishment  hates 
vouchers.  It  succeeded  in  blocking 
them  during  the  Reagan  years.  But 
there  are  some  signs  that  public  dis- 
satisfaction v/ith  educational  results 
is  overcoming  the  resistance  of  the 


educators'  lobbies.  The  Wisconsin 
state  legislature  recently  voted  for  an 
experimental  voucher  scheme  for 
low-income  children.  Typically, 
however,  this  happened  only  after  a 
black  legislator,  Polly  Williams,  suc- 
ceeded in  making  it  an  issue  of  "self- 
determination." 

What  does  the  "Education  Presi- 
dent" think  ?  As  this  article  was  going 
to  press,  Forbes  attended  a  session  in 
the  White  House. 

Forbes:  How  can  you  expect  educa- 
tion to  improve  while  it  remains  in 
government  hands? 

President  Bush:  One  way  I'm  trying 
to  improve  it  is  to  give  parents  more 
choice.  The  more  choice  you  have, 
the  more  competitive  education  be- 
comes. I've  seen  choice  be  successful. 
And  incidentally,  choice  isn't  the 
code  byword  of  just  Republicans.  If 
you  look  at  Minnesota,  you'll  see  a 
Democratic  governor  who  I  suppose 
would  be  considered  a  liberal,  and  he 
is  one  of  the  principal  proponents  of 
choice  because  he  feels  that  it's  going 
to  be  effective. 

Forbes:  That's  still  within  the  gov- 
ernment framework.  You're  not  en- 
dorsing vouchers? 

President  Bush:  I  don't  endorse  pri- 
vatizing our  public  education  system. 
But  I  do  endorse  having  as  much  com- 
petition and  as  much  choice  and  ac- 
countability in  it  as  possible.  That's 
the  answer. 

The  President's  reply  sounds  omi- 
nously like  the  efforts  of  European 
social  democrats  to  create  a  "market 
socialism,"  a  "third  way"  combining 
government  ownership  and  some  free 
prices  and  incentives. 

Let's  hope  It  works. 
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THE  TRAVELERS  RANKED  AS  ONE  OF 

AMERICA'S  TOP  INVESTMENT  MANAGERS 

IN  1989.  AND  IN  1988, 1997, 1986... 


As  one  of  America's  leading  institutional  in\^estors,  w^e  have  helped  the  assets  of 
over  5,CXX1  aistomers  grow.  Our  Diversified  Portfolio  Management  program  is  a  strikii^g 
example  of  our  strength  and  expertise  in  this  field,  ranking  in  SEFs*  top  quartile  for  the 
last  5  \'ears. 

Tliis  consistent  sti'ength  and  emphasis  on  perfomiance  underlies  all  our  products 
and  serxices.  We  back  them  with  125  vears  of  experience,  a  commitment  to  customer 
serxice,  and  the  power  of  our  $50  +  billion  in  assets. 

Tliis  makes  Tlie  Travelers  a  wise  choice  for  vour  company's  insurance,  investments 
and  financial  semces.  And  an  imperatix'e  choice  for  your  financial  peace  of  mind. 


"KiLiiuvil  liiiij  uiii\  or>i<'     The  Travelers  Companies.  Hdrt'ord.  Connerlirul  0518.- 


Theliravelersj 

You're  better  off  under  the  Umbrella!" 


c  1089  Ilie  Tr.wi-lcfsCotPOt.itu- 


Lesson  1 :  Drive  safely  and  avoid  collisions  at  all 
costs.  Lesson  2:  If  one  occurs,  a  driver-side  air  bag 
can  save  lives.  Which  is  why  Chrysler  Motors  puts  them  in 
every  car  we  build  in  the  U.S.*  They're  standard  at  no 


extra  cost  on  16  different  models.  From  our  most  expensive 
fo  our  least  expensive.  As  you  can  see,  they're  only  on 
three  of  their  cars  under  $2 1,000.  And  at  that  price, 
Honda  doesn't  offer  them  at  all.  Today's  air  bags  open  in 


%■ 


All  the  Hondas,  Nissans  &  Toyotas  under  $21,000  that  come  with  air  bags. 


I' 


II 


Toyota  Celica 


Toyota  Supra 


Nissan  Pul^ui 


ACRASHGO 
FOR  HONDA.  NIS 


jve 


alf  the  time  it  takes  you  to  blink.  Then  deflate  immedi- 
|;ely  after  an  impact.  We  think  that  the  extra  safety  factor 

air  bag  offers  is  a  real- life  advantage.  Especially  when 
i)u  consider  what  the  cost  could  be  without  one. 


CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEP®  EAGLE 

Advantage:  Chrysler. 


All  the  Chrysler-built  cars  under  $21,000  that  come  with  air  bags. 


Plymouth  Sundance  Coupe 


Dodge  Daytona 


Chrysler  LcBaron  Convert.  Chrysler  New  Worker  Salon 


Dodge  Dynasty 


Dodge  Omni 


Plymouth  Acclaim 


Dodge  Spirit 


Chrysler  Fifth  Avenue 


Dodge  Shadow  Sedan  Plymouth  Sundance  Sedan  Chrysler  LeBaron  Sedan 


Chr)'slcr  LeBaron  Coupe  Dod^c  Shadow  Coupe 


Plymouth  Horizon 


Chrysler  New  Yorker 


ISE  IN  SAFETY 
Xn  AND  TOYiniL 

•Excludes  cars  built  for  Chrysler:  imports,  Plymouth  Laser,  Dodge  Monaco,  Eagle  Talon  and  Premier.  Buckle  up  for  safety 


This  timer  tells  a  dishwasher 
what  to  do  and  when  to  do  It.  Over 
and  over  and  over  again. 

It's  madeto  last.  And  it's 
made-to-order  With  features 
designed  for- and  with -one  of 
our  customers. 

At  Eaton,  that's  how  we 
work-as  part  of  your  team.  Solv- 
ing today's  problems.  Antici- 
pating tomorrow's  needs.  For 
everything  from  automobiles  to 
aircraft,  power  tools  to  trucks. 

We  do  more  than  f    " 

make  parts.  We  manufac- 
ture  solutions.  «^ 


« 


A 


^>!fe. 


NYSE:  ETN 


F:T« 

We  manufacture  solutions. 
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7??^  chief  executives  of  the  50  largest  corpo- 
rations made  $114  million  last  year.  Rela- 
tively speaking,  thafs  not  much. 


Pay  preview 


By  Steve  Kichen 


WITH  SPRING  come  proxy 
statements  and  the  annual 
rite  of  executive  compensa- 
tion surveys.  Whose  bonus  was  the 
biggest?  Whose  stock  options  were 
worth  the  most?  The  executive  pay 


figures  for  all  800  companies  surveyed 
by  Forbes  will  appear  in  our  next  is- 
sue. But  the  figures  are  already  in  for 
the  top  executives  of  the  Forbes  Super 
50,  the  firms  with  the  highest  com- 
posite rankings  from  our  four  Forbes 
500s  lists — sales,  profits,  assets  and 
market  value  (Apr.  30). 


In  total,  these  50  executives  earned 
$114  million  last  year.  That's  salary, 
plus  bonus,  plus  fringes  such  as  insur- 
ance. Is  that  a  lot  of  money?  In  abso- 
lute terms,  yes.  But  relative  to  the  size 
of  the  companies  they  run,  it  is  al- 
most insignificant.  The  group's  aggre- 
gate remuneration  works  out  to  a 
mere  hundredth  of  a  percent  of  the 
companies'  $1.3  trillion  in  revenues, 
and  less  than  two-tenths  of  a  percent 
of  their  $73  billion  in  profits. 

Coca-Cola's  Roberto  Goizueta  is 
the  best-compensated  executive  on 
this  list.  Loews'  Laurence  Tisch  took 
home  the  smallest  paycheck, 
$249,000,  but  he  is  also  the  ceo  of  cbs 
and  as  such  he  received  a  $510,000 
bonus  from  cbs.  Tisch's  Loews  stock 
alone  is  worth  $1  billion. 

Although  they  head  the  biggest 
companies,  many  are  not  the  best- 
paid  executives.  Our  statisticians 
have  informed  us  that  Craig  McCaw, 
of  McCaw  Cellular  Communications, 
made  over  $50  million  exercising  op- 
tions. In  the  coming  issue  we  will 
report  on  whether  McCaw  is,  indeed, 
the  best-paid  chief  executive.  ■ 


What  the 

higgest  corporations  paid  their  bosses 

Company/chief  executive 

Age 

Salary       Total  com- 
+  bonus      pensation 
($thousand) 

Company/chief  executive 

Age 

Salary       Total  com- 
+  bonus      pensation 
(Sthousand) 

Coca-Cola/Roberto  C  Goizueta 

58 

$2,542 

$10,814 

Bell  Atlantic/Raymond  W  Smith 

52 

$1,234 

$1,759 

Wal-Mart  Stores/David  D  Glass 

54 

600' 

6,759' 

Tenneco/James  L  Ketelsen 

59 

1,636 

1,695 

Philip  Morris  Cos/Hamish  Maxwell 

63 

1,877 

6,453 

GTE/James  L  Johnson 

63 

1,411 

1,656 

Federal  Natl  Mortgage/D  O  Maxwell 

60 

1,318 

4,782 

Citicorp/John  S  Reed 

51 

1,484 

1,617 

Texaco/James  W  Kinnear 

62 

1,793 

3,943 

American  Intl  Group/M  R  Greenberg 

65 

1,570 

1,570 

ITT/Rand  V  Araskog 

58 

2,350 

3,932 

US  West/Jack  A  MacAlIister 

62 

1,310 

1,512 

General  Electric/Iohn  F  Welch  Jr 

54 

2,580 

3,566 

PepsiCo/D  Wayne  Calloway 

54 

1,505 

1,510 

American  Express/lames  D  Robinson  in 

54 

-     2,600 

3,537 

JC  Penney/William  R  Howell 

54 

1,089 

1,463 

Hewlett-Packard/Iohn  A  Young 

58 

1,585 

3,161 

Exxon/Lawrence  G  Rawl 

62 

1,385 

1,458 

Westinghouse/John  C  Marous 

64 

1,808 

3,147 

USX/Charles  A  Corry 

58 

1,347 

1,347 

Mobil/ Allen  E  Murray 

61 

1,675 

2,929 

Ameritech/William  L  Weiss 

61 

1,305 

1,336 

EI  du  Pont  de  Nemours/E  S  Woolard  Jr 

56 

1,287 

2,569 

BellSouth/John  L  Clendenin 

56 

1,285 

1,318 

Sears,  Roebuck/Edward  A  Brennan 

56 

1,593 

2,512 

BanlcAmerica/Richard  M  Rosenberg' 

60 

1,250' 

1,292' 

Atlantic  Richfield/Lodwrick  M  Cook 

61 

1,930 

2,352 

Southwestern  Bell/Edward  E  Whitacre  Jr 

48 

1,065' 

1,201' 

Minn  Mining  &  Mfg/ Allen  F  Jacobson 

63 

1,179 

2,299 

Boeing/Frank  A  Shrontz 

58 

910 

1,167 

Dow  Chemical/Frank  P  Popoff 

54 

963 

2,246 

Eastman  Kodak/Colby  H  Chandler 

65 

1,042 

1,151 

Amoco/Richard  M  Morrow 

64 

1,559 

2,204 

Cigna/Wilson  H  Taylor 

46 

1,103 

1,141 

Ford  Motor/Harold  A  Poling 

64 

2,149^ 

2,199' 

Procter  &  Gamble/Edwin  L  Artzt 

60 

976' 

1,131' 

American  Tel  &  Tel/Robert  E  Allen 

55 

1,744 

2,151 

Security  Pacific/Robert  H  Smith 

55 

1,028 

1,039 

Aetna  Life  &  Cas/James  T  Lynn 

63 

1,052 

2,123 

Chevron/Kenneth  T  Derr 

53 

940 

1,034 

General  Motors/Roger  B  Smith 

64 

1,092 

2,109 

Nynex/William  C  Ferguson 

59 

744' 

971' 

Pacific  Telesis/Sam  L  Ginn 

53 

920 

1,957 

Digital  Equipment/Kenneth  H  Olsen 

64 

950 

950 

IBM/John  F  Akers 

55 

713 

1,886 

Southern  Company/Edward  L  Addison 

60 

787 

827 

Xerox/David  T  Keams 

59 

1,333 

1,879 

Pacific  G&E/Richard  A  Clarke 

60 

695 

717 

United  Technologies/Robert  F  Daniell 

56 

1,280 

1,860 

Loews/Laurence  A  Tisch'' 

67 

246 

249 

'Prior  year  data     •'Compensation  is  for  another  executive  office. 

^ill  become 

chief  executive  on  May  24,  1990.    "Co-chief 

executive. 
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Double-whammied  by  a  real  estate  recession  and  problems  with 
his  gambling  casinos,  Donald  Trump  may  be  down  to  his  last 
half-billion  in  net  worth  and  he  has  little  liquidity.  Thafs  not 
comfortable  for  a  guy  with  more  than  $3  billion  in  debt. 

Manhattan's  £eivorite 
guessing  game: 

How  rich  is  Donald? 


ne  impresario  at  tk>e  Apr.  5  grand  opening  of  his  Taj  Mahal 

Wm  it  create  a  new  audience  or  mimply  draw  from  Trun^'e  other  caminom? 


92 


FORBES,  MAY  14,  1990 


By  Richard  L.  Stem 
and  J<>liii  CoiuMdly 


WHAT  IS  Donald  Trump  real- 
ly worth?  His  estranged  wife, 
Ivana,  would  like  to  know.  So 
would  his  creditors,  who  are  many. 
The  public,  fascinated  with  Trump's 
exploits  and  his  bigger-than-life  per- 
sonality, relishes  the  guessing  game. 
This  we  can  say  with  confidence:  His 
net  worth  is  nothing  like  the  $3  bil- 
lion Business  Week  magazine  estimat- 
ed three  years  ago  and  has  dropped 
considerably  from  our  own  1989  esti- 
mate of  $1.7  billion. 

Forbes  has  obtained  nonpublic  doc- 
uments submitted  by  Trump  to  a  gov- 
ernmental body.  In  it,  he  lists  his  as- 
sets and  liabilities  as  of  May  31,  1989. 
The   documents — which   have   been 


Ron  HaMv/Saba 


amended  to  include  s6me  more  recent 
acquisitions — claim  a  net  worth  for 
Donald  Trump,  after  deducting  all 
debts  and  mortgages,  of  $1.5  billion. 

But  we  think  this  figure  is  way  too 
high.  Why?  Even  granting  his  magic 
touch  in  upgrading  properties,  the  fact 
is  that  virtually  all  real  estate  has 
come  down  in  value  the  past  few 
years.  What  is  even  worse  for  vision- 
ary types  like  Trump  who  usually  op- 
erate on  the  come,  the  steady  appreci- 
ation in  prime  properties  seems  to 
have  come  to  a  halt.  He  can  no  longer 
count  on  steady  capital  appreciation 
to  help  offset  the  relentless  drain  of 
interest  costs  which  almost  always 
exceed  the  cash  flow  from  his  proper- 
ties. Beyond  that,  Forbes  thinks  that 
some  of  the  values  Trump  assigned  to 
individual  properties  in  that  1989 
document  were  unrealistically  opti- 
mistic even  then. 

Using  the  list  of  properties  con- 
tained in  that  document  and  updating 
it,  we  come  up  with  properties  that 
we  think  have  a  market  value  of 
slightly  less  than  $3.7  billion  (see  ta- 
ble, p.  96)  and  are  encumbered  by  near- 
ly $3.2  billion  in  debt.  If  our  estimates 
are  substantially  correct — and  we 
think  they  are  generous — Donald 
Trump's  current  net  worth  is  about 
$500  million.  Does  Trump  command 
an  impressive  pile  of  assets?  Yes.  Do 
his  assets  exceed  his  debts  by  a  com- 
fortable margin?  That's  a  different 
question. 

Keep  in  mind  that  all  this  debt  must 
be  serviced.  If  we  move  away  from 
balance  sheets  and  look  at  cash  flow, 
the  picture  gets  blurrier.  Take  out  for 
the  moment  Trump's  three  Atlantic 
City  gambling  casinos,  and  we  esti- 
mate his  properties  carry  about  $1.7 
billion  in  debt,  with  interest  costs  of 
about  $180  million  (see  table,  p.  95). 
These  properties  and  the  net  income 
from  the  Castle  and  Plaza  casinos 
yield,  we  think,  about  $140  million  in 
cash  flow.  That  leaves  Trump  bleed- 
ing at  the  rate  of  at  least  $40  million  a 
year,  $3  million  a  month,  $770,000  a 
week.  Fortunately  for  Trump,  not  all 
of  this  interest  is  being  paid  in  cash; 
some  is  accruing.  Accruing  interest 
may  save  cash,  but  at  the  expense  of 
further  mortgaging  the  future.  Clear- 
ly, Trump  badly  needs  an  additional 
source  of  coin  of  the  realm. 

Trump's  great  hope  is  that  his  new- 
ly opened  Taj  Mahal  hotel  and  casino 
in  Atlantic  City  will  bring  hordes  of 
new  gamblers  to  this  decayed  New 
Jersey  resort,  125  miles  from  Manhat- 
tan. He  will  need  a  win  of  maybe  $1.3 
million  a  day  just  to  cover  his  over- 
head and  service  the  casino's  debts  of 
$760  million;  even  the  equity  Trump 


put  in,  $75  million,  was  borrowed 
from  banks  with  his  management 
contract  as  collateral.  To  achieve  a 
$1.3  million  average  daily  win. 
Trump  will  need  to  do  40%  better 
than  the  top-performing  casino  in  At- 
lantic City  reaped  last  year.  He's  hop- 
ing not  only  to  achieve  that  but  also 
to  earn  hundreds  of  thousands  a  day 
more  to  help  him  meet  obligations 
elsewhere.  It  is  much  too  early  to 
judge  whether  the  Taj  can  realize 
Trump's  high  hopes. 

The  reader  may  ask:  If  his  assets 
exceed  his  liabilities  by  as  much  as 
$500  million,  why  does  the  income 
from  them  fall  so  short  of  covering 
interest  payments? 

To  see  why,  consider  Trump's  own- 
ership of  Manhattan's  Plaza  Hotel 
property,  for  which  he  paid,  according 
to  our  information,  $407  million.  He 
has  since  spent  at  least  $25  million 
renovating  it.  All  this  money  was  bor- 
rowed, and  certainly  at  not  less  than 
10%.  But  we  estimate  the  maximum 
current  cash  flow  from  the  property  as 
not  more  than  $26  million  a  year — a 
cash  return  of  6%  on  his  investment. 

Put  it  this  way:  He  bought  it  with 
10%  money,  but  it  yields  him  a  cash 
return  of  6%.  Real  estate  people  do 
deals  like  this  because  they  count  on 
capital  appreciation  to  more  than  off- 
set any  shortfall  of  cash,  but  capital 
appreciation  can  no  longer  be  taken 
for  granted  in  these  somewhat  defla- 
tionary times.  If  Trump  were  a  cash 
buyer,  he  could  own  the  Plaza  com- 
fortably; as  a  leveraged  buyer,  he  loses 
cash  on  it. 

Trump  began  his  rapid  ascent  to 
fame  and  fortune  in  the  late  1970s,  at 
a  time  of  steadily  increasing  real  es- 
tate values,  and  he  hit  his  full  stride 
when  values  were  still  climbing.  Nev- 
er mind  if  you  paid  top  dollar;  if  it  was 
a  prestige  property,  as  most  of. 
Trump's  were,  you  could  coimt  on 
steady  appreciation.  Did  cash  flow  fail 
to  cover  interest  payments?  Never 
mind,  the  property  was  increasing  in 
value,  and  you  could  also  borrow  out 
some  of  the  appreciation  to  cover  your 
cash  needs.  You  could  even  borrow  on 
the  appreciation  to  make  a  down  pay- 
ment on  the  next  property.  Or  you 
could  find  Japanese  buyers.  But  the 
Japanese  have  become  scarce,  and  the 
steady  appreciation  has  all  but  ceased. 

The  time  has  come  to  visit  Donald 
Trump,  and  ask  him  how  he  justifies 
the  high  numbers  he  claims  for  his 
net  worth. 

Donald  Trump  isn't  the  sort  of  man 
who  stays  on  the  defensive.  As  we 
enter  his  26th-floor  office  in  Manhat- 
tan's Trump  Tower,  he  is  already  on 
the  attack:  "I'm  going  to  show  you 
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The  old  railroad  yards  on  Manhattan's  West  Side 

WUl  the  liberals  and.  the  locals  ever  let  them  be  developed? 


Mark  Grt;enbeq^\  i&ions 


cash  flow  numbers  I've  never  shown 
anyone  before."  He  waves  papers  that 
he  says  show  cash  flow  last  year  of 
$159  million — as  against  the  $140 
million  we  figured.  He  shows  us  more 
numbers  attesting  to  a  wealth  of  cash 
and  negotiable  securities  but  folds  the 
page  so  we  can't  see  the  next  colunm 
over.  Can  we  take  these  with  us?  No. 
Trump,  stalking  around  the  room, 
says  he's  actually  worth  far  more  than 
the  $1.7  billion  Forbes  estimated  last 
year.  How  much?  "Four  or  five  billion 
dollars."  What  about  liabilities?  "I  al- 
ways talk  net,"  says  Trump. 

Let's  take  a  closer  look: 

In  the  table  on  page  96,  Forbes  fig- 
ures Trump's  world-class  hotel,  the 
Plaza  in  midtown  Manhattan,  could 
be  worth  $400  million,  but  only  if  we 
assign  an  extraordinarily  high  multi- 
ple to  its  cash  flow.  Is  any  property  in 
this  market  worth  15  times  cash  flow, 
especially  a  hotel  where  depreciation 
is  a  real  cost?  Ordinary  hotels  these 
days  go  for  under  10  times  cash  flow, 
and  world-class  properties  have  been 
recently  evaluated  at  13  times  cash 
flow.  Trump  bought  the  beautiful  old 
hotel  when  prices  were  close  to  the 
peak  in  the  realty  market  from  Robert 
Bass  and  associates  of  Fort  Worth, 
who  aren't  known  for  giving  things 


away.  Why  did  the  Bass  group  sell  the 
glamorous  hotel?  A  knowledgeable 
source  says  Trump  offered  a  price 
they  just  couldn't  resist. 

But  never  mind,  we'll  assign  $400 
million  to  the  Plaza.  Trump  insists 
the  hotel  has  increased  greatly  in  val- 
ue since  he  took  it  over  two  years  ago. 
He  claims  that  the  Sultan  of  Brunei 
offered  him  $750  million  for  it  in 
April  and  he  turned  the  sultan  down. 
The  sultan  aside,  the  evidence  sug- 
gests that  our  $400  million  figure  is,  if 
anything,  a  too  generous  valuation. 

In  our  April  interview  Trump  told 
Forbes  that  he  could  sell  the  Boston- 
New  York-Washington  Trump  Shut- 
tle for  $550  million,  versus  the  $400 
million  he  has  invested  in  it  so  far. 
Sell  it  for  $550  million  to  whom? 
Forbes  estimates  Trump  paid  a  fair 
price  when  he  bought  it  from  Eastern 
Air  Lines  last  year,  and  the  shuttle 
could  probably  be  sold  for  about  what 
he  paid  for  it  but  not  much  more. 
Guesses  in  the  airline  industry  are 
that  the  Trump  Shuttle  may  be  taking 
in  $180  million  m  annual  revenues. 
But  Trump  borrowed  $400  million  to 
finance  the  deal,  including  $35  mil- 
lion for  refurbishing  aircraft.  Interest 
on  the  debt  can  scarcely  be  less  than 
I0%— $40    million    a    year.    Thus 


Trump  would  need  a  net  return  before 
taxes  of  22%  just  to  meet  his  debt.  A 
15%  or  16%  operating  margin  is  con- 
sidered extremely  good  in  the  busi- 
ness. There's  a  good  chance  that  the 
shuttle  is  yielding  Trump  less  than  it 
is  costing  him  to  carry  it. 

Trump  says  he  gets  about  another 
$157  million  in  cash  each  year  from 
selling  condominiums.  Examining 
Trump's  sworn  net  worth  statements, 
it  appears  he  could  be  valuing  his 
condo  projects  at  around  $230  million 
after  debt.  However,  Forbes  esti- 
mates that  the  current  market  value 
is  probably  under  $100  million;  New 
York  and  Florida  condos  are  not  exact- 
ly a  hot  item  these  days. 

The  biggest  hole  in  Trump's  net 
worth  claims  probably  lies  on  Man- 
hattan's Upper  West  Side.  In  his 
sworn  filing,  Trump  puts  a  value  of 
$650  million  on  the  100  acres  of  now- 
vacant  railroad  yards  he  owns  there. 
He  paid  $110  million  for  the  property 
in  1985  and  has  neither  developed  the 
land  nor  won  approval  for  any  devel- 
opment plan.  Wealthy  Manhattan 
Wcstsidcrs  have  raised  a  war  chest  to 
fight  him.  They  arc  agamst  develop- 
ment. So  the  property  is  an  idle  asset. 
A  year  and  a  half  ago  there  were  talks 
between  Trump  and  developer  Wil- 
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liam  Zeckendorf  Jr.  about 
buying  the  yards.  Zecken- 
dorf, however,  says  he  nev- 
er made  a  bid.  Almost  every 
expert  Forbes  talked  with 
felt  that  the  $650  million 
was  a  fantasy  price.  Its  cur- 
rent fair  market  value  is 
much  closer  to  $200  mil- 
lion than  $650  million. 

hi  his  recent  interview 
with  Forbes,  Trump  said 
that  as  of  last  November  he 
owned  $159  million  in 
stock  in  Alexander's  and 
municipal  bonds — all  un- 
encumbered. But  public 
documents  filed  with  the 
SEC  reveal  that  he  borrowed 
heavily  to  buy  his  stake  in 
Alexander's,  which  cur- 
rently is  worth  $63  million, 
$5  million  less  than  it  cost 
him. 

Two  years  ago  Trump 
sent  Forbes  a  document 
listing  his  personal  resi- 
dences— which  include 
Mar-a-Lago  in  Palm 
Beach — as  worth  $50  mil- 
lion. But  the  sworn  state- 
ments list  total  value  of  res- 
idences at  $30  million, 
with  debt  of  $40  million. 

The  Taj  Mahal  could  be  a 
bonanza  for  Trump — or  yet 
another  big  hole.  Even  before  the 
opening  of  the  Taj,  which  increases 
the  city's  gambling  capacity  by  18%, 
the  seaside  resort  appeared  to  have 
ample  capacity  in  its  1 1  other  casinos, 
2  of  them  owned  by  Trump  himself. 


Ivana  Trump  on  a  happier  day 

She  may  have  to  curb  her  expectations. 


Therefore,  Trump  counts  heavily  on 
the  glitter  of  the  Taj  to  draw  a  new, 
larger  audience. 

The  Taj  opened  Apr.  5  to  good 
crowds — a  promising  but  inconclu- 
sive  sign.   Clearly,   Trump   remains 


nervous  and  is  highly  sensi- 
tive to  any  questioning  of 
the  casino's  prospects. 
Days  before  the  opening, 
Trump  frightened  execu- 
tives of  the  small  Philadel- 
phia-based Janney  Mont- 
gomery Scott  8k  Co.  into  fir- 
ing gambling  analyst 
Marvin  Roffman.  The  ana- 
lyst, who  once  was  a  paid 
expert  witness  for  Trump, 
had  said,  both  in  writing 
and  in  talks  with  reporters, 
that  the  Taj  couldn't  pro- 
duce the  average  daily  win 
of  $1.3  million  that  Roff- 
man estimates  Trump 
needs  to  cover  the  Taj's 
capital  and  operating  costs. 
Yet  Roffman's  numbers 
cannot  be  dismissed  light- 
ly. With  7,000  employees, 
the  Taj  has  a  very  high  over- 
head. On  top  of  that  it  must 
carry  interest  payments  of 
about  $100  million  a  year — 
nearly  $275,000  a  day. 

If  it  is  a  great  success,  the 
Taj   will  almost   certainly 
hurt  the  other  two  Atlantic 
City  casinos  that  are  so  im- 
portant to  Trump's  solven- 
cy. During  the  first  three 
weeks  of  the  Taj's  opera- 
tions,  the  win  at  the  Trump 
Plaza  was  down  12.3%,  and  the  win 
was  down  1.7%  at  the  Trump  Castle. 
Meanwhile,  the  Castle  and  the  Plaza 
are  encumbered  with  debt,  including 
junk   bonds,   of   $683   million.   The 
Trump  Plaza  has  been  a  real  winner 


McNally/Sygma 


Mr.  Micawber,  meet  Mr.  Trump 

Charles  Dickens'  Mr.  Micawber  said  unhappiness 
doesn't  come  from  a  small  income  but  from  a  cash 
flow  deficit.  Donald  Trump  would  understand  how 
Micawber  felt.  Although  he  has  cash  flow  in  nine 

Hgures,  Trump's  outgo  is  probably  greater  than  his 
income.  Here  are  Forbes'  carefully  researched  esti- 
mates, property  by  property,  of  Trump's  interest  costs 
and  his  cash  left  after  debt  service. 

Annual           Cash 
Debt      debt  service*  after  debt* 

Annual 
Debt      debt  service* 
Asset                                                          (Smillions)- 

Cash 
after  debt* 

Plaza  Hotel                                                  432.0              48.0            -22.0 

Personal  residences                                      39.6                4.5 

^.5 

Trump  Castle  Casino                               410.0             43.2              -6.7^ 

Grand  Hyatt  (50%)                                      30.0               3.5 

11.5 

Trump  Shuttle                                          400.0             44.0                0.0 

Trump  Plaza  of  the  Palm  Beaches            30.0                V3 

-2.2 

Trump  Plaza  Casino                                273.0             34.7              24.5^ 

Cash  and  short-term  investments           156.8             15.7 

-2.7 

West  Side  Yards'                                       171.6              17.0            -17.0 

Personal  transportation                               0.0               0.0 

5.0 

Trump  Tower                                           100.0             11.0                1.0 

Trump  Pare  Condominiums                         5.7                0.5 

0.0 

Trump  Regency  Hotel                                85.0               9.3              -9.3 

Trump  Plaza  Coops                                     0.3               0.0 

0.0 

Trump  Palace  Condos                                77.1               8.4              -8.4 

Trump  Air  (helicopters),  misc  land             0.0               0.0 

5.0 

Stockholdings                                            75.0               7.0              -7.0 

Trump  Plaza  land  parcel                             48.5                5.3               -5.3 

Total                                                     2,334.6            255.4 

-38.1 

Note:  Taj  Mahal,  with  no  operating  record,  is  not  included.     'Forbes  estimates. 
^Casino's  net  income  or  loss-,  bond  covenants  limit  cash  withdrawals  to  net  incoi 

'A  minority  owner  may  count  for  20%  of  the  assets  and  debt. 
Tie. 
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Trump  and  the  Taj's  slot  machines 

How  many  tons  of  quarters  and.  dollars  to  service  $800  miiUon-plus  in  debt? 


Rick  MainuiVS>'gnu 


and  last  year  generated  $24  million  in 
net  profits.  That  could  have  gone  a 
long  way  toward  covering  deficits 
elsewhere  in  the  Trump  empire. 

The  Trump  Castle,  also  in  Atlantic 
City,  is  a  less  happy  picture  for 
Trump.  It  slipped  into  the  red  last 
year  to  the  time  of  $7  million.  Part  of 
the  loss  is  attributable  to  the  nearly 
$5  million  that  Trump  charged  to  the 
Castle  for  his  yacht,  the  Trump  Prin- 
cess. But  even  without  the  cost  of  leas- 
ing the  yacht  from  another  Trump 
company,  the  Castle  lost  money. 

Last  year  Trump  had  to  put  $5  mil- 


lion into  the  Castle.  Trump  attributes 
the  Castle's  1989  losses  to  construc- 
tion that  temporarily  kept  players 
away,  but  documents  filed  with  the 
Securities  8k  Exchange  Commission 
wam  that  in  1990  the  Castle  will  con- 
tinue to  require  infusions  of  capital 
for  operating  expenses. 

Trump  is  a  gambler,  a  gambler  with 
a  fantastic  win  record.  Right  now  he's 
gambling  on  hitting  it  very  big  in  At- 
lantic City.  If  the  Taj  proves  to  be  the 
world's  most  successful  gambling  ca- 
sino, he  may  be  able  to  overcome  the 
drag  of  an  eroding  real  estate  market 


and  the  burden  of  billions  in  high-cost 
debt.  He's  probably  counting,  too,  on 
a  stock  market  that  will  allow  him  to 
offer  a  minority  equity  interest  to  the 
public  in  a  triumphant  Taj  and  his 
other  casinos.  He  could  then  use  the 
proceeds  to  restore  liquidity  to  the 
rest  of  his  empire.  But  all  this — a  giant 
win  at  the  Taj  and  a  stock  market 
more  hospitable  to  new  offerings — is 
on  the  come. 

When  Donald  Trump  looks  back 
some  day,  this  artist  of  the  deal  may 
well  remember  1990  as  the  toughest 
year  of  his  life.  ■ 


Assets  and  liabilities 


The  first  column  shows  what  Trump  said  his  proper- 
ties were  worth  last  year  in  a  financial  statement 
filed  with  a  government  agency.  The  second  shows 
Forbes'  guesstimates  of  their  current  market  value. 
The  third  shows  the  debt  outstanding  against  each. 


the  fourth  shows  Trump's  net  worth  in  each. 

In  striking  a  bottom  line  for  Trump's  net  worth, 
we  had  to  deal  with  properties  where  we  think  the 
debt  exceeds  the  current  probable  market  value;  we 
counted  the  shortfalls  as  negative  net  worth. 


Trump's 
estimate 


Asset 


Forbes 

estimate       Debt 
(Smillions) 


Net 
worth 


Tnunp's 
estimate 


Asset 


Forbes 

estimate        Debt 
(Smillions)—— 


Net 
worth 


Taj  Mahal 


834.7        834.7 


834.7 


0.0 


Tnmip  Palace  Condos 


77.1 


77.1 


77.1 


0.0 


West  Side  Yards 


650.0        200.0 


171.6 


28.4 


Trump  Plaza  land  parcel 


70.2 


70.2 


48.5 


21.7 


Tnmip  Plaza  Casino 


637.0        616.0 


273.0        343.0 


Grand  Hyatt  (50%) 


70.0 


70.0 


30.0 


40.0 


Trump  Castle  Casino 


605.0        416.0 


410.0 


6.0 


Tnmip  Regency  Hotel 


63.0 


63.0 


85.0       -22.0 


Plaza  Hotel 


450.0        400.0 


432.0        -32.0 


Trump  Plaza  Coops 


45.0 


25.0 


03 


24.7 


Trump  Shuttle 


400.0        400.0 


400.0 


0.0 


Tnmip  Plaza  of  the  Palm  Beaches   43.0 


30.0 


30.0 


0.0 


Trump  Tower 


200.0        100.0 


100.0 


0.0 


Trump  Air  and  misc  land 


40.5 


35.0 


0.0 


35.0 


Cash  &  short-term  investments     129.8 


129.8 


156.8*      -27.0 


Personal  transportation 


38.9 


31.0 


0.0 


31.0 


Trump  Pare  Condominiums 


111.0 


51.0 


5.7 


45.3 


Personal  residences 


30.0 


300 


39.6 


-9.6 


Marketable  securities 


89.7 


89.7 


75.0 


14.7 


Totals 


4,584  9     3,668  5        3,169.3t       4W  2 


•Represents  Trump's  outstanding  credit  'ines.  tDebt  figure  includes  Taj  Mahal,  omined  from  ca-sh  flow  table  on  page  95 


96 


FORBES,  MAY  14,  1990 


^te  concerned  about 
the  abuse  of  our  prxxticts. 

And  we're  doing 
somethirg  about  It. 


Know  When  To  Say  When 

This  nationwide  consumer  education  and 
awareness  campaign  began  in  1983  and  is 
designed  to  encourage  responsible  con- 
sumption of  beer.  A  series  of  prime  time 
television  commercials  and  other  promo- 
tional materials  reminds  consumers  not  to 
overindulge,  and  provides  suggestions 
to  bartenders  and  hosts  on  responsible  serv- 
Know  When  To  Say  When" 
has  allowed  us  to  apply  our 
marketing  expertise  and 
deliver  a  message  of  personal 
responsibility  to  a  broad 
cross  section  of  the  American 
public. 


Family  Talk  About  Drinking  _ 

This  program  features  a  series  of  informa- 
tive guides  written  in  conjunction  with 
prominent  authorities  on  children,  family 
counseling,  and  alcohol  research. 
The  guides  cover  everything  from  the 
effects  of  peer  pressure  and  recognizing 
teenage  drinking  problems  to  drinking  and 
driving  and  the  community  resources 
available  to  you  and  your  kids.  For  copies, 
just  call  1-800-359-TALK. 


I  :iiiiily  Talk 
About  iVrinkiii^* 


I'm  Driving. 


We  support  the  designated  driver  concept 
through  sponsorship  of  the  "I'm  Driving" 
program.  "I'm  Driving"  is  promoted  with 
counter  cards,  table  tents,  buttons  and  other 
educational  materials.  This  program  is  not  a 
substitute  for  responsible  drinking,  but  it 
offers  a  sensible  option  in  potential  drunk 
driving  situations. 


Pit  Stop 


This  program  was  developed  to  encourage 
responsible  behavior  by  college  students 
during  Spring  Break  and  other  school  vaca- 
tion periods.  In  cooperation  with  local  and 
state  governments,  "Pit  Stop"  personnel 
provide  coffee,  doughnuts  and,  to  those  of 
legal  drinking  age,  a  message  of  personal 
responsibility  and  caution  at  state-owned 
rest  areas  along  major  highways.  "Pit  Stop" 
has  been  so  successful  that  it  has  been 
expanded  to  other  travel  occasions. 


Alert  Cab 

This  program  offers  a  free  or  reduced-priced 
taxi  ride  home  to  customere  in  taverns  or  res- 
taurants who  have  chosen  not  to  drive  after 
drinking.  Alert  Cab  is  no  substitute  for  safe 
and  responsible  drinking,  but  it  can  add  a 
greater  margin  of  safety  for  these  customers 
and  others  in  the 
community 


YourAlcoholI.Q. 


This  program  is  designed  to  educate  con- 
sumers about  alcohol  use  in  an  easy-to- 
understand,  entertaining  format.  A  video 
starring  "LA  Law's"  Michael  Tucker  and  Jill 
Eikenberry  takes  the  viewer  through  the 
truths  and  myths  surrounding  alcohol. 
Anheuser-Busch  has  developed  this  pro- 
gram in  the  belief  that  education  is  the  best 
tool  available  to  encourage  responsible  con- 
sumption and  reduce  abuse.  "Your  Alcohol 
I.Q  "  is  available  as  a  free  rental  at  25,000 
video  outlets  around  the  country 


At  Anheuser-Busch  we,  like  any 
/\  responsible  manufacturer;  are 
/"^  concerned  by  the  abuse  of 
JL  jL  our  products. 

The  vast  majority  of  the  80  mil- 
lion Americans  who  enjoy  beer  do 
so  responsibly  But  those  few  who 
abuse  it  can  have  an  impaa  far 
beyond  their  numbers.  An  impaa 
that  reflects  on  us  as  a  company  on 
our  products  and  employees,  and 
on  the  much  larger  population  of 
responsible  beer  drinkers. 

On  this  page  you'll  find  a  brief 
introduction  to  a  few  of  the  pro- 
grams we've  created,  or  help  spon- 
sor, to  lessen  that  impact. 

The  absolute  solution  to  the 
abuse  of  alcohol  isnft  on  this  page. 
That's  a  challenge  our  society  as  a 
whole  has  before  it.  We  must  all 
continue  to  take  the  problem  seri- 
ously as  parents,  hosts,  friends  and 
citizens. 

As  a  brewer  we  feel  an  added 
responsibility  The  ancient  craft  we 

Eractice  is  designed  to  produce  a 
everage  of  friendship,  refreshment 
and  moderation.  We  brew  beer  to  be 
enjoyed  responsibly 

If  you  have  comments  or  sug- 
gestions, please  let  us  hear  from  you 
And  please  take  a  few  moments  to 
see  ii  you  can  play  a  role  in  any  of 
the  programs  mentioned  here.  We'd 
welcome  your  help. 

We  brewour  beers 
to  be  enjoyed... 
'  responsibly 

S^?iAeu4&i/-^jUcA^.,^nc. 

For  more  information  write:  Anheuser-Busch, 
Inc.  Consumer  Awareness  and  Education,  One 
Busch  Place,  St.  Louis,  MO  63118 

©  1989.  Anheus*r-Busch.  Inc..  Si.  Loui».  Mo 


The  legendary  Alfa  Romeo  6C  1750  Gran  Sport.  Winner  of  the  1929,  1930  and  1931  Mille  Miglia. 


C1990  Alfa  Romeo  Distributors  o(  North  America. 


Coming  soon:  A  legend  for  the  new  age.  The  incredible  front-wheel-drive  Alfa  Romeo  164  high-performance 
luxury  sedan.  With  an  Alfa  Romeo  Assurance  Program  so  comprehensive,  it  even  pays  for  things  like  brake  pads. 

See  your  dealer  for  details.  For  more  information,  call  1-800-245-ALFA. 


Alfa  Romeo.  The  legendary  marque  of  high  performance. 


The  Up  &  Comers 


Entertainers 


By  Lisa  Gnbemick 


Allen  Becker  and  Sidney  Shlenker  got  into 
show  business  with  a  boat  show.  Road  pro- 
ductions of  Broadway  shows,  rock  con- 
certs, motorcycle  races  and  tractor  pulls 
have  followed  naturally. 

The  Becker  and 
Shlenker  show 


of  the  year  that  the  Houston  Astros 
weren't  playing  baseball  in  the  dome. 
The  Becker- Shlenker  team  booked  ev- 
erything from  demolition  derbies  to 
bullfights  to  gospel  shows.  "We  fig- 
vired  we'd  try  anything  that  ran  inside 
or  outside,"  says  Becker,  who  contin- 
ued to  sell  insurance  during  Pace's 
early  years. 

By  the  early  1970s  Pace  Entertain- 
ment was  pulling  in  roughly  $5  mil- 
lion a  year,  more  than  enough  for 
Becker  to  quit  the  insurance  business 
and  go  into  booking  Pace  promotions 
full  time.  As  word  of  Pace's  success  at 
the  Astrodome  spread,  demand  grew 
for  the  pair's  ability  to  fill  enclosed 
arenas.  They  handled  the  opening  fes- 
tivities for  the  New  Orleans  Super- 
dome  in  1975,  a  20-day  extravaganza 
featuring,  among  others,  circus  per- 
formances, athletic  competitions, 
rock  concerts  and  Bob  Hope.  Booking 
music  concerts  throughout  the  South- 
east and  Southwest  was  a  natural  out- 
growth of  the  firm's  business. 

hi  1968  Shlenker  left  Pace  for  a  full- 
time  management  job  in  the  Houston 
Astrodome  organization;  he  has,  how- 
ever, retained  his  45%  ownership  po- 
sition in  Pace  and  his  close  associa- 
tion with  Becker.  He  has  since  invest- 
ed in  radio  and  television  stations  and 
the  Denver  Nuggets  basketball  team, 
which  he  sold  last  summer  for  $65 
million.  These  days  Shlenker  is 
spending  most  of  his  time  on  a 
scheme  to  build  Pyramid  Arena  and 
Mud  Island,  a  $56  million  amusement 
complex  in  Memphis,  Tenn. 

Rurming  Pace  on  his  own,  Becker 
fell  more  or  less  accidentally  into  pro- 
ducing Broadway  road  shows.  In  1979 
Pace  had  spent  $750,000  refurbishing 


As  THEATER  AND  music  impresa- 
rios, neither  Allen  Becker  nor 
b  Sidney  Shlenker  is  a  house- 
hold name.  Yet  last  year  alone  their 
Pace  Entertainment  Group  put  on  10 
road  productions  of  Broadway  shows 
and  300  rock  'n'  roll  concerts — as  well 
as  90  motorcycle  races,  tractor  pulls 
and  other  motorized  events.  Privately 
held  Pace  Entertaiimient,  which  is 
55%  owned  by  Becker,  with  the  bal- 
ance held  by  friend  and  former  partner 
Shlenker,  will  earn  roughly  $6  mil- 
lion pretax  on  revenues  of  arovmd 
$133  million  for  the  fiscal  year  ending 
in  Jime. 

Becker,  58,  stumbled  into  show 
business.  The  son  of  a  Houston  chil- 
dren's shoe  store  owner,  Becker  went 
to  the  University  of  Texas,  joined  the 
service,  and  then  did  some  graduate 
work  in  business  at  Southern  Meth- 
odist University.  He  began  selling  life 
insurance,  he  says,  "because  I  didn't 
have  anything  else  to  do." 

In  1966  Becker  was  36.  The  Hous- 
ton Astrodome  had  just  opened.  His 
friend  Sidney  Shlenker  was  working 
for  a  local  bank  and  was  trying  to 
persuade  a  client  to  sponsor  a  boat 
show  in  the  Astrodome.  Shlenker  en- 
Usted  Becker's  support  in  the  pitch. 
Without  plarming  it,  the  two  young 
men  had  become  (boat)  show  produc- 
ers. The  boat  show  came  off,  and 
Shlenker  and  Becker  made  around 
$9,000  each  on  the  venture. 

The  Astrodome's  builder,  Judge 
Roy  Hofheinz,  was  impressed.  He 
asked  Becker  and  Shlenker  to  come  up 
with  more  commercial  events  to  fill 
the  huge  space  during  the  six  months 


Pace  Chief  Kxecutive  Allen  Becker 
A  bitainessman^  not  an  artist. 

a  1,000-seat  theater  in  downtown 
Houston.  Becker  says  he  had  original- 
ly intended  to  use  the  theater  as  a 
venue  for  the  rock  concerts  Pace  was 
booking,  but  the  producer  of  The  Best 
Little  Whorehouse  in  Texas  persuaded 
him  to  use  the  space  for  staging  the 
play  instead.  The  musical  played  very 
profitably  for  over  a  year.  Becker  was 
onto  a  new  business,  and  one  that  was 
far  less  competitive  than  promoting 
rock  concerts.  "We  figured  we  spotted 
an  opportunity,"  Becker  recalls. 

In  1981  Becker  brought  in  Miles 
Wilkin,  a  protege  of  flamboyant  theat- 
rical producer  Zev  Bufman,  to  exploit 
that  opportunity.  Wilkin  quickly  dis- 
covered that  there  weren't  enough 
successful  Broadway  shows  in  pro- 
duction to  meet  demand  for  good 
shows  around  the  country.  So  he  be- 
gan producing  his  own.  Not  risky, 
first-run  productions,  mind  you.  Wil- 
kin specialized  in  revivals  of  well- 
worn  shows,  using  name-brand  talent 
whenever  possible. 

His  first  efforts  included  Fiddler  on 
the  Roof,  with  Hcrschcl  Bcmardi,  The 
King  and  /,  with  Yul  Brynncr,  and  llel 
lo  Dolly,  with  Carol  Channing.  Later 
he  added  such  successful  revivals  as 
Barry  and  Fran  Weissler's  productions 
of  Gypsy,  with  Tyne  Daly,  Cat  on  a  Hot 


FORBES,  MAY  14,  1990 


Janice  Rubin 


Tin  Roof,  with  Kathleen  Turner,  and 
Fiddler  on  the  Roof,  with  Topol. 

Like  the  innovative  fellows  behind 
Broadway's  Jujamcyn  Theaters 
(Forbes,  J^r.  16),  Wilkin  discovered 
that  the  key  to  way-off-Broadway  suc- 
cess lay  in  aggressive  marketing.  So 
when  Pace  produced  South  Pacific  in 
1987,  the  producers  created  a  sweep- 
stakes with  a  first  prize  of  an  exotic 
vacation.  To  sell  seats  at  Joseph's 
Amazing  Technicolor  Dream  Coat 
(1984),  the  prize  was  a  fur  coat  from  a 
local  department  store. 

"They  are  businessmen,  not  ar- 
tists," says  Leonard  Soloway,  a  gener- 
al manager  of  theatrical  productions 
who  has  handled  such  shows  as  Je- 
rome Robbins'  Broadway  and  Neil  Si- 
mon's Rumors.  Lest  anyone  miss  the 
point,  Soloway  quickly  adds:  "I'm  not 
sure  that  is  such  a  bad  thing." 

To  eliminate  still  more  risk  from 
the  business,  Wilkin  began  pushing 
subscription  series.  These  help  create 
continuing  local  support  for  Pace  pro- 
ductions and  build  for  each  show  an 
economic  safety  net.  He  soon  found 
that  local  financial  institutions — in- 
cluding North  Carolina  National 
Bank,  Fifth  Third  Bank  in  Columbus 
and  Cincinnati,  and  Indiana  National 
Bank — made  ideal  corporate  sponsors 


and  were  willing  to  pay  for  the  pres- 
tige of  being  linked  with  his  brand- 
name  productions.  As  part  of  the 
sponsorship  deal,  Pace  gained  access 
to  the  sponsors'  mailing  lists,  provid- 
ing a  superb  source  of  potential  sub- 
scribers. Pace  now  stages  Broadway 
road  productions  in  26  cities  around 
the  country.  The  firm's  total  subscrib- 
er base  comes  to  237,000. 

"They  are  the  road,"  says  Soloway. 
"You  caimot  do  a  tour  without 
them." 

As  Pace's  revivals  business  was 
growing,  its  concert  business  was  de- 
clining, not  only  because  of  tough, 
well-capitalized  promoters  like  Mi- 
chael Cohl's  BCL  Entertainment  in 
Toronto,  but  also  because  of  the  in- 
creasing financial  demands  from  per- 
formers. As  Becker  tells  it,  margins  on 
Pace's  music  promotions  shrank  from 
20%  of  box  office  to  virtually  nil. 

Rather  than  quit  the  music  busi- 
ness, Becker  set  his  sights  on  the  more 
dependable  concessions  business — 
peanuts,  popcorn  and  parking.  Becker 
began  a  program  of  serious  capital  in- 
vestment in  plant  and  equipment,  in 
the  form  of  amphitheaters.  Because 
amphitheaters  cost  about  one-tenth 
as  much  to  construct  as  indoor  stadi- 
ums, they  are  rapidly  becoming  the 
venue  of  choice  for  communities  and 
music  promoters  nationwide.  In  1986, 


in  a  joint  deal  with  mca.  Pace  opened 
its  first  amphitheater,  in  Dallas.  This 
year  Pace  will  pull  in  $20  million 
from  its  six  amphitheaters. 

Like  most  energetic  U.S.  business 
people,  Becker  is  thinking  globally. 
Last  month  Pace  announced  a  joint 
deal  with  CBs/Sony  to  build  six  am- 
phitheaters in  the  U.S.,  as  well  as  to 
explore  opportunities  in  Europe. 
Becker  is  working  with  the  huge  Japa- 
nese trading  company  C.  Itoh  to  take 
Fiddler  on  the  Roof  on  a  tour  of  Japan 
this  fall.  If  that  succeeds.  Pace  and  C. 
Itoh  will  likely  establish  a  Broadway 
show  subscription  series  in  Japan. 

"Europe  and  Asia  are  just  waiting  to 
be  exploited,"  says  Becker.  Will 
Frenchmen  and  Japanese  pay  to  see  a 
tractor  pull?  "We've  done  tractor 
pulls  in  the  Tokyo  Dome  for  three 
years,"  says  Becker.  "The  infatuation 
with  horsepower  is  international." 

Asked  where  the  money  to  finance 
his  growing  ambitions  will  come 
from,  Becker  replies  that  he  is  consid- 
ering taking  Pace  Entertaimnent  pub- 
lic. Indeed,  in  what  is  probably  the 
prelude  to  raising  public  equity,  Ar- 
thur Andersen  has  audited  Pace's 
books  for  the  past  two  years.  If  Pace's 
initial  public  offering  plays  as  well  as 
its  Broadway  revivals,  Allen  Becker 
and  Sidney  Shlenker  could  become 
very  rich  men.  ■ 

David  Spielman 


Pace  founder  Sidney  Shlenker 

ffthe  compatuf  goes  public,  he  and.  Becker  could  be  very  weatthy  men. 
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AMBAC  founded  the  municipal  bond  insurance  industry.  Nearly  twenty  years  and 
over  twelve  thousand  issues  ago. 
/^\l    jl^  In  that  time,  we've  amassed  the  highest  capital  base  in  the  industry;  more  than 

V*^  \J  l\  $732  million.  About  $140  million  more  than  our  closest  competitor. 
^^^\k  A  k  A  tTK  ACf<  IT         ^°*  surprisingly,  this  kind  of  financial  strength, 
^^Vi^l  ▼  If  Til   IfV  iC- 1^1     combined  with  our  consistency  of  performance,  has 

earned  us  Moody's  Aaa  rating  and  a  rating 
of  AAA  from  Standard  «&  Poor's.  And  this 
■nr"  IJj    A    k   I    combination  has  enabled  us  to  back  the  bonds  that  build  the  schools, 
I   I    l#\l  ^    roads,  hospitals  and  vital  elements  ofthe  infrastructure  all  across  America. 
^\  /r  O  Simply  stated,  AMBAC  is  strongly  committed  to  the  municipal 

L   T    L.l\«  bondinsuranceindustry— an  industry  that  includes  the  issuers  and 
the  individuals  and  institutions  who  buy  municipal  bonds. 

In  fact,  there's  only  one  thing  stronger  than  our  commitment  to  the  industry. 
And  that's  our  commitment  to  America. 


IS  STRONGER 


ffil 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 

One  State  Sti-eet  Plaza,  New  York,  NY  10004 

(212)668-0340 
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Opportunities 


It  took  a  couple  of  Brits — one  a  psychia- 
trist, the  other  an  engineer — to  build  the 
U.S. '  biggest  firm  in  the  booming  business, 
of  at-home  health  care. 

A  business  even 
the  patients  like 


By  Ellen  Paris 


A  GAP  CONSIDERABLY  widci  than 
the  Atlantic  Ocean  separates 
b  London's  tough  East  End  from 
the  running  of  a  big  U.S.  health  care 
company,  but  Michael  Sinclair  has 
bridged  that  gap.  Sinclair  and  his  part- 
ner, another  Englishman  named  An- 
thony Reeves,  have  built  Lifetime 
Corp.  into  the  country's  largest  home 
health  care  company.  In  the  process 
they  have  built  themselves  a  tidy  pa- 
per fortune  while  helping  to  slow  run- 
away health  care  costs. 


Based  in  Boston,  Lifetime  special- 
izes in  getting  patient  care  out  of  hos- 
pitals and  into  the  patients'  homes. 
"We  do  everything,"  says  Reeves, 
Lifetime's  chief  executive,  "from 
changing  beds  and  dressings,  to  giving 
baths  and  administering  medications, 
to  chemo  and  infusion  therapy." 

Heavily  indebted  and  growing  rap- 
idly by  acquisition,  the  company 
doesn't  report  much  in  the  way  of 
profits.  But  cash  flow,  at  $20  million, 
is  healthy;  revenues  have  exploded, 
from  less  than  $30  million  when  Sin- 
clair and  Reeves  took  over  in  1986,  to 


Lifetime's  Anthony  Reei'es  and  Uirry  Stuesser,  Kyle  Beauregard  a: id  bis  nurse 
Hoping  specialty  services  will  bolster  anemic  returns. 


$478  million  last  year.  Recently  trad- 
ing on  the  New  York  Stock  Exchange 
at  24  a  share,  Lifetime  was  valued  at 
$194  million.  Sinclair,  Reeves  and 
some  other  insiders  own  over  one- 
third  of  the  equity. 

The  son  of  two  East  End  London 
hairdressers,  Sinclair  graduated  from 
Harrow  and  went  on  to  earn  a  science 
degree  and  also  a  medical  degree  from 
London  University.  From  there,  he 
spent  two  years  practicing  psychiatry. 
But  Sinclair  was  more  interested  in 
bottom-line  expansion  than  in 
headshrinking.  In  the  Seventies  and 
early  Eighties  he  developed  and  man- 
aged several  nursing  homes  and  pri- 
vate hospitals  in  both  the  U.K.  and 
the  Middle  East.  He  had  worked  with 
Reeves,  an  engineer  by  training,  for 
several  years  on  various  projects,  and 
they  teamed  up  in  1984  when  Sin- 
clair's Hospital  Capital  Corp.  bought 
a  medical  personnel  agency  Reeves 
had  founded. 

Sinclair's  eye  was  already  focused 
on  the  U.S.,  where  he  saw  a  growing 
elderly  population  that  was  more  in- 
dependent and  more  active — and  far 
more  affluent — than  previous  genera- 
tions. These  old  folks  wanted  neither 
to  wither  away  in  nursing  homes  nor 
to  become  burdens  to  their  children. 
But  they  often  needed  full-  or  part- 
time  nursing  care. 

Sinclair,  now  47,  and  Reeves,  49, 
moved  in  to  supply  the  care.  In  1986, 
with  the  help  of  a  Saudi  Arabian  phy- 
sician. Dr.  Rida  Khalifa,  they  acquired 
control  of  Superior  Care,  a  publicly 
traded  home  care  provider  based  in 
h.ci(.r,..u  Great  Neck,  N.Y.  They  then 
changed  the  company's  name 
to  Lifetime. 

The  heart  of  Lifetime,  ac- 
counting for  90%  of  revenues, 
IS  its  Kimberly  Quality  Care 
division.  Kimberly  now  dis- 
patches 64,000  "caregivers," 
as  Lifetime  calls  them,  to 
homes  in  42  states. 

In  effect,  Kimberly  is  a  tem- 
porary employment  agency, 
spccializmg  in  at-home 
nurses,  speech  pathologists, 
physical  and  occupational 
therapists,  home  health  aids, 
homemakcrs  and  companions. 
Of  Kimberly's  64,000  temps, 
about  20%  work  full-time,  40- 
hour  weeks.  The  rest  are  part- 
timers,  working  shifts  that 
they  select. 

Obviously,  this  health  care 
army  is  the  key  to  Lifetime's 
success.  Physicians  as  well  as 
patients  are  more  comfortable 
working  with  companies  that 
have  low  personnel  turnover. 


int 
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To  attract  and  keep  its  temps,  Kim- 
berly  keeps  its  schedules  as  flexible  as 
possible.  In  the  Boston  area  Kimberly 
pays  its  registered  nurses  around  60% 
of  the  $38  hourly  bill  rate,  or  $22.80 
per  hour  during  the  week,  close  to  top 
dollar  in  the  industry  for  the  area.  At 
the  other  end  of  the  scale,  a  compan- 
ion for  an  older  person  is  billed  at 
$14.50  an  hour  and  gets  to  keep  about 
55%  of  that.  Kimberly  handles  all  So- 
cial Security  and  other  paperwork  for 
its  temps. 

With  370  offices  around  the  coun- 
try, Kimberly  can  easily  accommo- 
date workers  who  want  to  relocate. 
To  further  bond  its  workers  to  the 
company,  Kimberly  recently  intro- 
duced a  plan  that  allows  employees  to 
buy  Lifetime  stock  at  10%  below  mar- 
ket price. 

In  health  care  even  more  than  most 
businesses,  it's  easier  to  generate  bills 
than  to  collect  them  from  increasing- 
ly vigilant  insurers.  "The  amount  of 
paperwork  for  every  home  health  care 
bill  is  enormous,"  says  Reeves.  "If 
you  don't  get  it  right,  you  don't  get 
paid,  so  data  processing  is  extremely 
important." 

Lifetime  spent  $1.2  million  this 
past  year  completely  upgrading  the 
computer  system  that  handles  all  of 
its  billings  and  reimbursements.  One 
result  of  this  automation:  Central  of- 
fice costs  have  decreased  as  a  percent- 
age of  revenue  from  2.1%  to  1.3% 
over  the  last  two  years. 

One  needn't  be  a  psychiatrist  to 
know  that  people  in  businesses  re- 
spond best  to  personal  incentives.  A 
typical  Kimberly  branch  manager 
makes  between  $35,000  and  $45,000  a 
year  in  salary,  and  he  or  she  can  aug- 
ment that  salary  with  a  bonus  of 
$10,000  to  $15,000,  based  upon  pohc- 
ing  Lifetime's  receivables. 

When  an  account  is  more  than  120 
days  past  due,  it  is  deducted  from  the 
branch's  profitability;  the  branch 
manager  does  not  receive  any  bonus 
on  that  money  until  it  is  collected.  It 
is  no  accident  that  Kimberly's  average 
accounts  receivable  days  are  70,  com- 
pared with  the  industry  average  of  90. 

Branch  'managers  earn  additional 
bonuses  fbr  getting  such  higher-mar- 
gin specialty  businesses  as  pediatric 
care,  rehabilitation  and  infusion  ther- 
apy. Sinclair  and  Reeves  hope  more  of 
these  services  will  strengthen  Life- 
time's return  on  sales  (less  than  3% 
last  year)  and  equity  (9%). 

Kimberly's  president,  Larry 
Stuesser,  says  the  secret  to  collecting 
money  from  insurance  companies  and 
Medicare  is  to  strictly  follow  the 
rules.  Generally,  Lifetime  attempts  to 
"pre-verify"     each     case.     Explains 
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Stuesser:  "We've  developed  key  ques- 
tions to  ask  when  we  call  an  insur- 
ance company.  Many  policies  are 
pretty  vague  about  home  care.  We 
ask,  'Is  that  (home  care]  specifically 
covered  under  your  policy,  and  in 
what  paragraph?' "  Stuesser  adds: 
"Medicare  gives  you  a  big  book,  and  if 
you  read  the  rules  and  follow  them 
and  do  the  paperwork  up  front,  you 
will  get  paid." 

Over  a  quarter  of  Kimberly's  reve- 
nues are  paid  by  Medicare,  whose  pay- 
ments barely  cover  the  company's 
costs.  But  Kimberly  accepts  the  Medi- 
care business  because  in  many  cases  it 
leads  to  more  private  business  from 
doctors  and  hospitals  that  refer  their 
Medicare  patients.  It's  also  a  good  way 
for  Lifetime  to  show  the  insurance 
companies  that  it  can  run  a  tight  ship. 
"Building  relationships  with  insur- 
ance companies  and  hmos  [health 
maintenance  organizations]  is  a  high 
priority  for  Kimberly  right  now,  so 
when  they  have  a  case  in  a  city  that 

In  health  care  even  more 
than  most  buaiMiesses,  Ws 
easier  to  generate  bills 
than  to  collect  themfrom 
vigilant  insurers,  **The 
amount  of  paperwork  , .  ,is 
enormoMis,**  says  Reeves, 
"If  you  don*t  get  it  rights  you 
don*t  get  paid,  so  data 
processing  is  extremely 
i^^^ortant." 

we're  in,  we  have  a  good  shot  at  get- 
ting it,"  says  Stuesser. 

Chances  are  that  the  insurance 
companies  will  be  happy  to  pay  for 
•more  and  more  at-home  health  care 
services — if  not  Lifetime's,  then  those 
of  some  other  providers.  The  reason  is 
simple.  There's  a  huge  amount  of 
money  to  be  saved. 

As  an  example,  eight-month-old 
Kyle  Beauregard  of  Haverhill,  Mass., 
bom  three  months  premature,  weighs 
just  over  12  pounds  these  days  and 
still  needs  round-the-clock  profes- 
sional nursing  care  to  monitor  his 
feeding  and  breathing.  This  is  provid- 
ea  by  Kimberly.  Faith  Ober,  who  man- 
ages Kyle's  case  for  the  Travelers,  esti- 
mates that  although  this  home  care 
costs  $1,000  a  day,  that's  half  what 
the  cost  would  be  were  Kyle  to  be 
confined  to  a  hospital.  In  short,  says 
Ober,  the  Travelers  had  saved  some 
$27,000  by  the  time  Kyle  had  been 
home  a  month. 

Not  to  mention  the  fact  that  Kyle — 
like  most  people,  young,  old  or  in 
between — would  rather  be  at  home 
than  in  a  crowded  hospital  ward.  ■ 
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1991  Chevrolet  Caprice  Classic.  Luxury  fleets  can  afford. 
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IS  WINNINGr 


TODAY'S  FLEET  COMPANY  IS  CHEVROLET 


It  is  longer,  wider  and  roomier  than  the  Caprice  it  replaces,  and  a  generation  more 
aerodynamically  efficient.  Helping  make  it  the  most  spacious  Caprice  ever  built.  As 
well  as  the  quietest. 

It  has  V8  power  and  the  exceptional  ride  qualities  of  rear  drive  and 

separate  body-on-frame  construction.  Coupled  with 

the  technical  sophistication  of  standard  Bosch  ABS 
-^*R?v        4-wheel  anti-lock  brake  system  and  driver 's-side 
^  Supplemental  Inflatable  Restraint  System  (air 

- —  bag).  Available  luxuries  include  leather  seat- 

^  ing  areas  and  electronic  keyless  entry.  Clearly 

J  the  time  had  come  for  a  new  Caprice.  And 

u  when  you  see  its  affordable  price,  you'll  see  it 

'^  could  only  have  come  from  Chevrolet. 

Call  Chevrolet  Fleet  Sales,  1-800-248-2897.  No  one 
has  a  car  like  our  new  1991  Caprice.  Absolutely  no  one. 


The  Up  &  Comers 


On  the  Margin 


Chicago's  Quill  Corp.  was  one  of  the  first  to 
discount  office  supplies.  Its  margins  waxed 
fat,  and  the  company  lost  its  way.  Competi-^ 
tion  has  put  it  back  on  track. 

The  battle  of  the 
paper  clips 


businesses  from  his  father's  live 
chicken  store  on  the  city's  north  side. 
Customers  had  to  shout  their  phone 
orders  over  the  sounds  of  squawking 
birds  and  the  thump  of  the  knife. 

Why,  Miller  wondered,  shouldn't 
he  buy  paper,  pencils  and  paper  clips 
in  large  quantities  from  the  manufac- 
turers, and  sell  the  goods  at  a  discount 


By  John  Harris 


Fl  OR  THOSE  who  sometimes  find 
it  hard  to  explain  the  benefits  of 
economic  competition,  here  is  a 
tidy  example: 

In  1956  Chicago's  Jack  Miller,  a  for- 
mer door-to-door  salesman  of  brief- 
cases, was  selling  office  supplies  to 


< 


by  catalog?  So  in  the  early  1960s 
Miller  glued  together  his  first  mailer 
with  pictures  cut  from  wholesale 
books,  chopped  list  prices  by  15%  and 
offered  free  delivery.  The  strategy 
worked.  Customers  who  used  to  buy 
Scotch  tape  one  roll  at  a  time  for  $1 .62 
each  ordered  12  when  the  price  fell  to 
$1.32  in  Miller's  catalog.  Miller's 
brothers,  former  poultry  butchers 
Harvey  and  Arnold,  joined  Miller's 
newly  and  aptly  named  Quill  Corp. 

Today,  Quill — still  privately  owned 
by  the  Miller  clan — is  the  nation's 
largest  mail-order  office  supply  com- 
pany, with  sales  last  year  of  $271  mil- 
lion and  profits  estimated  at  $15  mil- 
lion. It  distributes  60  million  catalogs 
a  year  to  more  than  850,000  custom- 
ers nationwide  and  offers  7,500  differ- 
ent items,  from  private-label  comput- 
ers to  ten-for-a-penny  paper  clips.  For 
much  of  the  1980s,  Quill's  sales  grew 
at  25%  a  year,  and  gross  margins  rou- 
tinely hit  40%,  extraordinarily  good 
for  a  discount  retailer. 

"It  doesn't  take  a  genius  to  do  these 
things,"  says  Miller,  "just  hard  work 
and  sticking  with  the  basics." 

But  the  essence  of  a  competitive 
system  is  that  one  businessman's 
high  margin  is  another  businessman's 
incentive  to  attack  that  margin.  In  the 
mid-1980s,  a  new  breed  of  deep-dis- 
count office  supply  warehouse  arose. 


Michael  L  AbramMXi 


Th  ■  \iiiiL'i  ( iari:  Hari'ey  (left),  Jack  and  Arnold 

"We  were  the  original  discount  operator,  but  we  didn't  pursue  it.  Now  we  have  to  regain  the  edge. 
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The  largest  of  them  is  Office  Depot 
Inc.,  a  $315  million  (1989  revenues), 
Boca  Raton,  Fla.-based  outfit  with  80 
stores  in  15  states.  Other  sizable 
chains  include  Staples,  BizMart  and 
the  Office  Club. 

Like  Miller  in  the  Sixties,  the  new- 
comers priced  aggressively.  For  exam- 
ple, at  OfficeMax  in  Cleveland  one 
recent  week,  Copymaster  copy  paper 
was  being  sold  for  $20.88  a  case.  At 
the  same  time,  Quill  was  offering  its 
own  brand  of  copy  paper,  on  special, 
for  $37.90  per  case.  Another  example: 
Office  Square,  a  K  mart-owned  ware- 
house in  the  Chicago  suburb  of  Pala- 
tine, sold  Pendaf lex  brand  hanging  file 
folders  at  $8.79  for  a  box  of  25—46% 
off  list  and  14%  below  Quill. 

"In  some  markets,  they've  ground 
our  growth  to  a  halt,"  concedes 
Miller. 

The  essence  of  a  competitive  sys- 
tem is  also  that  a  businessman  imder 
attack  can  fight  back.  Miller  is  fight- 
ing back,  on  several  fronts.  He  is 
working  hard  to  train  pleasant  tele- 
phone operators,  who  are  any  catalog 
operation's  sales  force.  He  has  stepped 
up  his  targeted  mailings  to  new  cus- 
tomers. He  promises  delivery  in  three 
to  five  days.  That's  not  necessarily  the 
disadvantage  it  seems:  Many  compa- 
nies figure  it's  better  to  take  delivery  a 
few  days  later  than  to  send  employees 
to  an  office  warehouse. 

But,  most  important.  Miller  has 
gone  back  to  his  roots  by  slashing 
prices  across  the  board.  "We  were  the 
original  discount  operator,  but  our 
problem  was  we  didn't  pursue  it,"  he 
says.  "Now  we  have  to  regain  the 
edge." 

In  February  Miller  lowered  prices 
by  an  average  of  18%,  reducing  gross 
margins  on  average  by  almost  10 
points,  to  about  30%,  and  net  profit  to 
almost  zero.  Liquid  Paper  correction 
fluid  now  costs  74  cents  per  bottle  at 
Quill,  15  cents  less  than  at  Office- 
Max. A  Swingline  747  stapler  costs 
$9.49  at  OfficeMax;  the  same  at  Quill 
now  costs  just  $8.99. 

Miller  brings  some  powerful  advan- 
tages to  the  battle.  For  one  thing. 
Quill  still-buys  in  huge  quantities  and 
thus  often  pays  less  than  smaller  com- 
petitors. And  Miller  is  cutting  costs  in 
his  operation  by  combining  depart- 
ments, reducing  his  work  force  and 
further  automating  his  inventory 
management. 

Miller,  now  61,  says  he  relishes  the 
fight.  "I  can  look  at  this  and  say  1 
don't  have  to  make  a  profit  for  a  year 
or  two,"  he  says,  smiling.  "My  God,  1 
love  war." 

And  consumers  love  the  price  re- 
ductions that  economic  wars  bring.  ■ 
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Receive  10  weeks  of 

Value  Line 
for  $60 

This  trial  subscription  is  open  to  you  if  no  member  of  your  household  has 
subscribed  to  Value  Line  in  the  past  two  years.  We  make  this  special  offer  because 
we've  found  that  a  hirfi  percentage  of  new  subscribers  who  try  Value  Line  stay  with  us 
on  a  long-term  basis.  The  increased  circulation  enables  us  to  keep  our  subscription  fees 
to  long-term  subscribers  lower  than  would  otherwise  be  possible. 

You'll  receive  all  the  new  full-page  reports  to  be 
issued  in  the  next  10  weeks  on  the  more  than  1700  stocks 
and  92  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

In  the  Selection  &  Opinion  section,  which  ac- 
companies your  weekly  reports,  you'll  also  get  analyses  and 
forecasts  of  the  national  economy  and  the  stock 
market... guidance  on  current  investment  policy  explaining 
Value  Line's  bullish  long-term  position  on  the  seciu-ities 
market... plus  Value  Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory 
oflFer-and  receive  as  bonuses  without  extra  charge,  the 
2000-page  Investors  Reference  Service  and  the  "A  Sub- 
scriber's Guide  "  booklet,  which  explains  how  even  inexpe- 
rienced investors  can  apply  thousands  of  hours  of  profes- 
sional research  to  their  own  portfolios  by  focusing  on  only 
two  vmeguivocal  ratings,  one  for  Timeliness™  (Perform- 
ance in  tne  next  12  months),  the  other  for  Safety™. 
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with  your  Value  line  trial  subscription  as  a  bonus,  "A 
Tested  Way  To  Win  At  Stocks  Year  After  Year  After 
Year"  (sold  separately  for  $19.95).  Limited  Time  Offer, 
while  supplies  last. 

Send  check  or  money  order  along  with  name,  address  and 
zip  code  together  with  this  ad  or  Credit  Card  Orders: 

"Performance  Not  Promises"^" 
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S  CALL  TOLL-FREE  1-800-633-2252 

(Ext,  2655-Dept.  916A14)  For  Credit  Card  Orders  Only. 
American  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days  a  week. 


Money-Back  Guarantee 

You  take  no  risk  accepting  this  special  offer.  If  you  are  not  completely  satisfied  with  The  Value  Line 
Investment  Survey,  just  return  the  materials  you  have  received  within  30-days  for  a  fiill  refund  of 
your  fee.  Your  subscription  to  Value  Line  may  be  tax-deductible.  Consult  your  tax  advisor. 
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Nature  exposes  aircraft  to             In   service,  a   plane   can   be  capable    of    withstanding    such  filters  out  ultraviolet  rays^ 

extreme  conditions.  On  the  bombarded  by  ultraviolet  rays  treatment.  is  also  immune  to  any  chan^ 

ground  in  Las  Vegas,  for  example,  and  just  within  hours,  be  riding            And  it  can...  thanks  to  the  temperature  and  to  sunlight 

the  temperature  can  rise  to  115"  F.  out  a  snow  storm,  a  cloud  burst,  polyurethane  paint  developed  by  The   finish   doesn't  diM 
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Numbers  Game 


Talk  about  bad  loans:  The  federal  govern- 
ment makes  most  banks  look  like  pikers. 
The  S&L  bailout  is  only  part  of  the  sad  story. 


Phony 
bookkeeping 


By  Dana  Wechsler 


IF  you're  mad  as  hell  about  the 
hundreds  of  billions  of  dollars  of 
taxpayers'  money  that  will  be 
needed  to  make  good  on  Uncle  Sam's 
S&.L  guarantees,  here's  one  thing  you 
should  do.  Suggest  to  your 
congressional  representatives 
that  they  enroll  in  a  crash 
course  in  Accounting  101. 

Richard  Darman,  head  of 
the  Office  of  Management  & 
Budget,  Comptroller  General 
Charles  Bowsher,  the  Con- 
gressional Budget  Office  and 
a  few  sensible  congressmen 
have  already  grasped  this  ele- 
mentary accounting.  They 
are  part  of  a  growing  move- 
ment to  fix  the  way  the  feder- 
al government  hands  out  lav- 
ish credit  guarantees  and 
then  fails  to  reserve  for  the 
probable  costs. 

Last  fall  it  was  revealed 
that  the  Federal  Housing  Ad- 
ministration, which  guaran- 
tees mortgages  for  single- 
family  homes,  lost  $4.2  bil- 
lion in  1988.  That  left  the  fha 
with  an  equity  deficit  of  $2.9  billion 
and  in  need  of  an  infusion  of  at  least 
$5  billion  of  taxpayers'  money  within 
the  next  several  years. 

As  of  last  fall,  half  of  the  $25.5 
billion  farm  loan  portfolio  of  the 
Farmers  Home  Administration, 
which  lends  for  housing  and  business- 
es in  the  farm  belt,  was  delinquent. 
On  many  loans  no  payments  had  been 
made  for  six  or  eight  years. 

If  you  personally  cosign  someone 


else's  loan,  you  are  certainly  aware 
that  if  he  or  she  defaults  you  are  lia- 
ble. It's  no  different  with  Uncle  Sam. 
But  when  Uncle  Sam  guarantees  oth- 
er people's  credit — sSlls,  homeown- 
ers, farmers — it  makes  no  provision 
for  possible  defaults.  Unlike  private 


corporations,  most  government  agen- 
cies are  not  required  to  undergo  annu- 
al audits.  Thus  they  can  carry  worth- 
less loans  at  full  value  for  decades. 

"For  years  the  only  ones  in  the  gov- 
ernment who  wrote  off  bad  loans  were 
the  IRS,"  says  Jeffrey  Steinhoff,  the 
General  Accounting  Office's  director 
of  financial  management  systems. 
The  Treasury  Department  still  has 
some  $30  billion  of  World  War  I  loans 
on  its  books  at  face  value.  Armenia  is 


down  for  a  $12  million  loan  which,  as 
of  1980,  when  figures  were  last  pub- 
lished, had  accrued  $36.5  million  of 
interest.  Payments  so  far:  $32. 

Last  year,  at  the  Export-Import 
Bank,  govenmaent  auditors  fovmd 
loans  made  to  Cuba  in  the  1950s  on 
the  books  at  face  value.  After  they 
issued  an  adverse  opinion,  the  bank 
set  up  a  $4.2  billion  reserve  for  losses, 
recognizing  that  over  a  third  of  its 
portfolio  is  probably  uncollectible. 

No  commercial  bank  would  have 
been  allowed  to  carry  bad  loans  for  so 
long  without  writing  them  down. 
There  are  billions  more  in  bad  loans 
on  government  books.  As  several  of 
the  largest  loan  programs  have  sub- 
mitted to  voluntary  audits  recently, 
the  results  have  been  startling.  Comp- 
troller General  Bowsher  estimates 
that  losses  from  uncollectible  loans 
will  amount  to  $100  billion  to  $150 
billion  overall.  Government  agencies 
have  sold  debt  against  these  loans,  so 
taxpayers  will  have  to  replace  the  van- 
ished collateral  with  cash. 
That's  on  top  of  the  s&a.  losses. 
There  is  nothing  wrong  with  a  gov- 
ernment's using  its  credit  standing  to 
bolster  worthwhile  causes,  like  help- 
ing people  own  homes  and  keeping 
farmers  afloat.  What  is  wrong  is  a 
Greg  Couch  fallurc  to  put  a  price  on  these 
guarantees  when  drawing  up 
a  budget. 

Here's  how  this  happens. 
The  U.S.  federal  budget  mea- 
sures only  cash  transac- 
tions— how  many  dollar  bills 
the  government  pays  out  and 
how  many  it  receives  in  a  giv- 
en year.  Okay,  let's  say  Uncle 
Sam  guarantees  some  mort- 
gages made  by  a  commercial 
bank.  Since  no  cash  outlay 
takes  place  initially,  the  bud- 
get deficit  doesn't  increase  by 
a  cent,  even  though  everyone 
concerned  knows  there  will 
be  credit  losses  that  Uncle 
Sam  will  have  to  make  good. 
In  his  famous  introduction 
to  the  Bush  Administration's 
1991  budget,  Richard  Dar-' 
man  calls  loan  guarantees  the 
budget's  invisible  Pacmen. 
You  can't  see  them  now,  but  sooner  or 
later  they  will  gobble  up  your  money. 
As  pressure  has  mounted  over  the 
budget  deficit,  loan  guarantees  have 
become  increasingly  popular  in  Wash- 
ington as  a  way  of  giving  government 
handouts  without  having  to  vote  new 
taxes  or  make  the  budget  deficit  look 
worse.  Aggregate  guarantees  out- 
standing— to  farmers,  students,  busi- 
nesses, homebuyers,  exporters,  ship- 
builders— have  grown  from  $125  bil- 


112 


FORBES,  MAY  14,  1990 


lion  in  1970  to  $588  billion  today.  The 
Office  of  Management  &.  Budget  pre- 
dicts that  by  1995,  they  will  grow  by 
another  43%,  to  $838  billion. 

That's  just  indirect  loans,  where 
someone  else  makes  the  loan  and  the 
feds  guarantee  it.  What  about  direct 
loans,  such  as  those  made  directly  to 
farmers  and  foreign  countries?  These 
do  go  in  the  budget  as  outlays,  but  the 
number  is  offset  by  repayments  of 
loans  from  past  years.  Thus,  if  an 
agency  makes  $10  billion  of  loans  and 
has  $9  billion  of  repayments  coming 
in,  the  budget  reflects  a  cost  of  only  $1 
billion.  Direct  loans  are  now  less  pop- 
ular than  loan  guarantees,  but  still 
stand  at  $207  biUion,  up  from  $51 
billion  20  years  ago. 

Finally,  there  are  loans  made  by 
"government-sponsored  enterprises," 
such  as  the  Student  Loan  Marketing 
Association  (Sallie  Mae).  These  are 
private  corporations  set  up  by  the  gov- 
ernment, which  implicitly  guarantees 
the  securities  they  issue.  But  the  loan 
guarantees  never  show  up  on  the  fed- 
eral budget — until,  that  is,  the  govern- 
ment must  pay  up.  In  aggregate,  gov- 
ernment-sponsored enterprises  have 
$763  billion  of  loans  outstanding,  up 
from  $24  billion  in  1970. 

Marvin  Phaup,  a  Congressional 
Budget  Office  analyst,  illustrates  the 
way  this  budget  distortion  worked  in 
a  typical  fiscal  year,  1983.  That  year 
Congress  issued  new  direct  loans  of 
$44  billion  and  loan  guarantees  of  $78 
billion.  Phaup  estimates  that  these 
credits  eventually  would  cost  taxpay- 
ers well  over  $20  billion,  but  only  a 
bit  under  $5  billion  was  counted  as  a 
cost  in  the  year  the  loans  were  made. 

To  be  sure,  lending  programs  are 
spelled  out  every  year  by  the  Admin- 
striation  in  a  separate  "credit  bud- 
get." But  it  is  toothless,  and  only  bud- 
get junkies  bother  to  read  it. 

By  the  end  of  1989  the  total  contin- 
gent liabilities  of  the  government's 
loan,  guarantee  and  insurance  pro- 
grams— including  the  Federal  Deposit 
Insurance  Corp. — amounted  to  nearly 
$6  trillion — more  than  twice  the  na- 
tional debt.  The  reserves  for  losses  on 
that  $6  trillion  are  minuscule. 

Proposals  are  now  before  Congress 
for  putting  the  true  future  cost  in  the 
budget  at  the  time  loans  are  made.  In 
1987  the  Senate  passed  such  a  bill,  but 
it  was  derailed  by  the  House  Appro- 
priations Committee.  "This  issue 
doesn't  win  votes,"  opines  Barry  Bos- 
worth,  an  economist  at  Brookings  In- 
stitution. "What's  more  perfect  for  a 
politician  than  to  be  able  to  promise 
something  whose  cost  won't  come 
due  until  the  future?"  Like  guarantee- 
ing S&.L  loans,  for  example.  ■ 
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THE  DUAL  STRATEGY  OF  FIDELITY 
HIGH  YIELD  TAX-FREE  PORTFOLIO 


High  Yields. 
No  Taxes. 

Fidelity  believes  that  a  municipal  investment  designed  to  help  you  earn  high  cur- 
rent yields  should  also  help  you  keep  more  of  what  you  earn-which  is  precisely  the 
strategy'  behind  Fidelity  High  Yield  Tax-Free  Portfolio. 

High  Current  Yields.  First,  the  Portfolio  is  designed  to  earn  high  yields 
by  investing  primarily  in  medium-quality,  long-term  municipal  bonds.  Yield,  share 
price  and  return  will  vary  with  market  conditions. 

Tax-Free  Incoiue.  Second,  the  income  from  this  Portfolio  is  federally  tax-free 
So  you  could  keep  more  of  what  you  earn  than  from  a  similar  taxable  investment. 

Call  24  Hours  for  a  Free  Fact  Kit! 

/  


1-800-544-8888  24  hours 


Fidelity  High  Yield  Tax-Free  Portfolio.  For  more  complete  information 

including  man^ement  fees  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before 
vou  invest  or  send  money.  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box 
660603,  Dallas,  TX  75266-0603^  (hiy) 


Fideliiy 


Hir 


investments  ® 

CODE:  FORB/HIY/051490 


Invest  in  futures. 
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When  you  invest  in  America's 
independent  colleges  and  universities, 
look  what  you  get  in  return. 

These  independent  institutions 
produce  over  50%  of  the  nation's 
corporate  leaders,  yet  they  enroll  a  mere 
21%  of  the  total  student  population. 

They  are  also  responsible  for  more 
than  half  the  recent  breakthroughs  in 
astronomy,  chemistry,  mathematics 
and  earth  science. 


Call  us  for  information  on  supporting 
independent  higher  education  through 
scholarships,  targeted  giving  programs,  or 
unrestricted  grants. 

No  investment  more  directly  benefits 
your  company's  future.  Or  yields  a 
higher  return. 

Foundation  for  Independent 
Higher  Education,  Five  Landmark 
uare.  Suite  330,  Stamford,  CT 
901-2502.  Phone  (203)  353-1544. 


Foundation  for  Independent  Higher  Education 

Serving  600  private  colleges  in  the  public  interest. 
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"Progress 

is  the  realization 

of  Utopias." 


Oscar  Wiide 


Making  dreams  come  true  is  both  a  poetic 
and  an  accurate  definition  of  progress. 
Consider   man's  ancient  dream   of   "auto- 
motion,"  fulfilled  at  last  by  the  automobile 
a  century  ago. 

And    mankind's    dreams    have    also   gone 
farther  refusing  to  remain  earthbound.  They 
have  enabled  him  to  soar  like  a  bird,  to 
explore  distant  planets. 
And  today,   science  continues  to  uncover 


Daimler-  Benz  AG.  P.  0.  Box  8002  30.  D-7000  Stuttgart  80,  Federal  Republic  of  Germany 


, 


^j-^-^y^temerTsfi 


new  mysteries  and  realize  ever  bolder 
dreams,  both  on  earth  and  beyond.  Through 
the  merged  resources  of  our  Mercedes-Benz, 
AEG,  and  Deutsche  Aerospace  corporate 
units,  functioning  within  the  newly  formed 
Daimler-Benz  Group,  we  are  gaining  a  whole 
new  spectrum  of  opportunities  for  progress. 
We  will  continue  to  build  the  best  auto- 
mobiles in  the  world,  and  constantly 
improve  their  safety  and  environmental 
compatibility.  Utilizing  shared  knowledge 
and  experience  from  all  the  Daimler-Benz 
corporate  units,  we  will  create  new  concepts 
in  aviation,  aerospace  and  the  communi- 
cations sciences. 

With  our  new  business  structure  and  ap- 
proach", we  will  turn  dreams  into  growth 
opportunities. 


DaimlerBenz 
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Marketing 


Edited  by  Joshua  Levine 


Luxury  products  are  booming  all  over  the 
industrialized  world.  But  even  luxury  no 
longer  sells  itself.  Thafs  why  Scotland's 
leading  maker  of  cashmere  sweaters  has 
finally  become  m.arketing-minded. 

$1 ,600  sweaters, 
anyone? 


By  John  Marcom  Jr. 


WHEN  Nick  Faldo  won  his 
second  Masters  title  last 
month  in  Georgia,  the  British 
golf  pro  wore  shirts  bearing  the  em- 
blem of  Pringle,  a  venerable  knitting 
mill  in  the  town  of  Hawick,  Scotland. 
The  ensuing  flurry  of  media  coverage 
generated  invaluable  free  advertising 
for  Pringle  products  around  the  world. 

Hooking  up  with  the 
right  sports  star,  of 
course,  has  worked 
miracles  for  modem 
names  like  Nike  and 
Adidas.  Pringle,  more 
than  175  years  old, 
isn't  used  to  keeping 
such  company.  Like 
the  rest  of  the  Scottish 
knitwear  industry,  for 
generations  it  worried 
little  about  the  nu- 
ances of  marketing;  it 
did  what  it  did,  and 
customers  all  over  the  world  appreci- 
ated its  quality  and  dependability. 
The  payoff  has  been  pretty  good:  Prin- 
gle and  related  brands  generated  fiscal 
1989  sales  of  nearly  $250  million, 
mostly  to  foreigners. 

But  in  the  last  few  years  Pringle  and 
its  parent,  Edinburgh-based  Dawson 
International  Pic,  have  looked  for 
ways  to  broaden  their  markets.  Daw- 
son is  in  the  midst  of  a  careful  update 
of  Pringle  and  some  of  the  other  long- 
established  brand  names  it  owns: 
McGeorge,  Barrie,  Glemnac,  Braemar 
and  Ballantyne. 


Signing  up  Faldo  is  part  of  a  "reposi- 
tioning" of  Pringle,  long  known  for 
traditionally  styled  woolen  sweaters. 
It  wants  to  be  thought  of  as  a  broadly 
based  line  of  sportswear,  appealing  to 
consumers  who  might  need  a  polo 
shirt  even  if  they  don't  want  a  sweat- 
er. That  helps  make  Pringle  a  year- 
round  line  for  retailers.  In  short,  Daw- 
son is  looking  for  "line  extensions" 
for  its  famous  but  underutilized 
brands. 

Dawson  wants,  as 
well,  to  boost  demand 
for  cashmere — it  is  the 
world's  leading  suppli- 
er. Ballantyne,  now 
designated  the  group's 
top-of-the-line  name, 
recently  opened  its 
first  boutique,  on  Lon- 
don's expensive  New 
Bond  Street,  steps  away 
from  such  tony  neigh- 
bors as  Louis  Vuitton, 
Valentino  and  Polo.  It 
offers  a  complete  line  of  lavishly  ex- 
pensive cashmere  knitwear,  such  as  a 
$1,600  men's  cardigan. 

For  years  Dawson  (1989  revenues, 
about  $575  million)  has  been  respect- 
ed as  Britain's  most  profitable  major 
textile  firm.  Joseph  Dawson,  one  of  a 
generation  of  innovative  Victorian  in- 
dustrialists, perfected  a  technique  for 
processing  cashmere.  His  method, 
still  a  carefully  guarded  secret,  has 
scarcely  been  improved  upon  since. 

Over  the  years,  Dawson  merged 
with  or  acquired  its  best  customers, 
building  the  knitwear  equivalent  of  a 


vertically  integrated  oil  company. 
Dawson's  Yorkshire  mill  ships  pro- 
cessed cashmere  to  Scotland,  where 
its  Todd  &.  Duncan  unit  spins  yams 
for  use  in  the  mills  of  Pringle,  Ballan- 
tyne and  the  other  companies. 

Cashmere,  made  fashionable  in  the 
1920s  by  designers  like  Chanel,  is  the 
most  exotic  and  expensive  of  fibers 
and  is  produced  in  relatively  tiny 
quantities.  Dawson  has  long  been  the 
world's  largest  single  purchaser  of  the 
material,  buying  masses  of  soft  hair 
combed  by  nomadic  tribesmen  each 
spring  from  the  underbellies  of  cash- 
mere goats  in  Inner  Mongolia.  Daw- 
son reckons  it  takes  the  hair  of  three 
goats  to  make  just  one  single-ply 
sweater. 

But  a  couple  of  years  ago  the  compa- 
ny was  shocked  out  of  the  complacen- 
cy bred  by  long  years  of  success.  The 
British  pound's  strength  raised  sweat- 
er export  prices  and  cut  sales  to  tour- 
ists visiting  Britain.  The  weather 
turned  mild  in  key  markets.  At  about 
the  same  time,  fashion  shifted  away 
from    bulky    knitwear    to    trimmer, 
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Phocographs  by  John  Cole/lmpacI 


Inside  the  Ballantyne  sweater  mill  at  Innerleithen,  south  of  Edinburgh 

The  labor  involved,  is  considerable,  despite  new  industry  electronics. 


smarter  tailored  clothes. 

Then  China  nearly  ruined  the  cash- 
mere trade.  Prior  to  China's  economic 
liberalization,  a  government  organiza- 
tion was  sole  buyer  of  the  material, 
and  sold  to  customers  like  Dawson  at 
stable  prices.  Suddenly,  a  host  of  mid- 
dlemen were  freed  to  scramble  for  the 
business,  at  whatever  price  they  could 
extract  from  the  West.  (A  similar 
thing  happened  to  the  silk  trade;  see 
Forbes,  Mar  19]  The  price  of  cash- 
mere doubled — pushing  retail  prices 
up  at  least.50% — and  quality  deterio- 
rated alarmingly.  Says  Ronald  Miller, 
Dawson's  chief  executive  and  a  regu- 
lar visitor  to  China:  "They  were  giv- 
ing us  rotten  material  and  asking 
more  for  it." 

Miller  says  Dawson  has  had  to  take 
care  to  maintain  the  quality  of  its 
products.  And  it  has  had  to  raise 
prices.  Today  a  typical  men's  cash- 
mere pullover  retails  for  around  $400. 
With  these  prices,  volume  fell  about 
30%  last  year. 

Business  has  since  stabihzed,  but  at 
the  lower  level.  "People  have  now  got 


used  to  these  higher  prices,"  Miller 
says.  "Volumes  in  the  autumn  of  1990 
will  probably  be  at  the  same  level  as 
T989."  But  to  get  sales  back  to  the 
previous  level  and  get  them  growing 
again,  Dawson  knows  it  needs  both 
line  extensions  and  better  promotion. 

In  this  connection,  Dawson  is  try- 
ing to  make  the  most  of  cashmere  as  a 
status  symbol.  Ballantyne  says  that, 
like  many  wines,  its  sweaters  im- 
prove with  age,  growing  softer  in  re- 
peated washings. 

Landor  Associates,  a  design  firm, 
has  overhauled  the  Ballantyne  image, 
replacing  the  old-fashioned,  cursive 
script  of  the  Fifties-era  labels  and 
packaging  with  smarter,  crisper  de- 
signs. The  new  London  shop,  fitted 
out  with  antiques  and  soft  woods,  fea- 
tures more  fashionable  shapes  that 
drape  and  flatter  the  figure.  Ballan- 
tyne has  enlisted  new  designers,  in- 
cluding Oscar  de  la  Renta — a  favorite 
of  such  American  matrons  as  Nancy 
Reagan — and  Alistair  Blair,  one  of  the 
Britishers  who  keep  the  Princess  of 
Wales  looking  so  smart. 


Inspecting  a  sweater  pattern 

Taking  pride  in  intricate  designs. 
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Dawson 's  Ronald  Miller 
"Cashmere  has  to  be  perfect." 

More  retail  outlets  will  follow  in 
major  cities  as  Ballantyne  finds  suit- 
able space;  Dawson  has  formed  a  joint 
venture  in  Japan,  hoping  to  emulate 
the  success  there  of  such  Westerners 
as  Brooks  Brothers.  With  prices  so 
high,  the  boutiques  are  now  critical 
showcases;  few  independent  retailers 
dare  to  carry  a  very  extensive  range  of 
colors  and  styles  at  current  prices. 

Some  things  will  never  change:  The 
labor  involved  in  a  Ballantyne  sweater 
is  considerable,  despite  the  advance  of 
electronics  into  the  textile  industry. 
Its  historic  mill,  in  Irmorleithen  in  the 
scenic  Border  country  south  of  Edin- 
burgh, is  to  an  ordinary  garment  fac- 
tory what  Rolls-Royce's  plant  is  to  a 
Detroit  production  line — a  cross  be- 
tween 1990  and  1890.  Teams  of  sharp- 
eyed  women  inspect  each  stitch  and 
seam  again  and  again.  The  company 
prides  itself  on  elaborate  intarsia  de- 
signs that  no  machine  can  duplicate. 
"If  we're  selling  something  made  of 
cashmere,  it  has  to  be  perfect,"  Miller 
says.  But  even  perfection  requires 
smart  marketing  these  days.  ■ 
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Presenting  Americas 
Fastest  Growing  European  Airline. 


American  Airlines  is  spread- 
ing its  wings  all  across  Europe  with 
service  to  eight  countries  and  11 
European  cities.  And  with  over  100 
flights  every  week,  American  truly 
is  America's  fastest  growing  Euro- 
pean airline.* 

No  matter  where  you're  leav- 
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ITA 


ing  from,  we  make  your  EurojK'an 
trip  easier  with  four  convenient 
r.S.  i^aiewaN'S. 

\merican  already  serves  more 
lAiK )pean  cities  nonstop  from 
Dalias/Tort  Worth  and  Chicago 
than  any  other  airline.  And  we  can 
[provide  convenient  service  to 
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Maps  not  to  scale. 


Europe  from  New  York  and  Raleigh/Durham. 
So  now  American  gives  you  more  choices 
than  ever  before. 

And  not  only  are  we  growing  faster,  our 
commitment  to  inflight  service  has  never 
been  stronger.  In  fact,  our  inflight  menu  and 
wine  selection  were  ranked  number  one  in 
the  world  by  Business  Traveller  magazine. 


All  this,  plus  our  on-time  record,  has 
helped  make  American  Airlines  the  largest  air- 
line in  the  free  world.  And  the  fastest  growing 
American  airline  to  Europe. 

*Glasg()w,  Stotland,  service  begins  in  May.  Schedules  subject  to  change. 

AmericanAirlines 

Something  ^cial  to  Europe. 
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Who  needs  another  designer  water?  Evian, 
the  French  drinking  water  in  the  clear 
plastic  bottle,  has  found  itself  afresh  niche 
in  the  American  market. 


Perched  between 
Perrier  and 


Marketing 


tap 


By  Seth  Lnbove 


WHO  DRINKS  plain  old  tap  wa- 
ter anymore?  In  an  affluent 
society  like  ours,  most  people 
prefer  soft  drinks;  the  average  Ameri- 
can consumed  50.5  gallons  of  soda  in 
1988  alone.  But  some  of  the  trendier 
folks  have  moved  to  drinking  the  un- 
flavored  stuff  that  comes  in  fancy  bot- 
tles and  often  bears  a  foreign  label,  the 
so-called  designer  water.  Perrier,  long 
the  leader,  has  gotten  itself  a  black 
eye,  but  Evian  Waters  of  France  has 
foimd  a  small  but  growing  niche  for 
its  noncarbonated  spring  wa- 
ter from  the  French  Alps. 
Where  Perrier  and  its  com- 
petitors like  San  Pellegrino 
predominate  in  fancy  restau- 
rants, Evian  has  moved  into  a 
different  market:  Folks  who 
want  to  be  different  carry  it 
in  their  gym  bags  and  even  in 
their  pockets  to  sip  during  a 
workout  or  at  their  offices. 

Evian  has  been  sold  in  the 
U.S.  since  the  turn  of  the 
century,  but  sales  didn't 
amount  to  much  until  the 
success  of  Perrier  in  the  late 
1970s  proved  that  Americans 
could  be  persuaded  to  part 
with  a  few  dollars  for  some- 
thing that  was  wet  and  for- 
eign sounding.  Bottled  water 
is  now  a  $2-billion-a-year 
business  and  growing.  How- 
ever, it  is  a  tremendously 
fragmented  business.  Perrier, 
the  leader  before  its  fall,  had 
only  about  6%  of  the  market. 

Neither  Pepsi  nor  Coke  is 
about  to  be  ousted  by  Evian, 
but  its  sales  did  double  last 
year,  to  nearly  $65  million, 
according  to  industry  consul- 
tant    Beverage     Marketing 


Corp.  David  S.  Daniel,  the  head  of 
Evian's  U.S.  unit,  figures  to  pass  the 
$100  million  mark  this  year. 

Apparently  Evian  is  cashing  in  on 
the  American  passion  for  "pure" 
things  to  put  into  their  bodies.  You 
know,  stuff  flowing  naturally  from 
the  ground,  no  additives,  etc.  "Keep 
your  body  at  its  peak,"  ordered  one 
television  ad  that  was  packed  with 
gorgeous,  hunky,  sweating  athletic 
types  of  both  sexes  and  ran  for  three 
years  beginning  in  1984. 

The  company,  these  days,  is  taking 
a  slightly  softer  approach  aimed  at 


The  old  Evian  ad  (top)  and  the  next 

Softening  the  message  to  pitch  balanced  living. 


more  than  amateur  athletes.  It  urges 
us  all  to  drink  more  water  as  part  of  a 
balanced  diet.  And  it  is  trying  to  get 
Evian  into  the  mouths  of  babies  and 
onto  the  table  at  mealtime. 

Evian  is  now  blaring  its  new  mes- 
sage, created  by  tbwa  Advertising, 
Inc.,  on  television  and  in  such  maga- 
zines as  Elle,  Rolling  Stone  and  Gour- 
met The  new  television  pitch,  in  one 
spot,  visits  Yosemite  National  Park 
and  Hawaii;  it  is  morning:  "365 
chances  every  year  to  start  doing 
something  healthy"  is  the  tag  line. 

"It's  a  concept  that  is  a  little  tran- 
scendental," offers  Daniel.  "The  core 
concept  is  the  idea  of  harmony  of 
mind,  body  and  nature."  Health  by 
association. 

On  a  less  metaphysical  scale,  Evian 
offers  practical  conveniences:  un- 
breakable plastic  bottles,  with  screw- 
on  tops  that  can  be  resealed  without 
leaking,  and  in  easy-to-handle  sizes 
such  as  pints  and  quarts. 

Evian,  a  product  of  bsn  Croupe,  also 
takes  a  savvy  approach  to  distribu- 
tion. It  signs  soft  drink  bottlers  to 
deliver  the  water  instead  of  going 
through  the  usual  chaimels  of  food 
and  beverage  distributors.  The  giant 
bottlers  carry  more  clout  with  mer- 
chants, thus  guaranteeing 
better  shelf  space  for  their 
products  and  more  frequent 
deliveries. 

A  1987  Consumer  Reports 
study  that  compared  the  tap 
water  of  six  U.S.  cities  with 
several  brands  of  bottled  wa- 
ter found  both  to  be  equally 
free  of  contaminants  and  to 
contain  many  of  the  same 
minerals.  Still,  Evian  tastes 
better  than  the  tap  water  in  a 
lot  of  cities,  if  only  because  it 
isn't  chemically  treated.  And 
consumers  are  willing  to  pay 
for  the  difference:  At  fancy 
grocer  Balducci's  in  New 
York's  West  Village,  a  1 -liter 
bottle  of  Evian  will  set  you 
back  $2.50.  The  city  charges 
a  fraction  of  a  penny  for  a 
gallon  of  tap  water. 

Regional  sales  patterns 
show  it  is  most  popular  in  big 
cities  such  as  New  York, 
Washington,  DC.  and  Los 
Angeles,  which  produce  80% 
of  sales.  Hardly  surprising, 
the  heaviest  consumption  is 
m  California,  a  starting  point 
for  so  many  of  the  nation's 
food  and  fashion  frenzies.  ■ 
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Prosecutors  say  corporations  don't  pay 
enough  heed  to  civil  suits  for  dirtying  the 
environment,  so  they  re  getting  executives' 
attention  with  criminal  indictments. 


Upping  the  ante 


By  Ruth  Simon 


C 


iba-Geigy  Corp.  says  it  didn't 
think  it  was  doing  anything 
wrong  a  decade  ago  when  it 
began  burying  chemical  waste  in  a 
landfill  at  its  Toms  River,  N.J.  plant. 
But  New  Jersey  officials  don't  buy  it. 
State  prosecutors  will  soon  try  to 
prove  that  Ciba-Geigy  not  only  dis- 
posed of  toxic  wastes  illegally  but  lied 
to  regulators  about  it.  Ciba-Geigy 
could  face  a  big  fine — and  two  middle- 
level  employees  could  be  fined  as 
much  as  $  1  million  each  and  face  pris- 
on sentences  of  more  than  100  years. 

"We  go  after  the  small  guy  who 
pollutes  the  environment, 
and  we'll  do  the  same  with  a 
big  company,"  threatens 
James  Lyko,  chief  of  New  Jer- 
sey's environmental  crimes 
team,  which  has  40  prosecu- 
tors and  investigators. 

Power  to  police  environ- 
mental laws  is  rapidly  trick- 
ling down  to  states  and  coun- 
ties. Some  22  states — includ- 
ing New  Jersey,  New  York, 
Ohio  and  Peimsylvania — 
have  special  environmental 
enforcement  units. 

"The  activity  of  the  states 
at  least  equals  or  surpasses 
the  activity  at  the  federal  lev- 
el," says  Herbert  Johnson,  se- 
nior environment  counsel  for 
the  National  Association  of 
Attorneys  General,  which  is 
preparing  a  guide  to  state  en- 
vironmental statutes.  In  all, 
states  have  more  lawyers 
prosecuting,  environmental 
crimes  than  the  U.S.  Justice 
Department,  which  has  25 
attorneys  in  its  environmen- 
tal crimes  section.  The  feds 
have  also  sponsored  regional 


task  forces  so  state  and  local  prosecu- 
tors can  share  information. 

"You're  starting  to  see  more  experi- 
enced prosecutors,"  says  James  Rog- 
ers, a  partner  in  Skadden,  Arps,  Slate, 
Meagher  &.  Flom.  "From  a  defense 
view,  the  worst  thing  is  to  face  some- 
one who's  done  these  cases  before." 

In  one  of  the  most  controversial 
cases  of  the  past  year,  an  Ohio-based 
manager  working  for  Browning-Ferris 
was  sentenced  to  one  year  in  prison. 
The  crime:  pumping  rainwater  off  a 
hazardous  waste  dump  into  a  drainage 
ditch  that  led  to  a  creek.  The  manager 
is  now  appealing,  but  defense  attor- 
neys argue  that  the  case  makes  it  diffi- 


cult to  tell  just  when  an  employee's 
action  will  be  ruled  illegal. 

"You  can  interpret  the  case  to  say 
that  before  you  do  anything  you  have  to 
consult  with  the  regulatory  agency," 
says  Judson  Starr,  head  of  the  federal 
environmental  enforcement  program 
until  1988,  and  now  a  partner  at  Balti- 
more-based Venable,  Baetjer,  Howard 
8k  Civiletti.  "There's  no  bright  line 
that  determines  whether  a  case  will  be 
administrative,  civil  or  criminal." 

In  a  trial  slated  to  begin  in  August, 
prosecutors  in  Cook  County,  111.  are 
charging  Chicago  Magnet  Wire  Corp., 
a  unit  of  North  American  Philips,  and 
five  executives  with  aggravated  bat- 
tery and  several  misdemeanors  for  the 
injury  of  43  workers  exposed  to  haz- 
ardous chemicals.  This  case  is  being 
brought  by  the  same  county  prosecu- 
tor's office  that  in  1985  successfully 
charged  the  president  and  two  other 
executives  of  Film  Recovery  Systems 
Inc.  with  first-degree  murder  in  the 
cyanide  poisoning  death  of  a  worker. 
A  retrial  was  recently  ordered  (the 
defendants  are  free  on  bail  pending 
the  retrial),  but  it  has  already  sparked 
similar  prosecutions  in  Michigan, 
New  York  and  Wisconsin.  Reports  Jay 
Magnuson,  deputy  chief  in  the  Cook 
County  state  attorney's  office:  "After 
the  Film  Recovery  case  we  got  calls 
from  corporate  counsel  all  over  the 
country  asking  for  the  indictment  and 
the  judge's  ruling." 
The  blurring  of  the  administrative, 
civil  and  criminal  lines 
doesn't  make  for  good  law, 
but  it  does  make  the  prosecu- 
tors' job  easier. 

"One  criminal  prosecution 
is  worth  1,000  enforcement 
orders,"  says  Keith  Welks, 
chief  of  civil  enforcement  for 
Pennsylvania  and  for  seven 
years  the  head  of  its  criminal 
enforcement  program.  "If 
you're  asking  for  a  $25,000 
fine  and  a  guilty  plea,  corpo- 
rations will  say,  if  you  kick  it 
over  to  the  civil  side,  we'll 
pay  a  $100,000  penalty." 

Now  cities  and  towns 
want  to  get  ^n  on  the  act. 
Starting  this  summer,  for  ex- 
ample, Buffalo-area  police  of- 
ficers will  be  trained  by  the 
local  U.S.  Attorney  to  spot 
illegal  dumping  and  other  en- 
vironmental crimes. 

Protecting  local  environ- 
ments from  illegal  abuse  is 
both  good  policy  and  good 
politics.  But  who  will  protect 
the  legal  system  against 
abuse  by  overzealous  prose- 
cutors? ■ 
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One  way  to  make  money  in  a  commodity 
business  is  to  buy  a  grand  old  nam.e  and 
attach  it  to  your  product.  Thafsjust  what 
they  did  at  Packard  Bell. 

New  wine  in 
vintage  bottles 


By  Steve  Weiner 


WHEN  IT  COMES  to  producing 
personal  computers  for  sale 
in  discount  chains  and  other 
mass  marketers  like  47st.  Photo  and 
Highland  Superstores,  Packard  Bell 
Electronics  is  number  one,  with  esti- 
mated 1989  sales  of  $600  million. 
Packard  Bell  doesn't  owe  all  of  its 
success  to  its  rich  and  trusted  old 
name.  But  it  owes  a  lot  of  it. 

Take  the  time  the  company  was 
trying  to  sell  its  personal  computers 
to  the  state  of  Texas,  eventually  ship- 
ping more  than  7,000  of  them.  Pack- 
ard Bell's  IBM-compatible  machines 
passed  all  the  technical  and  reliability 
tests.  Price  and  service?  No  problem. 
But,  says  Ronald  Amett,  state  pur- 
chasing director,  Texas  took  a  lot  of 
comfort  from  the  idea  that  Packard 
Bell  wasn't  just  another  fly-by-night 
operation.  "They  are  a  very  old,  estab- 
lished company,"  says  Amett. 
"Aren't  they?" 

Well,  no.  The  original  Packard  Bell 
is  long  gone.  It  made  radios  in  the 
1920s  and  television  sets  in  the  1950s. 
But  like  other  U.S.  consumer  elec- 
tronics companies,  it  ran  out  of  juice. 
Purchased  by  Teledyne  in  1968,  it  was 
essentially  a  corpse  by  the  mid-1970s. 

Computer  parts  distributor  Beny 
Alagem  saw  life  in  the  corpse.  Not  in 
its  products  or  facilities  but  in  its 
name.  Alagem,  now  Packard  Bell's 
chief  executive  officer,  bought  rights 
to  use  the  name  from  Teledyne  for 
less  than  $100,000,  late  in  1985. 

"The  company  had  a  rich  history 
and  a  good  name  for  quality  prod- 


ucts," says  Alagem.  By  the  end  of 
1986  Packard  Bell  was  selling  its  first 
products  backed  by  a  nostsalgic  mar- 
keting theme:  "America  grew  up  lis- 
tening to  us.  It  still  does." 

Buyers,  however,  should  have  no 
illusions:  Packard  Bell  pes  are  assem- 
bled in  California  from  components 
largely  made  in  Taiwan,  Korea  and 
Japan.  Never  mind.  The  combination 


of  Alagem's  merchandising  know- 
how,  good  products  and  the  grand  old 
name  have  sufficed  to  win  Packard 
Bell  an  estimated  26%  share  of  the  $1 
billion  in  computers  sold  last  year 
through  outlets  such  as  warehouse 
clubs,  discount  stores  and  electronics 
and  appliance  centers.  The  company 
has  a  small  presence  as  well  in  com- 
puter specialty  stores. 

Packard  Bell  machines  usually  are 
priced  below  the  competition,  some- 
times sharply  so.  Prices  range  from 
$800  for  an  entry-level  XT-class  ma- 
chine with  a  color  monitor  to  more 
than  $5,000  for  a  Force  386/25.  The 
latter  is  built  around  an  Intel  80386 
microprocessor  running  at  25  mega- 
hertz and  loaded  with  a  high-speed 
"cache"  memory  plus  2  megabytes  of 
main  memory,  a  60-megabyte  hard 
drive  and  a  vga  color  monitor. 

The  company's  sales  grew  30%  last 
year,  about  double  the  industry  rate. 
Profits?  Alagem  won't  say,  but  trade 
sources  believe  they  are  better  than 
the  industry  average  net  of  about  8% 
of  sales. 

"Buying  that  name  was  a  stroke  of 
genius,"  says  George  Pursglove,  vice 
president  and  general  merchandise 
manager  of  hq  Office  Supplies  Ware- 
house in  Long  Beach,  Calif.  "Older 
customers  think  Packard  Bell  is  the 
company  that  made  the  radios  and 
TVS.  Younger  ones  think  it's  the  peo- 
ple who  made  the  cars,  or  the  tele- 


PackardBell  Chief  l-jcecui ire  lieny  Alagem 

How  to  slap  a  nostalgic  old  name  on  a  new  clone. 
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phones,  or  Hewlett-Packard." 

But  Alagem,  a  37-year-old  Israeli 
immigrant  and  naturalized  U.S.  citi- 
zen, understood  that  even  a  grand  old 
name  wouldn't  suffice  if  it  did  not 
offer  value  for  money.  Back  in  1987, 
when  the  first  Packard  Bell  machines 
hit  regular  retail  stores,  most  ats 
came  with  one  floppy  disk  drive  and  a 
small  hard  drive.  Packard  Bell's  ma- 
chine featured  two  floppy  drives,  one 
in  the  popular  3  Vi-inch  format  and  the 
other  in  the  older  5V4-inch  size,  with  a 
40-megabyte  hard  drive,  usually  for 
the  same  or  a  lower  price  than  the 
competition's.  Now  that  40  mega- 
bytes is  nothing  special,  Packard  Bell 
is  making  60-megabyte  hard  drives 
standard  equipment  on  some  models. 
And  software?  Others  bundle  second- 
tier  programs  with  their  machines, 
but  Alagem 's  package  includes  Micro- 
soft Works,  Borland  Sidekick  and 
Spinnaker  dos  Manager. 

Alagem,  like  his  Israeli-bom  part- 
ners, Jason  Barzilay,  37,  and  Alex  San- 
del,  47,  wound  up  in  southern  Califor- 
nia in  the  1970s,  attracted  by  the 
area's  schools  and  its  thriving  Israeli 
business  community.  Alagem  took 
business  and  finance  courses  at  Cali- 
fomia  Polytechnic  Institute,  later 
joined  with  electronics  engineer  San- 
del  to  start  a  semiconductor  distribu- 
tion business.  That  company  merged 
with  Barzilay's  distribution  business 
in  1983  to  form  Cal  Circuit  Abco  Inc., 


Peter  VaievPicture  Group 


Packard  Bell  display  at  a  Detroit  Highland  Superstore 
Selling  proposition:  "America  grew  up  listening  to  us. 


now  a  Woodland  Hills,  Calif.-based 
distributor  of  semiconductors  and 
computer  peripherals  with  annual 
revenues  of  more  than  $500  million. 
It  seemed  a  natural  step,  from  parts 
to  whole  computers.  "We  understood 
that  computers  would  become  a  com- 
modity, sold  in  high  volume  and  low 
margins,  and  that  was  already  our 
business,"  says  Sandel. 

Shelley  Gazin 


Packard  Bell  investors  Jason  Barzilay  and  Alex  Sandel 

"We  understood  that  computers  tvould  become  a  commodity/ 


Alagem  knew  that  Asian  suppliers 
could  produce  computers  and  moni- 
tors inexpensively  and  to  order.  With 
the  help  of  supplier  engineers,  Ala- 
gem and  his  associates  designed  their 
own  product  line  and,  after  a  search, 
signed  up,  among  others,  Tatung  Co. 
of  Taiwan  to  build  the  machines  and 
Samsung  Electronics  Co.  of  Korea  to 
provide  most  monitors. 

Will  Packard  Bell,  like  many  a  com- 
puter-industry shooting  star,  flame 
out?  Possibly.  Alagem,  like  so  many 
other  entrepreneurs  who  have  diffi- 
culty adjusting  to  the  success  of  what 
they  built,  tries  to  control  every  vari- 
able personally.  He  works  16-hour 
days  and  is  frequently  on  the  road, 
even  doing  product  demonstrations. 
"I  must  make  sure  the  company  is 
going  the  right  way,"  he  says.  Such 
dedication,  while  commendable  in 
many  ways,  makes  the  business  un- 
healthily dependent  on  one  person. 

Packard  Bell's  biggest  test  is  yet  to 
come.  Other  large  companies  are  pil- 
ing into  the  mass  market,  among  them 
N.V.  Philips  with  its  Magnavox/ 
HeadStart  brand  (FoRB.  s,Apr.  16];  Em- 
erson Technologies;  Sun  Moon  Star,  a 
Taiwanese  cellular  telephone  and 
computer  component  maker;  and  Ep- 
son America  Inc.  Prices  will  probably 
continue  to  fall;  woe  to  the  importer 
with  too  much  inventory  and  too  lit- 
tle flexibility. 

But  Alagem  and  his  associates  are 
smart  marketers  and  can  probably 
avoid  the  more  obvious  traps.  The 
trick  will  be  to  avoid  letting  quality  or 
service  deteriorate  and  so  tarnish  the 
glitter  of  the  ancient  name.  ■ 
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Funny,   isn't  it, 

how  views  of  the  future 

change  so  rapidly. 

Just  ask  any  visionary  you 

happen  to  meet. 

Today,  scores  of  people 

are  trunnpeting 

the  virtues  of  networking. 

We  at  Novell 
defined  the  industry.  Since 

then,  we  have  beconne 
synonynnous  with   Network 

Connputing,  and   our 
software  products  are  now 
in  their  eighth  generation. 

You   see,  we're  not 

in  the   prediction   business. 

We're  in  the  reality 

business.  We  don't  look 

at  the  world  through 

a  crystal   ball.  We   look 

at  it  through  the  eyes 

of  our  custonners. 

Which   is  why,   if  you 

have  an   eye  on  the  future, 

you'd  do  well  to  consider 

the  people  who 

made   it  possible. 


NOVELL 


il 


The    Past,    Present,    and    Future 
of    Network    Computing. 


takes,  typhoons,  hail,  fire,  hard-disk 
aasbes  and  software  hoohoos  all  threaten 
your  data.  Maybe  you  ought  to  buy  an 
Exabyte  backup  system. 

Attention, 
pack  rats! 


By  Kathleen  K.  Wiegner 

oviE  MOGUL  Sam  Gold- 
wyn — so  goes  the  story — is 
being  crowded  out  of  his  of- 
fice by  ever  expanding  fihng  cabinets. 
"Get  rid  of  all  this/'  he  barks  at  his 
secretary.  "I  can't,"  she  says.  "Some 
of  those  are  important  papers."  Gold- 
wyn  answers:  "All  right,  then.  Make  a 
copy  of  everything  before  you 
throw  it  out." 

That  is  more  or  less  the  situ- 
ation that  heavy  computer  us- 
ers find  themselves  in.  They 
are  buried  in  files,  mostly  out- 
dated or  irrelevant,  but  they 
can't  take  the  chance  of 
throwing  them  out  without 
first  making  a  copy  of  every- 
thing. Backup  copies  also  have 
to  be  made  to  guard  against 
hard-disk  failures  and  various 
natural  and  unnatural  catas- 
trophes. When  the  San  Fran- 
cisco earthquake  hit  last  Octo- 
ber, what  did  one  astronomer 
at  the  Lick  Observatory  in 
Santa  Cruz  throw  into  her 
pack?  Backup  tapes. 

If  your  company  has  lots  of 
computers,  it  most  likely  has 
operators  to  do  the  backups, 
night,    after   other   employees 


Juan  Rodriguez,  Cuban-bom,  now  48, 
had  20  years  of  computer  experience, 
first  at  IBM,  then  as  a  foimder  of  Stor- 
age Technology,  the  manufacturer  of 
disk  drives  for  large  computers.  He 
was  joined  by  fellow  Storage  Technol- 
ogy employee  Harry  Hinz,  56,  a  cam- 
era buff  who  saw  the  possibilities  of 
turning  8 -millimeter  videotape  into  a 
data  storage  medium.  President  Peter 


Exabyte  Chairman  Juan  Rodriguez 
Selling  peace  of  mind. 


Every 
have 
gone  home,  these  unfortunates  toil, 
stuffing  cartridges  into  tape  drives. 
For  a  modest  network  that  nms  off  a 
medium-size  file  server  (300  mega- 
bytes), the  job  can  take  at  least  an 
hour  when  copies  are  made  onto  con- 
ventional data  tapes.  It  is  the  most 
hated  job  in  data  processing. 

To  the  rescue  comes  Boulder, 
Colo. -based  Exabyte  Corp.,  a  manu- 
facturer of  ultrafast,  high-capacity 
data  storage  tape  systems.  The  firm  is 
only  five  years  old,  but  it  packs  some 
experience.  Cofo under  and  Chairman 


Behrendt,  51,  fled  with  his  mother 
from  East  Germany  when  he  was  a 
boy  and  spent  26  years  at  ibm  before 
joining  Exabyte. 

Exabyte  got  off  to  a  rough  start. 
Alter  six  months  of  testing  the  tech- 
nology, Rodriguez  had  a  run-in  with 
bis  venture  capital  backers  over  how 
to  market  the  product.  The  venture 
folks  pulled  the  plug:  All  11  Exiibyte 
workers  were  fired  the  day  iltcr 
Christmas  1985.  Some  local  investors 
put  up  enough  money  to  get  those 
people  back  on  tl  .  payroll,  but  it  took 
Rodriguez  anotj'-r  six  months  to 
come  up  '  iih  enough  foiiding  to  get 


his  product  out. 

The  result  was  a  tape  backup  sys- 
tem, introduced  in  1987,  that 
crammed  2.3  gigabytes  of  data  onto  a 
videotape  cassette  and  sold  for  $2,055. 
That  is  a  huge  amotmt  of  data,  the 
contents  of  almost  eight  300-mega- 
byte  file  servers,  or  of  2,000  high-den- 
sity floppy  disks.  Videotape  is  not 
only  a  very  dense  repository  of  data,  it 
can  be  made  to  work  very  fast.  The 
Exabyte  recorder  copies  a  300-mega- 
byte  hard  disk  in  20  minutes. 

Newer  Exabyte  recorders  run  faster 
and  pack  still  more  data  on  a  movie 
tape.  But  that  first  model  was  remark- 
able enough  to  attract  a  lot  of  atten- 
tion among  operators  of  personal 
computer  networks,  workstations 
and  even  minicomputers.  Exabyte 
now  numbers  among  its  customers 
IBM,  Sun  Microsystems,  Motorola, 
NCR,  Nixdorf  and  Northern  Telecom. 
To  date  Exabyte  has  installed  100,000 
systems  to  back  up  computers  as  di- 
verse as  an  Apple  Macintosh  and  an 
IBM  AS/400  minicomputer. 

Last  year  Exabyte  netted  $13.6  mil- 
lion on  sales  of  $89'  million.  First- 
quarter  1990  revenues  almost  tripled, 
to  $40  million,  while  net  income  dou- 
•^^  ^'B  bled,  to  $6.6  million.  Not  sur- 
prising that  Wall  Street  has 
fallen  in  love  with  Exabyte, 
boosting  shares  offered  at  10 
last  October,  just  one  day  after 
the  earthquake,  to  a  recent  16. 
If  the  crowding  of  so  much 
information  into  so  little 
space  is  a  tour  de  force,  it's 
rather  like  the  telephone  that 
the  movie  alien  E.T.  makes 
out  of  common  household 
items  to  "phone  home."  Exa- 
byte adapted  household  video- 
tape to  a  purpose  for  which  it 
was  never  intended. 

Conventional  tape  drives 
use  stationary  recording  heads 
to  lay  down  up  to  18  parallel 
tracks.  Exabyte's  drives,  in 
contrast,  lay  down  tracks  on 
the  bias,  like  the  stripes  in  a 
candy  cane.  Tracks,  written  on  the 
bias  can  be  run  a  lot  closer  together. 
Also,  the  tape  can  run  slower,  and  it 
can  be  thinner  without  risk  of  snap- 
ping or  stretching.  Necessity  was  the 
mother  of  this  invention.  Video  pic- 
tures contain  huge  quantities  of  data. 
Another  Exabyte  breakthrough  was 
an  error-correcting  mechanism:  Data 
integrity  is  much  more  critical  in  the 
backup  of  a  bank's  daily  transactions 
than  in  pictures  of  a  birthday  party. 

"Let's  face  it,"  says  Rodriguez. 
"Man  is  a  pack  rat.  Nobody  likes  to 
throw  things  out.  And  if  you  have  to 
back  it  up,  you  need  it  all."  ■ 
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UNTANGLING 
YOUR  ENERGY 
MANAGEMENT 
PROBLEMS 
BEFORE  THEY 
TIE  UP 
lYOUR  FACIUTY. 


Johnson  Controls  JC85 
Facility  Management  System 
forecasts  cooling  require- 
ments based  on  predicted 
weather  conditions  for  the 
next  day  to  optimize  the 
totally  electric  HVAC  system 
at  The  Crescent,  in  Dallas. 


When  you  hear  complaints  about 
comfort,  see  your  utility  bills  go 
up,  or  your  building's  equipment 
go  down,  you  know  you  have  an 
energy  management  problem. 

If  your  facility  is  more  than  10 
years  old,  you  may  have  less  ob- 
vious problems.  Aging  equipment, 
outmoded  technology  and  chang- 
ing buNding  usage  may  be  the 
culprits. 

Johnson  Controls  brings  over  100 
years  of  experience  in  recogniz- 
ing and  solving  these  money- 
wasting  problems.  We're  sensitive 
to  the  unique  energy  manage- 
ment requirements  of  your  facility, 
whether  it's  a  hospital,  retail  store, 
warehouse,  school,  or  office  build- 
ing of  any  size. 

We  can  design  and  implement 
solutions  that  provide  greater 
cost-effectiveness  with  no  com- 
promise in  occupant  comfort.  And 


you'll  take  comfort  in  the  prompt 
payback  of  your  investment  and 
our  flexible  financing  packages. 

Don't  wait  for  an  energy  man- 
agement crisis  before  you  call 
Johnson  Controls.  Call  now  at 
1-800-972-8040  and  avoid  one.  In 
Wisconsin,  call  1-800-472-6533. 
Or  write,  Johnson  Controls,  Sys- 
tems and  Division,  CI 9,  Milwaukee, 
Wl  53201-0423. 
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HNSON 


Mainframes  are  dying,  and  a  lot  of  savings 
and  loans  are  dying— ^ut  Darwin  Deason 
has  figured  out  how  to  make  money  from 
both  of  them  in  their  final  days. 

Starting  over 


By  David  Cfaarlmck 


DARWIN  Deason's  career  as  a 
data  processing  executive 
came  to  a  turning  point  two 
years  ago.  The  firm  he  was  running, 
MTech,  was  put  up  for  sale  by  its 
majority  owner,  a  troubled  Dallas 
bank,  and  he  put  in  a  $245  million 
management  bid  for  the  common 
stock.  He  lost  out  to  a  $330  million 
offer  from  eds,  one  of  MTech's  archri- 
vals  in  the  business  of  running  the 
electronic  back  offices  of  banks. 

Deason  had  been  pretty  much  his 
own  boss  for  two  decades,  having  tak- 
en over  Affiliated  Computer  Systems 
not  long  after  joining  it  in  1967,  at  the 
age  of  26.  In  1976  he  sold  the  business 
to  the  Dallas  bank,  went  along  as 
president  and  built  the  little  room  of 
IBM  mainframes  into  the  largest  fi- 
nancial data  processing  company  in 
the  country,  servicing  1,300  thrifts 
and  commercial  banks.  And  now,  at 
age  48,  he  was  confronted  with  the 
prospect  of  toiling  as  an  underling  at  a 
General  Motors  subsidiary.  He  took 
his  $7  million  share  of  MTech's  sale 
price  and  retired  to  the  golf  course. 

The  sojourn  on  the  golf  course  last- 
ed three  days.  Then  Deason  resolved 
to  start  over  where  he  had  been  in 
1967,  with  a  company  called  Affiliat- 
ed Computer  Systems.  It  didn't  take 
him  very  long  to  persuade  a  band  of 
MTech's  senior  managers — 18  out  of 
22,  by  his  count — to  join  his  new  ven- 
ture. Shades  of  H.  Ross  Perot,  founder 
and  now  rival  of  eds. 

"My  goal  isn't  to  derail  the  $5  bil- 
lion freight  train  called  eds,"  Deason 
says.  "What  I  want  to  do  with  acs  is 
demonstrate  that  I  can  do  this  again." 

Deason  also  has  a  good  opporturuty 
to  prove  he  can  profit  from  a  very 
adverse  market.  A  lot  of  his  custom- 
ers are  savings  and  loan  associations 


Charles  Thalchc-r 


Mainframer  Darwin  Deason 

The  Easter  Sunday  phenomenon. 


in  the  Southwest.  Deason  is  getting 
many  of  his  mainframes  and  automat- 
ed teller  networks  cheap  by  buying 
them  from  troubled  s&.ls  that  can't 
afford  to  upgrade  or  maintain  their 
own  computer  shops.  Those  s&ls  still 
need  someone  to  calculate  account 
balances.  Other  acs  business  comes 
from  an  assortment  of  acquired  data 
processing  firms,  with  customers  as 
varied  as  Maryland's  welfare  depart- 
ment and  Southland  Corp. 

So  far,  so  good,  acs  sales  were  $74 
million  in  fiscal  1989  (ended  last 
June),  and  are  running  at  a  $120  mil- 
lion annual  fate  thus  far  in  fiscal 
1990.  Operating  income — profits  be- 


fore interest,  taxes  and  depreciation — 
is  just  over  6%  of  sales,  although 
goodwill  amortization  and  other  non- 
cash charges  put  the  company  in  the 
red.  Deason  aims  to  get  acs  solidly  in 
the  black  and  to  take  the  firm  public 
within  two  years. 

Experts  are  predicting  the  demise  of 
the  mainframe,  but  that  demise  may 
well  be  decades  off.  True,  today's 
desktop  computer  can  do  arithmetic 
as  quickly  as  a  mainframe  of  not 
many  years  ago.  But  a  desktop  com- 
puter cannot  juggle  252  simultaneous 
queries  from  bank  teller  machines. 
Nor  can  a  little  pc  drive  a  phalanx  of 
check  scanners.  That's  why  banks  are 
buyers  of  big  ibm  mainframes.  But 
there's  a  tendency  for  the  equipment 
to  be  inefficiently  used. 

"You  build  the  church  for  Easter 
Sunday  and  the  rest  of  the  year  it's 
half -full,"  says  Deason.  "So  why  have 
all  that  power  sitting  around  idle?" 

The  ACS  nerve  center,  based  in  the 
former  Southlind  headquarters  near 
downtown  Dallas,  contains  six  ibm 
mainframes  of  the  3090  size,  worth 
about  $8  million  each  if  bought  new. 
This  is  not  really  high  technology.  It's 
more  like  a  utility.  "Companies  don't 
own  their  own  power  plants  or  tele- 
phone switching  centers,"  Deason 
says.  "Why  mainframes?" 

Welfare  contracts  could  someday 
replace  business  lost  as  S&.L  clients 
fold.  Working  with  the  state  of  Mary- 
land and  with  technologists  from  ibm, 
Deason  set  up  a  system  of  using  teller 
machines  and  bank  cards  in  place  of 
mailed  food  stamps  and  welfare 
checks.  Maryland  says  the  acs  system 
reduces  the  monthly  delivery  cost 
from  $3.35  to  $2.50  per  client.  Last 
month  At:s  beat  eds  to  win  a  five-year 
contract  to  computerize  Los  Angeles 
County's  food  stamp  delivery.  Most 
of  the  rest  of  the  U.S.  welfare  system 
is  still  up  for  grabs. 

There  are  other  avenues  of  growth. 
American  business  is  gradually  shift- 
ing from  paper  invoices  to  something 
called  electronic  data  interchange.  In 
this  system,  factories  and  warehouses 
would  use  standardized  electronic 
forms,  sent  over  phone  lines,  to  com- 
municate with  their  suppliers  and 
their  customers.  Such  a  system  de- 
mands a  communication  network 
with  mainframe-powered  hubs  lead- 
ing out  to  spokes  in  every  business. 
ACS  and  its  competitors  aim  to  oper- 
ate those  hubs. 

It's  going  to  take  a  long  while  for 
Ac:s  to  approach  its  old  nemesis  eds  in 
sales  revenue,  but  it  may  take  even 
longer  for  the  mainframe  to  die.  Don't 
write  off  this  cntrcprtMunii  )ust  yet 
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XEROX 


Some  of  file  best  features  of  our  copiers 
don't  come  in  the  box. 


When  you  buy  a  copier,  don't  forget 
you're  also  buying  a  company. 

And  when  the  name  on  the  box  is 
Xerox,  you  get  a  lot  more  than  a  copier. 
You  get  a  company  dedicated  to  your 
complete  satisfaction. 

For  example,  only  Xerox  offers  a  three- 
year  warranty  on  all  desktop  copiers 
that  it  makes— that's  12  times  longer 
than  any  other  manufacturer. 

Xerox  also  guarantees  copy  quality. 
So  you  can  be  sure  your  20,000th  copy 
will  be  just  as  good  as  your  first. 

Equally  unique  is  our  guarantee  to 
provide  parts  and  service  for  all  our 


C  1990  XEROX  IS  a  ir»demark  of  XEROX  CORPORATION 


copiers  for  up  to  seven  years. 

Add  to  that  the  fact  that  every  Xerox 
copier  is  backed  by  the  best  supplies 
and  the  best  service  organization  in  the 
business. 

And  that— when  it  comes  to  documents 
—no  company  has  more  experience  than 
Xerox. 

All  of  which  are  just  a  few  of  the 
reasons  that  Xerox  was  recently  honored 
with  the  Malcolm  Baldrige  National 
Quality  Award. 

So  make  your  next  copier  a  Xerox. 
And  get  the  best  features  in  a  copier- 
plus  the  best  features  in  a  company. 


For  information  about  any 
Xerox  copier,  call  1-800 
TEAM-XRX,  Ext.  250A 
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^GE  OF  Electronics. 


UDIO  SET,  ACS-780 


When  it  comes  to  the  manufacture  of  electronics,  Daewoo  has  an 
eye  and  ear  for  quality  respected  all  over  the  world.  Daewoo 
Electronics  offers  a  complete  range  ofexactingly  manufactured 
products,  from  laptop  computers  and  compact  disc  players  to  high- 
resolution  color  televisions  with  flat-square  tubes  and  advanced 
circuitry  for  picture  enhancement.  And  Daewoo  microwave  ovens, 
video  cassette  recorders,  camcorders,  humidifiers,  vacuum 
cleaners  and  refrigerators  offer  the  same  rare  combination  of 
quality  and  value.  Call  for  more  information  on  how  Daewoo 
Electronics  can  put  its  manufacturing  talent  to  work  for  you. 

Daewoo  Electronics  Corporation  of  America  (201)  935-8700 


The  Universal  Language  of  Quality. 


Computer  Ventures 


Commentary  by  Richard  A.  Shaffer 


WHY  I  LIKE  HEWLETT-PACKARD 


These  days  you  have  to  be  ignorant 
to  buy  a  minicomputer  and  down- 
right stupid  to  buy  a  mainframe. 
That's  what  some  microcomputer 
zealots  would  have  you  believe. 
They're  wrong. 

Although  many  desktop  comput- 
ers are  doing  what  once  was  main- 
frame work,  desktop  computing 
isn't  an  alternative  for  all  the  work 
that  mainframes  do  today.  Much 
also  remains  to  be  done  before  net- 
works of  personal  computers  can 
deal  with  huge  libraries  of  informa- 
tion and  hundreds  of  users  as  mini- 
computers can. 

The  microcomputer  zealots  are 
probably  right  in  the  long  run.  But 
mainframe  and  minicomputer  com- 
panies won't  suddenly  disappear. 
Investors  who  would  profit  from 
the  inevitability  of  technological 
change  must  understand  its  pace  as 
well  as  its  direction.  They  also  have 
to  understand  how  the  marketplace 
responds  to  change.  When  the  car 
was  invented,  stocks  of  horse-buggy 
manufacturers,  had  they  been  pub- 
hcly  traded,  would  doubtless  have 
collapsed.  But  some  of  those  car- 
riage makers — Studebaker,  for  ex- 
ample— went  on  to  become  excel- 
lent auto  companies. 

The  minicomputer,  typically  a 
server  of  many  users,  is  indeed  un- 
der pressure  from  the  microcomput- 
er, typically  a  machine  for  one  user. 
The  heart  of  a  microcomputer  is  a 
microprocessor,  a  single  silicon 
chip  that  does  the  work  that  in  a 
minicomputer  is  done  by  several 
chips.  Although  it's  always  been 
cheaper  to  use  a  single  chip  rather 
than  many,  microprocessors  until 
recently  weren't  powerful  enough. 
Now  they  are. 

And  that  is  blurring  the  line  be- 
tween micro  and  mini.  The  largest 
microcomputer  sold  by  Compaq,  for 
example,  could  act  as  a  "network 
server"  for  a  network  of  dozens  of 
desktop  computers.  Thus  the  Com- 
paq Systempro,  although  it  resem- 
bles a  micro  inside,  acts  like  a  mini. 


Richard  A  Shaffer  is  founder  of  Technologic 
Partners,  a  tedmology  consulting  company 
in  New  York  City,  and  publisher  q/"  Techno- 
logic Computer  Letter. 


At  $44,000,  the  Systempro  costs 
more  than  most  micros  but  much 
less  than  most  minis. 

Microcomputers  are  also  threat- 
ening minicomputers  because  man- 
ufacturers are  figuring  out  how  to 
build  machines  with  more  than  one 
microprocessor  in  them.  To  use 
many  small  processors  for  work 
that  ordinarily  requires  one  large 
processor  isn't  a  new  idea,  but  more 
companies  have  been  adopting  it 
lately,  in  imitation  of  Sequent 
Computer,  which  was  the  first  with 
a  commercial  success. 

Multiple-processor  technology 
has  attracted  Arix  Computer,  Com- 
paq Computer,  Pyramid  Technol- 
ogy and  Wyse  Technology.  More  re- 
cently, NCR  has  become  a  player,  as 
have  Tandem  and  Stratus,  which 
once  spumed  the  technology.  (Wyse 
has  been  bought  out  by  a  Taiwanese 
firm;  the  other  companies  men- 
tioned here  are  public.) 

The  threat  to  minicomputers  is 
clear.  I  recently  had  a  Sequent  S27 
tested  against  a  slightly  less  expen- 
sive DEC  minicomputer,  the  6310. 
The  Sequent  ran  five  times  as  fast  as 
the  DEC.  In  the  same  test,  a  personal 
computer  from  newly  public  Ad- 
vanced Logic  Research  performed 
almost  half  as  well  as  the  dec  mod- 
el, although  the  dec  machine  costs 
12  times  as  much.  And  a  Systempro 
from  Compaq,  which  costs  one-fifth 
the  DEC  price,  was  50%  faster. 

You  can  read  in  all  this  a  death 
warrant  for  minicomputer  makers 
like  Digital  Equipment  Corp.  But  if 
minicomputers  are  dead,  dec,  with 
annual  revenues  of  $13  billion,  sure 
seems  to  be  selling  a  lot  of  them.  In 
addition,  as  the  microcomputer  fur- 
ther encroaches  on  dec  territory, 
there's  nothing  to  prevent  dec  from 
adopting  microprocessor  technol- 
ogy— and  dec  has  been  doing  just 
that   It  has  also  bought  an  interest 


m  MIPS,  the  hot  developer  of  re- 
duced-instruction-set microproces- 
sors, dec  also  is  developing  multi- 
ple-microprocessor technology. 

Minicomputer  maker  Hewlett- 
Packard  is  also  reshaping  itself.  It 
has  bought  Apollo,  whose  worksta- 
tions are,  like  microcomputers, 
built  around  microprocessors.  Hew- 
lett also  has  a  fast-growing  line  of 
micros,  the  Vectra  machines.  The 
inevitable  march  toward  microcom- 
puting doesn't  mean  minicomputer 
companies  can't  join  the  parade. 

So  where  do  you  place  your  bets? 
In  its  field  of  multiple-processor 
computers,  Sequent  offers  the 
broadest  line  of  products  that  share 
software,  and  Sequent  is  one  of  the 
best-managed  companies  in  the 
computer  industry.  But,  at  a  price 
recently  20  times  the  likely  earn- 
ings for  1990,  Sequent  stock  already 
discounts  a  lot  of  good  news.  Since 
last  summer  the  price  of  Sequent's 
shares  has  been  climbing  much  fast- 
er than  its  earnings,  so  if  you  don't 
already  own  some,  you'll  probably 
want  to  postpone  buying  until  after 
the  company  stumbles,  as  most 
eventually  do. 

Then  there  are  dec  and  Hewlett. 
These  are  the  buggy  makers  that 
could  turn  into  auto  companies 
some  day,  and  that  will  be  selling  a 
lot  of  buggies  in  the  meantime,  dec 
is  going  for  16  times  likely  earnings 
for  1990.  Hewlett-Packard,  howev- 
er, may  be  the  better  play  for  inves- 
tors. Hewlett  shares  have  fallen  fur- 
ther behind  the  company's  recent 
performance  and  could  therefore 
rise  more  rapidly  if  Wall  Street  atti- 
tudes about  the  companies  im- 
prove. At  a  recent  43,  Hewlett  is 
going  for  12  times  expected  1990 
earnings. 

To  compare  dec  and  Hewlett 
with  buggy  manufacturers  is  cer- 
tainly an  exaggeration,  for  both  are 
outfits  at  the  forefront  of  technol- 
ogy. But  the  analogy  is  valid  for  in- 
vestors. If  the  world  is  saying  that 
autos  will  replace  horse  buggies,  the 
smart  investor  looks  closely  at  bug- 
gy stocks.  He  doesn't  deny  that  au- 
tos are  coming.  But  he  may  none- 
theless turn  up  some  undervalued 
buggy  companies.  ■ 
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Take  your 

MQCard. 

Or  take  your. 

chances. 


All  across  America,  business  is  calling  on 
MCI.  You  should,  too. 

Unlike  the  ATSO"  Card,  with  the  MCI  Card^^ 
there's  never  a  chance  of  hidden  charges,  whether 
you  dial  direct  or  use  an  operator.  And  you  never 
have  to  read  payphone  labels,  listen  for  special 
recordings,  or  dial  differently  from  different 
phones. 

What's  more,  you  can  use  your  MCI  Card 
from  any  phone  in  the  U.S.  to  virtually  any  phone 
in  the  worid.  And  when  you're  traveling,  you  can 
use  your  MCI  Card  with  MCI  CALL  USA"  from 
a  growing  number  of  countries  all  over  the  world 
to  get  back  home.  You'll  always  get  an  English- 
speaking  operator,  and  save  money,  too. 

Of  course,  using  the  MCI  Card  assures  you 
of  unsurpassed  call  quality.  As  well  as  savings 
over  AT&T's  standard  rates  month  after  month. 

So  if  you're  not  calling  with  the  MCI  Card, 
call  us  at  1-800-888-0800. 
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Let  US  show  you.® 
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To  catch  Dofi/ 


Although  meteors 
normally  measure  a  frac- 
tion of  an  inch,  these 
"shooting  stars"  reveal 
their  presence  by  leaving 
a  luminous  trail. 
Although  sub-atomic  par- 
ticles cannot  be  seen 
even  under  a  microscope, 
they  reveal  their  presence 
by  a  flash  of  light  as  they 
pass  throunh  Cerenkov 
rJass. 


Most  meteors  are  no  larger 
than  a  grain  of  sand.  Yet  in 
spite  of  their  surprisingly 
small  size,  they  can  be  seen 
by  the  naked  eye  from  as  far 
as  75  miles  away.  The  explan- 
ation for  this  phenomenon  Is 
simple:  they  leave  a  luminous 
trail  in  their  wake. 

As  they  hit  the  earth's 

atmosphere  at  a  speed  ot 
43  miles  per  second,  these 


cosmic  particles  are  slowed 
down  by  friction.  The  resulting 
heat  and  force  of  compres- 
sion are  so  great  that  the 
meteor  vaporizes  in  a  streak 
of  shining  atoms. 
Millions  of  these  "shoot- 
ing stars"  light  up  the  sky 
every  year. 

Scientists  researching 

high-energy  sub-atomic  par- 
t^^lcs  make  use  of  this  "shoot- 


ing star"  effect.  Such  parti- 
cles as  mesons,  protons  and 
muons  are  too  minute  to  be 
observed  by  standard  meth- 
ods, but  they  can  be  seen 
through  our  Cerenkov  glass 
As  they  pass  through 
this  glass,  the  particles  are 
abruptly  slowed  down  But 
while  their  velocity  within  the 
glass  remains  greater  than 
the  speed  of  light  within  the 


I 
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material,  they  emit  a  blue 
flash  which  reveals  their 
presence. 

This  effect  is  applied  by 

physicists  when  studying  the 
nature  and  composition  of 
sub-atomic  particles.  Thus 
the  meteor  phenomenon  has 
come  to  play  a  key  role  in  their 
basic  research. 
Cerenkov  glass,  avail- 
able from  Schott  Glass  Tech- 


nologies, is  just  one  example 
of  how  Schott's  innovative 
development  responds  to 
specific  needs.  In  today's 
world,  special  glass  helps 
keep  technology  advancing. 

Schott  worldwide:  50,000 

products,  50  production  facil- 
ities,   represented    in    more 
than  100  countries,  with  over 
$1  billion  in  sales. 
Schott  in  North  Amer- 


ica: 11  companies  employing 
more  than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F24,  3  Odell 
Plaza,  Yonkers,  NY  10701. 

a  SCHOTT 

Nobody  knows  more  about  glass. 
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Hedy  Lamarr,  Hollywood  sex  goddess,  was 
also  a  brilliant  inventor.  She  got  paid  for 
her  movies,  but  not  for  her  invention. 

"I  guess  they  just 
take  and  forget 
about  a  person" 


By  Fleming  Meeks 


Phoiofesi 


Screen  siren  Hedy  Lamarr,  ca.  1940 
GlamoToua,  yes.  Stupid,  no. 


THE  scene:  a  dinner  party  at  the 
Hollywood  home  of  actress  Ja- 
net Gaynor.  The  year:  1940.  Vi- 
ennese actress  Hedy  Lamarr,  one  of 
the  great  sex  symbols  of  all  time,  is 
making  small  talk  with  American 
film-score  composer  George  Antheil. 
At  the  end  of  the  evening,  she  exits 
quickly,  scrawling  her  phone  number 
in  lipstick  across  the  windshield  of 
his  car.  The  next  day,  he  calls  and  she 
invites  him  to  an  intimate  diimer  at 
her  Benedict  Canyon  retreat. 

The  prelude  to  a  steamy  Hollywood 
affair?  Sorry,  this  is  a  business  maga- 
zine. The  pair  talked  about  technol- 
ogy. That  night,  over  dirmer,  Lamarr 
and  Antheil  discussed  the  Nazi  domi- 
nation of  Europe.  Lamarr  spoke  from 
firsthand  knowledge.  Three  years  ear- 
lier she  had  fled  Austria,  largely  out  of 
dislike  of  her  wealthy  munitions  ty- 
coon husband,  Friedrich  (Fritz) 
Mandl.  But  as  an  intelligent,  sensitive 
person  she  also  disliked  the  Nazis  and 
all  they  stood  for,  and  was  glad  to  put 
an  ocean  between  herself  and  Hitler. 

As  the  evening  wore  on,  Lamarr 
began  outlining  her  idea  for  a  sophisti- 
cated antijamming  device  for  use  in 
radio-controlled  torpedoes.  If  this 
seems  out  of  character  for  a  26-year- 
old  film  beauty,  the  fact  is  that  not 
only  did  Lamarr  possess  a  first-class 
mind  but  she  also  had  listened  to  her 
husband's  dinner-table  business  dis- 
cussions with  customers  for  his  arma- 
ments. After  all,  Fritz  Mandl's  Hirten- 
berger  Patronen-Fabrik  had  supplied 
much  of  the  equipment  Benito  Mus- 
solini used  when  his  troops  invaded 
Ethiopia  in  1935. 

As  Lamarr  spoke  that  evening, 
Antheil  lay  sprawled  out  on  her  living 
room  floor  diagramming  her  ideas  in  a 
spiral  notebook.  Two  years  later  La- 
marr and  Antheil  were  awarded  a  U.S. 
patent  for  a  "secret  communication 
system." 

The  system  devised  by  Lamarr  and 
Antheil — known  as  frequency  hop- 
ping— is  now  in  extensive  use  in  mili- 
tary communications.  It  works  like 
this:  A  signal  is  broadcast  over  a 
seemingly  random  scries  of  radio  fre- 
quencies, hopping  from  frequency  to 
frequency  at  split-second  intervals. 
The  signal  could  carry  spoken  words 
or  commands  for  a  torpedo.  A  receiv- 
er, hopping  between  frequencies  in 
synchrony  with  the  transmitter,  picks 
up  the  message.  Would-be  eavesdrop- 
pers hear  only  unintelligible  blips.  At- 
tempts to  jam  the  signal  succeed  only 
at  knocking  out  a  few  small  bits  of  it. 
So  effective  is  the  concept  that  it  is 
now  the  principal  antijamming  device 
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used  in  the  U.S.  government's  $25 
billion  Milstar  defense  communica- 
tions satellite  system. 

Neither  Lamarr  nor  Antheil  ever 
received  a  nickel  from  their  patent. 
Why?  As  an  inventor  Lamarr  was  de- 
cades ahead  of  her  time.  Frequency 
hopping,  which  was  never  imple- 
mented by  the  War  Department,  did 
not  come  into  use  until  1962,  when 
Sylvania  installed  it  on  ships  sent  to 
blockade  Cuba.  That  was  three  years 
after  the  Lamarr-Antheil  patent  ex- 
pired and  the  rights  to  the  invention 
fell  into  the  public  domain. 

"I  can't  understand,"  says  Hedy  La- 
marr in  her  unmistakable  soft  and 
lilting  Austrian-accented  voice,  "why 
there's  no  acknowledgment  when  it's 
used  all  over  the  world."  While 
scarcely  hurting,  Lamarr  could  use 
the  money  (see  box,  p.  138). 

Does  the  U.S.  patent  system,  which 
grants  a  17-year  exclusive  monopoly 
on  inventions  to  patent  holders,  pe- 
nalize forward- thinking  inventors? 
Hedy  Lamarr,  now  75,  certainly  isn't 
the  first  inventor  to  think  so.  Over  the 
years,  plenty  of  others  have  launched 
ideas  well  in  advance  of  their  full 
commercial  potential,  from  the 
Wright  brothers  to  less  noteworthy 
inventors  like  Philo  T.  Famsworth, 
who  was  granted  a  patent  for  the  elec- 
tronically focused  picture  tube  in 
1930.  Ohio  mathematician  Marian 
Chew  was  granted  a  patent 
in  1969  for  a  simple  method 
of  testing  automobile  ex- 
haust. Her  test  is  now  used  in 
emissions  inspections  in  32 
states;  last  year  it  was  used 
over  100  million  times.  But 
Chew's  patent  expired  in 
1986,  and  she  has  never  col- 
lected a  cent  in  royalties.  She 
has  gone  to  court  to  try  to  get 
the  state  of  California  to  pay 
a  royalty  on  tests  it  conduct- 
ed between  1984  and  1986, 
but  there  are  legal  problems. 
A  federal  appeals  court  re- 
cently refused  to  hear  her 
case  on  technical  grounds. 

There's  a  moral  here:  In 
technology,'  as  in  other  lines 
of  business;  it  isn't  enough  to 
have  a  good  product;  you 
have  to  be  a  hustler,  too. 
Chester  Carlson  got  rich 
from  his  invention  of  xerog- 
raphy only  because  he  was 
willing  to  knock  on  more 
than  20  doors  before  a  little 
Rochester  company — later 
known  as  Xerox — acquired 
the  technology.  Gordon 
Gould  waged  a  decades-long 
battle  to  win  a  patent  for  the 


Composer  George  Antheil 

He  gave  tMouurr  all  the  credit. 

laser  he  invented  in  1957,  finally  win- 
ning in  1987.  The  Patent  Office's  de- 
lay worked  in  his  favor,  since  his  in- 
vention, like  Lamarr's,  was  ahead  of 
its  time.  So  far  Gould  has  made  nearly 
$10  million  from  his  laser,  with  the 
patent  not  set  to  expire  until  2004. 

Lamarr,  in  contrast,  was  never  a 
dogged  advocate  for  her  invention. 
She  simply  turned  it  over  to  the  gov- 
ernment for  use  in  fighting  the  Nazi 
menace  and  went  back  to  plying  her 
trade  as  a  movie  star. 

In  his  1945  autobiography.  Bad  Boy 
of  Music,  Antheil  credited  the  inven- 
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Early  drawing  of  the  Lamarr/Antheil  invention 

By  rapidly  changing  frequencies  in  sync,  vu^am- 

mable  nuUo-controUed  torpedoes  became  possible. 


tion  entirely  to  the  screen  star.  Here's 
the  backdrop  to  the  brainstorm. 
While  her  husband  may  have  consid- 
ered her  merely  decorative,  Lamarr 
learned  a  bit  about  weapons  design 
during  her  three-year  marriage  to 
arms  manufacturer  Fritz  Mandl.  An 
idea  stuck  with  her.  Naval  attack 
ships  frequently  wasted  multiple  tor- 
pedoes on  a  single  target  when  one 
might  do.  Good  for  hubby's  business, 
bad  for  his  customers.  That's  because 
unpredictable  ocean  currents,  plus 
evasive  actions  by  target  ships,  add  up 
to  many  possible  torpedo  paths.  One 
solution:  radio-controlled  torpedoes. 
The  idea  sounded  good  but  was  im- 
practical because  radios  are  so  easily 
jammed. 

But  when  Antheil  credited  the  idea 
entirely  to  Lamarr,  he  was  being 
somewhat  modest.  When  Hedy  La- 
marr met  Antheil  at  Janet  Gaynor's 
diimer  party,  she  met  exactly  the  right 
person  to  help  develop  her  idea.  Before 
coming  to  Hollywood,  where  he 
scored  films  like  The  Plainsman  and  In 
a  Lonely  Place,  Antheil  had  spent  sev- 
eral years  as  an  avant-garde  composer. 
His  offbeat  Ballet  Mecanique,  per- 
formed in  Paris  in  1926,  was  scored 
for  16  synchronized  player  pianos, 
two  electrically  driven  airplane  pro- 
pellers, four  xylophones,  four  bass 
drums  and  a  siren.  When  the  first 
notes  were  struck,  the  wind  from  the 
propellers  nearly  blew  listen- 
ers out  of  their  seats. 

Antheil  understood  in- 
stantly that  synchronizing  a 
series  of  split-second  hops 
between  radio  frequencies 
would  be  no  more  difficult 
than  synchronizing  player  pi- 
anos. As  a  matter  of  fact,  the 
patent  specifies  the  use  of 
slotted  paper  rolls — similar 
to  piano  rolls — to  synchro- 
nize the  jumps  in  frequency 
in  the  transmitter  and  receiv- 
er. The  number  of  frequen- 
cies proposed — 88 — matches 
precisely  the  number  of  keys 
on  a  piano. 

Perhaps  as  important  as 
Antheil's  assistance  was  a 
branch  of  the  Commerce  De- 
partment called  the  National 
Inventors  Coimcil.  This  was 
headed  by  Charles  F.  Ketter- 
ing, research  director  for 
General  Motors.  The  council 
was  launched  with  much 
fanfare  in  1940  to  generate 
innovative  ideas  and  inven- 
tions from  the  general  pub- 
lic. Lamarr  and  Antheil  sent 
in  their  idea  in  December 
1940  and  were  subsequently 
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encouraged  to  refine  it  into  a  patent- 
able concept.  Over  the  years  the  coun- 
cil (which  was  phased  out  in  1974) 
generated  over  625,000  suggestions 
and  ideas  h^om  the  public,  though  few 
became  patents. 

But  neither  Antheil  nor  Lamarr 
gave  much  thought  to  promoting 
their  invention — it  was,  after  all,  their 
contribution  to  the  war  effort.  In  fact, 
it  wasn't  until  1957,  when  the  same 
concept  was  developed  independently 
by  a  couple  of  engineers  at  Sylvania's 
Electronic  System  Division  in  Buffa- 
lo, N.Y.,  that  frequency  hopping 
found  an  application.  It  was  the  Syl- 
vania  device,  operated  electronically 
rather  than  with  piano  rolls,  that  ulti- 
mately became  a  staple  of  secure  mili- 
tary communications.  However,  sub- 
sequent patents  in  frequency  hopping 
do  refer  to  the  Lamarr/ Antheil  patent 
as  the  generic  patent. 

Could  Hedy  Lamarr  have  played  the 
patent  game  differently  and  earned  a 
pile  of  royalties?  Possibly.  The  patent 
system  is  designed  to  protect  intellec- 
tual property  but  also  to  get  ideas  off 
the  chawing  board  and  into  the  world. 


WaJier  Calahan 


Mathematician  Marian  Chew 
There  are  legal  problems. 

Lamarr  and  Antheil  basically  ignored 
their  patent  once  they  solved  their 
problem.  Patent  lawyers  advise  pat- 
enting improvements  on  an  original 
concept  as  one  way  to  extend  patent 
protection  beyond  the  original   17- 


Television  pioneer  Philo  T.  Famsworth 
Twenty  yean  ahead,  of  him  time. 

year  period. 

Lamarr,  six  times  divorced  and  now 
living  in  Miami  on  a  Screen  Actors 
Guild  pension,  can't  help  feeling  she's 
been  wronged.  "Never  a  letter,  never  a 
thank  you,  never  money,"  she  says.  "I 
don't  know.  I  guess  they  just  take  and 
forget  about  a  person." 

In  her  Hollywood  days,  Hedy  La- 
marr was  often  quoted  as  saying, 
"Any  girl  can  be  glamorous.  All  she 
has  to  do  is  stand  still  and  look  stu- 
pid." Glamorous  she  was,  but  stupid 
she  wasn't.  ■ 


The  sound  of  Lamarr 


Refreshed  after  a  swim  in  the  pool  at  her  apartment 
complex  in  Miami,  Hedy  Lamarr  picked  up  her 
telephone  and  politely,  but  firmly,  turned  down  a  re- 
quest for  an  interview  in  person.  She  also  declined  to 
let  us  send  a  photographer.  "I  still  look  good,  though," 
she  added  during  a  lengthy  phone  chat. 

Lamarr  is  hardly  a  recluse.  She  spends  evenings  play- 
ing cards  with  friends  and  watching  movies  on  her  vcr. 
"Jimmy  Stewart  just  wrote  me  a  picture  card — 'To  a 
wonderful  girl,'  it  said.  And  Rex  Reed  wants  me  to  go  to 
a  party  with  him  tonight.  He's  in  town." 

The  daughter  of  a  prominent  Viennese  banker,  La- 
marr (nee  Hedwig  Kiesler)  grew  up  a  self-described 
enfant  terrible.  She  gained  notoriety  while  still  a  teen- 
ager for  running  through  the  woods  naked  in  the  1933 
Czech  film  Ecstasy.  Shortly  afterwards,  she  married 
wealthy  arms  manufacturer  Fritz 
Mandl.  They  shared  a  25-room 
bimting  lodge  in  the  Austrian 
Alps,  were  chauffeured  around  in 
one  of  nine  cars  and  dined  off  gold 
plates.  Lamarr  broke  off  the  mar- 
riage after  three  years.  "I  couldn't 
be  an  object,"  she  says,  sounding 
rebellious  and  spry  at  age  75,  "so  I 
walked  out." 

After  abandoning  Vieima  in 
1937,  she  met  film  mogul  Louis  B. 
Mayer  in  London.  Mayer  paid  her 
$500  to  sign  a  seven-year  contract 
with  MGM,  shipped  her  to  Holly- 
wood and  rechristened  her  Hedy 
Lamarr.  At  her  peak,  in  the  Forties, 
she  earned  as  much  as  $250,000  a 


Miss  lumarr  rallying  troops 
"i  BtUl  look  good." 


picture,  starring  in  such  films  as  Vdjite  Cargo,  Samson 
and  Delilah  and  Comrade  X.  Over  two  decades,  she 
appeared  in  25  films,  starring  with  such  immortals  as 
Clark  Gable,  Claudette  Colbert,  Judy  Garland  and 
Spencer  Tracy. 

In  1942  Lamarr  patented  an  antijamming  radio  and 
gave  it  to  the  U.S.  government  as  her  contribution  to 
the  war  effort.  But  her  patent  wasn't  her  only  contribu- 
tion. During  the  war,  she  raised  $7  million  in  a  single 
evening  selling  war  bonds.  She  also  pursued  other  ideas 
for  inventions.  Howard  Hughes  once  lent  her  a  pair  of 
chemists  to  help  her  develop  a  bouillon-like  cube 
which,  when  mixed  with  water,  would  create  a  soft 
drink  similar  to  Coca-Cola.  "It  was  a  flop,"  she  says 
with  a  laugh. 

she  married  and  divorced  six  hus- 
bands, a  fact  which,  in  the  end,  left 
her  poorer.  "You  couldn't  live  with 
a  person,  in  those  days,  without 
being  married,"  she  says.  In  a  play- 
ful sendup  of  Greta  Garbo's  oft 
misquoted  line,  Lamarr,  who 
spoke  to  Forbes  before  Garbo's 
death  last  month,  said,  "I  didn't 
vant  to  be  alone." 

Lamarr  today  lives  comfortably, 
if  not  in  grand  style,  in  a  one-bed- 
room apartment,  supported  by  So- 
cial Security  and  a  pension  from 
the  Screen  Actors  Guild.  "1  should 
probably  sell  my  life  story  to  Ted 
Turner,"  says  the  film  goddess-in- 
ventor-patriot, "because  it's  unbe- 
lievable."—F.M. 
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Commentary  by  Peter  Huber 


COLLECT  CALL  FROM  AT&T 


AT&.T  has  a  new  credit  card,  good  for 
buying  not  just  calls  but  also  cab- 
bages and  Cadillacs.  Big  deal?  Bigger 
than  some  may  suppose. 

To  start  widi,  nobody  (at&.t  in- 
cluded) will  be  able  to  tell  anymore 
just  how  much  they're  paying  for  an 
AT&.T  call.  Use  the  at&t  card,  you 
get  a  10%  discount  off  tariffed  rates. 
You  don't  pay  any  annual  fee  for  the 
card — so  that  sort  of  makes  the  dis- 
count bigger,  right?  But  like  other 
card  companies,  at&.t  will  collect 
usurious  interest  on  unpaid  bal- 
ances. In  time,  other  fees,  fringes, 
and  freebies  will  creep  in  and  out. 

There  are  certairily  plenty  to 
copy.  MCI — whose  planned  merger 
with  Telecom  U.S.A.  will  boost 
MCi's  credit  card  operations,  too — 
gives  some  of  its  green  stamps  as 
frequent-flier  miles.  Another  credit 
card  company  runs  a  lottery:  Now 
and  again,  it  just  doesn't  charge  you 
for  a  purchase.  The  Discover  card 
offers  a  direct  credit  kickback  for 
shop-till-you-drop  buyers.  Silly 
gimmicks,  every  one  of  them. 

So  was  coinage,  when  invented  by 
King  Croesus  2,600  years  ago.  The 
coin  had  no  inherent  value.  It  was 
just  some  autocrat's  fancy  for  stan- 
dardizing, storing  and  transmitting 
financial  information.  Lenin  per- 
fectly understood  how  useless  cur- 
rency is:  He  recommended  gold  for 
lining  Utopia's  public  urinals. 

But  then,  no  one  quotes  Lenin 
anymore.  Any  medium  that  can 
store  and  transmit  information  se- 
cure against  corruption  and  coim- 
terfeit  is  a  valuable  commodity. 
Gold  is  excellent  because  it's  easy 
to  identify,  hard  to  coimterfeit  and 
in  pretty  much  fixed  supply.  With 
good  engravers  and  disciplined  cen- 
tral bankers,  goverrunents  can  im- 
bue even' paper  money  with  similar 
qualities'. 

But  beyond  these  old  familiars, 
what  else  is  as  secure  and  conve- 
nient? How  about  a  national  net- 
work of  secure  computers,  accessi- 
ble by  telephones,  which  are  far 
more  ubiquitous  than  cash  regis- 

Peter  Huber,  a  senior  fellow  of  the  Manhat- 
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ters?  As  Citicorp's  Walter  Wriston 
anticipated  years  ago,  the  financial 
institution  that  installs  electronic 
networks  for  accounting  will  soon 
discover  new  opportunities  in  com- 
munications. Thus  Merrill  Lynch 
finds  itself  owner  of  a  major  fiber- 
optic network  competing  with  New 
York  Telephone.  If  banks  can  be- 
come phone  companies,  phone 
companies  can  become  banks.  Mon- 
ey is  perhaps  the  oldest  medium  of 
systematic  commvmication.  Com- 
munication systems  are  now  the 
newest  medium  of  money. 

They  also  offer  something  im- 
precedented:  demand  accounts  de- 
noted in  miles  flown,  nights  slept, 
cimiulative  purchases  or  just  about 
anything  else.  In  some  respects,  the 
new  currencies  are  much  more  at- 
tractive than  the  old.  Marketing 
people  recognize  the  peculiar  allure 
tangible  rewards  sometimes  have 
over  cash  discounts.  But  more  im- 
portant, the  new  electronic  curren- 
cies are  attractive  to  anyone  looking 
to  escape  the  established  guardians 
of  the  old  coinage.  Anyone,  that  is, 
who  has  ever  battled  a  corporate 
accountant  or  government  biureau- 
crat,  who  has  ever  had  to  pay  tax, 
share  profit,  explain  costs  or  justify 
prices. 

AT&.T,  as  it  happens,  is  forced  to 
do  all  of  these  things  in  ridiculous 
excess.  Countless  Federal  Commu- 
nications Commission  accoimtants 
toil  daily  to  protect  consumers  from 
at&.t's  rapacious  greed — which 
means  making  sure  it  doesn't  cut  its 
prices  too  low.  What  will  the  bean 
counters  do  as  at&.t  moves  cus- 
tomers toward  electronic  accoimts, 
replete  with  convoluted  freebies? 
AT&.T  aside,  do  you  think  that  most 
people  who  incur  reimbursable 
business  expenses  on  their  Discover 
cards  report  the  subsequent  kick- 
backs to  either  their  employers  or 


the  IRS?  A  1%  kickback  is  small 
potatoes,  of  course;  so,  too,  are  the 
new-currency  accounts  for  frequent 
fliers,  chronic  callers  and  the  rest. 
Add  up  enough  small  potatoes, 
however,  and  eventually  you're 
talking  McDonald's. 

Yes,  the  new  currencies  entail 
some  risks.  At  one  point,  the  air- 
lines I  frequently  fly  began  behaving 
like  the  Bank  of  Brazil.  But  Gresh- 
am's  law — that  the  bad  money  will 
drive  out  the  good — ^need  not  apply 
when  the  currency  itself,  like  tele- 
phone service,  say,  is  something 
that  consvmiers  can  choose  among 
competitive  options.  Airline  mile- 
age inflation  was  quickly  halted  im- 
der  customer  protest. 

The  possibilities  of  the  new  elec- 
tronic currencies  are  boundless.  In 
collapsing  economies  like  Brazil's, 
ruined  by  inept  central  bankers,  the 
public  invariably  resorts  to  a  stable 
foreign  currency  or  to  barter.  Both 
traditionally  have  had  problems. 
Foreign  currencies  are  in  scarce  sup- 
ply; barter  is  terribly  cumbersome. 
New-age  communications,  howev- 
er, can  give  dramatic  new  velocity 
to  any  reliable  currency  at  hand. 
When  earnings  and  expenditures 
can  be  recorded  and  cleared  instant- 
ly, an  economy  can  function  just 
fine  on  a  greatly  diminished  supply 
of  real  money.  And  with  smart 
enough  networks,  it  becomes  easy 
to  clear  transactions  variously  de- 
noted in  groceries,  gasoline,  and 
hours  clocked  at  the  factory.  The 
telecommunications  bank  of  to- 
morrow will  be  able  to  handle  barter 
with  ease,  among  himdreds  of  ac- 
counts and  as  many  in-specie  cur- 
rencies, with  nothing  ever  reduced 
to  terms  that  old-fashioned  curren- 
cy cops  can  recognize  or  corrupt. 

In  the  1960s  movie  classic  The 
Graduate,  a  bewildered  Dustin  Hoff- 
man is  offered  one  word  of  avuncu- 
lar advice  for  his  postgraduate  fu- 
ture: Plastics.  He  opts  for  two  fine 
women  instead,  but  this  is  beside 
the  point.  In  a  world  where  money 
talks,  as  it  always  has  and  always 
will,  the  new  medium  of  exchange 
will  not  be  plastic.  It  will  be  fiber- 
optic glass.  And  at&t  has  more 
glass  than  almost  anyone.  ■ 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


As  the  hassles  of  flying  commercially 
mount,  more  bminess  travelers  than  ever 
are  chartering  their  own  wings  And  so  are 
well-heeled  vacationers 


Time  is  money,  too 


ue  of  the  in-flight  preparation  for  the 
meeting — which  is  what  the  trip  is  all 
about  in  the  first  place. 

And  note:  "Chartering  is  100%  tax 
deductible  as  long  as  it's  a  legitimate 
business  trip,"  says  Steven  Levitt,  a 
tax  manager  at  Price  Waterhouse  in 
Los  Angeles. 

Despite  widespread  corporate  cut- 
backs on  travel  expenses,  charter  air 
travel  has  been  holding  its  own  during 
the  last  three  years.  Measured  in  pas- 
senger miles,  chartering  actually  rose 
about  4%  from  1986  to  1989. 

"Once  executives  get  a  taste  of 


By  Rita  Koselka 


ATOP-LEVEL  Boston  cxccutive  and 
two  assistants  have  an  impor- 
k  tant  presentation  to  make  in 
Austin,  Tex.  on  a  Thursday.  Can  they 
justify  chartering  a  private  jet? 

Conventional  wisdom  says  no 
way — that  the  charter  is  ridiculously 
expensive.  But  that  depends  on  how 
they  value  their  time. 

Suppose  the  executive  and  her  as- 
sistants fly  commercially.  They  will 
depart  Boston's  Logan  Airport  at  6:30 
a.m.,  endure  a  two-hour  layover  in 
Atlanta  and  arrive  in  Austin  at  1  p.m. 

The  meeting  will  last  too  long  to 
make  the  5:15  p.m.  return  flight,  so 
the  trio  will  have  to  spend  the  night  in 
Austin.  Even  if  they  catch  the  first 
flight  out  at  6:05  in  the  morning,  they 
won't  get  back  to  Logan  until  after 
noon  the  next  day. 

Cost?  Assuming  first-class  travel  at 
$1,430  each,  plus  $200  per  person  for 
meals  and  hotel,  about  $4,900. 

Now  suppose  they  charter  a  Learjet 
instead.  It  accommodates  up  to  six 
passengers  and  can  depart  from  un- 
congested  Hanscom  Field,  20  minutes 
outside  Boston,  early  Thursday  morn- 
ing. It  arrives  in  Austin  well  before 
lunch.  En  route,  the  team  hones  its 
presentation  and  arrives  sharp. 

The  charter  crew  waits  until  the 
meeting  is  over  and  zips  back  to  Bos- 
ton the  same  evening. 

The  cost  of  the  charter?  About 
$12,000 — more  than  double  what  the 
commercial  flights  cost.  But  that 
doesn't  count  wasted  travel  time. 


Flight  Services  Group's  Gulf  stream  11,  in  Bridgeport,  Conn. 
At  your  heck,  and  call,  for  ahovU  $3,700  an  hottr. 


IlKHuumptii  &,  Pocr  Orcipii 


While  travel  consultants  have  dif- 
ferent formulas  to  price  executive 
time,  one  of  the  most  common  is  to 
divide  the  gross  revenues  of  a  mana- 
ger's department  by  annual  time  on 
the  job.  Say  the  Boston  executive  runs 
a  department  with  $5  million  in  sales 
and  spends  2,000  hours  a  year  on  the 
job.  So  her  time  is  worth  $2,500  an 
hour.  Factor  in  the  4  hours  of  wasted 
time,  and  the  commercial  flight  cost 
jumps  to  $14,900— about  $2,900  more 
than  chartering.  And  these  calcula- 
tions do  not  include  the  extra  wear 
and  tear  on  the  executive,  the  time 
wasted  by  her  associates,  and  the  val- 


chartcr,  they  never  want  to  go  back  to 
commercial,"  says  Ruth  Mollor,  a 
manager  at  Teterboro,  N.J. -based  Jet 
Aviation,  which  manages,  maintains 
and  charters  aircraft.  "They  fmd  a 
way  to  justify  it — the  time  they  save, 
the  additional  work  they  can  do." 

In  fact,  more  affluent  individuals 
are  turning  to  charter  for  personal 
travel,  too.  "About  25%  of  our  busi- 
ness is  now  from  private  individuals," 
says  Michael  Hamilton,  an  account 
executive  at  Flight  Services  Group  of 
Bridgeport,  Conn.  The  reason  is  con- 
venience. Even  on  a  busy  holiday 
weekend,  it's  often  possible  to  charter 
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a  jet  with  only  an  hour's  notice.  Small 
wonder:  The  cost  of  chartering  a  six- 
passenger  Learjet  from,  say,  Bridge- 
port, Coim.  to  Aspen,  Colo,  for  a  long 
weekend  (leaving  early  Friday,  return- 
ing Sunday)  comes  to  about  $15,000, 
or  $2,500  each  for  six  travelers.  But 
they  do  get  onto  the  slopes  by  Friday 
afternoon. 

The  charter  fleet  now  numbers 
around  7,000  nationally,  and  it  is 
growing.  Many  corporations,  caught 
in  the  wave  of  streamlining,  merger 
and  restructuring,  are  selling  all  or 
parts  of  their  air  forces. 

Also,  companies  with  their  own 
fleets  are  paring  costs  by  making  their 
own  planes  available  for  charter, 
through  aircraft  management  compa- 
nies such  as  Jet  Aviation  in  Teterboro, 
U.S.  Jet  in  Washington,  D.C.  and 
Flight  Services  Group  in  Bridgeport. 
These  aviation  companies  also  main- 
tain the  aircraft,  arrange  for  crews  and 
take  care  of  all  the  certification  and 
financial  paperwork.  They  can  get 
economies  of  scale  individual  fleet 
owners  carmot — on  such  things  as 
hangar  space,  flight  and  maintenance 
crews,  fuel  and  spare  parts.  Claims 
William  McKenna,  president  of  U.S. 
Jet,  "Combined  with  chartering  out 
the  aircraft,  on  average  we  reduce  the 
cost  of  owning  and  operating  a  plane 
50%  for  its  owner,  sometimes  as 
much  as  70%." 

Experts  say  that  if  a  company  can't 
make  use  of  a  plane  at  least  300  to  400 
hours  a  year,  it  doesn't  need  to  own  it. 
On  the  other  hand,  if  it  uses  that 
plane  over  600  hours  a  year,  it  proba- 
bly doesn't  have  enough  free  time  to 
make  it  available  for  charter. 

Many  aircraft  management  compa- 
nies also  offer  clients  the  chance  to 
swap  aircraft. 

Finding  a  charter  company  is  usual- 
ly easy — just  look  in  the  Yellow 
Pages.  A  more  comprehensive  souce 
is  The  Air  Charter  Guide  (Write  55  B. 
Reservoir  St.,  Cambridge,  Mass. 
02138.  Price:  $140  a  year.) 

Prices  for  charter  depend  on  the 
type  of  aircraft,  the  length  of  the  jour- 
ney, the  number  of  stops,  the  airport, 
and  the  region  (see  right).  To  cut  costs, 
companies  can  often  make  a  "block 
time"  arrangement  with  a  charter  op- 
erator, guaranteeing  a  certain  number 
of  hours  a  year  in  return  for  a  signifi- 
cant discount. 

"Charter  and  aircraft  management 
companies  have  given  companies 
more  alternatives  for  corporate  travel 
and  hopefully  made  what  we  called 
the  'Marge-get-me-a-jet'  syndrome 
obsolete,"  says  The  Air  Charter  Guide's 
publisher,  Fred  Gevalt. 


Heavy  metal 


Range 
Houily  late       Seating*  in  miles 


Lai^Jets 


Challenger  600 


$3,400 


Falcon  50 


3,000 


Gulfstream  II 


3,700  11-12 


Gulfstream  IV 


4,500 


14-16 


Midsize  Jets 


Citation  III 


2,200 


Falcon  200 


Hawker  700 


Small  Jets 


Citation  I 


1,000  6-7 


Lear  35 


Noqjets 


Beach  Baron 
twin  engine 


275 


Bell  JetRanger 
helicopter 


500 


King  Air  200 
turboprop 


800 


8-12 


Piper  Navajo 
-twin  engine 


360 


7-9 


2,400 


3,100 


3,000 


4,900 


7-8  2,400 


2,500  8-9  2,200 


2,300  7-8  2,200 


1,300 


1,450  6-8  2,000 


1,000 


385 


1,600 


1,000 


'May  differ  depending  on  configuration. 


Sources:  Executive  Jet  Aviation;  The  Air  Charter  Guide. 


Renta-plane  rates 


Charter  prices  depend  on  the 
charter  operator,  type  of  air- 
craft and  distance  flown.  Almost 
all  chartering  is  round-trip.  On 
smaller  aircraft — a  Beech  Baron, 
for  example — there  is  usually  a 
waiting  fee  of  $50  to  $100  an  hour. 
On  larger  jets  ("heavy  metal"  in 
the  trade),  there  is  also  a  minimum 
flight  time,  typically  two  hours  per 
day.  Customers  also  pay  for  over- 
night stays  for  the  crew,  as  well  as 
for  in-flight  catering,  limousine 
fares,  airport  landing  fees  and  tax- 
es. Aiid  there  is  an  8%  state  excise 
tax  on  all  charter  fares. 


Your  geographical  location  also 
affects  the  price,  particularly  in 
smaller  aircraft,  which  have  only  a 
regional  flight  range.  The  North- 
east is  the  most  expensi  'e  place  to 
rent,  primarily  because  of  higher 
demand;  the  middle  of  the  country 
is  the  cheapest.  Note:  In  Florida  it 
can  be  very  difficult  to  charter  a  jet, 
thanks  to  drug  dealers  who  have 
stolen  too  many  of  them  and  have 
driven  insurance  costs  into  the 
stratosphere. 

Shown  above  are  most  types  of 
aircraft  available  and  typical  costs 
per  flight  hour. — R.K. 
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In  the  near  future,  the 
acquisition  of  all  the  public 
■•  shares  of  Shearson  Lehman 
Hutton,  recently  announced 
by  American  Express,  will  be 
completed.  It  is  a  watershed 
event  for  us,  marking  both  the 
end  of  the  1980s  and  a  new 
direction  on  Wall  Street  for 
the  1990s. 


SHEARSON  AT  A  GLANCE 

America's  2nd  largest  investment 

networti,  with  10,000  Financial 

Consultants  in  450  offices. 

Total  assets  in  clients'  accounts 
stand  at  $180  billion. 


The  standards  of  excel- 
lence in  our  industry  are 
changing.  Leadership  in 
this  decade  will  be  earned 
by  the  investment  firm  that  is  most  at- 
tuned to  the  needs  of  each  client,  that 
most  consistently  adds  value  to  every 
transaction,  and  delivers  quality  second 
,  to  none. 

We  intend  to  be  that  firm. 

As  a  full  member  of  the  American 
Express  family,  Shearson  Lehman  Hutton 
will  be  even  more  customer-focused  —  in  the 
unique  tradition  of  American  Express. 

Jlie  appointment  of  Howard  L.  Clark, 
Jr.,  recently  Chief  Financial  Officer  of  the 


A  continuing  leadership  position 
in  4  core  businesses: 

Individual  Investor  Services 

Investment  Banking 

Capital  Markets 

Asset  Management 


"Client  needs  will  be 
paramount  — as  defined  by 
each  client, "  says  Mr.  Clark. 
"If  the  shoe  doesn't  fit,  it 
stays  on  the  shelf" 


American  Express  Chief 
Executive  James  D.  Robin- 
son III  has  made  it  clear  that 
the  quest  for  quality  will  be 
unwavering.  We  will  continu- 
ously upgrade  our  methods 
and  procedures  in  a  relent- 
less commitment  to  excel- 
lence. As  each  new  standard 

is  put  in  place,  and  met,  we  will  raise  the 

bar  all  over  again. 

These  values,  coupled  with  the  abundant 
energy  and  talent  resident  at  Shearson,  will 
make  this  firm  unique  in  its  field. 

We  believe  our  financial  consultants  are 
the  best  in  our  industry.  Counted  among  our 
investment  bankers,  asset  managers,  and  cap- 
ital markets  specialists  are  the  keenest  finan- 
cial minds  in  business.  All  now  energized  by  a 
new  sense  of  direction  and  leadership. 

For  140  years,  anticipating  and  exceed- 


American  Express  Company,  to  the  Chief    ing  customer  needs  have  produced  uncom- 


Executive's  post  at  Shearson  is  a  clear  signal 
that  the  same  standards  of  leadership,  pru- 
dence, customer  focus, 


SHEmSON 
LEHMAN 
HUTTON 

An  American  Express  company 


»MEBI(AN| 

■pikwess 


service  quality,  and 
financial  performance 
that  guide  other  Amer- 
ican Express  oper- 
ations will  also  be 
Shearson  hallmarks. 


mon  results  for  the  stakeholders  of  Amer- 
ican Express.  We  are  convinced  that  when 
the  story  is  written  of 
the  new  Shearson,  it 
will  be  this  "service 
ethic"— in  the  long 
tradition  of  American 
Express  —  that  will  tell 
the  tale. 
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Collectors 


One  way  to  tour  the  development  of  the 
modem  American  economy  is  to  collect 
old  pin-back  advertising  buttons  that  com- 
panies used  to  promote  products. 


Messages 
that  stuck 


By  Neal  Santelmann 


-W^s 


A  CENTURY  AGO  manufacturers  and 
.promoters  of  everything  from 
field  plows  to  gunpowder  to  exposi- 
tions got  their  messages  across  to  con- 
sumers with  bright,  colorful  pin-back 
buttons.  (The  celluloid  pin- 
back  buttons,  patented  in 
1896  by  now-defunct 
Whitehead  &  Hoag  of 
Newark,  N.J.,  were 
called  pin-backs  be- 
cause they  had  pins  on 
their  backs  and  could  be 
pinned  on  clothing.)  Mil- 
lions of  Americans  wore 
the  buttons.  "They  were  a 
fad,  just  like  you  see  kids  with 
rock-star  buttons  today,"  says  E^ 
mund  Sullivan,  director  of  the  Muse- 
um of  American  Political  Life  at  the 
University  of  Hartford. 

Lively  and  often  whimsical,  the 
pin-backs  were  the  only  way  most 
folks  ever  got  to  see  color  pictures  of 
products  and  of  political  candidates. 

Old  political  buttons  have,  of 
course,  been  the  object  of  collectors' 
desires  (and  money)  for  many  years. 
Prices  keep  escalating.  In  December, 
for  instance,  a  1904  Teddy  Roosevelt 

button  sold  for  $18,000. 

By  comparison,  most  old, 
nonpolitical     pin-backs 
can  often  be  had  for 
$20    to    $100    each 
from  mail-order  auc- 
tioneers   and   at   an- 
tique shows  and  flea 
^markets.  Even  rare  pin- 
backs  usually  cost  un- 
der $500. 


In  terms  of  prices,  says  Al  Ander- 
son, a  Troy,  Ohio-based  mail-order 
auctioneer,  "Nonpolitical  buttons 
will  always  be  the  weak  sister  of  the 
politicals,  but  they've  strengthened 
considerably.  Twenty  years  ago  the 
ttitude  was  you  were  lucky  if  you 
could  unload  this  junk." 

To  collect  old  advertis- 
ing buttons  is  to  tour  the 
formation  of  the  U.S. 
economy.  Most  plug 
companies,  products 
and  services  that  have 
long  since  faded  from 
memory:  Yum  Yum 
bread,  Dustbane  cleaner. 
Roper  snowsuits,  Ray- 
mond's pectoral  plaster, 
the  Studebaker 
Bros.'  WhaleBone  Wagon 
buggies,  the  Browniekar 
for  kids  by  the  Omar  Mo- 
tor Co.,  the  German 
American  Savings  & 
Trust  Co.  of  Pittsburgh, 
and  so  on  and  on,  down 
one  dusty  aisle  of  business 
history  and  up  the  next. 

But  some  old  buttons  pro 
mote  corporate  names  still 
ognizable  today.  A  tum-of-thc-centu 
ry  Du  Pont  button,  for  example,  pic- 
tures exploding  tree  stumps  and  reads 

PROSPERITY  FOLLOWS  DYNAMITE — RE- 
MOVE  STUMPS    &.    BOULDERS.    A    latC- 

1890s  H.J.  Heinz  Co.  button  shows  off 
the  pKkler's  maju  plant:  floor  arla 
9  Acu-s  And  an  early  button  from 
retailer ;o;-^ti<ir!  V.u  !:  'currenrly apart 
of  Campe.:  oter  11  pro- 

ceedings) depicts  a  '^■  rncd,  smil- 

ing teddy  bear. 


How  many 
different  im- 
ages and  logos 
have  appeared 
on  pin-backs 
over  the  last 
century?  It's  im 
possible  to  say 
Phil  Shimkin,  a  tele- 
vision producer  in  Tea- 
neck,  N.J.,  has  amassed  about  30,000 
different  buttons  since  he  began  col- 
lecting in  the  1960s,  including  enter- 
tainment, advertising  and  political 
pin-backs.  And,  he  says,  collec- 
tions surpassing  100,000  are 
not  unheard  of. 

Because  of  the  way  in 
«^^j4  which  the  buttons  were 
»  first  produced,  those 
made  prior  to  World  War  I 
are  generally  most  prized 
by  collectors.  Staff  artists 
created  original  button 
artwork,  used  company  logos  or 
put  a  customer's  name  on  stock  de- 
signs. The  images  were  then  printed 
on  paper  by  a  chromolithographic  pro- 
cess, which  added  a  sheen  to  the  sur- 
face and  brought  out  the  colors.  Thin, 
clear  sheets  of  celluloid  were  then 
applied  to  the  front  of  the  button. 

But  chromolithography  was  rela- 
tively expensive,  and  as  manufactur- 
ers began  to  use  cheaper  methods,  the 
colors  on  the  celluloid  buttons  lost 
their  vibrancy.  After  World  War  I, 
many  manufacturers  began  printing 
artwork  directly  on  the  buttons.  But 
the  colors  were  muted  and  the  sur- 
faces were  more  susceptible  to 
scratches. 

"Before  the  war  there  was  color  for 
color's  sake,  lots  of  pizzazz  and  tre- 
mendous creativity,"  says  Robert 
Fratkm,  a  vice  president  of  in- 
vestments at  Shearson  Leh- 
man Hutton  in  McLean, 
Va.  and  an  avid  collector 
who  has  traced  the  his- 
tory of  the  buttons'  man- 
ufacture. Fratkin  notes 
that  even  the  1920  and 
1924  political  buttons 
O'^'  were  dull  in  comparison 
with  the  buttons  of  the  prewar 
campaigns. 

It's   the   colors  of   the 
older,  pre-WWI  advertis- 
ing pin-backs  that  at- 
tract    collectors     like 
John  Pianowski,  43,  a  fi- 
nancial  consultant   in 
Tilton,    N.H.     'Buttons 
are    miniature    works    of 
art,"    he    says.     "I've    never  i 

shown  my  collection  to  anyone  who 
hasn't  been  enthralled  by  them." 
Pianowski  s  collection,  which  num- 
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bers  around  1,500,  includes  such  rar- 
ities as  a  Flintkote  Roofing  button 
featuring  a  cartoon  of  a  black  cat,  cir- 
ca 1905,  and  a  Pyramid  Soap  Powder 
pin-back  showing,  naturally,  the 
Pyramids. 

Pianowski  was  working  on 
his    collection    of    political 
buttons    when    he    came 
across      advertising      pin- 
backs  at  a   1976  button 
show.  "I  just  went  crazy," 
he  recalls.  "My  whole  life 
became  devoted  to  finding 
these  things.  I  traveled  to  the 
ends  of  the 

earth  in  search  of 

ones,  and  my  job 

just     something 

made  me  money 

could  go  out  and 

more." 

Indeed,  nowadays  it  can 
take  a  lot  of  searching  to  un- 


new 
was 
that 
so  I 
find 


cover  real  finds.  Flea  markets 
and  antique  shops  have  been 
well  picked  over,  and  are  like- 
ly to  yield  only  war  bond  and 
other  low-end  buttons  that  were 
cranked  out  by  the  millions. 

Most  of  the  better  examples  of 
advertising  buttons  are  now 
sold  through  mail-order 
auctioneers,  who  advertise 
their  wares  in  catalogs 
and  sell  to  the  highest  tele- 
phone bidders.  Among  the 
major  mail-order  auction- 
eers: Hake's  Americana  8k 
Collectibles,  P.O.  Box  1444, 
York,  Pa.,  17405,  717-848-1333; 
Al  Anderson,  P.O.  Box  644,  Troy, 
Ohio,  45373,  513-339-0850;  and  Bob 
Coup,  P.O.  Box  348,  Leola,  Pa.,  17540, 
717-656-7780. 

One  good  source  for  shows  and  oth- 
er collectors — even  of  nonpolitical 
buttons — is  American  Political  Items 


^><  CH^/5 


Collectors,  P.O.  Box 
340339,  San  Antonio,  Tex. 
78234,  512-655-8277. 
To  get  an  idea  of  what  they  look 
1  color,  pick  up  a  copy  of  Collectible 
Pin-Back  Buttons:  1896-1986,  by  Ted 
Hake  and  Russ  King,  $45, 
through  Hake's  Ameri 
cana  &.  Collectibles. 
Caution:  Prices  are  out 
of  date,  but  you'll  still 
get  an  idea  of  what's 
available. 

"When  you  see 
what  they  did  with  all 
those  color  tones,  su- 
perimposed and  lined  up 
beautifully  just  to  advertise 
something  like  axle  grease,  it's  really 
remarkable,"  says  collector  Bob  Ka- 
lish,  45,  an  associate  medical  director 
with  Pfizer  Pharmaceuticals  in  New 
York.  "Buttons  are  an  aspect  of  a  van- 
ished American  culture." 


Gentlemen,  start  your  gavels 


Tlwo  of  the  world's  most  illustrious 
Ferraris  will  be  pitted  against  each 
other  in  Monte  Carlo  in  late  May.  But 
they  won't  be  racing — the  contest 
will  be  waged  at  the  auction  block.  At 
stake  is  the  title  of  World's  Most  Ex- 
pensive Car. 

Behind  the  wheel  of  the  1962  Fer- 
rari 250  GTO  Berlinetta  is 
Sotheby's,  which  esti- 
mates its  red  Ferrari  will 
fetch  between  $1 1  million 
and  $14  million.  Mean- 
while, Christie's  expects 
its  1957  Ferrari  315S  to 
bring  "more  than  $12  mil- 
hon."  The  current  record 
price  paid  for  an  automo- 
bile is  about  $15  million, 
by  a  Japanese  collector  in 
a  private  sale  last  year. 
The  car:  another  1962  Fer- 
rari 250  GTO.  At  those 
prices  each  of  these  cars  is 
hterally  worth  well  over 
its  weight  in  gold. 

The  auctions  will  be 
held  a  day  apart,  on  May 
21  and  22,  as  an  aperitif  to 
Grand  Prix  week. 

Both  cars  have  noble 
racing  provenances.  The 
315S  being  offered  by 
Christie's  has  a  3.8-liter 
engine  and  was  one  of 
only  five  built.  It  was 
raced  by  champions  such 
as  Mike  Hawthorn  and 
Maurice  Trintignant. 

Sotheby's     250     GTO, 


one  of  36  built,  competed  in  major 
races  in  Europe  from  1962  through 
1965,  ending  its  racing  career  with  a 
victory  in  the  Paris  Grand  Prix. 

To  whet  interest  in  the  auctions, 
both  Ferraris  have  been  crisscrossing 
the  world,  from  Tokyo  to  Hong  Kong, 
to  New  York  and  Paris,  just  missing 


Worth  their  weight  in  gold:  Sotheby's  1962  Ferrari  250  GTO 
(top)  and  Christie's  1957  Ferrari  315S 


each  other  by  chance  or  by  shrewd 
promotion. 

Which  auction  house  announced  a 
Monte  Carlo  auction  first?  Christie's, 
which  obtained  the  rights  to  sell  the 
315S  in  January,  can  take  that  credit, 
even  though  its  auction  is  a  day  later 
than  Sotheby's.  Sotheby's  car  is 
owned  by  Robert  M.  Rubin,  an  Ameri- 
can collector  who  is  also  proprietor  of 
the  car  racing  track  at  Bridgehamp- 
ton,  on  New  York's  Long 
Island. 

Which  car  will  fetch  the 
most,  and  probably  set  a 
world  record  in  the  ham- 
mer war?  Sotheby's 
claims  an  edge.  "Our  car 
is  more  versatile,"  says  a 
spokesperson.  "It's  suit- 
able for  track  racing  and 
touring — it  has  luggage 
space." 

If  you  can't  make  the 
Monte  Carlo  auctions, 
luckily  you'll  get  another 
chance  at  buying  an  eight- 
figure  Ferrari  later  on  this 
summer. 

On  Aug.  20  Christie's  is 
staging  a  major  auction  of 
racing  and  vintage  cars  at 
Pebble  Beach,  Calif.  On 
the  block  will  be  a  1958 
Ferrari  335S  Speciale  V- 
12,  the  only  surviving 
model  of  six  built.  It's  es- 
timated that  the  car  will 
fetch  $9  million  to  $10 
million,  depending  upon 
how  things  go  in  Monte 
Carlo. — Christie  Biown 
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This  year  there  are  a  lot  of  new  Cars  being  introd^p;  that  are  claiming  to  combine  the  virtues  ol  luxury  an 
performance  in  a  way  that  has  neve^^^^cione  b^jl^  . 

^"'"'^  '.the  Acura  I xgend  Sedan.  And  evidently.  weV« 

.  Ms  been  ranked  number  one- in  both  produt 

quality  and  dealer  service-in  the  J.D.  Pov^&A:^cij^S^Hl^ Satisfaction  Index.'  *  "^ 

.  Which  just  goes  to  prove  one  thing.  While  these^^SH|^BI|tek^alikL*s  are  busy  trying  to  build  an  imprc 
"^    image,  we've  been  busy  building  an  impressivo^c^l^M^^^^Hj^bit  as  exciting  to  drive  as  it  is  to  own.  I 


^'IMtiti  ttfAnwrifun  Ihttuhi  MoUirC  <i  hu     Uuni  ,inJ  I  *:<  n-'  iin  uriiilinuirk\  iflUnhtit  \fi<l(>t  (,(A-iV(^ 


Kvumit^i  u\iutttii  \ifit,un>^>  h'.l,  ^  '  ><iih r'">if' •tifif'"  ■*"././.. lA. 


'mM6m%     ■■■■.^-  ■  4^y  mk. 


THE  ACURA  LEGEND  SEDAN  WAS 


EFFEOrON  OUR  COMPETITION. 


Theres  nothing  quite  like  the  smooth,  responsive  performance  of  the  Legend,  with  its  race-bred  24-valve 
^  engine  and  its  double  wishbone  suspension  system.  Or  the  confidence  and  control  of  Honda- designed  safety 
Ktures-an  Anti-Lock  Braking  (ALB)"  svstem  and  a  standard  drivers  side  airbag  (SRS). 
I  Of  course,  the  choice  is  entirel\  up  to  \'0u.  You  can  drive  the  Acura  Legend  Sedan, or  one  of  its  many  copies, 
t  before  \ ou  make  vour  decision'ma\'  we  suggest  you  forgo  an  expensive  imita-    ^  j—  ■   J  rni  J\ 
\ n  \\ hen  the  original  is  well  w ithin  \our  reach.  "  .^* — •  ^--^  '    J*  ^"^ 

For  mi^re  information  or  the  dealer  nearest  you.  call  1-800-TO-AClJRA.    Pimsion  cmfted jwrformance. 


Careers 


Jerry  Burke  and  his  team  of  retired  CIA 
operatives  will  go  almost  anywhere 
around  the  world  and  look  into  almost 
anything  for  their  corporate  clients. 


Resume  for  a  spy 


By  James  Drammood 


GERARD  P.  Burke's  resume  looks 
like  something  out  of  a  Tom 
Clancy  novel.  He  started  out 
as  an  officer  on  an  aircraft  carrier.  He 
then  transferred  to  Naval  Intelligence 
and  was  handed  a  choice  assignment 
at  the  National  Security  Agency.  By 
the  time  he  was  35,  he  was  an  expert 
on  Soviet  missiles  and  had  risen  to 
near  the  top  of  nsa  as  civilian  chief  of 
staff.  In  1969  President  Richard  Nix- 
on appointed  Burke  executive  director 
of  the  President's  Foreign  Intelligence 
Advisory  Board  to  evaluate  worldwide 
spy  operations. 

Burke  left  the  government  in  1978, 
but  he  still  ventures  out  into  the  field 
as  a  civilian  freelancer.  On  one  recent 
assignment,  the  60-year-old  spent 
weeks  trudging  through  impoverished 
neighborhoods  around  Port-au- 
Prince,  Haiti,  trying  to  track  down  the 
arsonist  who  torched  a  local  food-pro- 
ce'^sing  factory.  He  felt  unwelcome, 
to  say  the  least.  But  he  got  his  man, 
who  turned  out  to  be  the  factory 
owner's  25-year-old  son.  Burke's  de- 
tective work  saved  his  client,  a  British 
insurance  company,  from  paying  an 
$8  million  claim. 

For  most  of  his  life,  Burke  thought 
he  wanted  to  be  a  lawyer.  While  work- 
ing for  the  NSA,  he  attended  George- 
town University  Law  School  at  night. 
After  leaving  government  service,  he 
spent  six  years  working  as  a  lawyer  in 
Washington,  representing  aircraft 
leasing  companies.  But  he  found  that 
being  a  lawyer  "was  often  boring." 
And  he  knew  why  he  didn't  want  to 
go  back  into  government  work:  "It's 
nice  to  be  outside  the  bureaucracy, 


with  the  freedom  to  do  things  the  way 
they  should  be  done,  not  the  way  the 
bureaucracy  says." 

So  in  1984  Burke  founded  Parvus 
Co.,  a  private  investigation  firm  based 
in  Silver  Spring,  Md.  Setting  up  shop 
in  a  modest  office  in  the  Washington, 
D.C.  suburb,  Burke  surrounded  him- 
self with  what  he  considers  the  top 
echelon  of  retired  U.S.  intelligence 
people — a  small  Central  Intelligence 
Agency  for  hire. 

Parvus'  forte:  international  intelli- 
gence work  for  U.S.  corporations.  One 
of  the  company's  staple  products  is 
country  risk  reports  that  outline  the 
political  and  economic  lay  of  the  land 
in  a  particular  country.  Each  report 
costs  from  $5,000  to  $36,000,  with  the 
higher  price  including  a  year's  worth 
of  weekly  updates.  Parvus  employs  40 
associates  on  a  contract  basis,  many 
of  whom  specialize  in  one  country  or 
region.  Parvus  charges  about  $125  an 
hour  and  currently  has  20  clients. 
Burke  says  annual  revenues  exceed  $1 
million,  and  the  firm  employs  about 
ten  full-time  professionals. 

Burke  says  his  salary  isn't  that 
much  more  than  the  $  100,000  or  so  he 
figures  he  could  make  in  government. 
But  he's  into  other  things,  too.  In  ad- 
dition to  Parvus,  Burke  also  runs  a 
company  called  Information  Security 
International,  based  in  nearby  Annap- 
olis Junction,  Md.  The  company,  with 
about  20  full-time  employees,  special- 
izes in  computer  and  telephone  secu- 
rity. And  he  owns  a  firm  called  Jerico 
International,  a  Bermuda  company 
that  does  insurance  investigations. 

As  head  snoop,  one  of  Burke's  most 
valuable  resources  is  his  thick  Rolo- 
dex o^  v"x-spit  ~  ,100  foreien  contacts  he 


met  while  touring  the  world  evaluat- 
ing U.S.  intelligence  operations. 

Burke's  pitch  to  American  business 
is  simple:  While  foreign  governments 
routinely  share  intelligence  informa- 
tion with  their  corporate  counter- 
parts, Burke  says,  the  U.S.  govern- 
ment provides  American  businesses, 
with  little  help.  To  Burke,  that  sug- 
gests American  companies  must  hire 
their  own  spies  to  collect  "economic 
intelligence." 

Burke  says  his  associates  arc  a 
Who's  Who  of  U.S.  foreign  intelli- 
gence operatives.  One  such  is  John  H. 
Waller,  a  Parvus  associate  who  was 
CIA  inspector  general  from  1976  to 
1979,  having  previously  served  with 
the  CIA  in  Tehran,  Cairo  and  Calcutta. 
Then  there  is  Thomas  Polgar,  former 
chief  of  six  cia  field  offices  and  the 
last  CIA  chief  of  station  in  Vietnam. 

At   times,   Burke's   operatives  arc 
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Breton  Linlehales 


Gerard  P.  Burke,  clxiirman  ofPari'us  Co. 

Convincing  American  corporations  to  guard,  against  dirty  tricks. 


asked  not  only  to  assess  foreign  politi- 
cal climates  but  also  to  ferret  out  cor- 
ruption within  a  company's  ranks.  A 
classic  problem:  competitors  bribing 
employees  for  proprietary  pricing 
data.  One  major  U.S.  heavy  equip- 
ment maker  recently  hired  Burke  to 
find  out  why  it  was  consistently  un- 
derbid by  Its  Japanese  rival.  Burke 
found  that  the  Japanese  had  been  get- 
ting bid  information  in  advance  by 
bribing  an  employee  of  the  U.S.  com- 
pany. On  another  assignment,  Parvus 
operatives  broke  up  a  ring  of  ex-spies 
working  for  an  Italian  company;  the 
ring  had  been  paying  an  employee  of  a 
Dutch  mining  company  to  get  crucial 
pricing  information. 

When  it  comes  to  tightening  securi- 
ty inside  a  corporation,  Burke's  people 
recommend  encoded  telephone  trans- 
missions, better  computer  security 
and  detailed  background  checks  on 


employees. 

Burke  gets  a  lot  of  business  from 
insurance  companies,  like  the  one 
that  sent  him  to  Haiti  to  investigate 
the  factory  fire.  In  one  recent  case,  an 
ex-CIA  man  working  for  Burke  spent 
months  in  Ecuador  befriending  the 
chief  operating  officer  of  a  large  min- 
ing company  suspected  of  a  $30  mil- 
lion insurance  fraud.  To  get  chummy 
with  the  fellow,  the  Parvus  agent 
spent  time  shrimp  farming,  which 
was  the  executive's  hobby.  With  evi- 
dence of  fraud  in  hand,  the  insurance 
company  negotiated  a  much  reduced 
claim  payment. 

An  Oklahoma  oil  company  pays 
Parvus  to  protect  its  U.S.  workers  on  a 
pipeline  project  in  Colombia.  The 
project,  ruiming  through  the  Magdale- 
na  Valley,  is  crawling  with  leftist 
guerrillas.  Burke  sent  three  ex-ciA 
field  agents  to  train  100  local  sentries 


for  the  job.  The  bill  from  Parvus? 
About  $100,000. 

Parvus'  largest  job  to  date  was  a 
$500,000  fraud  investigation  of  a  ship- 
ping company.  Chasing  leads  through 
a  dozen  countries.  Parvus  agents 
found  that  the  shipping  firm  had  scut- 
tled its  own  ships  full  of  electronic 
goods  to  collect  the  insurance  money. 
The  investigation  saved  the  insurance 
firm  a  $15  million  claim.  Burke 
worked  on  that  case  himself  and,  as  is 
common  for  Parvus  agents,  alone.  He 
admits  it  can  get  ticklish  out  there  in 
the  field.  Says  Burke,  "It  gets  a  little 
lonesome  when  you're  trying  to  track 
down  a  source  in  some  obscure  sec- 
tion of  Hong  Kong." 

Why  take  such  risks?  "Once  I  got 
into  the  business  I  loved  it,"  he  says. 
"There's  little  monotony  in  the  intel- 
ligence business.  And  I'm  having  too 
much  fxm  to  retire."  ■ 
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"ORAxiON. 


A  MACHINE  THAT'S  GEARED 
TO  HELP  YOU  SUCCEED. 


On  your  way  to  the  top,  keep  your  eye  on  the 
bottom  line. 

To  succeed  in  business  today,  you  should  be 
geared  to  operate  on  a  solid  financial  founda- 
tion. Which  is  why  more  and  more  businesses 
rely  on  Xerox  Financial  Services. 

For  the  kind  of  business  insurance  you  can 
count  on,  you  want  insurance  from  Crum  and 
Forster.  Van  Kampen  Merritt  helps  structure 
solid  debt  funding  for  your  commercial,  health 
care  or  municipal  projects.  Middle  market 
companies  look  to  Furman  Selz  for  investment 
banking  with  a  creative  touch.  Xerox  Life  offers 
annuities  and  life  insurance  that  can  make  your 


dreams  for  retirement  a  reality.  And  with  Xerox 
Credit,  you  can  lease  or  finance  anything;  from 
new  furnishings  for  your  executive  offices  to  a 
single  Xerox  copier. 

It's  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with 
over  $19  billion  in  assets.  So  you  can  handle 
many  financial  needs  with  a  singular  standard 
of  excellence. 

And  that's  our  secret  for  your  success. 

To  find  out  how  The  Xerox  Financial 
Machine  can  help  you  succeed,  write  Xerox 
Financial  Services,  P.O.  Box  5000,  Norwalk, 
CT  06856. 
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Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Ck>urtroom  windfall 


Corporate  raider  Bennett  LeBow 
failed  last  year  to  take  over  Prime 
Computer,  leaving  his  wobbly  mai 
Basic  Four  with  a  $25  million  bill  for 
investment  banking  fees  and  related 
expenses.  And  Western  Union,  which 
LeBow  bought  less  than  three  years 
ago,  is  on  the  brink  of  bankruptcy. 

But  before  writing  off  LeBow,  look 
at  his* Liggett  Group,  Inc. — at  $501 
million  in  sales,  the  nation's  sixth- 
largest  tobacco  company.  In  March 
Liggett  won  a  $149  million  antitrust 
award  against  Brown  &.  Williamson 
Tobacco  Corp.,  a  subsidiary  of  Brit- 
ain's B.A.T  Industries;  B&W  is  seek- 
ing to  appeal  the  verdict. 

Liggett  began  the  suit  in  1984, 
when  it  was  owned  by  Grand  Metro- 
politan Pic's  U.S.  subsidiary.  LeBow's 
wholly  owned  L  Holdings  bought  Lig- 
gett in  late  1986  for  $148  miUion  and 
promised  to  share  evenly  any  award  in 
the  pending  suit.  But  then,  late  last 
year,  LeBow  offered  to  pay  all  of 
Grand  Met's  subsequent  litigation  ex- 
penses in  exchange  for  the  right  to 
keep  all  but  $16.5  million  of  any 
award.  That  should  cost  Liggett  no 
more  than  a  few  million  dollars. 

Not  that  Liggett  wasn't  a  nifty  in- 


vestment already.  LeBow  put  up  only 
$14  million  of  his  own  money  to  buy 
Liggett,  then  sold  17%  to  the  public 
for  $48  million  just  days  before  the 
market  crashed  in  October  1987. 
Since  the  stock  was  recently  at  lOVs, 
the  public  investors  still  aren't  even 
on  their  investment.  LeBow,  mean- 
while, has  cashed  at  least  $35  million 
in  dividend  checks  since  he  took  over. 
And  Liggett  pays  LeBow  $100,000  a 
month  for  consulting. 

If  Liggett's  award  from  B.A.T  is  sus- 
tained, LeBow  can  either  dividend  out 
the  windfall — and  personally  pocket 
$124  million  through  his  83%  stake — 
or  add  it  to  Liggett's  $82  million  in 
cash  and  its  $50  million  line  of  credit, 
which  is  earmarked  for  acquisitions. 
Any  chance  LeBow  will  sink  some  of 
the  award  into  rescuing  Western 
Union?  "Absolutely  not,"  he  huffs. 


Heir's  gambit 

Department  store  heir  Frederick 
(Ted)  Field,  37,  is  an  accom- 
plished investor  and  movie  producer 
(Three  Mefi  aru/  a  Baby,  Cocktail).  Now 
Field  is  turning  his  attention  to  chess. 


Chess  dximpion  Gany  Kasparov 
Can  he  go  HoUyniPOod.? 
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Corporate  raider  Bennett  LeBow 

No  relief/or  Western  Union  shareholders. 


huvslor  Ircilcnch  (Ted)  Tield 
Bringing  chess  to  the  masses. 

which  he  thinks  can  be  turned  into  a 
mass-market  sporting  event. 

In  October  Field's  World  Profes- 
sional Chess  Promotions,  Inc.  will 
manage  and  promote  the  World  Chess 
Championship,  a  ten-week  show- 
down featuring  defending  champion 
Garry  Kasparov  and  challenger  Anato- 
ly  Karpov.  Field's  plan  is  to  hold  the 
tournament  for  the  first  five  weeks  in 
Manhattan's  Hotel  Macklowe  and 
then  move  it  to  Lyon,  France  for  the' 
final  five  weeks. 

Field  hopes  to  popularize  the  game 
by  personalizing  it.  In  Garry  Kasparov 
he  has  good  material  to  work  with.  At 
27,  Kasparov  has  become  a  celebrity 
in  Europe,  where  fans  squeal  at  the 
mere  sight  of  the  darkly  handsome 
young  Russian.  Maybe  U.S.  audiences 
will  react  in  like  manner.  Kasparov 
has  just  signed  with  Creative  Artists 
Agency,  Hollywood's  top  talent  firm; 
commercials,  even  movies,  could  be 
in  the  works. 

An  avid  amateur  chess  player,  Field 
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has  put  up  about  $3  million  of  his 
own  money  and  is  himting  for  corpo- 
rate sponsors  to  underwrite  "Chess 
Minutes'' — snippets  from  matches 
that  could  be  broadcast  on  network 
television — or  perhaps  to  help  pay  for 
coverage  on  cable.  He  also  plans  to 
charge  admission — $1,000  a  head  to 
attend  all  five  weeks  in  New  York 
City.  Plans  for  a  documentary  are  in 
the  works  as  well. 

But  Field  is  far  from  checkmate. 
While  up  to  40%  of  French  tv  viewers 
watch  the  tournament  live,  past  U.S. 
coverage  has  aired  in  the  Nielsen 
wasteland  of  public  tv.  No  one  knows 
how  many  viewers  there  may  be,  nor 
how  loyal  they  are.  If  nothing  else. 
Field's  endeavor  may  answer  those 
questions. — Peter  Newcomb 


New  ^an  for  hire 

As  pension  fund  managers  exert  in- 
icreasing  influence  on  corporate 
America,  Robert  Monks  is  a  name 
you'll  likely  hear  more  often.  Monks, 
56,  is  president  of  Institutional  Share- 
holder Services,  Inc.  Based  in  Wash- 
ington, D.C.,  Monks'  company  makes 
its  money  advising  pension  fimds  dur- 
ing proxy  fights,  including  the  recent 
shareholder  battles  at  Honeywell  and 
Lockheed. 

No  impartial  spectator.  Monks  ac- 
cuses many  corporate  officers  and  di- 
rectors of  "behaving  like  Louis  XTV." 
If  company  managers  do  not  volun- 
tarily abolish  gimmicks  like  poison 
pills  and  golden  parachutes,  raiders 
allied  with  pension  fund  managers 


(and  aided  by  Monks)  will  try  to  do  it 
for  them.  Already  corporate  raiders 
Harold  Simmons  and  the  Belzbergs  of 
Canada  have  begun  wrapping  them- 
selves in  the  flag  of  "corporate  gover- 
nance" and  claiming  that  rather  than 
bust  up  companies,  they  want  man- 
agements to  maximize  long-term 
shareholder  value. 

Monks  plans  to  produce  ammuni- 
tion to  aid  the  malcontents.  Later  this 
year  he  intends  to  publish  a  list  of  all 
the  corporate  directors  in  America, 
specifying  who  voted  for  poison  pills 
or  against  confidential  proxy  voting, 
and  who  supported  staggered  board 
terms  that  make  it  virtually  impossi- 
ble to  oust  an  incumbent  group  of 
directors.  Says  Monks  of  this  project: 
"We're  working  to  create  a  construc- 
tive tension  between  owners  and 
managers."  And  by  selling  the  list,  he 
hopes  to  make  a  nice  bundle  for  him- 
self in  the  process. 


Hnrricane  festival 

FIrom  New  York,  Nigel  Redden 
watched  his  television  with  horror 
as  Hurricane  Hugo  ripped  through 
Charleston,  S.C.  last  September.  Red- 
den is  general  manager  of  Charles- 
ton's highly  acclaimed  and  financially 
successful  Spoleto  Festival  U.S.A. 
"Finally,"  Redden  recalls,  "someone 
called  and  said  the  office  was  safe  and 
they  had  not  heard  of  anyone  on  my 
staff  being  hurt,  but  the  Gaillard  Au- 
ditorium was  bad." 

It  was,  with  a  huge  hole  in  the  roof. 
Other  performance  halls  were  also 

Manucllo  Paganelli/Woodfin  Camp 


Terry  Parke 


Proxy  adiiser  Robert  Monks 

A  new  alliance:  raiders  and  penaionfundm. 


Spoleto  Festival  U.S.  A  head  Nigel  Redden 
Persevering  in  Hugo's  woake. 

damaged,  and  the  scenery  for  The  Mar- 
riage of  Figaro,  one  of  the  major  operas 
of  the  1990  festival,  was  soaked. 

Dealing  with  the  damage  brought 
its  own  special  problems.  "We 
couldn't  make  it  seem  as  if  we  were 
ready  to  go  out  of  business,  because 
then  we  wouldn't  get  any  help,"  says 
Redden.  "And  we  couldn't  make  it 
seem  as  if  nothing  had  happened,  be- 
cause then  we  wouldn't  get  any  help." 

Redden,  the  son  of  a  U.S.  diplomat, 
was  bom  in  Cyprus,  grew  up  mainly 
in  Italy,  and  as  a  Yale  freshman  got  his 
first  summer  job  at  the  original  Spole- 
to Festival,  in  Italy.  Graduating  in 
1972,  he  went  into  arts  management 
and  by  1982  became  dance  director  at 
the  National  Endowment  for  the  Arts. 
He  took  over  at  Spoleto  U.S.A.  in 
1986,  after  it  had  two  deficit  years, 
and  has  kept  it  in  the  black  for  three  of 
the  last  four  years. 

But  this  year's  festival,  set  to  open 
May  25,  may  be  a  different  story.  Red- 
den can  beat  Hugo  only  by  raising 
$2.4  million  in  contributions  (the  rest 
of  his  $4.25  million  budget  comes 
from  such  sources  as  tickets,  souve- 
nirs and  program  ads).  Companies, 
notably  at&.t  and  Ford  Motor,  have 
been  generous,  as  have  some  private 
donors.  Indeed,  the  festival  netted 
$160,000  from  a  special  fundraiser  at 
New  York's  Lincoln  Center,  where 
Redden 's  wife,  Arlene  Shuler,  is  vice 
president  for  planning  and  develop- 
ment. Even  so.  Redden  still  puts  his 
chances  of  breaking  even  this  year  at 
about  60-40  against. — Dero  A.  Saunders 
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Machining 
the  Machines 


Building  a  machine  as  sophisticated  as  a  Pratt  &  Whitney  jet  aircraft 
engine  requires  equally  sophisticated  machining. 

Pratt  &  Whitney  relies  on  Fansteel-VR/Wesson-Plantsville  to  supply 

the  close  tolerance  cutting  edge  for  many  of  its  most  sophisticated, 

proprietary  machine  tools.  That's  because  Fansteel-VR/Wesson- 

Plantsville  has  earned  the  reputation  for  being  the  "versatile" 

supplier  of  both  standard  and  special  tooling  packages. 

VR/Wesson  toolholders,  milling  cutters,  rotary  tooling,  special  form 
carbide  inserts  and  special  form  grinding  tools,  supported  by  a  state- 
of-the-art  machine  shop,  are  all  designed  to  meet  the  most 
demanding  tooling  needs  of  virtually  any  customer. 

Machining  the  machines  . . . 


just  one  more  reason  it  will  pay  you  to  know  more  about  us. 


I^nsted 


An  integrated  producer  of  aircraft/aerospace, 
metalworking  and  energy-related  products. 

FANSTEEL  INC.  •  Number  One  Tantalum  Place  •  North  Chicago.  IL  60064  •  (708)  689-4900 


The  Forbes  Wall  Street  Review 


Edited  by  Eric  S.  Hardy 


The  stock  market  has  dropped  a  long 
way  from  its  Jan.  2,  1990  peak.  Since 
the  start  of  1990  the  yield  on  30-year 
Treasury  bonds  has  climbed  a  full  per- 
centage point,  a  real  damper  for  the 
stock  market  as  well.  James  P.  Craig, 
portfolio  manager  of  the  Janus  Fund, 
says  that  higher  interest  rates  and 
lower  corporate  earnings  will  contin- 
ue to  make  it  hard  to  make  money  in 
stocks.  Janus  Fund  had  a  total  return 
of  46%  in  1989  and  was  one  of  the 
best-performing  stock  fimds  over  the 
last  market  cycle  (see  p.  156).  But, 
during  the  first  quarter,  the  fimd  post- 
ed a  modest  loss,  as  did  the  overall 
market.  Craig  recently  increased  the 
fund's  cash  position  to  19%.  Among 
the  few  stocks  he  likes  are  waste- 
disposal  issues  such  as  Waste  Man- 
agement, Chambers  Development 
and  Wheelabrator  Technologies. 

In  the  past  two  weeks  the  price  of  a 
barrel  of  West  Texas  Intermediate 
crude  oil  fell  7%,  to  $18.05,  but  this 
didn't  help  the  Dow  transportation 
average,  which  slipped  1.7%.  The  rest 
of  the  market  also  experienced  small 
declines,  with  the  Wilshire  index  of 
6,000  stocks  off  about  1%. 

Note  to  readers:  In  the  Apr.  30  issue 
of  Forbes,  thanks  to  a  production  er- 
ror the  tables  and  chart  on  this  page 
were  not  properly  updated.  For  a  copy 
of  the  correct  page,  please  write  the 
Forbes  Statistics  Department,  60  Fifth 
Avenue,  New  York,  NY.  1001 1  or  call 
(212)  206-5515. 
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The  Best  Performing  Stocks 
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Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Re!  voP 

Telecom  USA 

im 

74% 

31 

9,190 

5.5 

TCBY  Enterprises 

24'/8 

19 

22 

2.798 

1.1 

Pep  Boys-Manny  Moe  &  Jack 

125/8 

17 

19 

1,629 

1.3 

Savannah  Foods  &  inds 

31% 

17 

21 

419 

1.0 

Midlantic 

16^8 

14 

3 

9,613 

3.5 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

Comdisco 

18 

-32% 

7 

3.090 

3.3 

Legent 

20% 

-21 

18 

4,970 

3.1 

Seagate  Technology 

12'/^ 

-19 

6 

6,317 

0.6 

TJX  Cos 

\V/i 

-18 

11 

8,078 

4.2 

Intergraph 

18 

-16 

12 

9,181 

2.2 

Closeup  on 

the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6.000  stocks,  upitaluation  weiiMad 

3,246.94 

-0.9% 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

851.80 

3.7% 

Wilshire  index 

6,000  stocks,  equal  weighted 

21.12 

-0.5 

Institutional^ 

Approilmately  200  stocks  with  high  institutional  ownership 

110.43 

-1.8 

Dow  Jones  industrials 

30  stacks,  divisor-adjusted  price  average 

2,711.94 

-0.3 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

101.51 

-1.9 

SAP  500 

Capitalization  mighied  cross  section,  major  stocks 

338.09 

-0.8 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

162.78 

0.0 

NYSE 

Capitaliution  weighted,  all  listed  common  stocks 

185.57 

-0.8 

Gold^  (composite  quote  of  6  major  dealers) 

$376.50 

-0.4 

Yen*  (per  JUS.) 

157.25 

-0.3 

Ami 

Capitaliiation  weighted  total  return:  stocks,  warrants 

350.73 

-2.9 

Commodity  index*  (CRB  futures  index,  1967=100) 

242.97 

0.9 

Nasdaq 

Capitalization  weigtited,  all  issues  except  warrants 

429.00 

-1.0 

Oil*  (W  Texas  Intermediate) 

$18.05 

-7.2 

T  bills*  (90  days) 

7.76% 

3  basis  points' 

Afflex  international  market  index 

Capitalization  weighted.'SO  largest  ADRs 

296.88 

-0.8 

Broker  loan  rate* 

9.25% 

unchanged 

Note:  All  dau  for  periods  ending  4/19/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  mdex  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
^Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ''Morgan  Stanley 
Capital  International  Perspective.  ^For  period  ending  4/20/90.  A.  Arbel,  Cornell  University,  using  Ford  Daubase  from  Ford  Investor  Services.  *Knight-Ridder  Financial 
Information.  ^A  basis  pomt  is  equal  to  one-hundredth  of  a  percentage  point. 
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Mutual  Fund  Review 


Edited  by  John  Chamberlain 
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Don't  look  merely  at  recent  performance,  look  at  a  whole 
market  cycle,  which  comprises  one  up  and  one  down 
segment.  That  has  been  the  Forbes  philosophy  since  we 
started  rating  funds  34  years  ago.  Why?  Because  the  funds 
that  do  best  in  bull  markets  tend  to  do  the  worst  in  bear 
markets.  And  you  never  know  what  kind  of  market  is 
aroimd  the  comer. 

Over  the  last  market  cycle,  which  runs  from  the  August 
1987  precrash  peak  through  March  1990,  stock  and  bal- 
anced funds  have  done  very  poorly.  The  largest  (lower  left) 
show  annualized  returns  in  single  digits. 

Bond  funds  show  better  results  over  their  very  different 


The  Largest  Funds 


Fund 

— Forbes 

UP 

rating 

DOWN 

Cycle  ^ 
return 

Assets' 
($mil) 

Equity  ^ 

Fidelity  Magellan  Fund 

A  + 

B 

6.6% 

$12,700 

Vanguard  Windsor  Fund 

B 

A 

4.3 

8.063 

Investment  Co  of  America 

B  • 

B 

5.2 

5.376 

Fidelity  Equity-Income  Fund 

C 

A 

3.7 

5,038 

Fidelity  Puritan  Fund 

B 

B 

5.6 

4.862 

Templeton  World  Fund 

B 

B 

3.9 

4,715 

Washington  Mutual  Investors 

B 

A 

5.8 

4.482 

Pioneer  II 

B 

B 

3.2 

4.382 

Affiliated  Fund 

C 

B 

2.8 

3.671 

Mutual  Series-Mutual  Shares 

D 

A 

8.0 

3,402 

Taxable  Bonds 

Franklin  US  Govt  Sees 

D 

C 

12.6 

11,382 

Kemper  US  Govt  Sees 

C 

C 

12.4 

4,590 

Pru-Bache  High  Yield-B 

C 

D 

9.1 

2.480 

Vanguard  Fixed  Inc-GNMA 

B 

A 

13.1 

2,149 

Putnam  High  Yield  Trust 

B 

D 

9.6 

1,980 

Performance 


200 
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I  Equity^ 


'89 
Fixed  income^ 


cycle,  which  goes  back  to  1984  and  includes  more  bullish 
years.  Four  taxable  fixed-income  funds  show  compound 
annual  returns  for  the  past  six  years  topping  16%.  During 
this  period  the  Merrill  Lynch  Corporate-Government  in- 
dex averaged  12.2%  a  year.  All  these  figxires  are  total 
returns  (price  changes  and  reinvested  income)  and,  for  the 
funds,  are  after  overhead  expenses  but  before  one-time 
sales  charges. 

Departing  manager  Peter  Lynch  steered  Fidelity  Magel- 
lan to  a  6.6%  annualized  cycle  return.  That's  nearly  2 
points  better  than  the  sSip  500  index  and  3  points  better 
than  the  Forbes  stock  f\md  index. 


The  Best  Performers 

Fund 

— Fmms  rating Cycle  '' 

UP               DOWN             return 

Assets  ^ 

((mil) 

Equity  ^ 

Eagle  Growth  Shares 

D 

C               16.0% 

$4 

Oppenheimer  Gold  &  Mins 

C 

F               15.6 

164 

Fidelity  Select-Utilities 

D 

A               14.3 

152 

Pru-Bache  Utility  Fund-B 

C 

A               14.1 

2,306 

GT  Global  Growth-Pacific 

A 

C                13.8 

170 

ABT  Utility  Income  Fund 

D 

A               13.4 

143 

Janus  Fund 

B 

A               12.7 

705 

Templeton  Foreign  Fund 

B 

B               12.1 

564 

Berger  One  Hundred  Fund 

B 

D               11.5 

15 

United  Income  Fund 

A 

A               11.4 

1.549 

Taxable  Bonds 

Vestaur  Sees 

A 

B               16.9 

90 

Fort  Dearborn  Income  Sees 

A  + 

D               16.7 

106 

Current  Income  Shares 

A 

C               16.2 

45 

Transamerica  Income  Shares 

Af 

B               16.1 

122 

1838  Bond-Deb  Trading  Fund 

A  + 

D               15.7 

53 

Note.  To  be  rated,  equity  funds  must  be  in  existence  since  6/30/83;  bond  funds,  9/30/81    ' 
dividends,  less  redemptions.  ^Includes  tax-free  and  foreign  bond  funds.  Source:  Investme' 
for  tfie  25  largest  taxable  bond  funds  in  1986.  ^Includes  balanced  funds.  ^Total  return  (a 
12/31/89. 


Monthly  net  sales  of  open-end  funds.  Net  sales  are  purcfiases  by  inveslofs,  including  rainvested 

Co.  Institute.  ^  Index  of  total  return  for  Ifie  25  largest  stocK  funds  in  1986.  *lndex  of  toUl  r«turn 

laiized),  for  one  market  cycle:  equity,  8/31/87  to  3/31/90;  bonds,  5/31/84  to  3/31/90.  'k%  of 
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Buick.  The  only 

American  car  to 

make  the  top  10  in 

3  major  customer 

surveys. 


Buick  ranks  among  the 
leading  domestic  nameplates  in 
four  J.D.  Power  and  Associates 
surveys  measuring  customer 
opinion. 

The  most  recent  example  — 
an  independent  survey  of  long-term 
dependability  that  ranks  Buick  among  the  top  10 

•  The  Vehicle  Dependability  Index  Study, 
as  it's  called^  is  a  measure  of  the  dependability 
of  1985  models  after  four  to  five  years  of 
ownership.  Other  recent  J.D.  Power  studies 
ranked  Buick  among  the  top  10  in: 

•  Customer  satisfaction  with  product 
quality  and  dealer  service  after  one  year 


of  ownership. 

•  Sales  satisfaction  with  the  car,  the  way 
it  was  sold  and  delivered  by  the  dealer. 
•  Initial  quality,  based  on  owner- 
reported  problems  during  the  first  90  days 
of  ownership. 
In  the  Initial  Quality  Survey,  Buick  LeSabre 
ranked  as  the  most  trouble-free  American  car. 
And  Buick  Riviera  and  Electra/Park  Avenue 
ranked  as  the  two  most  trouble-free  American 
luxury  cars. 

We  invite  you  to  form  your  own  opinion  of 
the  1990  Buicks.  See  your  Buick  dealer  today 
for  a  test  drive.  For  more  information  about 
Buick  quality  please  call  1-800-446-2837. 


The  New  Symbol  for  Quality  in  America. 


BUICK 

SmiARTtEASE 


as 


Lei's  get  it  together  ...buckle  up.  ©  1990  GM  Corp.  All  rights  reserved.  LeSabre  and  Park  Avenue  are  registered  trademarks  and  Riviera  and  Electra  are  trademarks  of  General  Motors  Corporation. 
ID  ftjwer  and  Associates  1989  Customer  Satisfaction  with  Product  Quality  and  Dealer  Service?"  Buick  ranked  10th  overall.  1989  New  Car  Sales  Satisfaction  Index?"  Buick  ranked  in  a  tie  lor  3rd  overall.  1989 
Initial  Quality  Survey."  Buick  ranked  7th  overall.  1990  Vehicle  Dependability  Index  Stud)^  Based  on  things  gone  wrong  with  4-5  year  old  1985-model  vehicles  in  the  past  12  months.  Buick  ranked  4th  overall.. 


The  Funds 


Heres  a  question  to  ask  your  fund  manag- 
er:  If  this  is  such  a  great  investment,  why 
don  t  you  own  a  lot  of  it? 

Sauce  for 
the  goose 


By  Michael  Fritz 


A  FAVORITE  THEME  of  moncy  man- 
agers is  to  prefer  companies 
b  whose  officers  and  directors 
own  a  lot  of  the  stock.  That  aligns 
their  interests  with  shareholders'. 

Does  the  shoe  fit?  Should  mutual 
fund  investors  consider  it  a  mark  of 
distinction  if  a  fund's  manager  puts 
his  or  her  own  money  on  the  line?  If 
so,  they  would  be  disappointed  with  a 
lot  of  funds. 

James  Giblin,  manager  of  Cigna 's 
$80  million  Value  Fund,  shuns  equi- 
ties of  any  sort  for  his  personal  ac- 
count. David  Peebles,  who  directs  the 
$19  million  usaa  International  Fund, 
owns  none  of  it.  "If  I  were  going  to 
invest  outside  my  savings  plan  I 
would  probably  invest  in  one  of  our 
mutual  funds,"  Peebles  offers.  "But  I 
wouldn't  necessarily  buy  the  Interna- 
tional Fund  first."  Patricia  Ostrander, 
manager  of  New  America  High  In- 
come Fund,  a  $300  million  closed-end 
junk-bond  fund  that  is  the  worst-per- 
forming bond  fund  over  the  past  year 
in  the  Forbes  database,  owns  about 
14,000  shares  of  the  fund.  On  the  oth- 
er hand,  that  $56,000  stake  isn't  much 
alongside  the  management  fees  she 
gets — nearly  $1  million  last  year. 

Shareholders  in  the  $390  million 
Oppenheimer  Total  Return  Fund 
might  be  curious  about  where  the 
manager  is  putting  her  money.  "The 
company  may  not  like  hearing  this," 
confesses  Diane  Jarmusz,  "but  I  went 
into  cash  last  October  [before  the 
crash].  I  think  this  is  a  year  to  have 
money  in  tax-free  investments  and  to 
buy  stocks  very  selectively."  The 
fund  she  manages,  by  contrast,  is  only 
24%  in  cash  and  69%  in  equities. 

Investors  in  a  publicly  traded  corpo- 
ration are  entitled  to  know  how  many 
shares  are  held  by  top  management. 


Investors  in  funds  are  rarely  so  lucky. 
Disclosure  of  the  portfolio  manager's 
position  in  an  open-end  fund  is  re- 
quired in  a  proxy  statement  only  if 
and  when  the  manager  is  being  nomi- 
nated as  a  director.  That  lets  all  but  a 
minority  of  funds  off  the  hook.  In- 
deed, the  industry  is  even  fighting  a 
Securities  &  Exchange  Commission 
proposal  merely  requiring  funds  to 
identify  the  manager  and  state  his  or 
her  credentials. 

What  happens  if  you  just  call  up  the 
fund's  sponsor  and  ask?  Generally, 
you  get  a  brush-off.  ids,  American 
Capital,  Merrill  Lynch  and  Columbia 
are  among  the  fund  families  that  will 
tell  you  the  portfolio  manager's  stake 
is  a  private  affair. 

All  this  helns  attract  business  to 
managers    who    both    own    a    large 


chvmk  of  the  funds  they  manage  and 
are  willing  to  talk  about  it.  "We  be- 
lieve an  investment  manager  should 
tie  his  fortunes  to  those  of  his 
clients,"  says  James  Gipson,  who  runs 
the  $130  million  Clipper  Fund.  "No 
matter  how  professional  you  think 
yourself,  there's  no  substitute  for  hav- 
ing some  of  your  own  money  along- 
side your  clients'."  Clipper  directors 
and  employees  hold  3%  of  the  fund's 
shares,  worth  $5  million,  through 
their  pension  plan  and  individual 
holdings.  Not  that  this  guarantees 
great  returns.  The  fund  has  beaten  the 
averages  over  the  past  market  cycle 
(since  August  1987)  but  lags  the  mar- 
ket over  the  past  five  years.  Still,  Gip- 
son and  his  colleagues  at  least  share, 
in  a  significant  way,  whatever  pain  is 
felt  by  their  fund's  holders. 

James  Stowers  Jr.,  president  of  the 
company  that  advises  the  Twentieth 
Century  Investors  family  of  funds, 
features  himself  in  advertisements 
boasting  he  owns  no  marketable  secu- 
rities except  for  shares  in  his  funds. 
"If  a  manager  believes  he  can  make 
more  money  outside  his  fund,  then  I 
think  he  ought  to  manage  money 
somewhere  else,"  declares  Stowers. 
"All  my  managers  have  a  significant 
part  of  what  they  have  in  the  market 
in  the  funds  they  run."  That  could  be 
one  factor  contributing  to  the  success 
of  the  group.  Four  of  five  Twentieth 
Century  stock  funds  have  beaten  the 
market  over  the  past  five  years. 

The  point  isn't  that  the  manager  is 
going  to  try  harder  because  he  has  his 
own  money  in  the  fund,  says  Donald 
Phillips,  editor  of  the  Chicago  news- 
letter Mutiuil  Fund  Values.  Rather,  the 
manager  with  a  big  stake  is  much 
more  likely  to  focus  on  long-term  re- 
sults instead  of  taking  excess  risks 
with  other  people's  money  to  score 
quick  returns  that  can  lead  to  in- 
creased sales  or  higher-paying  jobs. 

Managers  who  invest  in  their  own 
funds  also  have  an  incentive  to  hold 
down  expenses  and  side  with  other 
shareholders  when  the  sponsor  at- 
tempts to  tack  on  higher  fees.  Irving 
Brilliant  has  run  Lehman's  $109  mil- 
lion Opportunity  Fund  for  1 1  years 
and  owns  7%  of  it.  Although  Lehman 
a  few  years  ago  stuck  5%  sales  loads 
on  its  Capital  and  Investors  funds, 
Brilliant's  superior  Opportunity  Fund 
escaped  the  load. 

Don't  buy  a  mediocre  fund  just  be- 
cause its  manager  has  a  big  stake  in  it. 
Consistency  of  performance,  man- 
ager's tenure  and  costs  arc  more  im- 
portant. But  do  weigh  the  information 
(or  lack  thereof)  about  insider  hold- 
ings in  the  balance.  It's  always  nice  to 
have  an  insider  as  a  partner.  ■ 
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A  promise  to  keep  a  long  stay  in  tne  nospital  rrom  becoming  a  rinancial  injury. 


A  promise  to  make  concern  ror  tneir  loved  ones  go  beyond ''How's  tne  lamily?" 


A  protnise  tnat  tne  end  of  a  career  won't  be  tne  end  or  a  comrortable  lirestyle. 


When  the  people  wlio  work  for  you  give  so  mucn,  tney're  keeping  a  promise.  Tnat  s  why  it  s 
important  for  you  to  keep  your  promises  to  tnem.  We  can  help.  v^Mr 

MassMwtual 

«l9eeMassachtiscnsMutuaL>lelnsuranceCo  Springfield  MA 01111  Wc    Iielp    yOU    Keep    yOUr   prOUllSeS. 
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Golden  assets  and  a  bright  future! 


I' 


It  was  one  Grand  Opening!  The  Marigold  Gold 
Mine  in  Nevada  started  production  in  August  of  '89. 

As  a  major  partner,  Santa  Fe  Pacific  Minerals 
will  acquire  over  15,000  ounces  of  gold  annually 
for  years. 

Just  35  miles  to  the  north,  we're  building  another 
gold  mine  at  Rabbit  Creek.  Its  cash-flow  potential  is 
excellent  -  and  v^'eYe  sole  owner  Yeariy  production 


will  exceed  100,000  ounces.  We're  already  exploring 
for  gold  at  numerous  new  sites  in  the  area. 

Our  Lee  Ranch  Coal  Mine  in  New  Mexico  has  a 
yearly  capacity  of  6  million  tons.  We  also  own  six 
quanies  in  the  West  forming  a  large  and  growing 
aggregate  business. 

It's  all  part  of  Santa  Fe  USA.  Our  name  says 
"Railroad."  But  our  balance  sheet  says  "Growth!" 


The  five  comf  antes  of  Santa  Fe  Pacific  Corff oration 


•  SANTA  FE  PACIFIC  REALTY  owns  219  buildings 
with  over  1 1  million  square  fter  of  space. 

•  SANTA  FE  PACIFIC  MINERALS  controls  millions 
of  acres  of  mineral  rights  for  precious  metals,  coal 
and  industrial  minerals 

•  SANTA  FE  ENERGY  RESOURCES  is  one  of  the  top 
ten  U.S.  independent  producers  of  both  oil  and  g.rs,  and 
is  the  second  largest  in  oil  reserv  ■ 


For  the  latest  Quarterly  Report,  Annual  Report 
or  the  special  Minerals  Company  Report,  write: 
William  F.  Todd,  Director  of  Investor  Relations. 
(3i2)  786-6422 


•  SANTA  FE  PACIFIC  PIPELINES  is  the  largest 
independent  refined  petroleum  products  pipeline 
company  in  the  U.S. 

•  SANfA  FE  RAILWAY  hauled  more  than  1.5 
million  cars  of  freight  last  year  over  11,000  miles  of 
track  between  Chicago  and  LA.  and  south  to  the 
Gulf  of  Mexico. 
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224  So'jth  Michigan  Avenue    Chicago,  Illinois  60604-2401 
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MONEY  &  INVESTMENTS 


Time  to  reinvest  maturing  CDs?  Here  are 
some  alternatives  that  look  good  now. 

HIGH  RETURNS 
AND  LIQUIDITT 


By  Ben  Webennan 


"My  CD  is  maturing.  What  should  I 
do  now?"  That,  for  the  last  decade, 
has  been — and  still  is — the  most 
common  question  I  am  asked.  The 
phrasing  presupposes  that  the  in- 
vestor does  not  welcome  credit  risk. 
That  rules  out  corporate  bonds,  un- 
insured bank  notes  and  various  ex- 
otica, but  it  still  leaves  a  very  rich 
selection  of  investments.  So  I  an- 
swer the  question  by  asking  three 
others. 

Which  way  do  you  think  interest 
rates  are  going? 

How  much  risk  can  you  take? 

What's  your  tax  bracket? 

Let's  take  the  rate  outlook  first. 
My  own  opinion  is  that  rates  will 
start  declining  by  the  second  half  of 
this  year,  despite  the  recent  bad 
news  on  inflation.  But  let's  say  you 
don't  want  to  make  an  aggressive 
bet  on  declining  rates.  You  just 
want  to  reach  out  on  the  maturity 
spectrum  -about  as  far  as  bank  cds 
go — up  to  four  years.  What  are  your 
alternatives? 

If  you  go  for  a  one-year  cd,  a  year 
from  now  you  may  find  yourself 
reinvesting  a  maturing  deposit  at 
disappointing  rates  (say,  7.5%),  in- 
stead of  the  better  rates  available 
today  (moreiike  8.5%). 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


If  you  choose  your  investment 
carefully,  you  can  lock  in  today's 
rates  for  about  as  long  as  you  want. 
Or,  to  look  at  it  from  another  angle, 
declining  interest  rates  mean  rising 
bond  prices,  with  the  longest-term 
bonds  rising  the  most.  Buy  a  four- 
year  Treasury  now,  with  a  yield  to 
maturity  of  8.9%,  and  it  will  give 
you  a  3%  capital  gain  over  the  next 
12  months  if  rates  fall  one  percent- 
age point.  That's  nice  if  you  want  to 
cash  out  in  a  year  rather  than  enjoy 
the  high  rate  you  locked  in. 

Note:  Some  investments  don't 
lock  in  your  rate  for  their  full  matu- 
rity. That  is,  they  carry  a  risk  that,  if 
rates  fall,  the  debtor  will  cancel  ear- 
ly, forcing  you  to  reinvest  principal 
at  a  lower  interest  rate.  Among 
them:  some  municipal  bonds,  Gin- 
nie  Maes  and  similar  mortgage  pass- 
throughs,  and  long-term  cds  from 
thrifts  that  are  on  the  verge  of  fail- 
ure. If  a  thrift  fails  after  a  period  of 
falling  rates,  the  government  or  the 
new  owner  may  then  pay  off  the 
depositors  early. 

Next:  How  much  rate  risk  can 
you  take?  Few  people  really  are  so 
risk  averse  that  they  need  to  stick 
with  mohey  market  fxmds,  now 
paying  only  7.7%  or  so.  But  no  one 
can  afford  to  ignore  risk.  I  said  that  a 
medium-term  Treasury  would 
show  a  capital  gain  of  3%  after  a 
year  in  which  rates  fall  1%.  Well,  if 
rates  rise  1  %,  that  same  T  bond  will 
fall  3%  in  price. 

Treasury  yields  rise  sharply  by 
maturity  through  three  years  and 
then  level  off.  A  three-month  bill 
pays  8%  on  a  bond-equivalent  basis 
and  a  one-year  bill  offers  8.2%.  Buy 
a  four-year  note  and  you  get  8.9% — 
for  four  years.  Maturities  longer 
than  that  do  not  pay  more,  although 


they  do  lock  in  your  rate  longer. 
They  are  the  riskiest,  but  they  offer 
the  greatest  potential  for  capital 
gain  if  rates  fall. 

"Bond  equivalent"  yields,  by  the 
way,  are  those  converted  into  terms 
comparable  with  the  terms  on  a  cor- 
porate bond,  which  pays  interest 
that  compoimds  semiannually. 
Traders  quote  short-term  Treasury 
bills  using  different  figures,  which 
are  harder  to  compare  with  bond 
yields. 

Now,  taxes.  If  you  are  in  a  28%  or 
33%  federal  tax  bracket  (and  not 
investing  in  a  tax-sheltered  ac- 
count), you  can  get  a  better  aftertax 
yield  on  a  high-quality  municipal 
bond  than  on  a  federally  taxable  in- 
vestment, such  as  a  Treasury  bond 
or  bank  cd.  As  noted  above,  the 
negative  for  the  muni  is  that  it  can 
probably  be  called  in  early. 

If  you  go  the  federally  taxable 
route,  the  next  question  is  whether 
to  get  a  CD  or  a  Treasury.  Interest  on 
debt  issues  of  the  U.S.  Treasury  and 
some  (but  not  all)  federal  agencies  is 
exempt  from  state  income  tax.  cds 
are  never  exempt.  The  state  exemp- 
tion is  worth  more  than  a  percent- 
age point  of  yield  in  a  high-tax  state 
like  Connecticut. 

One  final  matter  is  liquidity,  the 
ability  to  get  out  of  an  investment 
early  without  incurring  painful  de- 
lays or  steep  transaction  costs.  Li- 
quidity is  very  low  in  mimi  bonds, 
which  are  expensive  to  trade  in  lots 
of  less  than  $100,000.  It  is  also  low 
in  long-term  bank  cds  bought  di- 
rectly from  banks — the  bank  may 
hit  you  with  a  withdrawal  penalty, 
even  if  interest  rates  have  fallen  and 
you  should  in  theory  be  walking 
away  with  a  capital  gain.  Liquidity 
is  highest  in  no-load  mutual  funds. 
It  is  also  high  in  so-called  market- 
able CDS,  the  ones  sold  by  brokers. 

So  buy  your  cds  from  brokers 
and,  unless  you  are  very  wealthy, 
buy  municipal  bonds  through  no- 
load  funds.  Sit  New  Beginning  Tax- 
Free  Income  Fund  of  Minneapolis  is 
one  of  the  better  no-lrads  at  the 
short  end  of  the  maturity  spectrum. 
Big  no-load  houses  like  Dreyfus,  Fi- 
delity, T.  Rowe  Price,  Scudder  and 
Vanguard  also  have  intermediate- 
term  muni  funds. 

Transaction  costs  are  next  to 
nothing  on  Treasury  bills  and  bonds 
you  order  directly  from  the  federal 
government  at  an  auction.  Some 
brokers  will  handle  this  at  no  fee. 
Selling  early,  however,  will  cost  you 
a  bid/ask  spread.  ■ 
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For  lovers  and  gardeners,  sprmg  is  the 
loveliest  season.  For  investors,  however, 
springtime  1990  looks  dangerous. 

THERE'S  LIFE  IN 
THE  OLD  BEAR 


By  Kenneth  L.  Fisher 


If  you  believe,  as  I  do,  that  a  bear 
market  started  in  October,  then  be- 
ware of  these  countertrend  up  peri- 
ods, which  encourage  the  bulls  and 
make  the  bears  nervous. 

I  remain  bearish  for  the  near  fu- 
ture because — with  the  exception  of 
the  jvmk  bond  bubble's  having 
burst — all  the  negative  points  I 
made  in  my  Sept.  18  column,  "The 
end  is  nigh,"  still  pertain. 

Springtime  is  particularly  treach- 
erous, which  folks  have  come  to 
forget  since  in  the  1980s'  superbig 
bull  market  almost  every  season 
was  a  winner.  But  as  Yale  Hirsch 
notes  in  his  valuable  1990  Stock  Tra- 
der's Almanac,  May  has  been  a  down 
month  for  stocks  17  out  of  the  last 
25  years.  Between  1965  and  1985 
there  were  only  5  years  when  May 
saw  advancing  stocks. 

Another  nifty  point  Hirsch  notes 
is  that  when  May  doesn't  get  you, 
June  often  does — like  a  one-two 
punch.  Finally,  I  note  that  whenev- 
er January  has  been  down,  as  per 
this  year,  it  has  never  been  the  mar- 
ket's real  bottom — which  almost  al- 
ways comes  in  the  spring,  or  later. 

If  you  look  just  at  the  Dow  Jones 
industrials  you  cannot  realize  how 

Kenneth  L.  Fisher  is  a  Woodside,  Calif. -based 
money  manager.  He  has  written  two  books: 
The  Wall  Street  Waltz  and  Super  Stocks. 


much  damage  has  already  been 
done  to  the  stock  market,  both  here 
and  overseas.  The  broad  Value  Line 
Index  is  down  much  more  than  the 
Dow,  and  so  is  the  s&p  500.  Much 
attention  has  been  given  to  the  25% 
drop  in  Japanese  stocks,  but  more 
interesting  is  that  stock  prices  have 
been  falling  in  most  countries — in 
some  worse  than  others.  Only 
France,  Germany,  Hong  Kong  and 
Norway  have  escaped  the  down- 
draft.  Most  countries  are  off  about 
8% — some  much  more,  like  Swe- 
den, down  15%,  Spain,  off  18%,  and 
Taiwan,  off  24%.  We  won't  swim 
against  the  tide  for  long. 

Interest  rates  have  skyrocketed 
all  around  the  world.  Foreign  cen- 
tral banks  have  engaged  in  restric- 
tive monetary  policy.  Two-year  En- 
glish government  notes  have  risen 
from  11%  to  14%.  German  long- 
term  rates  have  risen  from  below 
7%  to  over  9% — above  ours. 

In  every  major  country  rates  have 
risen,  and  in  most  places  short-term 
rates  are  higher  than  long-term 
rates — almost  always  the  precursor 
to  a  credit  crunch  and  recession. 
"Won't  the  opportunities  in  Eastern 
Europe  cancel  all  this  out?"  you  ask. 
No  time  soon.  While  most  folks 
look  excitedly  at  the  demise  of  the 
communist  bloc  and  see  Europe  get- 
ting major  benefit  from  the  "1992 
Europe"  concept,  I  see  a  can  of 
worms.  Most  of  these  countries 
have  never  gotten  along  very  well. 
Why  are  we  to  believe  it  will  be 
different  now?  Human  nature 
doesn't  change  that  fast. 

In  the  1990s  I  see  demographic 
weakening,  too,  in  a  pair  of  econo- 
mies that  have  been  everyone's 
c^vy:  Japan  and  Germany.  Germa- 
uy  3    retirees-to-workers    ratio    is 


barely  higher  than  ours  is  now,  but 
it  will  double  relative  to  ours  in  the 
coming  two  decades,  making  a  soci- 
ety of  nonproducers.  Japan,  which  is 
used  to  having  few  retirees  and  lots 
of  workers,  will  soon  see  its  demo- 
graphics become  worse  than  ours  as 
its  large  bulge  of  50-to-60-year-olds 
retire.  It  should  crimp  its  output 
and  savings  rate. 

So  I  see  trouble  for  the  markets 
here  and  abroad  over  the  next  few 
months.  After  that?  I  see  good 
things  for  the  U.S.  market. 

We've  got  the  baby  boomers  com- 
ing into  prime  earning  age  and  into 
the  post-family-formation  stage,  so 
savings  will  rise  relative  to  con- 
sumption. For  the  first  time  in  de- 
cades, compared  with  these  other 
countries,  we  will  find  ourselves 
with  a  low  ratio  of  retirees  to  work- 
ers and  particularly  to  peak-income- 
age  workers.  We'll  be  on  top. 

Then  there  is  a  contrarian  aspect. 
Note  how  fashionable  it  is  now  to 
assume  that  American  businesses 
aren't  as  good  as  their  foreign  com- 
petitors. There  is  a  nonstop  barrage 
of  articles  these  days  depicting  how 
much  we  have  to  learn  from  all  the 
foreigners.  Are  we  really  that  bad? 

It  all  depends  on  the  product  area. 
It  is  a  very  competitive  world  to- 
day, and  it  is  key  to  recall  that 
America's  biggest  strength  is  its 
market-driven  creativity.  Almost 
everythmg  new  and  novel  comes 
from  here.  Always  has,  always  will. 
As  Japan's  plant  and  capacity  get 
older,  and  as  the  Europeans  them- 
selves age,  it  is  vital  to  remember 
that  the  real  irmovations  of  the 
1990s  will  come  out  of  America — 
and,  just  as  in  the  past,  usually 
from  the  smaller  and  more  midsize 
firms  that  can  pick  up  the  opportu- 
nities and  run  to  market  fast. 

All  this  leads  me  to  think  the 
1990s  will  see  more  focus  on  and 
interest  in  smaller,  more  midsize 
American  stocks.  The  mania  that 
exists  now  for  foreign  stocks  will 
fade,  choked  by  interest  rates  and 
deteriorating  fundamentals.  Ameri- 
ca will  be  the  place  to  be.  But  our 
big-cap  stocks  had  their  run  in  the 
1980s,  and  wc  will  rediscover  how 
good  mid-America  really  is. 

For  all  my  optimism  about  Amer- 
ica's long-term  future,  I'd  hold  off 
on  buying  until  the  current  bear 
market,  which  is  still  young,  has 
run  its  course.  But  then  be  prepared. 
For  the  smaller-cap  American 
stocks,  which  did  so  poorly  in  the 
1980s,  the  best  is  still  ahead.  ■ 
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TIMES  MAY  CHANGE.  THE  BASICS  ENDURE. 


Spartan: 
How  To  Save 

In  the  1990s. 


Compare  Spartan 
Money  Market  Fund's 
Yields  to  Your  Bank's. 

spartan  Money  Market  Fund 
offers  Fidelity's  highest  money 
market  yields.  In  fact,  Spartan's 
yields  are  significanth'  above  those 
offered  by  bank  money  market 
accounts  and  CDs. '  Of  course, 
unlike  CDs,  which  lock  you  into  a 
fixed  rate,  Spartan's  yield  varies  with 
market  conditions. 

And,  while  not  FDIC  insured  like 
bank  accounts  and  CDs,  Spartan  is 
designed  for  long-term  investors 
looking  for  a  secure  way  to  build 
their  savings. 


Current  Yield* 


Take  Advantage  of 
Spartan's  Exclusive 
Low-Cost  Guarantee. 

Other  things  being  equal,  lower 
operating  expenses  can  mean 
higher  current  yields.  That's  why, 
Fidelity  guarantees  that  Spartan 
Money  Market  Fund's  expenses 
will  not  exceed  0.45%  into 
1992! 

Plus,  your  Spartan  Money 
Market  Fund  yield  is  getting  an 
extra  boost  while  Fidelity  tempo- 
rarily pays  for  a  portion  of  the  Fund's 
expenses.* 

And,  you  pay  only  for  the  trans- 
actions vou  make.^ 


Get  the  Added  Benefits  of  Investing  with  Fidelity. 

The  nations  largest  pri\ately  held  investment  management  firm.  Fidelity  manages  more  than  $40  billion  in  money 
market  assets,  making  us  uniqueh  qualified  to  handle  your  savings  needs.  For  more  complete  information  on  any  fund, 
including  management  fees  and  Spartan's  transaction  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefiiUy 
before  you  invest  or  send  money  (Minimum  Investment:  $20,000.) 

Visit  our  Nationwide  Investor  Centers  or  call  24  hours 


1-800-544-8888 


FMellty 


Invesiments 


® 


Fidelity  Distributors  CoiT)oration  (General  Distribution  Agent),  P.O.  Box  660603.  Dallas.  TX  ^5266-0603. 

•Annualized  historical  yields  for  the  "-day  period  ending  4/9/90.  Effective  \  ield  assumes  reinvested  income.  Yields  will  vary.  Fidelity  is  temporarily  paying  for  a  portion  of  the 
Fund's  expenses.  If  the  adviser  had  not  paid  a  portion  of  the  fund's  expenses,  the  current  and  effective  yields  would  have  been  795%  and  8.27%.  respectively  The  expense 
limitation  ma\  be  terminated  or  revised  at  am  time,  at  which  time  expenses  will  go  up  and  yield  will  go  down.  (Through  5/7/92,  the  Fund's  expenses  will  not  be  more  than 
.45%.)  'Based  on  average  annual  \  ields  for  100  leading  banks  and  thrifts  as  reported  weeklv  2/1/89-4/1 1/90  in  B,\NK  R.\TE  MO.MTOR.  "These  transactions  will  reduce  vour 
2r     yield  dcpendmg  on  the  number  you  make  CODE:  FORB/SPM/051490 
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Technicians  say  the  trend  is  your  friend. 
Have  they  looked  at  gold  lately? 

< 

WHIPSAW! 


By  Mark  Hnlbert 


Gold  has  been  downright  unfriendly 
to  trend  followers  recently.  After 
spending  the  first  three  quarters  of 
1989  in  a  trendless  trading  range  of 
around  $360  per  ounce,  in  October 
gold  began  surging  to  over  $420  per 
ounce.  By  the  time  it  had  reached 
that  level,  most  of  the  trend  follow- 
ers had  turned  bullish.  Perversely, 
gold  then  proceeded  to  give  back 
almost  all  of  its  gain — triggering  sell 
signals  from  most  of  those  same 
trend  followers.  Whipsawing  with  a 
vengeance. 

Considering  this,  when  I  calculat- 
ed investment  letters'  recent  perfor- 
mance for  my  Hulbert  Financial  Di- 
gest monitoring  service,  I  expected 
to  find  that  the  trend-following  gold 
timers  had  done  badly.  But  I  was 
astounded  to  discover  that  some  of 
them  actually  made  money,  even 
while  others  were  being  whip- 
sawed.  Indeed,  more  than  half  of 
them  beat  a  buy-and-hold  strategy 
over  this  period.  Therein  lies  a  tale, 
and  some  important  lessons  about 
how  to  be  a  trend  follower. 

The  reason  that  gold's  trend  fol- 
lowers had  such  different  perfor- 
mances was  that  each  of  them  was 


Mark  Hulbert  is  editor  of  the  Alexandria, 
Va.-based  Hulbert  Financial  Digest.  His 
newest  book  is  The  Hulben  Guide  lo  Finan- 
cial Newsletters  (Probus  Publishing). 


focusing  on  a  trend  of  different 
length.  Some  of  them,  for  example, 
were  switching  into  or  out  of  gold 
whenever  the  market  moved 
against  them  for  more  than  a  day  or 
two.  Others  refused  to  switch  imtil 
the  trend  was  established  over 
weeks  or  months. 

During  this  particular  six-month 
period  for  gold,  those  following  the 
shortest  trends  did  the  best.  The 
trend  followers  that  beat  the  market 
had  more  than  three  times  as  many 
switches  during  this  period  as  those 
that  lagged — switching  on  average 
every  23  trading  sessions. 

Does  this  mean  that  trend  follow- 
ers in  the  gold  market  should  al- 
ways focus  on  trends  this  short?  Un- 
fortimately,  the  answer  isn't  that 
easy.  Following  short-term  trends 
isn't  always  this  successful,  nor  is 
following  longer-term  trends  al- 
ways this  unprofitable.  In  1986  and 
1987,  for  example,  most  of  the 
trend-following  systems  that  beat 
the  gold  market  were  those  that  fo- 
cused on  longer-term  trends.  The 
same  was  true  for  playing  the  stock 
market's  trends  during  the  first 
two-thirds  of  the  1980s. 

Trends  of  different  length  thus 
work  better  in  some  markets  and  at 
some  times  than  in  other  places  and 
times.  This  would  seem  to  make 
trend  following  difficult  enough. 
But  there's  more.  The  evidence  sug- 
gests that  the  optimal  trend 
length — the  trend  that  it  would  be 
best  to  trade — is  unpredictable. 
There  would  have  been  no  way  for 
the  gold  timer  to  know  in  advance, 
for  example,  that  the  best  way  to 
play  gold's  movements  over  the  last 
six  months  was  with  a  shorter-  rath- 
er than  a  longer-term  trend. 

At   any   given   time    one    trend 


length  will  appear  to  be  working 
much  better  than  the  others,  just  as 
short-term  trend  followers  did  bet- 
ter in  gold  over  the  last  six  months. 
But  m  another  period  a  trend  of  a 
different  length  will  work  better.  It 
is  most  unlikely  that  a  trend  of  one 
length  will  always  do  better  than 
another.  Thus  every  trend-follow- 
ing system  will  have  its  day. 

This  might  seem  to  nail  the  coffin 
shut  on  trend  following.  However, 
it  doesn't.  The  markets  don't  have 
to  move  in  constant  cycles  for  a 
trend-following  approach  to  have 
merit.  Academic  research  has 
shown  that  although  the  length  of 
market  trends  is  random,  trends  do 
exist,  and  any  consistent  trend-fol- 
lowing system  will  eventually  prof- 
it from  them. 

Which  leads  me  to  an  important 
investment  moral:  Trend  followers 
ought  to  stick  with  whatever  sys- 
tem they  have  adopted,  even  when 
it  doesn't  seem  to  be  in  sync  with 
the  market.  What  they  shouldn't  do 
is  jump  around  among  different 
trends  according  to  whichever 
seems  to  be  working  now.  If  they  do 
that,  they  lose  the  discipline  that 
any  good  trading  system  imposes, 
without  gaining  any  assurance  that 
the  length  of  the  newly  adopted 
trend  will  work  as  well  the  next 
time  around. 

In  the  meantime,  what  impor- 
tance should  we  place  on  the  bear- 
ish consensus  that  prevails  among 
gold  market  timers?  Not  much. 
Gold  timers'  bearishness  right  now 
is  a  reflection  of  little  more  than  the 
fact  that  gold's  trends  currently  are 
down.  Investors  should  place  no 
more  importance  on  this  bearish- 
ness than  they  do  when  gold's 
trends  are  up  and  trend  followers  are 
bullish. 

This  is  exactly  the  message  I 
passed  along  the  last  time  I  wrote 
about  gold  (see  my  Jan.  8  column). 
Then  gold  was  riding  the  crest  of  a 
strong  wave  upward  and  sentiment 
was  very  bullish  indeed.  We  all 
know  what  happened  next. 

At  that  time,  I  also  noted  that  the 
best-performing  gold  letters  were 
significantly  more  bearish  than  the 
overall  consensus,  a  bad  sign.  Now 
the  best  are  about  as  bearish  as  the 
rest.  Paradoxically,  this  is  less  of  a 
bad  sign.  This  sort  of  convergence 
sometimes  creates  an  opportunity 
for  contrarians.  When  most  people 
are  bearish,  there  aren't  many  peo- 
ple left  to  sell,  and  the  next  pncc 
move  could  he  up.  ■ 
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NOW  READY 


THE  NEW  3-VQLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life,  in 
both  its  one-  and  expanded  two- 
volume  forms,  has  for  a  number  of 
years  now  been  appreciated  by  a 
growing  number  of  devotees  for  its 
pearls  of  wisdom  that  span  the 
centuries  from  ancient  times  to  mod- 
ern day. 

Forbes  is  proud  to  announce 
that  yet  another  volume  has  been 
added  to  this  collection  of  timeless 
quotes.  The  three-volume  set,  print- 
ed on  fine  quality  stock,  bound  in 
blue  cloth  and  housed  in  a  hand- 
some matching  slipcase,  is  the 
quintessential  bedside  companion 
with  over  10,000  meticulously 
culled  quotes  of  many  of  the  world's 
greatest  authors. 


The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on  your 
list.  It  is  a  pleasure  to  read,  wheth- 
er you  choose  to  sample  a  random 
few  inspirational  thoughts  at  a  time 
or  to  pursue  a  more  charted 
course  with  the  aid  of  both  subject 
and  author  indexes. 

When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts'"  will  surely  be  cherished 
for  a  lifetime.  The  cost  including 
slipcase  and  shipping  is  $49.50.  To 
receive  your  edition  or  send  it  as  a 
gift,  simply  fill  out  and  return  the  cou- 
pon below.  The  company  of  the 
greatest  writers  and  thinkers  awaits. 


□  over  3,000  more  quotations 
than  the  two-volume  set 

Q  binding  in  blue  cloth  with  gold 
imprint 

□  blue  cloth  slipcase  to  match 
binding  at  no  additonal  charge 

Q  indexed  by  author  and  subject 

□  authors  span  whole  range  of  civ- 
ilization from  classical  Greece  and 
Rome  to  present 

□  over  1 ,500  pages,  over  10,000 
quotations 

Q  no  shipping  or  handling  charge 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


TO  OWNERS  OF 
EARLIER  VOLUMES: 

You  can  now  add  this  latest 
volume  to  your  present 
collection.  To  update  your  two- 
volume  set,  the  third  volume  is 

available  for  individual 
purchase* at  $19.50.  The  blue 
and  gold  binding  of  the  third 
volume  has  been  selected  to 
make  a  matching  set.  Check 
the  appropriate  space  in  the 
coupon  at  right. 


Forbes  Books,  60  Fifth  Avenue,  New  York,  NY  10011 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


□  Charge  my  credit  card 
D  AmEx 
n  MasterCard 
G  Visa 
No 


Exp.  Date . 


City  State  Zip 

Q  Reserve  Volume  3  only  for  $19.50.  Shipping  and  payment  details  entered  atxjve. 

Please  add  sales  tax  in  New  YorV  State  and  other  states  where  applicable. 


Financial  Strategy 


MONEY  &  INVESTMENTS 


Both  high-  and  low-income  groups  are 
growing,  while  the  middle  shrinks.  What 
does  this  mean  for  business?  Big  changes. 

WINNERS 
AND  LOSERS 


By  A.  Gary  Shilling 


The  continuing  rapid  growth  in 
high-income  households  is  no  sur- 
prise to  anyone  who  sells  goods  and 
services.  What  major  bank  doesn't 
already  have  a  Private  Banking  Di- 
vision, complete  with  French  pro- 
vincial desks  instead  of  forbidding 
tellers'  cages?  But  the  other  side  of 
this  coin  has  been  a  reduction  in  the 
real  incomes  of  many  others. 

It  all  started  with  excruciating  in- 
ternational competition  in  the  early 
1980s,  which  forced  American  busi- 
ness to  cut  costs  significantly  for 
the  first  time  since  the  1930s.  Auto 
workers  making  $60,000  a  year,  in- 
cluding fringes,  saw  their  jobs  either 
automated  away  or  depart  to  much 
more  cost-effective  workers  in  the 
Orient.  The  lucky  ones  were  re- 
trained as  computer  programmers, 
but  are  earning  half  as  much.  The 
imlucky  ones  are  working  in  non- 
union plants  for  even  less. 

In  1973  families  with  pretax  in- 
come under  $20,000  in  1985  dollars 
accounted  for  39%  of  total  house- 
holds, 42%  in  1985,  and  probably 
50%  in  1995 — a  huge  jump  in  two 
decades.  This  pressure  on  incomes 

A  Gary  Shilling  is  president  of  A  Gary  Shil- 
ling &  Co.,  economic  consultants  and  asset 
managers.  His  firm  publishes  Insight,  a 
monthly  newsletter  covering  the  business 
outlook  and  investment  strategy. 


has  cut  middle-class  households: 
53%  were  in  the  $20,000-to-$60,000 
range  in  1975,  49%  in  1985  and  like- 
ly only  38%  in  1995. 

While  the  middle  is  shrinking, 
both  the  numbers  and  incomes  of 
upscale  households  are  rising.  So,  a 
goodly  number  who  were  once  in 
the  middle  are  moving  to  the  top, 
even  while  a  greater  number  are 
dropping  from  the  middle  to  the 
lowest  rung.  Those  who  are  rising 
are  people  with  the  high  technical 
and  managerial  skills  to  compete  in 
today's  world.  Only  8%  of  the  total 
in  1973,  households  with  over 
$60,000  pretax  income  will  be  13% 
in  1995,  and  their  share  of  total  in- 
come will  climb  from  30%  to  50% . 

What,  if  you  manufacture  or  sell 
goods  or  services,  can  you  expect? 
To  begin,  the  saving  rate  in  the  U.S. 
is  going  to  rise  dramatically.  Why? 
Because  upper-income  people, 
growing  in  number,  save  a  higher 
proportion  of  their  income  than  do 
those  in  the  middle.  In  1985,  when 
the  average  saving  rate  was  5%, 
households  with  $75,000  or  more  in 
pretax  income  saved  38%  of  their 
aftertax  dollars — 48%  if  they  were 
headed  by  someone  over  65.  The 
continuing  upward  shift  in  income 
and,  to  a  lesser  extent,  the  aging  of 
Americans  will  increase  the  saving 
rate  from  5.4%  last  year  to  10.5%  in 
1995,  even  if  people  in  individual 
spending  and  age  brackets  don't 
change  their  ways.  But  they  will.  As 
noted  in  my  Feb.  19  column,  the 
postwar  boom  in  housing  prices  is 
probably  over,  and  without  continu- 
ing appreciation  to  tap,  folks  will 
need  to  save  more. 

Those  whose  incomes  are  being 
cut  will  also  increase  saving  when 
they  finally  face  the  reality  of  lower 


purchasing  power.  Few  have  yet  ac- 
cepted their  income  squeeze  be- 
cause, hke  most  Americans,  they 
beheve  their  birthrights  include  liv- 
ing better  than  their  parents  and 
retiring  in  comfort.  So  they've  bor- 
rowed to  maintain  lifestyles  they 
can't  afford  but  don't  want  to  give 
up.  Largely  as  a  result,  consumer 
and  mortgage  debt  rose  to  a  record 
80%  of  aftertax  income  at  the  end  of 
last  year,  a  big  boost  from  60%  at 
the  end  of  the  1981-82  recession. 

As  these  poorer  Americans  cut 
consumption  and  either  save  some 
or  at  least  borrow  less,  the  overall 
shift  from  free-spending  to  big-sav- 
ing consumers  will  finance  the  capi- 
tal spending  boom  we  see  in  the 
years  ahead  as  well  as  any  remain- 
ing federal  deficit,  and  will  hold 
down  interest  rates  and  the  need  for 
foreign  borrowing. 

Thus  we  will  see  a  broad-based 
increase  in  saving  rates. 

Who  gains?  Who  loses?  Brokers, 
financial  planners  and  banks  that 
help  upscale  people  handle  their 
money  should  flourish.  Also  win- 
ners will  be  financial  institutions 
that  can  treat  those  with  reduced 
incomes  with  dignity  rather  than  as 
ciphers.  Lenders  that  profit  from 
consumer  loans  to  the  mass  market 
will  suffer  as  low-income  families 
cut  back  on  their  borrowing. 

Producers  of  quality,  prestige 
goods — luxury  cars,  unusual  vaca- 
tions, expensive  jewelry  and  cloth- 
ing— should  continue  to  do  well,  be- 
cause those  they  sell  to  will  contin- 
ue to  do  well  and  grow  in  number. 
But  producers  of  middle-line  prod- 
ucts, from  cars  to  clothing,  will  lose 
as  their  clientele  cuts  its  spending. 
Toyota  and  Nissan  were  pretty 
smart  bringing  out  their  Lexus  and 
Infiniti  for  an  era  when  sales  of  their 
smaller  cars  will  probably  dwindle. 

There's  probably  a  good  market, 
too,  for  makers  of  small  luxury 
goods.  Lower-income  consumers, 
forced  to  spend  more  carefully,  may 
elect  to  splurge  on  the  oddjuxury  to 
keep  up  their  morale  at  a  time  when 
they  will  be  spending  less  of  their 
time  in  shopping  malls.  Wal-Mart 
seems  on  the  right  track,  with  its 
increased  emphasis  on  service; 
when  people  spend  less  they'll  be 
fussier  where  and  how  they  spend. 

A  recession  may  be  already  under 
way,  and  it's  bound  to  force  con- 
stricted-income households  to  face 
the  discordant  music.  Get  ready  for 
the  pitfalls — and  opportunities.  It 
means  big  changes.  ■ 
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Market  Trends 


MONEY  &  INVESTMENTS 


As  the  banks  become  more  conservative 
in  how  much  they  lend  and  to  whom,  the 
prices  of  most  assets  are  going  to  drop. 

BAD  ART 
AND  BAD  DEBTS 


By  Frederick  E.  Roiie  Jr. 


A  once  active  short-seller  I  know 
jokes  that  he  is  now  in  the  money- 
recycling  business.  The  money  he 
made  shorting  stock  market  hypes 
and  frauds  is  being  recycled  by  his 
wife,  who  in  his  teasing  opinion  has 
gone  long  a  vast  array  of  art  market 
hypes  and  frauds. 

The  1980s  created  unprecedented 
numbers  of  rich  people  worldwide.  I 
will  define  rich  as  having  more 
money  than  one  reasonably  needs. 
Short-sellers  are  natural  cynics,  and 
my  reluctant  art  collector  friend  is 
no  exception.  He  is  skeptical  that 
his  family's  art  "values"  will  hold 
up,  because  he  believes  that  the 
driving  force  behind  the  rise  in  asset 
values  worldwide  is  quickly  wan- 
ing. That  driving  force  has  been  the 
evolving  concept  of  leverage  rela- 
tive to  risk  employed  by  banks. 

According  to  our  reluctant  art 
collector,  who  has  requested  ano- 
nymity: "When  I  was  in  business 
school  28  years  ago,  1-to-l  debt  to 
equity  was  considered  acceptable 
for  most  businesses,  2-to-l  debt  to 
equity  was  considered  wildly  ag- 
gressive. Now  if  I  ranked  all  busi- 
nesses from  1  to  10  according  to 
their  risk  profiles,  I  might  rank  an 

Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greeribrier  Partners,  a 
bedgefund. 


electric  utility  in  a  growth  market 
as  a  1 .  Not  very  risky.  The  business 
is  dependable.  I  might  rank  com- 
modities trading  as  a  10.  Highly 
risky.  Common  sense  would  tell 
you  that  leveraging  an  electric  utili- 
ty 2-to-l  would  make  more  sense 
than  leveraging  a  commodities  trad- 
ing business  2-to- 1 . 1  would  rank  the 
business  of  lending  money  as  a  5, 
about  in  the  middle  of  all  business 
enterprises  in  terms  of  risk.  Banks 
are  in  the  business  of  lending  mon- 
ey. Are  they  leveraged  1-to-l  or 
2-to-l?  No,  they  are  leveraged 
20-to-l.  That  is  what  a  5%  capital 
ratio  means.  For  each  dollar  of  equi- 
ty, they  borrow  20.  They  are  bor- 
rowing from  their  depositors.  It's 
crazy  and  why  anybody  is  surprised 
at  what  is  happening  in  the  banking 
system  is  beyond  me. 

"What  everybody  is  finding  out  is 
that  20-to-l  doesn't  work.  Now, 
what  happens  if  the  banking  system 
moves  to  10-to-l  leverage?  Simple. 
Both  sides  of  the  banks'  balance 
sheets  shrink  and  what  that  means 
is  that  there  is  less  money  around. 
Money  becomes  scarce.  The  value 
of  money  relative  to  things  goes  up. 
And  I  hate  to  say  it,  but  my  wife's 
art  collection  goes  down." 

Of  course,  viewed  in  this  com- 
monsensical  fashion,  it  is  obvious 
why  banks  have  problems.  And  not 
only  is  the  amount  of  leverage  in- 
volved illogical,  the  lending  prac- 
tices of  many  banks  defy  rational 
explanation.  Earlier  in  this  space  I 
jokingly  asked  what  sane  individual 
would  lend  his  or  her  hard-earned 
money  nonrecourse  to  Zimbabwe. 
Friendly  international  bankers  lined 
up  for  the  privilege.    . 

Think  about  it  for  a  second.  As  a 
business  proposition,   who  would 


you  lend  your  money  to  and  on 
what  terms?  If  you  are  like  most 
people,  if  you  were  competing  with 
banks,  you  would  never  get  a 
chance  to  make  a  loan.  You  would 
insist  on  more  than  adequate  collat- 
eral, you  would  insist  on  a  huge 
premium  over  the  risk -free  rate 
(Treasury  bills).  Unlike  most  banks, 
your  primary  consideration  would 
be  safety  of  principal  rather  than 
market  share  or  whatever  the  folks 
at  Citicorp  are  doing. 

Sitting  on  my  desk  is  a  stack  of 
articles,  a  typical  title  of  which  is 
"How  the  New  Megarich  Spend 
Their  Megabucks."  The  individuals 
featured  in  these  articles  made  their 
money  the  modem  way — they 
skimmed  borrowings.  They  bor- 
rowed huge  amounts  through  cor- 
porations and  then  paid  themselves 
grandly  for  their  borrowing  exper- 
tise. If  their  ventures  work,  their 
lenders  get  their  money  back.  If 
they  don't,  well,  what  else  is  new? 

Capital  ratios  for  banks  and  s&ls 
are  scheduled  to  rise  to  6%  next 
year.  Logic  would  dictate  even  high- 
er ratios.  With  the  demise  of  the 
junk  bond  market,  there  is  less 
money  available  for  poor  risks. 
There  are  fewer  foolish  lenders 
ready  and  willing  to  be  skimmed. 
The  message  is  clear:  The  new 
megarich  will  have  less  money 
burning  holes  in  their  pockets. 

If  I  accidentally  become  mega- 
rich, I  probably  won't  enjoy  it. 
Lodged  indelibly  in  my  conscious- 
ness is  one  of  my  poor  old  mother's 
favorite  aphorisms — "Willful  waste 
makes  woeful  want."  Meaning  that 
if  you  squander  your  money,  you  are 
going  to  miss  it. 

Three  companies  come  to  mind 
that  capitalized  spectacularly  dur- 
ing the  1980s  on  the  desires  of  the 
new  megarich  and  would-be  mega- 
rich to  enjoy  their  megabucks.  The 
future  is  not  nearly  as  bright  for 
these  companies  as  has  been  their 
recent  past.  As  a  cash-starved  art 
market  slows,  Sotheby's  (22)  profits 
will  drop,  as  commissions  fail  to 
keep  up  with  overhead. 

The  not  so  megarich  will  be  more 
careful  with  their  jewelry  spend- 
ing— bearish  for  Tiffany  &  Co.  (45). 

Finally,  Louis  Vuitton  Moet  Hennes- 
sey (170)  won't  sell  as  much  expen- 
sive luggage,  champagne,  brandy 
and  perfume  as  it  has  in  the  past. 

Business  could  be  slow  indeed  for 
these  three  companies  if  the  more 
austere  economic  climate  I  envision 
happens  to  materialize.  ■ 
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Property  Strategies 


MONEY  &  INVESTMENTS 


The  economists  are  forecasting  an  ane- 
mic economy  for  this  year.  Heres  why 
that  bodes  well  for  the  stock  market. 

WHY  BEARISH 
IS  BULLISH 


By  Charles  E.  Balilii 


The  1990  stock  market,  as  mea- 
sured by  the  s&lp  Composite, 
opened  on  a  sour  note,  collapsing 
3.8%  during  the  first  quarter.  A  ma- 
jority of  economists  foresee  bad 
news  ahead.  The  consensus  forecast 
for  this  year's  real  gnp  calls  for  a 
paltry  1.7%  growth — potentially 
the  biggest  slowdown  since  1982. 
Some  experts  even  see  a  recession. 

Assuming  the  soothsayers  are 
correct  in  their  pessimism,  now  is 
the  time  to  consider  buying  stocks. 

Equity  investments  are  always 
problematical.  Even  in  the  best  of 
times.  Nonetheless,  conmiitting  to 
the  stock  market  with  recession 
clouds  on  the  horizon  may  seem 
reckless,  especially  after  two  years  in 
which  equity  returns  have  been  so 
high:  Stocks,  including  dividends, 
advanced  more  than  16%  in  1988  and 
31%  last  year.  From  this  perspective 
it's  easy  to  understand  why  many 
observers  see  the  market  as  "over- 
valued" and  vulnerable.  But  is  it? 

Stock  market  assessments  often 
are  colored  by  recent  events.  Given 
their  success,  some  investors  might 
think  they'd  be  pushing  their  luck 
by  remaining  bullish.  But  from  a 
slightly  longer  time  frame,  these  re- 

Charles  E.  Bahin  is  managing  director  of 
BRS  Capital  Management,  Inc.,  an  invest- 
ment management  firm,  in  Boston. 


cent  performance  figures  aren't  all 
that  impressive.  Measured  against 
its  precrash  high  (Aug.  25,  1987 
close  336.77),  today's  s&p  Compos- 
ite stands  just  even  (Mar.  30,  1990 
close  336.69).  Allowing  for  the  12% 
inflation  of  the  past  30  months, 
stocks  actually  are  lower  than  they 
were  V/i  years  ago. 

As  for  the  recession  threat,  the 
fact  is  that  economic  slumps  usual- 
ly are  associated  with  bull  markets. 
As  shown  in  the  table,  the  economy 
has  grown  at  1.7%  or  less  on  eight 
occasions.  Of  these,  only  two  (1957 
and  1974)  coincided  with  a  bear 
market.  What's  more,  the  s&.p's 
mean  return  during  these  slow- 
downs was  significantly  higher  than 
its  post-1950  norm  of  13.3%. 

Ont  plausible  explanation  for  this 
rests  on  the  widely  accepted  theo- 
rem that  stock  prices  are  forward- 
looking.  During  economic  down- 
turns, financial  markets  can  be  ex- 
pected to  look  for  recovery.  If  the 
exceptional  case  proves  the  rule,  it's 
interesting  to  note  that  every  year 
listed  in  the  table  was  followed  by 
an  uptick  in  economic  activity,  save 


Economic  slumps: 
bullish  or  bearish? 

Real  GNP 
Yeai            growth 

S&P  Composite 
(total  return) 

1982             -2.6% 

21.6% 

1980             -0.2 

32.4 

1975             -1.3 

37.3 

1974             -0.5 

-26.5 

1970             -0.3 

40 

1958             -0.8 

43.4 

195-'                 1.7 

-10.8 

1954                13 

52.7 

Average        -0.7 

19.3 

for  1957  and  1974,  both  of  which 
preceded  recession  years. 

There's  reason  to  believe  the  cur- 
rent economic/stock  market  cycle 
will  run  true  to  form.  As  I  discussed 
in  my  Oct.  30,  1989  column,  three- 
month  Treasury  bills  traditionally 
have  provided  a  reliable  early  warn- 
ing signal  of  impending  turns  in  the 
economy.  The  tricky  part  is  finding 
a  way  to  anticipate  interest  rate 
changes.  Fonunately,  there's  a  solu- 
tion: the  T  bill  futures  market. 

Since  its  inception  in  January 
1976,  the  Treasury  bill  futures  mar- 
ket has  proved  remarkably  accurate 
in  foretelling  the  direction  interest 
rates  will  go.  In  the  most  recent 
example,  year-end  1988  futures 
quotations  indicated  that  T  bills 
would  average  8.1%  in  1989 — a  vir- 
tual bull's-eye.  A  fluke?  Hardly. 
Over  Its  14-year  history,  this  same 
exercise  has  been  within  75  basis 
points  of  estimating  the  upcoming 
year's  average  bill  rate — impressive 
precision  considering  this  was  the 
most  volatile  period  in  the  history 
of  interest  rates. 

Credit  market  behavior  is  also 
critical  to  equity  returns.  Imagine 
the  impact  on  the  stock  market  if 
interest  rates  doubled.  Few  would 
argue  that  stocks  would  remain  un- 
affected. Empirical  analysis  of  this 
historical  relationship  confirms  the 
sensitivity  of  equity  prices  to  even 
small  interest  rate  changes,  particu- 
larly when  It  comes  to  the  cyclical 
auto  and  housing  stocks.  Given  this 
correlation,  investors  stand  to  bene- 
fit by  harnessing  the  data  readily 
available  from  interest  rate  trends. 

The  bottom  line  is  that  Treasury 
bills  have  backed  off  their  year-ago 
peak  rate  of  9.1%  and  have  stabi- 
lized at  slightly  less  than  8%.  To- 
day's futures  market  pricing  sug- 
gests that  this  improved  interest 
rate  environment  will  continue  into 
next  year.  If  history  is  a  guide,  this 
picture  is  fully  consistent  with  the 
anemic  economy  projected  by  most 
economists.  A  recession  is  possible. 
But  it  would  be  a  mistake,  to  extrap- 
olate, since  1991  should  sec  a  resur- 
gence of  economic  activity,  with 
the  depressed  auto  and  housing  sec- 
tors leading  the  way.  As  the  pros- 
pect of  a  revitalized  economy  comes 
into  focus,  the  stock  market  should 
not  be  indifferent.  So  conditions  are 
ripe  for  a  bull  market  to  surface 
before  year-end.  Watch  for  rebounds 
in  hard-hit  stocks  like  (Jir^sU-r  (17), 
lord  (46),  (M  (46'/h),  Musco  (25),  May 
Uifi  (16)  and  Weyxrixietiser  (26).  ■ 
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FINANCIAL  SERVICES 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-  including  some  very 
famous  names  -  j 
which  I  believe  could  ! 
■"take  a  bath."  111  rush  »..dtiw 7uucir 
you  the  Performance  "*''^"^^*^'^ 
Ratings  ($39  value)  as  a  bonus  with 
youT  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext.  9064. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — ^Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  Toll-Free 
1-800-633-2252 

(Ext.  2686-Dept.  916AA4) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


"THE  DECADE  OF  EUROPE" 

Huge  changes  mean,  Huge  chances 
for  economies  and  stock  markets 
Twenty  years  of  successful  inter- 
national portfolio  management  by: 
FIDUKA  Depotverwaltung  Kaufin- 
gerstr  31,  Munich,  W-Germany 
Tel:  011-49-89-226664 
Fax:011-49-89-291805 
Please  write  to  us  for  information 


FRANCHISES 


Franchise 

your  business! 

For  the  expert  help  you  need  to 
become  a  franchisor,  call 
the  franchise  specialists. 

Francorp' 

New  York     .  Chicago      Los  Angeles 


0  Go.*'"©-,  O'.e 


12121  S21-3aOO     |70a|  Ml  ^SOO        1213)330-0600 

1-800-877-1103 


BUSINESS  SERVICES 


I  The  easiest  way 

PLACE  YOUR  ADS 

in  any  major  newspaper,  trade 

publication  or  magazine 
CALL1-800-522-4-ADS 

(1-800-522-42371 

CLASSIFIED 
AD  BUREAU 

24  hour  fax:  212  764-2934 
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cut  out  and  retain  for  future  usei 


FINANCIAL  SERVICES 


FREE  FINANCIAL  SOFTW 

AVAILABLE  FOR  DOWNLC 
with  your  paid  subscription.'*-  - 
LARGEST  INVESTMENT 

BBS  IN  USA!  - 

$15  One  time  fee  then  $4.80/hour. 

FREE  TRIAL!  Set  your  modem  to 

ANS1 12/2400,  N,8,1  Full  Duplex 

and  dial  in;  212-697-7171 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  ,AJabama  33403 


BUSINESS  OPPORTUNITIES 


OWN  YOUR  OWN  PRIVATE 
INTERNATIONAL  RANK 

Enjoy  the  ultimate  in  power, 
prestige  and  influence.  Create 
a  tax-free  fortune  through  your 
own  private  international  bank, 
with  major  profit,  privacy  and 
tax  protection  benefits.  Fully 
chartered  bank  available  in  a 
prime  locale.  No  experience 
required.  Phone  for  details. 

(800)  877-3777 


OPPORTUNITY  TO  BUY 

PROFITABLE  BUSINESS 

Over  1000  to  choose  from 

Many  with  owner  financing 

All  states  except  Northeast 

AFFILIATED 

BUSINESS  CONSULTANTS 

Ken  Williams  719-548-8888 

Colorado  Springs.  CO 


$    OVER  ONE  BILLION    S 

WORTH  OF  BUSINESSES  EARMS  i  RANCHES 

FOR  SALE  BY  OWNERS 
MANY  OFFERING  OWNER  FINANCING' 
To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 
,m^     NO  BROKERAGE  FEES 

^^  GREAT  WESTERN 

BUSINESS  SERVICES.  INC 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 

P  O.  Box  484-FB 
-^      '■    Wilmington.  DE  19899 
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BE  A  WINNER  AT 
SALES  AND  RELATIONSHIPS 

14  KEY  TIPS  TO  HELP  YOU: 

■  Increase  Your  Sales 

■  Sudd  Your  Business 

■  Win  With  YDur  Family 
HANDY  BUSINESS  CARD  SIZE 
Order  For  You  &  Your  Associates 

10  $3  or  100  $25 
SBR  BX  727  WILM  ,  DE  19899-0727 


BUSINESS  OPPORTUNITIEj 
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DQODCDTV  'vpe  sen/ice  Rea 
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«IMf Mil  in  Japan  Free  trans- 
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agency  services,  consulting,  marketing,  trade- 
shows  NO  COMMISSION 

Hon  6C  Bunker  1-800USA-2111 
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INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!!^ 

We  buy  &  sell  Diamonds  and  all  Precio 
Gemstones  Free  wholesale  catalog  siiKaK 
1%7'  Member  Jewelers  Board  of  Trade  41 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  l-800-«26-«352 


EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  -  OOCTORATE 

1 01  *iQ(\   I  tf  ino  »c»Jem< 
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COMPUTER  RENTALS 


WINE  CELLARS 


RENTALS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 
gggHTcggjy  '        •  Compaq    •  Laser  Printers 
lac  SE'     '^ ~'">^^^ir    •  Laptops     •  Portables 

Next  Day  Delivery      And  a  host  of  other  peripherals 
Anywhere  in  the  U.S.A.  QgH  Joll-Free 


Computer   Rental 


800-765-4727 


RESORTS 


jOUR  SEASON  RESORT 
lERGER  OR  ACQUISITION 

500  Acres  in  Allegheny  Highlands; 

dable  inventory  of  real 

state  in  place;  125,000  skiers/yr. 
)acity.  Estimated  potential  for 
1.000  skiers,  36  holes  of  golf. 

id  1800  housing  units.  Ideal 

)r  conference  center.  Forbes  Inc. 
lox  14,  60  5th  Ave.,  NY,  NY,  1001 1 


MERCHANDISE 


•  JSINESS  PHONE  SYSTEMS 


PWEST  PRICES-FAST  DELIVERY 
AT&T  •TIE  •OTHERS 
ril         FULLY  GUARANTEED 
ERLIN,  SPIRIT  SYS  25,  TIE  EXEL 
FREE  CATALOG 


VIC  GROUP     (800)331-8199 


FAX  PAPER 


FAX      PAPER 


Guaranteed  lowest  prices 
24  hour  shipping 
Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 
Tel:  (516)  239-1854 
Fax:  (516)  239-1939 


A-Z  FAX  PAPER  fVlFG. 


COMPUTERS 


imflRYmflClNDUSTRIESINC 


Our  1 3lh  year  of  DISCOUNTS 

Tandy*  Computers 

Radio  Shack '  Products 

Toll  Free  800-^31-3680 

1 1  Katy  Fwy  Katy(Houston)  TX  77450 

;'1 3-392-0747  Fax  (713)  574-4567 


REAL  ESTATE 


WORLD'S  BEST  PRIVATE 
CARIBBEAN  ISLAND 

Peeking  buyer,  or  partner(s)  to  develop 
BSidential  health  resort  Incomparable 

cation  in  US  waters  Untouched  and 
tristine  Wealthiest  neighbors.  One 
iwner,  simple  title.  Make  offer,  in  mil- 
lons.  Phone  915-655-6377  or  write: 

Islands,  co  Forbes  Inc.,  Box  15, 
lY.  NY  10011 


REAL  ESTATE 


SOUTHWESTERN  MONTANA 
MOUNTAIN  RANCH.  This  ranch 
contains  more  than  12,000  deeded  acres 
rn  a  block  contiguous  to  the  national 
forest  for  more  than  nine  miles. 
Estimated  to  carry  1,500  animal  units 
with  the  most  complete  set  of 
improvements  we  have  seen.  Every 
ditch,  fence  and  building  on  the  ranch 
has  been  built  or  rebuilt,  at  a  cost  of 
nearly  $2  million.  The  three 
"manager/owner  quality"  homes  plus 
extensive  guest  facilities  would  make 
any  ranch  owner  proud.  In  addition, 
the  owner  of  this  ranch  would  have  a 
magnificent  hand-hewn  log  and  stone 
owner's  residence,  which  is  at  once 
grand,  but  appropriate  to  the 
surroundings.  Extensive  fishing  and  big 
game  hunting  are  available  both  on  the 
ranch  and  in  the  wilderness  area  just 
one-quarter  of  a  mile  from  the  ranch 
border. 

SHERIDAN  AREA    RANCH. 

Situated  at  the  very  base  of  the  Big 
Horn  Mountains,  this  is  a  classic 
"gentleman's  ranch!"  It  is  large  enough 
to  support  an  intensive  cattle  or  horse 
operation,  but  small  and  beautiful 
enough  to  operate  solely  as  a  wildlife 
retreat.  Specialized  improvements  lend 
ihetnselves  to  horses,  but  are  not 
limiting.  It  is  private  and  secluded,  yet 
eminently  accessibje.  A  million  dollar 
location,  with  exteiTiive,  attractive  and 
highly  appropriate  improvements. 
Unquestionably  the  best  the  Sheridan 
market  has  to  offer. 

Contact  exclusive  agent  for  sellers:  Hall 
and  Hall.  Inc.,  P.O.  Box  1924.  Billings, 
Montana  59103.  (406)  252-2155  or 
(406)  587-3090. 


COLORADOS 
SAN  LUIS  VALLEY 

RECREATION:  Fish,  hunt,  swim  pool 

CONFERENCE  CENTER; 

Sleeps  30,  kitchen 

DEVELOPMENT  8000  elev  ,  gorgeous 

120  ac  with  buildings  (turn  )  $395,000 

3500  ac  adjoining  (no  improv.)  $350,000 

BORDERS  NATL.  FOREST 

715-598-4460  (owner)  for  brochure 


Spectacular 
>lontana  Mountain  Property 


•  f'nt  miles  of  blue  ribbon  Irout  >lreani 

•  Ho(»inf[  dc»i{tned  ^nd  furnished  b>  a«ard-«inninf( 
orchiiecb 

•  Next  to  hugr  Frdcnil  forest  h(ildinf{>  filled  «ith  hijt 
game,  mountain  liiike>  and  >ireani$ 

$6S0.0OUand  fiSO.OOO 

Descriptive  packajte  SIU.OU 

Triangle  Ranch  Business  Office  1) 

m  S  Michigan  \»enue'Ste.  IT-LhicaiEo.  Illinois  606CM 


WiNECELLARS-  USA 

18  Models  -  We  won't  he  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

-  Not  Handmade 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


$  499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


FURNITURE 


FREE  CATALOG     toil  free  1-800-CRAFTED 


ENRY    GOOC 

COLLLCTION 


H 


Solid  Mahogany 
&  Other  Hardwoods 


Stand-Up  Desks  •  Revolving  Bookcases  •  Custom  Furniture 

Call  or  write  for  FREE  Catalog:  1-800-CRAFTED  or  1-800-272-3833 
TIME-N-TIMBER  WOODCRAFTERS,  INC..  FBS,  Box  355,  Silverhill,  AL  36576 


EXECUTIVE  GIFTS 


MERCHANDISE 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


DdCKC^aver  1.800.251-2225  or  write 

S3  Jeffrev  Ave..  Dept.  F-62.  Hollislon.  MA  01746 
In  MA  508-429-5940 


MAILORDER 


Inclineffi 
Ride,  Don't  Climb. 


Ride  up  or  down 
stairs  quickly  and 
easily  with  Incli- 
nette,  the  cus-      \ 
tom-built,  single-   ' 
seat  stair  lift  from 
Inclinator  Co.  of 
America.  For 
more  informa- 
tion, write  today: 


■r;%     I  ■! 


INCLINATOR 


COMPANY     OF 


[AMERICA 


Dept.  7 

P.O.  Box  1557 

Harrisburg,  PA  17105-1557 


STOP  SWEAT 
FOR  6  WEEKS 

Treatnnent  with  elec- 
tronic DRIONIC® 
keeps  tfie  heavy 
sweater  dry  for 
6  week  periods. 
Thousands  prescrib- 
ed by  doctors.  Try 
Drionic  for  unequal- 
ed  sweat  control 
with  a  45  DAY 
MONEY  BACK  GUAR. 
Send  $125.  ea.  pair 
(specify  hands, 
underarms  or  feet). 
CAres. -t-6V4%.COD 
send  $25.  —  bal/ 
chgs  on  receipt. 
GENERAL  MEDICAL  CO.  Dept.  FOB-31 
1935  Armacost  Ave.,  Los  Angeles,  CA  90025 

Phone  orders  -  MC/Vlsa  -  800  HEAL  DOC 


FEET 


e  IMOGEN  UEO CO 


ARTS  AND  ANTIQUES 


f  "Old  European  Art" 

The  sword  of  "his  Highness 

King  Ludwig  of  Bavaria," 

a  unique  work  of  Art. 

Minimum  offer:  $1,000,000. 

Photos  &  Information  under 

Forbes  Inc.,  Box  12,  60  Fifth  Ave., 

V        New  York,  N.Y.  100 11        ^ 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


Streetwalker 


Edited  by  Thomas  Jaffe 


Can  the  pros  be  wrong? 

Can  Warren  Buffctt,  John  Temple- 
ton  and  Larry  Tisch  all  be  wrong 
about  the  same  stock?  It's  hard  to 
believe.  But  then,  most  dogs  aren't  as 
mangy  as  $5.2  billion  (sales)  Champi- 
on International  Corp.  (recent  nyse 
price  of  27). 

Buffett,  through  Berkshire  Hatha- 
way, controls  nearly  8%  of  Champion's 
votes.  He  bought  in  last  December, 
when  the  stock  was  at  31 'A.  Buffett 
paid  $300  million  for  9'/4%  preferred 
convertible  into  common  within  two 
years  at  $38  a  share.  Meanwhile,  Berk- 
shire will  collect  $28  million  a  year  in 
dividends,  well  above  its  cost  of  funds 
(Forbes,  Mar  19). 

As  for  Templeton,  his  funds  own 
almost  6%  of  Champion  common.  Fi- 
nally, Tisch's  Loews  Corp.  reportedly 
is  accumulating  shares  and  has  clear- 
ance from  the  etc  to  go  as  high  as 
15%.  (There  are  96.2  million  fully  di- 
luted common  shares  outstanding.) 

To  make  such  a  heavy  bet  on 
Champion  is  to  put  one's  faith  in  its 
chairman,  Andrew  Sigler,  59.  In  1971 
Champion  traded  in  the  high  30s. 
Sigler  became  chief  executive  in  1974. 
The  stock  didn't  reach  those  levels 
again  until  the  market  top  in  1987. 
Otherwise,  it  has  mainly  been  stuck 
between  the  high  teens  and  high  20s 
during  Sigler's  tenure  as  boss. 

So  what  is  Champion's  attraction? 
Certainly  not  as  a  takeover  target,  at 
least  as  long  as  Buffett's  on  the  scene. 

What  of  its  fundamentals?  Accord- 
ing to  analyst  Gary  Palmero  of  Oppen- 
heimer  &.  Co.,  they  stink.  He  esti- 
mates the  company  will  earn  just 
$2.45  a  share  this  year,  down  45% 
from  1989,  and  he  doesn't  look  for 
much  more  in  1991. 

Speculators  seem  to  be  pinning 
their  hopes  instead  on  the  prospect  of 
asset  sales.  The  company  has  said  it  is 
negotiating  to  sell  about  175,000 
acres  of  California  timberland.  But 
the  speculators  go  further.  Suppose, 
they  say,  Champion  were  to  sell  all  of 
its  1.6  million  acres  in  the  West. 
Some  estimate  this  property  is  worth 
$2  billion  to  $2.6  billion.  The  notion 
is  that  Champion  would  raise  money 
in  order  to  buy  back  stock.  Not  a  bad 
idea,  as  Champion  currently  trades  at 
a  31%  discount  to  its  stated  $39-a- 
share  book  value.  What's  more,  a  10- 
million-share  repurchase  program  is 


Warren  Buffett 

An  ace  in  Champion's  hand. 

already  under  way. 

Palmero  thinks  such  asset  sales 
would  make  sense,  but  as  for  those 
estimates  of  $2  billion  or  more,  he 
thinks  the  acreage  will  fetch  only 
around  $1.3  billion. 

"When  I  look  at  a  company  that's 
underperformed  for  years,"  says  Pal- 
mero, "I  try  to  find  a  catalyst  for 
change.  I  don't  see  one  here,  at  least 
not  from  within."  With  all  due  re- 
spect for  Messrs.  Buffett,  Templeton 
and  Tisch,  his  advice  is  to  pass. 


Fool's  gold 

Streetwalker  doesn't  normally  re- 
turn to  a  source  the  morning  after, 
but  analyst  Ronald  Shorr  of  Bear, 
Steams  &.  Co.  distinguished  himself 
recently  when  he  predicted  that  those 
speculating  in  Newmont  Mining 
might  be  in  for  a  big  disappointment 
(Forbes,  Apr.  2).  Since  then,  New- 
mont's  shares  have  fallen  1 7% . 

Shorr  is  quick  to  point  out,  howev- 
er, that  some  of  Newmont's  drop 
must  also  be  tied  to  the  decline  in  the 
price  of  gold.  (It  is,  after  all,  the  largest 
gold  miner  in  North  America.)  But 
Newmont  is  still  overpriced,  along 
with  all  other  gold  stocks,  says  he. 

Since  August  1986,  says  Shorr, 
there  have  been  two  moves  in  the  gold 
price  from  $360  3n  ounce  to  $420,  and 
two  moves  from  $420  back  down  to 
$370.  Each  time,  gold  stocks  signifi- 
cantly outpaced  the  metal's  advance, 
but  retreated  no  more  than  gold's  per- 


centage decline,  even  ending  at  higher 
prices.  Furthermore,  with  each  wave 
the  average  p/e  of  North  American 
gold  stocks  has  risen;  the  group  multi- 
ple now  stands  at  35  times  estimated 
earnings  for  the  current  year. 

"When  something  already  sells  at  a 
huge  multiple  anticipating  that 
things  will  be  bullish,"  says  Shorr, 
"it's  not  unfair  to  expect  that  after 
three  or  four  disappointments  there 
should  come  a  retracmg  of  that  multi- 
ple. Since  1986  gold  has  made  three 
forays  over  $400.  None  of  them  held. 
You'd  think  that  with  gold  stocks  at 
higher  price  levels,  gold's  constant 
failure  should  by  now  have  sapped 
enthusiasm  for  the  group." 

One  reason  it  hasn't,  Shorr  ac- 
knowledges, is  that  investors  may  be 
anticipating  higher  gold  prices  later  in 
1990.  "Between  $370  and  $380,"  he 
says,  "they  may  figure  that  the  down- 
side is  limited  to  $350  or  so,  versus  a 
potential  return  to  $425  or  more.  But 
at  35  times  earnings,  the  group  al- 
ready reflects  $425,  if  not  $525  gold." 

Shorr 's  advice:  If  gold  waffles  be- 
tween $360  and  $380  for  a  while,  the 
stocks  may  erode  over  time,  making 
them  more  attractive.  Otherwise,  pro- 
ceed at  your  own  risk. 


The  Pritzker  stub 

TIhe  best  investors  not  only  smell 
opportunity,  they  take  advantage 
of  it.  Consider  Chicago's  multibil- 
lionaire  Pritzker  family,  who  now 
control  $2.8  billion  (sales)  American 
Medical  International,  the  nation's 
fourth-largest  hospital  operator.  Last 
summer  a  group  led  by  the  Pritzkers 
offered  to  acquire  ami  in  a  $28-a-share 
leveraged  buyout.  But  after  the  junk 
bond  market  collapsed  last  fall,  the 
Pritzkers  lowered  their  offer  for  ami 
to  $26.50.  By  that  point,  most  of  ami's 
shares  were  held  by  arbs  who,  pressed 
for  cash,  gladly  tendered  at  the  cheap- 
er price  in  order  to  replenish  their 
coffers.  The  Pritzker  group  wound  up 
with  86%  of  the  stock.  Total  cost: 
$1.7  billion. 

"It's  the  cheapest  acquisition  of 
high-quality  assets  I've  ever  seen," 
says  Charles  Mills  111,  chairman  of 
Richmond,  Va. -based  brokerage  house 
Anderson  &.  Strudwick. 

So  how  fares  ami  today?  The  Bever- 
ly Hills-based  company  is  now  run  by 
Harry  Gray,  former  chairman  of  Unit- 
ed Technologies.  There  are  roughly  15 
million  "stub"  shares — the  stock  that 
remained  outstanding  after  the  deal 
closed — which  continue  to  trade  on 
the  Amcx.  Recent  price:  478. 

AMI  must  pay  down  approximately 
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$1  billion  of  LBO-related  debt  by  the 
spring  of  1991.  To  that  end,  it  already 
has  raised  some  $400  million  through 
asset  sales,  and  recently  agreed  to  sell 
four  Swiss  hospitals  for  another  $168 
million.  But  even  without  selling  as- 
sets, says  Mills,  the  company  should 
have  no  problem  repaying  its  debts. 
For  instance,  in  the  quarter  ended  Feb. 
28,  operating  income  rose  22%,  to 
$135  million. 

For  the  fiscal  year  ending  Aug.  31, 
Mills  estimates  that  ami's  aftertax 
cash  flow  will  be  $1.92  a  share.  Which 
means  the  stub  stock  sells  for  just  2.4 
times  projected  cash  flow.  Even  mak- 
ing the  extra-conservative  assump- 
tion that  operating  income  will  rise 
only  4%  a  year.  Mills  says  ami's  in- 
come growth  plus  internally  financed 
debt  repayment  should  increase  cash 
flow  to  $4.60  a  share  by  1995. 

Such  prospects,  says  Mills,  make 
AMI  a  real  bargain.  Moreover,  if  you 
prorate  the  Pritzkers'  investment  ac- 
cording to  the  number  of  stub  shares, 
it  means  they  paid  the  equivalent  of 
$7.12  a  share  for  their  stock.  So  ami  is 
now  trading  about  35%  below  its  cost 
basis.  In  five  years  he  thinks  ami  will 
be  a  $30  stock. 


Scissor  kick 

Analyst  Michael  Via,  also  of  Rich- 
>mond's  Anderson  &.  Strudwick, 
has  a  buy  on  little  jlg  Industries,  Inc., 
headquartered  in  McConnellsburg, 
Pa.  JLG  (estimated  1990  sales,  $143 
million)  manufactures  specialized  hy- 
draulic machinery,  including  mobile 
aerial  work  platforms  for  off-highway 
use  and  materials-handling  equip- 
ment. JLG  is  hardly  undiscovered: 
Since  1988  the  stock  has  roughly  tri- 
pled, to  a  recent  22  o-t-c.  But  Via  says 
there's  more  to  come. 

The  company  has  introduced  a  new 
line  of  scissor-type  machines.  It  also 
has  cleaned  up  its  U.K.  operation, 
long  unprofitable,  in  order  to  take  bet- 
ter advantage  of  a  growing  European 
market  for  its  products.  Meanwhile, 
the  backlog^ now  stands  at  a  record 
$50  million.- 

Because  of  startup  costs  related  to 
the  "scissor"  line.  Via  says  earnings 
for  the  fiscal  year  ending  July  31  will 
be  up  only  7%,  to  $2.30  a  share.  But  he 
looks  for  a  26%  gain  in  fiscal  1 99 1,  to 
$2.90.  That  prices  the  stock  at  eight 
times  anticipated  earnings  for  the  fis- 
cal year  beginning  in  four  months. 
There  are  3.5  million  shares.  Chair- 
man and  founder  John  Grove,  69,  who 
headed  Grove  Industries  before  it  was 
bought  by  Kidde,  owns  22%. 
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This  is  the  way  you  always 
imagined  the  South  Pacific 


Read  what 
Andrew  Harper's 
■guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise 


IWeav^Bepcrt' 


W    I    ^aken  as  a  whole,  Fyi  is 
.  ^      B      "perhaps  the  most  idyllic  and 
'^  X  I        hospitable  archipelago  in  the 
^  ^  ■        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds — 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er\joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling^scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells — 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific...  ■■ 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 

Name 


Zip. 


90E2 


173 


nnouncing 


•  •  • 


An  Annual  Tour  of  The 
International  Business  World 

America's  business  executives  need 
to  understand  the  status  of  com- 
merce in  the  U.S.  and  how  it  com- 
pares with  that  of  foreign  nations. 
For  this  reason,  The  FORBES  In- 
ternational 500  Survey  focuses  on 
global  economic  events  and  cur- 
rency values  -  factors  that  signifi- 
cantly affect  corporations  and 
investors  worldwide.  This  issue 
looks  at  the  biggest,  most  success- 
ful and  most  adventuresome  com- 
panies in  the  world. 

It  also  interprets  wordly  events 
and  conditions  in  these  key  areas: 
D  The  500  Largest  Foreign 

Companies 
D  The  100  Largest  Foreign 

Investments  in  the  United  States 
D  The  100  Largest  U.S.  Multi- 
nationals 
D  The  100  U.S.-Traded  Foreign 

Stocks 
FORBES  also  pinpoints  up-and- 
coming  nations,  plus  the  locations 
that  thrive  on  international  com- 
petition. Readers  can  analyze  the 


The  FORBES 
hitemational 
500  Survey- 
Including 
The  World's 
Billionaires 

performance  of  American  com- 
panies internationally,  as  well  as 
of  foreign  companies  in  the  U.S. 

FORBES  Reports  On  The 
World's  Billionaires 

Who  are  the  richest  people  in  the 
world?  FORBES  not  only  lists  who 
they  are,  but  how  they  made  it 
big,  and  what  their  lucrative  life- 
styles are  like. 

Reach  America's 
Top  Executives  and 
Affluent  Consumers 

FORBES'  735,000  subscribers  are 
upscale  and  active  buyers  for  your 
products: 


D  49%  are  top  management 

D  22%  are  CEOs,  COOs,  or  CFOs 

D  98%  are  investors  holding 

portfolios  worth  an  average 

S899,000 
D  Household  income  average: 

$162,000 

Sourer:  Don  Bowdn-n  Asncittcs.  198''. 

Newsstand  Bonus 

Because  the  International  500  de- 
livers a  solid  circulation  bonus 
through  enthusiastic  newsstand 
sales,  advertisers  can  be  assured 
exteasive  long-term  exposure  from 
the  issue's  enhanced  visibility. 

While  affluent  readers  focus  on 
international  business,  make  sure 
they  see  your  ad  in  the  July  23rd 
issue  of  FORBES. 


Issue  date.       July  23,  1 990 
Closirifi  ckites.Junc  11,  1990 
(partial  pages) 

June  18,  1990 
(full  pages) 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  May  15,  1920) 


AT&T  pioneet  I  builder  Theodore  N.  Vail, 
who  died  in  early  1920 

"Financial  and  business  people  are 

showing  symptoms  of  nervousness. 
They  are  acting  in  a  jumpy  sort  of 
way.  They  are  manifesting  a  tendency 
to  be  stampeded.  The  financial  com- 
munity exhibited  intense  alarm  when 
reports  were  received  that  panic  had 
broken  out  in  Japan,  causing  the  prin- 
cipal exchanges  to  close  their  doors. 
On  the  New  York  Stock  Exchange 
quotations  have  fluctuated  widely; 
losses  of  5,  10  and  even  40  points 
have  occurred  in  one  day.  Commod- 
ity markets  have  been  similarly 
irregular.  ..." 

Sixty  years  ago 

(From  the  issue  of  May  1 5,  1930) 
"To  shout  'Have  nothing  to  do  with 
Europe'  may  tickle  the  ears  of  the 
ignorant  and  the  prejudiced;  but  every 
intelligent  person  knows  that  such  a 
slogan  is  a  mischievous  shibboleth 
and  that  modem  civilization  has  so 
knit  all  nations  together  that  we 
would  find  ourselves  wallowing  in 
chaos  were  we  to  attempt  [it]  or  were 
Europe  to  boycott  us.  We're  in  the 
world,  part  and  parcel  of  the  world, 
and  cannot — powerful  and  mighty 
though  we  are — hold  ourselves  aloof 
from  the  world." 


"Should  the  markets  for  grain,  cotton 
and  several  other  important  farm 
products  remain  as  unfavorable  at 
next  harvest  time  as  they  have  been 
this  spring,  the  country  will  be  talk- 
ing agricultural  depression  again.  The 
general  level  of  prices  of  farm  prod- 
ucts is  low  and  has  been  low  all  this 
year,  relative  to  things  farmers  buy. 
This  is  less  disturbing  in  the  spring 
when  farmers  have  little  to  sell,  but  if 
it  continues  through  and  beyond 
wheat  harvest,  we  shall  see  a  serious 
issue  raised." 

Fifty  years  ago 

(From  the  issue  of  May  15,  1940) 
"Whereas  Allied  victory  was  formerly 
regarded  as  practically  certain,  grave 
alarm  has  spread  in  the  best-posted 
governmental  circles,  in  international 
banking,  and  the  highest  business  cir- 
cles. The  Allies  have  been  disappoint- 
ingly slow  on  the  trigger.  Hitler  once 
again,  by  his  lightning  strokes,  has 
stolen  important  bases." 

"A  quick  look-around  in  a  large-city 
drugstore  reveals  pocket  knives  for  23 
centS;  wrist  watch  straps,  19  cents 
(marked  down,  the  label  implies,  from 
$1);  electric  grill,  $1.69;  electric  toast- 
er, $1.98;  shaving  mirror,  19  cents; 
small  overnight  bag,  98  cents." 

Twenty-five  years  ago 

(From  the  issue  of  May  1 5,  1965) 
"Defense  Department  economists  say 
that  most  of  the  $700  million  request- 
eiby  President  Johnson  for  the  mili- 
tary actions  in  Vietnam  and  the  Do- 
minican Republic  will  go  into  'com- 
bat consumables' — e.g.,  ammunition, 
bombs,  small  rockets,  aircraft  and  ve- 
hicle parts.  There  will  also  be  some 
new  production  of  aircraft.  ..." 

"Just  as  the  Model  T  Ford  created  the 
auto  industry,  so  did  the  DC-3  make 
commercial  aviation  possible.  Like 
the  old  Model  T,  the  DC-3  is  tough 
almost  beyond  belief.  It  rarely  breaks 


down;  when  it  does,  it  can  almost  be 
repaired  with  a  piece  of  wire.  And, 
given  halfway  decent  maintenance,  it 
evidently  can  last  forever.  Today,  19 
years  after  the  last  was  built  and  29 
years  after  the  first,  there  still  are  sev- 
eral thousand  DC-3s  [in  service]." 

"  'The  trend  to  young  marriages  that 
lasted  from  1890  well  into  the  1950s 
may  have  come  to  an  end, '  reports  the 
Commerce  Department.  The  median 
age  at  which  men  marry  for  the  first 
time  has  risen — to  23.1  years,  up  from 
the  alltime  low  of  22.5  years  in  1959. 
The  median  for  women  is  still  a  low 
20.5  years,  which  partly  explains 
what  the  Department  calls  'the 
marked  attrition  of  female  students 
during  the  first  two  years  of  college.'  " 

Ten  years  ago 

(From  the  issue  of  May  12,  1980) 
"Motorcycles:  1.2  million  will  be  sold 
[in  the  U.S.]  this  year,  says  the  Motor- 
cycle Industry  Council,  priced  from 
$1,500  to  $9,000.  Mopeds:  360,000 
sales  at  $400  to  $1,000  each.  Scooters: 
about  20,000  at  up  to  $1,800  each." 


71 

V^ 

T 

•^  1 

_.^^»^ 

^fc  *      1^ 

^jyj 

W9^ 

"^^ 

The  famous  DC-3,  Model  T  of  the  air 


Members  of  San  Francisco's  Montgomery 
Street  Motorcycle  Club  beat  the  traffic 

"Jobs-for-life  may  be  as  Japanese  as 
the  chrysanthemum,  but  that  tradi- 
tion isn't  likely  to  come  to  the  U.S. 
'This  is  a  typical  example  of  the 
things  that  we  have  not  imported  into 
this  country,'  Kiyoshi  Kawashima, 
president  of  Tokyo's  Honda  Motor 
Co.,  said  as  he  dedicated  his  new  mo- 
torcycle plant  in  Ohio." 

"In  the  first  quarter  [of  1980]  real 
growth  ran  1.1%  ahead  of  the  fourth 
quarter  of  1979,  according  to  early 
reports.  But  the  second  quarter,  re- 
flecting the  Federal  Reserve's  re- 
straints on  consumers  and  on  lending 
institutions,  will  experience  a  [real] 
decline  that  could  be  as  great  as  1%." 


FORBES,  MAY  14,  1990 


175 


People  who  feel  themselves  to 
be  exiles  in  this  world  are 
mightily  inclined  to  believe 
themselves  citizens  of  another. 
George  Santa y ana 


Two  things  fill  the  mind  with 
ever  new  and  increasing  wonder 
and  awe — the  starry  heavens 
above  me,  and  the  moral  law 
within  me. 
Imivlanuel  Kant 


He  who  steadily  observes 
thos3  moral  precepts  in  which 
all  religions  concur  will  never 
be  questioned  at  the  gates  of 
heaven  as  to  the  dogmas  in 
which  they  all  differ. 
Thomas  Jefferson 


Why,  a  moral  truth  is  a  hollow 
tooth  which  must  be  propped 
with  gold. 
Edgar  Lee  Masters 


The  cosmic  religious  experience 
is  the  strongest  and  noblest 
driving  force  behind 
scientific  research. 
Albert  Einstein 


No  one  is  without  Christianity, 
if  we  agree  on  what  we  mean 
by  the  word.  It  is  every 
individual's  individual  code 
of  behavior  by  means  of  which 
he  makes  himself  a  better 
human  being  than  his  nature 
wants  to  be,  if  he  followed 
his  nature  only. 
William  Faulkner 


What  church  I  go  to  on  Sunday, 
what  dogma  of  the  Catholic 
Church  I  believe  in,  is  my 
business;  and  whatever  faith 
any  other  American  has 
is  his  business. 
John  F.  Kennedy 


I  have  no  objections  to  churches 
so  long  as  they  do  not  interfere 
with  God's  work. 
Brooks  Atkinson 


Pioughts 

on  the  Business  of  Life 


Victory  is  sweetest  when  you've 
known  defeat. 

Ability  mil  never  catch  up 
with  the  demand  for  it 

You  pay  for  everything,  even 
including  peaking  your  mind 
(with  or  without  one). 

Too  many  people  overvalue 
what  they  are  not  and 
undervalue  what  they  are. 
Malcolm  Forbes 


The  various  modes  of  worship 
which  prevailed  in  the  Roman 
world  were  all  considered  by 
the  people  as  equally  true, 
by  the  philosophers  as  equally 
false,  and  by  the  magistrate 
as  equally  useful. 
Edward  Gibbon 


We  are  ne'er  like  angels 
till  our  passion  dies. 
Thomas  Dekker 


Grace  is  indeed  required  to  turn 
a  man  into  a  saint;  and  he  who 
doubts  this  does  not  know  what 
either  a  man  or  a  saint  is. 
Pascal 


Religion  is  excellent  stuff 

for  keeping  common  people  quiet. 

Napoleon 


More  than  9,000  "Thoughts,''  indexed  by 
author  and  subject,  are  available  in  a  three 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc. ,  60  Fifth  A  ve. ,  New  York, 
N.Y.  10011  Add  sales  tax  on  orders  in  New 
York  jtate  and  other  states  where  applicable. 


It  often  happens  that  I  wake  at 
night  and  begin  to  think  about 
a  serious  problem  and  decide 
I  must  tell  the  Pope  about  it. 
Then  I  wake  up  completely  and 
remember  that  I  am  the  Pope. 
Pope  John  XXIU 


Prayer  does  not  change  God, 
but  it  changes  him  who  prays. 
Kierkegaard 


He  who  begins  by  loving 
Christianity  better  than  truth 
will  proceed  by  loving  his 
own  sect  better  than 
Christianity  and  end  in 
loving  himself  better  than  all. 
Samuel  Taylor  Coleridge 


Art,  like  morality,  consists 

of  drawing  the  line  somewhere. 

G.K.  Chesterton 


A  Text . . . 

Withhold  not  good  from 
them  to  whom  it  is  due, 
when  it  is  in  the  power  of 
thine  hand  to  do  it.  Say 
not  unto  thy  neighbor, 
Go,  and  come  again,  and 
tomorrow  I  will  give,  when 
then  thou  has  it  by  thee. 
Proverbs  3:27-28 


Sent  in  by  Jack  E.  Dalton,  Greensboro, 
N.C.  What's  your  favorite  text?  The  Forbes 
Sciapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Man  is  a  credulous  animal, 
and  must  believe  in  something: 
in  the  absence  of  good  grounds 
for  belief,  he  will  be 
satisfied  with  bad  ones. 
Bertrand  Russell 


Let  us  endeavor  so  to  live 
that  when  we  come  to  die  even 
the  undertaker  will  be  sorry. 
Mark  Twain 
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canbe  as  important 
as  what  you  say  ro 


It  can  happen  anytime  you  speak  up  for  what 
you  believe  in.  It's  not  only  what  you  say  but 
how  you  say  it  that  gets  the  job  done.  Yet  no 
matter  what  your  goals  nor  how  great  your 
aspirations,  chances  are,  you  could  be  doing  a 
whole  lot  more  to  achieve  them. 

Standing  up  effectively  for  your  ideas 
requires  confidence  and  skill.  It  requires  the 
ability  to  express  your  thoughts  with  clarity 
and  conciseness.  It  demands  the  courage  and 
conviction  to  believe  in  yourself  and  in  your 
own  inherent  capabilities.  Good  reasons  why, 
every  year,  thousands  of  men  and  women  take 
the  Dale  Carnegie  Course? 

They  feel  the  immediate  excitement  of  com- 
municating more  effectively  on  the  job  and  even 
at  home  .The  course  helps  them  quickly  improve 
their  abilities  to  organize  their  thoughts,  state 


their  case  and  speak  naturally  in  a  sincere, 
convincing  manner.  They  see  first-hand  how 
to  command  the  complete  attention  of  listeners 
and  stimulate  enthusiastic  interest,  whether 
talking  with  one  individual  or  to  a  group. 

They  move  more  rapidly,  more  easily  toward 
the  realization  of  their  goals.  They  develop  a 
fresher,  more  positive  perception  of  them- 
selves. They  begin  to  earn  greater  recognition 
as  others  view  them  more  favorably.  And  they 
soon  begin  to  realize  greater  opportunities  for 
success  and  achievement  in  their  lives. 

Ask  for  your  FREE  copy  of  our  quick-reading 
booklet  which  outlines  the  contents,  objectives 
and  benefits  of  the  Dale  Carnegie  Course?  Call 
800-231-5800  toll-free  today.  0:  write 
directly  to  the  address  below. 


We  Deliver  Leadership  Trcdning  Worldwide 

DALE  CARNEGIE  &  ASSOCIATES,  INC 

SUITE  650  F  •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON,  TEXAS  77036 
ACCREDITED  BY  THE  ACCREDITING  COUNCIL  FOR  CONTINUING  EDUCATION  &  TRAINING,  INC.,  ACCET 
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THE  POWER  AND  THE  PAY 

200  Master  Of  The  Game 

By  Jerry  Flint 

W.  Michael  Blumenthal,  one  of  Amer- 
ica's most  resilient  executives,  talks 
about  morality,  mistakes,  and  firing 
people  fast. 

208  Just  Deserts 

How  to  get  high  up  on  the  chief  exec- 
utive pay  list?  Check  out  the  top  25. 

210  Would  Adam  Smith  Pay 
Them  So  Much? 

By  Dana  Wecbsler 

New  ways  to  match  executives'  re- 
wards to  their  accomplishments. 

218  Is  There  A  Doctor  In  The  House? 

Twenty-fiVe  turnarounds  and  the 
chief  executives  who  pulled  them  off. 

266  The  Pay 

Ranking  the  800  top  executives. 


38    Southern  Pacific  Transportation 

By  Phyllis  Berman  and  Roula  Khalaf 
It's  uncomfortable  being  a  minority 
partner    with    billionaire    Phil    An- 
schutz.  Even  for  Morgan  Stanley. 

43    Ames  Department  Stores 

By  Subrata  N.  Chakravarty 

Who  does  the  chairman  work  for? 

48    Ingersoll-Rand 

By  Seth  Lubove 

How  foreign  rivals  skirt  U.S.  duties. 

52    Golden  Harvest  International 

By  Lisa  Gubernick 

Made  rich  by  Ninja  Turtles. 

58    Sears,  Roebuck  &  Co. 

By  Steve  Weiner 

Look  for  improvement  by  year's  end. 

71  Gulf  Resources  &  Chemicals 

By  James  R.  Norman 
Corporate  looting  in  Boston. 

72  Centex  Corp. 

By  "William  P.  Barrett 
This  builder  isn't  worried. 

76    Green  Tree  Acceptance 

By  Gretchen  Morgenson 

The  touble  with  mobile  homes. 

98    Siemens 

By  Peter  Fuhrman 
.Germany's  mired  electronics  giant. 


71  Happy  looting 
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136  The  Up  &  Comers:  International 
Process  Systems 

By  Ruth  Simon 

Getting  towns  into  composting. 

142  The  Up  &  Comers:  Outdoor 
Resorts  Of  America 

By  Ellen  Paris 

Where  to  put  your  motor  home. 

146  Western  International  Media 

By  John  H.  Taylor 

Why  Dennis  Holt  is  still  sweating. 

168  Crompton  &  Knowles 

By  Chris  Palmeri 

Drab  dresser,  great  manager. 

172  Kennametal  Inc. 

By  Reed  Abelson 

Selling  service — and  tools. 

190  Alamo  Rent  A  Car 

By  Claire  Poole 

Low  rates,  high  profits. 

322  EnviroSource 

By  James  R.  Norman 

Thinking  long  term,  profitably. 
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SLEEP. 


LARRY     AD  KINS 

Georgetown      Fire     C  h  i  e  j 


f  f 


UNTIL  LAST  YEAR, 
GEORGETOWN,  Kentucky, 
relied  mostly  on  volunteers  to 
protect  the  town's  12,500  people. 

Even  though  they're  a  dedicated  bunch  of  guys, 
they  were  har^-pressed  to  keep  up  with  the 
demands  of  a  growing  town.  It's  the  kind  of 

'%    situation  that  could  keep  you  up  nights. 

f        Then,  last  September,  Georgetown  hired  itself 

4 

a  professionally  trained  fire  chief. 

•I 

Since  his  appointment,  Larry  Adkins  has  gone 

through  the  place  like  a  tornado. 

He  hired  10  full-time  firefighters,  all  of  them 

*     highly  qualified. Then  he  outfitted  every  team 

member,  volunteers  included,  with  state-of-the- 

I    art  breathing  apparatus,  fire-resistant  uniforms 

•>    and  equipment.  And  just  to  make  sure  the  gear 

^    won't  collect  any  dust,  Larry  insists  on  a  minimum 

three  hours  training  and  drills.  Every  day. 

Which  explains  whv  all  hands  are  out  of  the 
I 

firehouse  and  on  the  way  to  a  fire  within  60  seconds 
of  the  alarm  sounding.  (Larry  had  an  idea  to  even 
improve  on  that,  but  he  couldn't  persuade  the  men  to 
sleep  fully  dressed  inside  their  trucks.) 

We're  happy  to  say  the  taxes  Toyota  pays  the 
town  helped  make  Larry's  appointment  possible. 

#        Apart  from  the  $1,000,000  or  so  the  revenue  will 

amount  to  this  year,  we  employ  some  3,200  people 

in  our  Georgetown  plant,  95%  ol  them  Kentuckians. 

We're  pleased  to  be  giving  llu-  town's  economy 

I     such  a  boost. 

I  But  we're  just  as  pleased  to  know  that  aside  from 
36  firefighters,  everyone  in  Georgetown  is  sleeping 
sounder  these  days. 

TOYOTA 
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40    Money  Talks 

By  Kathryn  Harris 

As  blacks  gain  ratings  clout,  TV  net- 
works are  paying  attention. 

42    Bond  Bully 

By  Marcia  Berss 

Commercial  bankers  try  to  take  an- 
other step  onto  Wall  Street's  turf. 

320  Uranium  Trouble 

By  Seth  Lubove 

The  Russians  are  coming! 
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By  Janet  Novack 

Veterans  Affairs,  a  horror  story. 
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By  Daniel  Akst 

How  New  York  subways  got  better. 
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By  Betty  Franklin 
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Chief  executives:  Talent  is  not  enough 

Anyone  w^ho  runs  a  business  or  aspires  to  run  one,  whether  it 
employs  one  person  or  100,000,  should  read  with  care  our 
interview  with  Michael  Blumenthal.  Blumenthal  came  to  this 
country  as  a  young  refugee  from  Nazism,  rose  to  head  two 
Forbes  500s  companies  aijd  served  as  Secretary  of  the  Treasury 
before  embarking  on  his  postretirement  careers  of  investment 
banker  and  college  professor.  Drawing  upon  his  rich  and  some- 
times painful  experience,  Blumenthal  reveals  his  two  biggest 
mistakes.  They  are  mistakes  many  business  executives  make 
and  are  easy  traps  to  fall  into:  hiring  people  solely  on  the  basis  of 
their  intellectual  and  professional  ability  without  reference  to 
personal  character;  and  an  all  too  human  reluctance  to  fire 
people  when  they  don't  work  out.  But  I  don't  do  justice  to 
Blumenthal's  wisdom. 
Read  "Master  of  the 
game"  yourself.  Jerry  Flint 
conducted  the  interview 
in  his  usual  skillful  way. 
Starts  on  page  200. 

The  Blumenthal  inter- 
view is  part  of  our  special 
report.  The  Power  and  the 
Pay — a  survey  of  chief  ex- 
ecutive compensation — 
that  makes  up  a  major 
part  of  this  issue.  For  this 
report,  Dana  Wechsler  re- 
ported     and      wrote      a      

thoughtful  article  on  the  hows  and  whys  of  chief  executive  pay 
scales.  Why  does  Warren  Buffett  enjoy  writing  fat  checks  for  the 
people  who  run  the  companies  he  controls?  Why  is  it  so  difficult 
to  match  executive  rewards  to  executive  accomplishment? 
Read  "Would  Adam  Smith  pay  them  so  much?"  Page  210. 

The  special  report  is  a  rich  package.  It  includes  profiles  of  25 
individuals  who  engineered  major  turnarounds — amply  earning 
their  pay.  It  includes  chief  executive  compensation  numbers  on 
800  companies.  The  statistical  information  was  put  together  by 
Donald  Popp  and  Susan  Chin,  ably  assisted  by  Eric  Hardy  and 
Carsten  Thode.  The  entire  report  was  organized  and  edited  by 
Ed  Finn.  No  fewer  than  a  dozen  Forbes  staffers  lent  a  hand. 

Junk  bonds.  South  Africa,  organ  transplants 

Among  other  important  articles  in  this  issue  is  Matthew  Schi- 
frin's  "Enough  already,"  an  account  of  how  junk  bond  holders 
are  beginning  to  fight  back  at  those  who  caused  them  to  take  the 
risks  while  others  reaped  the  rewards;  page  126.  Betty  Franklin 
visits  South  Africa  and  concludes  that  the  U.S.  media  mislead 
because  they  try  to  represent  a  complex  situation  in  simple 
good-guys-versus-bad-guys  terms;  "South  Africa:  The  truth  is 
bad  enough"  starts  on  page  106.  In  "Should  I  be  allowed  to  buy 
your  kidney?"  starting  on  page  365,  Ronald  Bailey  reports  on 
how  the  increasing  skill  of  medical  science  has  led  to  a  shortage 
of  suitable  kidneys  and  other  transplantable  human  organs,  and 
is  beginning  to  create  a  lively  black  market  in  them. 


Tracking  turnarounds  (I.  to  r  ).  Reed 
Abelson,  Spyros  Manolatos,  Edward 
Giltenan,  Katarz\'na  Wand)>cz 
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MAAS  BROTHERS  •  MACY'S  •  MAISON  BLANCHE  •  MARSHALL  FIELD  •  MAY  D&F  •  MEIER  &  FRANK  •  REEDS  •  RICH'S  •  ROBINSON'S  •  SAKS  FIFTH  AVENUE  •  SIBLEY'S  • 
STRAWBRIDGE  &  CLOTHIER  •  THALHIMERS  •  VON  MAUR  •  WOODWARD  &  LOTHROP 

«  ULTIMA  BRANDS  USA  INC  1989 


Follow-Through 
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In  late  1986  investors  bought  $1.85 
billion  worth  of  taxable  municipal 
bonds,  all  AAA-rated  and  ostensibly 
earmarked  for  dull  but  safe  crop  loans 
and  housing  mortgages.  Six  of  the  sev- 
en issues  were  managed  by  Drexel 
Burnham  Lambert,  the  other  by  First 
Boston.  Forbes  didn't  like  these  deals 
at  all.  Pending  any  loans,  the  proceeds 
would  be  invested  with  Fred  Carr's 
First  Executive  Life  Insurance  Co. 
Forbes  reasoned  that  high  up-front 
loan  fees  and  stiff  credit  requirements 
would  eliminate  potential  borrowers. 
As  a  result,  the  bondholders  were  real- 
ly taking  a  gamble  on  the  full  faith 
and  credit  of  First  Executive  and  its 
junk-bond-laden  portfolio. 

The  results  are  in  and  the  skepti- 
cism was  warranted.  To  date,  not  one 
good  loan  has  been  made  from  the 
$1.85  bilhon:  Nearly  all  the  funds 
stayed  with  First  Executive,  which  is 
teetering.  Now  the  bonds — downgrad- 
ed but  not  in  default — are  trading  at 
about  a  40%  discount.  Issuers  include 
two  Louisiana  authorities  and  agen- 
cies in  El  Paso,  Memphis,  suburban 
Houston  and  suburban  Denver. 

Now  the  Nebraska  Investment  Fi- 
nance Authority,  which  issued  $200 
million  of  bonds  but  made  no  loans,  is 
the  lead  defendant  in  what  will  likely 
be  a  series  of  civil  bondholder  law- 
suits charging  everybody  with  securi- 
ties fraud.— William  P.  Barrett 


Off  with 
his  head? 

Feb  19,  1990 

Sir  Ronald  Brierley 


Edited  by  Kerry  Hannon 


company's  aimual  meeting. 

As  Forbes  reported,  Vickers'  largest 
shareholder.  New  Zealand  investor 
Sir  Ronald  Brierley,  was  unhappy 
with  the  company's  stock  price.  Brier- 
ley, who  through  his  investment  firm 
lEP  Securities  holds  over  20%  of 
Vickers,  had  become  convinced  that 
the  company  was  seriously  underval- 
ued on  the  London  exchange.  Brier- 
ley's  remedy:  to  spin  off  highly  profit- 
able Rolls-Royce  Motor  Cars.  He 
promised  that  this  move  and  others 
would  boost  Vickers'  share  price  by  at 
least  20%.  Vickers'  management  op- 
posed the  plan,  arguing  that  Rolls- 
Royce  is  too  small — with  annual  sales 
of  $400  million — to  stand  alone. 

In  the  end,  Brierley  won  the  support 
of  less  than  5%  of  Vickers'  other 
shareholders.  This  was  a  victory  for 
Vickers  Chairman  Sir  David  Plastow, 
who  opened  the  meeting  at  London's 
1 7th-century  Banqueting  House  by  re- 
minding Brierley  and  others  that  the 
last  person  to  put  forward  an  unsuc- 
cessful resolution  in  that  hall  was 
King  Charles  I,  who  was  beheaded  just 
outside  Banqueting  House  in  1649. 

Brierley  faces  some  tough  choices. 
He  has  over  $200  million  tied  up  in 
Vickers  shares — drifting  steadily  low- 
er as  speculation  about  Rolls-Royce's 
future  dies  down.  Brierley,  head  still 
in  place,  rules  out  tendering  for  all 
Vickers  shares,  and  tells  Forbes  he'll 
"go  on  promoting  the  wisdom  of  spin- 
ning off  Rolls-Royce."— Peter  Fuhrman 


Sex,  lies 
and  profits 

Oct  16,  19S9 
Hob  and  Hanvy 
Weinstein 


In  late  April  a  proposal  to  sell  off 
British      conglomerate      Vickers' 
Rolls-Royce    Motor    Cars    division, 
maker  cjf  both  Rolls-Royce  and  Bcnt- 
iily  defeated  at  the 


Iast  fall  Forbes  introduced  Bob  and 
I  Harvey  Weinstein,  two  brothers 
who  looked  like  longshoremen  but 
were  in  fact  distributing  some  of  the 
most  successful  art  house  movies 
around — sex,  lies  and  videotape  and 
Scandal,  to  name  two.  Harvey  bragged 
that  he  was  about  to  take  on  his  big- 
gest challenge  yet— a  small-budget 
film  about  the  late  Irish  writer  Chris- 
ty Brown,  who  triumphed  over  cere- 
bral ii.-lsy  by  writing  with  his  foot. 

"I  ^^\\\  get  people  to  see  this  mo- 
vie," Harvey  Weinstein  vowed.  And 


indeed  he  has.  The  film.  My  Left  Foot, 
won  two  Oscars  and  has  so  far  pulled 
in  $15  million  at  the  box  office — not 
bad  for  a  film  that  cost  $3.2  million  to 
produce.  Miramax'  first-quarter  reve- 
nues are  nearly  as  large  as  its  revenues 
for  all  of  last  year:  $40  million. 

Next  trick?  Miramax  just  released 
The  Cook,  the  Thief,  His  Wife  &  Her  Lov- 
er— which,  for  its  first  two  weeks  of 
release,  had  the  highest  per-screen  av- 
erage in  the  country.  In  August,  tradi- 
tional blockbuster  time,  Miramax 
will  counterprogram  with  a  low-bud- 
get (would  you  beUeve  $200,000?) 
comedy  called  The  Unbelievable  Truth. 

"We're  going  to  counterprogram  all 
that  $50  million  hardware  released  by 
the  majors,"  says  Harvey  Weinstein. 
Miramax  still  has  no  plans  to  go  pub- 
lic. "Besides,"  says  Weinstein,  who 
still  dresses  more  like  a  dockworker 
than  a  mogul,  "can  you  see  me  in 
front  of  the  sec?" — Lisa  Gubernick 


Saved  by  a 
takeover  bid 

Oct  19,  1987 
Harolds  Hook 


American  General  Corp.,  the  big 
.Houston-based  insurer,  seemed  to 
have  it  all:  a  robust  niche  in  door-to- 
door  insurance,  proven  ability  to  as- 
similate its  many  purchases  of  small- 
er companies,  and  a  well-regarded 
management  team  led  by  Chairman 
and  Chief  Executive  Harold  S.  Hook. 
In  ten  years  American  General's  stock 
had  increased  sixfold,  to  38,  and 
Forbes  thought  prospects  were  rosy. 

It  was,  to  put  it  mildly,  a  terrible 
call.  Two  weeks  after  the  story  ap- 
peared, the  market  crash  helped  chop 
American  General  shares  by  about  a 
quarter.  Then  problems  emerged  in 
several  subsidiaries.  Per-share  earn- 
ings for  1988  and  1989  were  17%  be- 
low peak  levels.  Earlier  this  year,  with 
the  stock  stuck  at  30,  far  smaller 
Torchmark  Corp.  launched  a  $50-a- 
share  takeover  bid. 

On  May  2  American  General  put 
itself  up  for  sale  to  the  highest  bidder. 
The  news  boosted  the  stock  to  48'/;, 
an  alltime  high.  Hook's  target  price? 
Way  north  of  $50— William  P.  Barrett 
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NOWMAKES^ 
PLAIN  PAPER  FAX 
f   AFFORDABLEfi 

$^Ff6m  the  leader  in  fax  J  "- 
IT0rlhe  past  three  years 
cocoes  th^  next  major  step. 
^     Affordable  laser  tech- 
'  oology  that  brings  "^'^^ 
plain  paper  fax  within 
any  company's  reach . 
The newShacp    ;       ■^_ 
FO-5200  can  g^ive  yQui^'^sp^ 
high-resoIutior>  docmnents^ 
on  bond  paper  for  just 
g5x:entsa:pa§e--a  fraction 
^^^^Uhi^oj^t  of  other  fax 
^dtjathitresi  - 

^fiii^Antf  wllh^  the  advanced : 
::1ea&res  dLn6  memory  that 
'  Jftday's  business  demands* 
v'  ^^T'hat's  the  kind  of  inno- 
^vation  it  takes  to  remain  the 
ieader>-^  ^^'~ 

To  learn  more  about 
the  FO-5200,  or  any  Sharp 
vkx,caJl4-8tK)-BE-SHARR 
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Edited  by  Eric  Schmuckler 


The  good  life  at 
Time  Warner 

It  IS  sometimes  said  in  defense  of 
highly  leveraged  buyouts  that  they 
force  managements  to  cut  costs  dras- 
tically in  order  to  meet  burdensome 
interest  payments.  That  doesn't  seem 
to  be  happening  with  Time  Warner, 
which  has  piled  up  $11  billion  in  long- 
term  debt.  Cochairman  Steven  Ross, 
renowned  for  his  lavish  spending,  is 
expanding  the  company's  posh  vaca- 
tion retreat  in  sunny  Acapulco,  which 
is  used  for  business  meetings.  Time 
Warner  has  bought  the  lot  next  door, 
presumably  to  build  another  cozy 
hideaway  for  its  pampered  execu- 
tives.— Lisa  Gubemick 

Zeppelin  flies  again 

The  biggest-money  rock  tour  of  all 
time  is  brewing  at  Michael  Cohl's 
Concert  Productions  International. 
The  Canadian  music  promoter  last 
year  guaranteed  the  Rolling  Stones 
$70  million  for  rights  to  promote  their 
highly  successful  $140  million  gross- 
ing Steel  Woeels  tour.  Now  sources  say 
he's  guaranteed  an  even  larger  sum, 
$90  million,  for  a  reunion  tour  of 
heavy  metal  pioneers  Led  Zeppelin. 

Neai  PresloaOutlint 


Led  Zeppelin  tearing  it  up  onstage 
Looking  to  top  the  Rolling  Stones. 

One  of  the  most  successful  acts  of  the 
1970s,  Zeppelm  hasn't  toured  since 
drummer  John  (Bonzo)  Bonham  died 
in  1980. 

CPi,  however,  denies  that  a  Zeppe- 
lin deal  is  in  the  works.  Since  a  num- 
ber of  lighting  and  staging  companies 
are  already  bidding  for  the  Zeppelin 
extravaganza,  why  the  smokescreen? 
That's  easy.  Zeppelin  front  man  Rob- 
ert Plant  has  just  released  a  new  solo 
record  and  is  taking  it  on  the  road 
alone.  Apparently  the  band  wdnts  to 
squelch  any  rumors  of  a  Zep  tour  this 
summer,  thinking  perhaps  that  if  the 
kiddies  hear  of  it  they  might  ignore 
Plant's  solo  act. — Peter  Newcomb 


Scam?  Tell  it  to  the  IRS 

It's  been  about  two  years  since  we 
spotted  St.  Louis  scamster  Paul 
Koemer  busily  bilking  investors  out 
of  $30  million  in  a  phony  platinum 
futures  scheme.  Koemer  was  convict- 
ed of  fraud  in  December  and  has  just 
been  sentenced  to  eight  years  in  jail. 
The  judge  in  the  case  didn't  buy  Koer- 
ner's  last-ditch  con:  that  he  was  not 
guilty  by  reason  of  insanity. 

That  will  be  some  satisfaction  to 
Koemer's  victims,  but  not  much. 
They  are  now  in  hot  water  with  the 
IRS.  Because  the  platinum  in  Koer- 
ner's  scheme  never  existed,  the  tax- 
men  say  the  money  investors  gave  to 
the  con  man  is  considered  a  loan. 
Therefore,  any  losses  claimed  by  in- 
vestors must  be  treated  as  a  capital 
loss  rather  than  a  casualty  loss.  Which 
means,  according  to  the  irs  interpre- 
tation of  the  law,  that  investors  can 
write  off  only  $3,000  of  their  losses 
against  capital  gains  income  each 
year.  Some  investors  lost  hundreds  of 
thousands  of  dollars  in  Koemer's  plat- 
inum Ponzi  scheme. 

Even  worse,  because  the  platinum 
scam  took  place  back  in  1986,  most  of 
the  investors  have  already  received 
tax  refunds  based  on  casualty  losses 
they  claimed.  Now  the  irs  wants 
those  refunds  back,  as  well  as  addi- 
tional taxes  and  interest.  Talk  about 
double  jeopardy.— Gretchen  Morgenson 

So  sorry,  partner 

Last  fall,  London's  Financial  Times  an- 
nounced that  it  would  start  printing 
in  Tokyo  this  spring.  That  sent  blood 
pressures  leaping  at  Dow  Jones  &  Co., 
owner  of  the  Wall  Street  Journal.  Why? 
Because  the  printing  will  be  done  by  a 


company  partially  owmed  by  Nihon 
Keizai  Shimbun,  Japan's  leading  busi- 
ness paper.  And  Nikkei,  as  it's 
known,  has  a  long-standing  relation- 
^  ship  with  Dow  Jones.  Nikkei  prints 
the  Asian  Wall  Street  Journal,  and  owns 
a  small  stake  in  the  paper  as  well; 
Dow  Jones  prints  the  Japanese  paper 
here,  and  the  two  companies  sell  ads 
jointly. 

Local  printing,  starting  in  early 
June,  should  certainly  bolster  the  Fi- 
nancial Times'  presence  in  Japan, 
where  it  now  sells  just  1,700  copies  a 
day  at  $3.80  a  copy.  Tht  Asian  Journal 
sells  for  $2.25.  Once  local  production 
begins,  the  FT  will  certainly  come 
down  in  price. 

For  now,  Dow  Jones  is  smiling  thin- 
ly. "A  minor  blip  in  a  long  and  close 
relationship,"  says  a  spokesman. 

Drilling  for  dollars 

Oil  prices  have  been  oscillating  for 
four  years,  well  down  from  their  old 
highs;  oil  is  no  longer  considered  the 
hot  investment  it  once  was.  But  check 
out  some  of  the  bigger  names  who 
still  like  oil  and  gas  as  long-term  in- 
vestments: Richard  Rainwater,  the 
legendary  Fort  Worth  investor;  bil- 
lionaire H.  Ross  Perot;  former  U.S. 
Treasury  Secretary  and  buyout  king- 
pin William  Simon;  Alvin  Shoemak- 
er, former  chairman  of  First  Boston; 
and  former  U.S.  Energy  Secretary 
Charles  Duncan. 

They've  all  invested  in  private  com- 
panies that  acquire  and/or  explore  for 
oil  and  gas  reserves.  Says  Thomas  Pe- 
tric  of  Petric  Parkman  &.  Co.,  an  in- 
vestment banking  shop  specializing 
in  energy:  "People  who  have  been  able 
to  figure  out  cycles  in  other  sectors  of 
the  economy  have  gravitated  to  oil 


Investor  Riclxird  Rainwalif 

The  amort  money  getm  in  marly. 
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and  gas  and  linked  up  with  knowl- 
edgeable survivors  of  the  last  [oil] 
downcycle."  Translation:  The  smart 
money  gets  in  early. — Toni  Mack 

Car  of  the  stars 

The  car  of  the  moment  is  the  new 
edition  of  the  Mercedes  sl,  the  hot 
two-door  convertible  500  model  in- 
troduced last  November.  List  price: 
$83,500.  Waiting  lists  are  six  years 
long  in  Germany,  with  a  six-to-nine- 
month  wait  in  the  U.S.  In  southern 
California,  a  Mercedes  sl  is  the  new 
"must  have"  wheels  for  film  industry 
hotshots.  Among  those  who  got  cars 


The  new  Mercedes  500SL 

Eddie  Murphy,  eat  your  heart  out. 

by  putting  down  early  deposits  at  Bev- 
erly Hills  Ltd.,  the  local  Mercedes 
dealer:  Steven  Spielberg,  Columbia 
Pictures  supremo  Peter  Guber  and 
William  Morris  overlord  Norman  Bro- 
kaw.  Eddie  Murphy  and  Harrison  Ford 
both  tried  to  buy  sls  there.  No  early 
deposit,  no  dice.  They  had  to  shop 
elsewhere. 

Hey,  that's  my  idea 

In  telephone  marketing,  the  900-pre- 
fix  phenomenon  has  come  out  of  no- 
where in  the  last  few  years  to  become 
an  industry  grossing  several  hundred 
million  dollars.  One  big  beneficiary: 
those  teen  heartthrobs  of  the  mo- 
ment, recording  artists  New  Kids  On 
The  Block.  Of  their  estimated  $30 
million  gross  in  the  past  two  years, 
over  $4  million  of  it  comes  from  their 
900-line  services.  Fans  call  up  to  hear 
a  taped  message  from  their  idols — at 
$2  the  first  minute,  a  buck  a  minute 
thereafter.  Since  the  Kids  instituted 
their  line  in  February  1989,  they've 
rung  up  ever  2  million  calls. 

Now  the  New  Kids,  five  teenagers 
from  Boston,  are  suing  several  compa- 
nies for  what  they  claim  are  imitative 
900-lines,  including  USA  Today  and 
the  Star  tabloid  (which  Rupert  Mur- 
doch is  selling  to  the  owners  of  the 
rival  National  Enquirer).  The  Kids  are 
claiming  $84  million  in  damages  in 
part  because  both  publications  ran 
"polls"  to  vote  for  a  favorite  or  sexiest 
New  Kid  on  a  900  line.  USA  Today  had 
no  comment.  But  a  lawyer  for  the  Star 
says  it  has  the  right  to  poll  its  readers 
and  to  make  money. 
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There  are  hotels 
and  there  is  Swissotel. 


Is  one  hotel 
beginning  to  look 
like  another  to  you? 
Then  experience  the 
fine  art  of  Swissotel. 
Every  hotel  is 
centrally  located  to 
business.  Attention 
to  service  is  a  way  of 
life.  Spacious  rooms 
are  the  norm. 
All  complimented 
by  exquisite  cuisine. 
Swissotel,  one  of  a 
kind,  with  properties 
in  New  York, 
Boston,  Chicago  and 
opening  early  1991, 
Atlanta  -  Buckhead. 
Because  if  the  Swiss 
can't  run  a  hotel, 
who  can?  Call  800- 
63-SWISS  for 
reservations. 


swissdfol^ 


swissotel^^ 


New  York  Boston 

Tmf  Drake  Hotel  The  Lafayette  Hote 


swissotd^^ 

Chicago 


svfissotei^ 
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THE  DUAL  STRATEGY  OF  FIDELITY 
HIGH  YIELD  TAX-FREE  PORTFOLIO 


High  Yields. 
No  Taxes. 

Fidelity  believes  that  a  municipal  investment  designed  to  help  you  earn  high  cur- 
rent yields  should  also  help  you  keep  more  of  what  you  earn-which  is  precisely  the 
strategy  behind  Fidelity  High  Yield  Tax-Free  Portfolio. 

High  Current  Yields.  First,  the  Portfolio  is  designed  to  earn  high  yields 
by  investing  primarily  in  medium-quality  long-term  municipal  t  onds.  Yield,  share 
price  and  return  will  vary  with  market  conditions. 

Tax-Free  Income.  Second,  the  income  from  this  Portfolio  is  federally  tax-free. 
So  you  could  keep  more  of  what  you  earn  than  from  a  similar  taxable  investment. 

Call  24  Hours  for  a  Free  Fact  Kit! 


/" 


1-800-544-8888  24  hours 


Fidelity  High  Yield  Tax-Free  Portfolio.  For  more  complete  information 
including  management  fees  and  expenses,  call  or  write  for  a  free  prospectus.  Read  it  carefully  before 
vou  invest  or  send  monev.  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box 
(S60603,  Dallas,  TX  75266-0603.  (hiy) 


Fideliiy 
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CODE:  FORB/HIY/052890 
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I  ..^H^^r  ill  Rice,  the  bug,  the  plow, 
and  the  Lands^  End  Interloehen  Knit  Shirt 


Bill  Rice,  ready  to  meet  the  President 
in  his  favorite  Interloehen  Knit  Shirt. 


here  wasn't  much 
moving  on  that 
shimmering  hot 
summer  day  not 
long  ago,  on  a 
West  Texas 
ranch.  Just  a 
skittish  lizard, 
here  and  there. 
And  a  tractor,  plowing  the  fields,  dri- 
I  ven  by  a  man  named  Bill  Rice. 

Now,  summertime  and  bugs 
seem  to  go  together  like  bacon  and 
I  eggs.  So  it  wasn't  surprising  that 
pretty  soon,  a  bug  crawled  down  into 
the  Lands'  End  Interloehen  Knit 
Shirt  that  Bill  happened  to  be 
wearing  that  day. 

(While  we  have  gotten  pretty  well 
acquainted  with  Bill  Rice,  we  can't 
tell  you  anything  about  this  bug, 
whether  it  was  a  brave  bug  or  an  or- 
nery bug,  a  wise  old  bug  or  a  foolish 
I  young  bug.  Tt  disappeared  without 
giving  any  interviews.) 

Anyway,  we'll  let  Bill  tell  you 
what  happened  at  this  point,  in  his 
own  words. 

"There  wasn't  room  for  me  and 
the  bug,  so  I  yanked  the  shirt  off  and 
just  hung  it  onTihe  back  of  my  tractor. 
"Well,  to  make  a  long  story  short, 
the  shirt  fell  down  and  I  accidentally 
plowed  it  under.  After  I  plowed  it 
back  up  and  threw  it  in  the  washing 
machine,  it  was  still  as  good  as  new. 
Now  that's  a  well-made  shirt. " 


A  shirt  good  enough 
to  meet  the  President. 

At  this  point  in  the  story,  as  Bill 
talked  to  us,  he  began  to  warm  to  the 
topic  of  our  Interloehen  Knit  Shirts. 

"I  wear  them  everywhere  I  go. 
Working  out  here  on  the  ranch,  and 
going  into  town  too. " 

Bill  says  it's  the  comfort  of  the 
shirt  that's  got  him  sold.  Along  with 
the  way  it  looks.  (He  owns  six  of  the 
shirts  he's  pictured  in  here!) 

"If  I  was  going  to  meet  the  Presi- 
dent, "  says  Bill  with  a  twinkle  in  his 
blue  eyes,  "I'd  wear  this  shirt. " 

What%  so  special  about 
our  Interloehen  Knit? 

As  its  name  somewhat  prosaically 
implies,  it's  knit  with  an  "interlock- 
ing" stitch  to  create  a  fabric  that  is 
especially  lofty  and  plush.  Of  pure 
combed  cotton,  no  less,  for  surpas- 
sing softness  next  to  the  skin. 

In  one  of  our  more  exuberant 
moments,  we  once  declared  that  our 
Interloehen  Knit  Shirt  is  absolutely 
"COTTON  BALL  SOFT!" 

More  unusual  than  the  knit  fabric 
itself  is  the  fact  that  our  Interloehen 
is  even  tailored  with  a  soft  touch. 
The  collar  is  taped,  the  shoulder  and 
armhole  seams  neatly  single-needle 
stitched,  the  placket  smooffily  finished 
inside — all  so  no  rough  edges  of  fab- 
ric ever  come  between  you  and  the 
softness  of  our  Interloehen. 

Why  take  such  pains  with  a  sim- 
ple knit  shirt?  For  the  same  reason 
we  add  extra  features  to  our  Oxford 
Shirts,  our  Corduroy  Pants,  our 
Canvas  Attaches: 

Quality  is  one  of  the  ruling  princi- 
ples of  The  Lands'  End  Experience. 


And  our  customers  seem  to 
appreciate  that. 

Listen  to  Bill  Rice  again:  "Out 
here,  we  bust  our  butts  to  make  a 
living.  And  when  we  spend  money, 
we  want  quality.  That's  why  I  buy 
from  Lands' End." 

There's  more  to 
The  Lands'  End  Experience. 

To  make  sure  our  kind  of  Quality  is  ac- 
cessible to  as  many  people  as  possible, 
we  insist  that  it  always  be  accom- 
panied by  Value.  As  Direct  Merchants, 
we  deal  directly  with  our  manufactur- 
ers, sell  directiy  to  our  customers,  to 
deliver  the  utmost  for  the  dollar. 

Completing  The  Lands'  End 
Experience  is  our  efficient, 
enthusiastic  brand  of  Service. 

We  ship  most  orders  within  24 
hours  after  we  hear  from  you.  Back 
everything  we  sell  with  an  emphatic 
guarantee  that  reads,  simply, 
GUARANTEED.  PERIOD.' And 
keep  our  "store"  open  24  hours  a 
day,  seven  days  a  week. 

Why  not  call  one  of  our  operators 
today,  toll-free  at  1-800-356-4444, 
and  let  them  introduce  you  to  The 
Lands'  End  Experience?  They're  fa- 
mous for  their  friendliness. 

So  friendly  are  they  that  some- 
times, our  customers  are  encouraged 
to  tell  them  the  wildest  stories 
you've  ever  heard.  Like  the  one,  not 
long  ago,  about  the  Texas  farmer  who 
plowed  under  one  of  our  knit  shirts. 

Now,  who'd  believe  that? 


n  Please  send  free  catalog. 
n  Please  send  annual  report. 

Lands'  End,  Inc.     Dept.  H-22 
DodgeviUe,  WI 53595 

Name 


Address 
City 


State 


Zip 


Or  call  Toll-free: 

1  •800-356-4444 
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Readers  Say 


Why  no  vacancy? 

Sir:  Harvard  Business  School's  Regina 
Herzlinger  strays  from  the  mark 
when  she  criticizes  New  York's  non- 
profit hospitals  for  not  ridding  the 
streets  of  the  homeless  ("How  good 
are  our  nonprofit  hospitals?"  Apr.  JO). 
These  facilities  can't  take  people  off 
the  streets  without  their  consent. 

Ms.  Herzlinger  should  resign  her 
tenured  position  from  the  nonprofit 
Harvard  Business  School  and  launch  a 
for-profit  competitor.  According  to 
her  logic,  the  nascent  Herzlinger  Busi- 
ness School  should  provide  a  better 
product  for  a  lower  price. 
— Thomas  M.  Barry 
Pelham,  NY. 

Sir:  Extending  Herzlinger 's  logic,  a 

number  of  Boston  banks  in  trouble  are 

undoubtedly  the  responsibility  of  the 

Harvard  Business  School. 

—Mitchell  T.  Rabkin,  M.D. 

President 

Beth  Israel  Hospital 

Boston,  Mass. 

Sir:  I  will  not  accept  responsibility  for 
the  poor  schizophrenic  person  who 
has  been  cast  out  of  state  institutions 
when  the  state  decided  to  abandon  its 
responsibilities.  Hospitals  are  primar- 
ily for  acutely  ill  patients. 
— Wm.  Michael  Tomlinson 
President 
Taylor  Hospital 
Ridley  Park,  Pa. 


Von  ThodeJ  B  Pictures 


While  hospital  beds  lie  empty 

Sir:  The  average  occupancy  of  Ameri- 
can hospitals  is  65%  and  not  the  55% 
figure  quoted  in  the  article.  Even  at 
that  rate,  over  200,000  beds  lie  empty 
in  nonprofit  acute  and  long-term  psy- 
chiatric hospitals.  To  warrant  their 
tax  exemptions,  nonprofits  must  pro- 
vide charity.  Nonprofit  colleges  and 
universities  subsidize  students  whose 
tuition  covers  a  fraction  of  the  costs  of 
their  education.   In   contrast,   many 


nonprofit  hospitals  deny  services  to 
the  sick  who  cannot  afford  to  pay. 
Surely  some  of  those  warm  beds  could 
have  been  used  for  the  schizophren- 
ics, who  instead  slept  on  cold  city 
streets. 

— Regina  E.  Herzlinger 
Harvard  University 
Boston,  Mass. 

Sir:  Patients,  physicians  and  third- 
party  payers  have  paid  dearly  for  the 
nonprofit  hospitals'  cancerous 
growth.  Only  radical  surgery  will 
help. 

— Bipin  N.  Bhayani,  M.D. 
Kankakee,  III. 


Credit  due 

Sir:  Forbes  made  us  look  a  bit  better 
than  we  really  are  ("Restormg  the  glit- 
ter to  the  Great  White  Way,"yV>^.  l6]. 
Our  theaters  wouldn't  be  full  without 
the     independent     producers     with 
whom  we  have  collaborated.  In  the 
case  of  Cat  on  a  Hot  Tin  Roof,  Barry  and 
Fran  Weissler  (and,  in  the  case  of  Gyp- 
sy^,  Barry  Brown)  are  the  producers  and 
guiding  forces  behind  the  success  of 
both  these  productions. 
— Rocco  Landesman 
Jujamcyn  Theaters 
New  York,  N.Y. 


Boesky's  no  scholar 

Sir:  In  the  Forbes  Informer  column 
you  referred  to  Ivan  Boesky  as  a  "con- 
victed felon  and  Talmudic  scholar" 
(Mar.  19).  Mr.  Boesky  has  virtually  no 
discernible  Talmudic  knowledge;  he 
is  not  and  has  never  been  a  Talmudic 
scholar.  Perhaps  the  authors  were  at- 
tempting to  be  ironic. 
—Joseph  Tovey 
Tovey  &  Co. 
New  York,  N.Y. 


Lawsuit  lottery 

Sir:  Re  "Some  call  it  champerty"  (fipr. 
30).  The  assertion  that  champertous 
financing  is  converting  the  courts 
into  a  lottery  contradicts  the  fact  that 
in  a  competent  court  the  outcome  is 
determined  by  the  merits,  unless  one 
party  is  unable  to  afford  the  costs  of  a 
full  presentation  of  its  case. 
—David  L  Hill 
Southport,  Conn. 


Who  are  you? 

Sir:  Your  article  on  emotional  envi- 
ronmentalism  ("The  wasteful  pursuit 
.  of  zero  risk,"  Apr.  30]  contained  more 
clean  air  and  common  sense  than  any- 
thing Congress  could  legislate.  May  I 
add  one  more  objection  to  this  current 
tide  of  misinformed  minority  rule  by 
emotion:  A  movie  star/entertainer  on 
a  soap  box  should  not  be  granted  in- 
stant and  carte  blanche  credibility. 
— Peter  P.  Terry 
Batavia,  N.Y. 

Sir:  As  a  business  student  taking  an 
environmental  science  course,  I  have 
used  your  articles  many  times  this 
semester  to  diffuse  the  virulent  anti- 
market  rhetoric  permeating  the  text- 
books and  lectures  in  this  field.  The 
article  on  zero  risk  has  changed  a 
number  of  people's  attitudes.  If  the 
revival  of  free  markets  that  took  place 
in  the  Eighties  could  become  the  basis 
for  environmental  efforts  in  the  Nine- 
ties, we  could  achieve  significant  im- 
provements in  a  shorter  time  period. 
— Richard  J.  McNatnara 
Areata.  Calif 


Save  now  or  pay  later 

Sir:  Re  your  Fact  and  Comment  II  on 
"How  to  make  a  good  economy  even 
better"  (Mar  5/  We  need  to  do  every- 
thing possible  to  encourage  savings  in 
the  U.S.  The  competition  for  capital 
worldwide  in  the  Nineties  will  be 
enormous  and  will  drive  interest  rates 
higher  unless  we  save.  The  alterna- 
tive will  be  higher  taxes,  the  tradi- 
tional way  of  solving  our  problems. 
— Maurice  R.  Greenherg 
Chairman 

American  International  Group,  Inc. 
New  York,  NY. 

Sir:  Confusion  exists  about  where  the 
so-called  Social  Security  excess  funds 
reside.  You  indicate  they  arc  invested 
in  U.S.  Treasurys;  Senator  Moynihan 
says  they  are  used  in  funding  the  gen- 
eral cash  flow  of  government  spend- 
ing. I  would  certainly  like  to  see  a 
balance  sheet  accounting  for  the  gov- 
ernment's assets  and  the  Social  Secu- 
rity trust  fund  liability.  I  believe  the 
surplus  has  been  spent  and  doesn't 
exist  in  any  real  trust  account. 
— G.  James  Nelson 
Pittsburgh,  Pa 
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After  all,  a  man  doesn't  score  an  eagle  every  day. 


eMontegoYCia  1990 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth.  So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men 
of  Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos 
in  the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you. 

And  let  any  moment  worth  savoring  linger  in  your  mind  with  all  the 
taste  and  aroma  of  a  Macanudo. 

MACANUD0«r/7e  Ultimate  Cigar 


Think  Of  It  AsA 

l-seaterWith  Rdoiii  Bx  5. 


Eagle  Premier  ES  Limited 


Eagle  Premier.  A  European -styled  sedan  that  is 
a  rare  combination  of  exceptional  performance  and 
comfortable  room  for  five. 

For  instance,  Premier  is  equipped  with  a 
responsive  fuel-injected  3.0  litre  overhead  cam  V6 
engine,  four-wheel  disc  brakes,  and  a  four-wheel 
independent  Touring  Suspension  System  for  excel- 
lent handling. 


Yet  it  has  more  interior  room  than  Ford  Taurus  and 
Nissan  Maximal 

For  more  information,  call  1-800 -JEEP-EAGLE. 
Or  see  your  Jeep  and  Eagle  dealer  for  a  test  drive. 

You'll  find  that  Premier  is  the  kindof  passenger  car  that 

dnver'ir -us'^  _Advanta^: Eagle ^ 

another  passenger.    ChryslerS  NcweSt  Dlvlsion 


1^!7l 


Ask  your  local  dealer  sbout  availability  of  Special  Buyer  Incentives. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


IGNORANCE  TRIUMPHS 

Technological  know-nothings  and  Luddites  have  scored  tion.  (This  particular  drug  would  help  dairy  cows  produce 
a  major  victory  in  Wisconsin.  They  cowed  Governor  Tom-  10%  to  25%  more  milk  on  less  feed.)  By  that  warped  logic, 
my  Thompson  and  the  legislature  into  enacting  a  law  that     we  should  outlaw  plows,  tractors  and  fertilizers. 


could  seriously  hobble  a  vital,  fledgling  in- 
dustry: agricultural  biotechnology. 

Gene-engineered  drugs  hold  immense 
promise  for  safely  increasing  agricultural 
output.  The  Food  &.  Drug  Administration, 
after  exhaustive  tests,  is  expected  to  ap- 
prove next  year  the  drug  Wisconsin  now 
has  banned.  This  is  a  classic  case  of  hysteria 
triumphing  over  science. 

Critics  fan  unfounded  fears  about  the  safe- 
ty of  these  drugs.  In  addition,  they  charge 
that  such  pharmaceuticals  will  threaten 
small  farmers  by  encouraging  overproduc- 


Electricity  was  leaking  all 
over  the  house. 


One  hundred  years  ago  opponents  of  elec- 
tricity thought  that  current  would  flow  out 
of  the  sockets  and  harm  people.  When  con- 
fronted by  the  modern-day  equivalent  of 
such  thinking,  Wisconsin's  governor  exhib- 
ited, in  the  words  of  Teddy  Roosevelt,  "no 
more  backbone  than  a  chocolate  eclair."  But 
after  all,  this  was  the  same  state  that  once 
banned  yellow  margarine  as  a  health  hazard. 

Hobbling  biotechnological  research  and 
production  a  la  Wisconsin  will  damage  us 
all  by  making  the  U.S.  less  competitive  and 
prosperous.  Other  nations  won't  be  so  silly. 


TRADE  WAR  AVERTED— FOR  NOW 


George  Bush's  ability  to  combine  politics  with  principle 
was  well  displayed  in  how  he  orchestrated  our  latest  trade 
dispute  with  Japan,  a  ruckus  that  in  less  capable  hands  could 
have  easily  led  to  the  smashup  of  the  world  trading  system. 

His  forceful  personal  diplomacy  persuaded  Japan's  prime 
minister  to  make  meaningful  concessions.  At  the  same 
time,  he  and  his  trade  representative,  Carla  Hills,  skillful- 
ly punctured  protectionist  pressures  in  Congress.  A  few 
weeks  ago  the  idea  that  Japan  would  be  taken  off  a  congres- 
sionallymandated  trade  offender  list — a  continued  listing 


would  trigger  sanctions — would  have  seemed  remote.  But 
when  the  Administration  did  just  that  at  the  end  of  April, 
the  announcement  was  greeted  with  a  yawn. 

Longer  term,  the  Administration  should  outflank  Capi- 
tol Hill's  Japan-bashers  by  having  officials  forcefully  set. 
forth  both  the  case  for  free  trade  and  the  arguments  as  to 
why  trade  deficits  and  surpluses  are  meaningless  measure- 
ments of  economic  health.  Otherwise,  protectionists  may 
some  day  get  the  upper  hand  and  we  could  be  faced  with 
the  trade  equivalent  of  a  Sarajevo. 


HOW  FREE  IS  EASTERN  EUROPE? 


As  chairman  of  the  oversight  board  of  Radio  Free  Eu- 
rope/Radio Liberty,  I'm  frequently  asked  how  we  judge  the 
progress  that  former  communist  countries  of  Eastern  Eu- 
rope are  making  in  establishing  Westem-style  democra- 
cies. Here  are  five  criteria  that  you  should  find  helpful  in 
gauging  how  far  each  has  actually  come: 

•  The  government  is  chosen  for  a  fixed  term  of  office  by 
free  and  open  elections  with  multiparty  competition. 


•  The  government  has  firm  control  over  the  military 
and  police  in  all  parts  of  the  country.  These  forces  can  have 
no  divided  loyalties  between  the  government  and  the 
Communist  Party  or  the  Soviet  Union,  a  situation  that 
still  exists  in  parts  of  Eastern  Europe  today. 

•  There  must  be  a  free  and  independent  press.  In  most 
countries,  the  state  still  controls  virtually  all  media  out- 
lets. How  helpful  is  free  speech  if  there  are  no  platforms  for 
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various  viewpoints  on  television  and  radio  or  in  newspa- 
pers or  magazines? 

•  The  judiciary  is  genuinely  independent  of  the  execu- 
tive branch. 

•  Finally,  certain  basic  rights  must  be  firmly  estab- 
lished, including  the  right  to  free  speech  and  peaceful 


assembly,  to  buy  and  sell  property,  due  process  in  criminal 
proceedings  and  the  freedom  of  worship. 

No  former  communist  country  in  Eastern  Europe  fully 
meets  these  criteria  yet.  Hungary,  Poland  and  Czechoslo- 
vakia are  furthest  along.  Bulgaria  and  Romania  lag 
behind  these  countries. 


HIS  BULL  MARKET  WILL  COME 


Ronald  Reagan  has  been  relentlessly  criticized  in  the 
press  since  he  left  the  White  House:  He  is  making  too 
much  money  (almost  as  much  as  a  star  baseball  player);  he 
allegedly  lacked  sufficient  dignity 
on  a  nationwide  interview  show; 
his  testimony  on  Iran-contra  was 
too  vague,  etc. 

Though  acknowledging  in  a  re- 
cent issue  the  considerable  time  he 
spends  helping  various  charities, 
Newsweek  haughtily  concluded  that 
"His  rehabilitation  has  a  way  to  go. " 

Are  these  critics  from  another 
planet?  Rehabilitation  from  what? 
The  man  is  almost  80.  He  is  sup- 
posed to  be  in  retirement.   He's 


The  historical  stock  of  Ike,  once  seen  as  a  bum 
bier,  is  booming.  A  like  rebound  awaits  Reagan 


more  active  than  9^%  of  those  his  age.  More  to  the  point, 
his  presidency  was  one  of  the  most  successful  of  this 
century.  His  much  maligned  economic  policy  ushered  in  a 
record  run  of  prosperity.  His  mili- 
tary and  foreign  policies  persuaded 
the  Kremlin  to  drastically  change 
policies.  His  speeches  were  the 
most  moving  since  FDR's;  the  idea 
of  democracy  is  triumphing  around 
the  globe.  Reagan  was  the  first  Pres- 
ident since  Ike  to  complete  two 
terms  of  office  and  leave  the  White 
House  with  his  popularity  intact. 

Yet  the  newsweeklies  and  the 
networks  verbally  harass  him  at 
every  turn.  Enough  already. 


DON'T  MAKE  IT  EARLY 


The  California  legislature  is  considering  moving  its 
presidential  primary  from  being  one  of  the  last  in  the 
campaign  season  to  one  of  the  first.  The  biggest  state 
wants  more  influence  selecting  the  nominees. 

The  measure  should  be  sidetracked  or  amended.  Making 
California  part  of  the  initial  battleground  would  harm  the 
process.  A  candidate  needs  vast  amounts  of  money  and 
considerable  name  recognition  to  succeed  in  that  state. 

By  contrast,  in  Iowa  and  New  Hampshire  hopefuls  can 
break  through  by  meeting  and  talking  with  voters  face  to 
face.  The  current  system  allows  for  more  competition. 


George  Bush,  for  one,  was  little  known  nationally  when 
he  upset  Ronald  Reagan  in  the  Iowa  caucuses  in  1980. 
His  early,  strong  showing  made  him  a  natural  for  the 
vice  presidency. 

By  moving  the  California  primary  to  March,  the  contest 
would  be  over  before  it  really  began,  depriving  voters  of  the 
chance  to  get  to  know  lesser-known  candidates. 

California  should  come  a  few  weeks  after  the  block  of 
southern  primaries.  By  then,  the  field  would  be  win- 
nowed and  the  Golden  State  contest  would  most  likely 
determine  the  nominee. 


THE  BROOKLYN  BOMBER 

Among  editorial  writers  and  commentators.  Bob  Baitley     in  making  the  line  item  veto  a  national  political  issue.  He 
andhiscrewattheW<3//5/ree(/oMrw<3/aretheequivalentofthe     effectively  pushed  the  notion  that  gerrymandering  has 


old  New  York  Yankees  (though  Bartley's  resi- 
dence is  in  Brooklyn,  not  the  Bronx).  They 
constantly  set  the  pace  for  everyone  else. 

Look  at  how  he  has  affected  the  nation's 
agenda  in  the  past  15  years.  His  editorials  in 
the  1970s  helped  legitimize  the  idea  that  cuts 
in  income  tax  rates  would  stimulate  the 
economy;  such  reductions  were  the  heart  of 
the  Reagan  economic  program  that  triggered 
the  longest  peacetime  economic  expansion  in 


made  the  House  of  Representatives  unre- 
sponsive. Th^  Journal  forcefully  pointed  out 
the  abuses  of  RICO.  Other  issues  Bartley  is 
influencing  include  the  need  for  more  legal 
immigration,  the  excesses  in  judicial  power 
and  in  environmental  regulation  and  the  stu- 
pidity of  congressional  protectionism. 

Because  he  has  no  fear  of  being  unfashion- 
able, Bartley  is  sometimes  disdained  by  his 
more  conventional,  pedestrian  peers  in  jour- 


Joumalism  's  Clark  Kent 

our  history.  He  highlighted  before  most  Others  the  politic;)  1     nahsm.  But  the  impact  of  this  courageous,  brilliant  man 
corruption  in  the  reg^alation  of  S&Ls.  He  was  instrumental      ^n  his  times  vastly  exceeds  theirs 
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The  legacy  of  the 

Movado®  Watch  is  the  ^roots^  of 

the  Esquire®  Collection^ 


The  Movado  legacy  dates  to 
1881,  La  Chaux  de  Fonds, 
Switzerland,  and  a  tiny  work- 
shop with  a  reputation  for 
innovation. 

In  its  more  than  a  century 
of  watchmaking,  Movado  has 
received  more  than  1500 
awards  for  creativity  and 
excellence. 


The  Esquire  Collection  is 
the  benefactor  of  this  rich 
heritage;  inspired  by  classic 
Movado  watches.  Its  technol- 
ogy, however,  is  of  the  future: 
quartz,  water-resistant. 

This  is  tradition  redefined 
and  the  best  of  Movado  crafts- 
manship. The  new  classics: 
ESQ.  In  time  for  the '90's. 


Underlying  Strength. 


Amidst  the  shifting  currents  of  today's  financiaj 
markets,  Bank  of  America  stands  on  a  solid 


The  Golden  Gate  Bridge, 
photographed  by  Alan  Ross. 


)un(lation  of  experience.  It  enables  us  to  look  at 
Dur  goals  with  a  long-range  perspective.  To  see 


opportunities  that  may  not  be  clear  to  others.  And 
to  deliver  the  support  you  need  to  seize  them. 


m 

Bank  of  America 


Other  Comments 


Rolling  Stone 

Such  is  the  Minneapolis  attitude 
toward  corporate  loyalty,  Roger  P. 
Brosnanhan,  a  Minneapolis  lawyer, 
noted,  that  "if  you  work  for  15  years 
at  Honeywell  and  then  15  years  at 
3M,  you're  considered  a  drifter." 
— Eben  Shapiro,  New  York  Times 

Learning  To  Listen 

"I  don't  know  how  good  a  writer  I 
am,"  [Robert  Caro,  author  of  the  Lyn- 
don Johnson  bestselling  biography] 
confided  as  he  leafed  through  a  stack 
of  notes  that  he  had  transcribed  from 
his  sui  generis  shorthand.  "But  I'm  a 
very  good  interviewer.  I  tried  to  learn 
how  to  interview  from  two  characters 
in  fiction.  One  is  Inspector  Maigret 
and  one  is  George  Smiley.  When  I  was 
a  reporter  I  felt  I  was  too  aggressive  in 
asking  questions.  The  thing  about 
both  of  them  is  that  they're  quiet  and 
patient.  They  let  the  other  person  talk 
and  really  listen  to  what  he's  saying. 
Maigret  takes  out  his  pipe  and  refills 
it  and  taps  it  on  the  table.  Smiley 
takes  his  glasses  off  and  wipes  them 
on  his  necktie.  It's  a  way  of  keeping 
themselves  quiet.  I  write  'shut  up'  in 
my  notebook  a  lot.  Or  just  's.u.'  If  you 
looked  through  my  notebooks,  you'd 
see  a  lot  of  s.u.'s." 

— interview  of  Robert  Caro,  by 
Stephen  Harrigan  in  Texas  Monthly 

Racing  with  Time 

Mikhail  Sergeyevich  [Gorbachev] 
must  know  that  he  cannot  win  the 
race  with  history,  that  it  is  beyond  the 
wits  of  one  individual  or  the  lifetime 
of  one  man  to  communicate  his  vi- 
sion and  alter  all  the  road  maps  and 
guide  a  whole  new  generation  to  the 


other  side  of  the  abyss.  It  appears  that 
what  he's  trying  to  do  is  smash  as 
many  of  the  walls  of  the  past  as  he 
can,  so  the  enclosure  that  has  separatr 
ed  his  country  from  the  community  of 
developed  Western  nations  can  never 
be  reassembled. 

Time  may  be  against  him.  But  fac- 
ing hardship  and  proceeding,  always 
proceeding,  is  the  theme  of  his  life.  It 
is  predictable  that  he  will  remain 
steadfast  to  the  end  of  his  era  of  lead- 
ership— educating,  exhorting,  ser- 
monizing for  the  vision  he  believes  in 
so  fervently.  Looking  around  at  the 
decimation  of  those  Eastern  European 
Communist  leaders  who  shook  their 
iron  fists  at  the  oncoming  horsemen 
of  history,  Gorbachev  made  a  pro- 
found comment:  "History  punishes 
those  who  come  late." 

— Gail  Sheehy,  Vanity  Fair 

Credit  on  Trust 

When  John  D.  Rockefeller  paid 
tribute  to  J.  Pierpont  Morgan's  bold- 
ness in  dealing  with  the  financial  cri- 
sis of  1907,  he  added,  with  priceless 
understatement,  "And  he  is  not  a  rich 
man,  either." 

Hetty  Green  was  richer  and  Jubilee 
Jim  Fisk  and  Diamond  Jim  Brady  were 
more  flamboyant,  but  Pierpont  Mor- 
gan had  one  thing  over  them:  class. 
The  characteristics  that  impelled  him 
into  the  unquestioned  position  of  the 
foremost  banking  figure  in  the  world 
were  his  personal  integrity  and  his 
unflagging  reliance  on  the  "gentle- 
men's agreement,"  a  phrase  he  him- 
self coined.  A  few  months  before  his 
death,  he  was  asked  by  a  hostile 
House  committee  investigating  the 
"Money  Trust": 

Q.  Is  not  commercial  credit  based 


primarily  upon  money  or  property? 

A.  No  sir,  the  first  thing  is  character. 

Q.  Before  money  or  property? 

A.  Before  money  or  property  or  any- 
thing else.  Money  cannot  buy  it.  .  .  . 
Because  a  man  I  do  not  trust  could  not 
get  money  from  me  on  all  the  bonds 
in  Christendom. 

— Here  Lies  America,  by  Nancy  Eills 
and  Parker  Hayden 


I'm  ajellow  who  works  in  the 
vineyard  of  compromise. 

— Representative  Dan  Rostenkowski 

(D.-ni.).  Chainnan  of  the  House  Ways  h 

Means  Committee,  who  said  he  would 

consider  cutting  the  capital  gains  tax 


The  Latest  How-To 

New  York  Times  Co.  is  offering  a 
videocassette  that  "tells  how  to  cover 
nuclear  events  more  safely,"  accord- 
ing to  an  ad  that  appeared  in  the 
Times  twice  recently.  The  ad  was 
headlined,  "Journalists:  Are  You  Pre- 
pared To  Cover  the  Next  Nuclear  Ac- 
cident?" There  is  an  800-number  for 
orders,  and  no,  it  isn't  800-fallout. 

How  fast  the  tape  will  sell  remains 
to  be  seen,  however.  The  Times  is 
asking  $249,  considerably  more  than 
the  prices  of  other  instructional  tapes. 
"How  to  Lambada,"  for  example,  can 
be  had  for  just  $9.95,  while  "Little 
League's  Official  How-To-Play  Base- 
ball Video"  retails  for  $29.95. 

Mr.  Matthew  Wald,  a  Times  corre- 
spondent who  helped  put  the  tape  to- 
gether, concedes  that  "Covering  a  Ra- 
diation Accident"  isn't  destined  to  be- 
come the  next  "Rambo"  at  the  local 
videocassette  rental  store. 

— Kevin  Goldman, 
Wall  Street  fournal 

Career  Creators 

Congress  is  rife  with  so  many  un- 
scrupulous individuals  that  it  has  be- 
come a  regular  target  of  late  night 
television  comics.  And  we  got  a  rather 
doleful  laugh  out  of  this  comment  by 
Jay  Leno  who  was  talking  about  the 
"Keating  Five,"  those  five  senators 
who  are  involved  in  the  savings  and 
loan  scandals. 

"I  saw  a  Senator  on  one  of  those 
Sunday  morning  talk  shows  the  other 
day  and  he  said  that  the  actions  of  the 
Senate  have  created  a  lot  of  jobs  for  a 
lot  of  citizens. 

"Yeah,  but,  let's  face  it,  you  can't 
make  a  career  out  of  jury  duty." 

—"Jab's  Gab," 
Benton  County  (Mo.)  Enterprise 
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Dan  Daly 

Chemist 

Texaco  Research  Center 


"At  Texaco,  we're  free  to  rock  the  boat.  To  go  with  an  uncon- 
ventional idea  when  only  a  few  can  see  the  potential.  One  of  those 
ideas  resulted  in  a  major  development  in  gasoline  technology." 

Dan  Daly  is  a  research  chemist  at  the  Texaco  Research 
Center  in  Beacon,  N.Y.  He's  a  member  of  the  special  team  that 
developed  Texaco 's  System^  gasoline. 

The  challenge:  To  clean  up  deposits  in  the  intake  systems  of 
today's  high-tech  engines. 

"We  could  have  used  a  pre-existing  additive  package.  That 
would  have  kept  us  at  par  with  the  current  technology  in  the 
industry.  But  we  chose  to  go  beyond  that.  To  be  innc  vative,  even 
if  it  did  mean  taking  a  risk:' 

The  result:  A  remarkable  system  of  gasolines  that  keep  new 
cars  running  like  new  and  can  help  restore  performance  to  older 
cars.  In  fact,  in  the  BMW  test  run  on  each  of  the  six  leading  national 
gasolines,  only  System^  removed  deposits  on  dirty  intake  valves. 

This  new  generation  of  fuels  has  met  with 
strong  consumer  acceptance. 

"It's  exhilarating  to  know  you've  developed 
something  that  can  improve  car  performance!' 

Right,  Dan.  Because  your  team  made  waves, 
we  made  a  better  product  for  our  customers. 


Uf 


Star  of  the 
American  Road 


TEXACO-WE'VE  GOT  THE  ENERGY. 


<H 


Wasn't  the  future  wonderful? 

And  didn't  it  seem 

like   only  yesterday  that 

Utopia  would  arrive 

right  on   schedule? 

Today,   many  companies 

are  calling  themselves  the 

future  of  networking. 

Revealingly, 

they  make  no  reference 

to  the  past.   Or  the   present. 

At  Novell,   our 

networking  software  is  already 

in   its  eighth  generation, 

while   many  other 

companies  have  yet  to  give 

birth.  And,   unlike  other 

companies,  all  we 

do   is   Network  Computing. 

It's  what  we're  good  at. 

It's  who  we  are. 
No  one   networks   more 
computers  than   Novell. 

Which   is  something 

you   should   know  about. 

Considering  our  past. 

And  your  future. 


MOVE  L  L 


,«^|^^ 


he     Past,     Present,     and     Futur 
of    Network    Computing. 


APPARENTLY,  THE  FUTURE  |S 
RUNNING  A  LITTLE  LATE. 


t^-^i  .  L^'ih 

lomorrow,  therell  be  even  less  room  at  the  top  in  banking. 


Today,  only  a  few  institutions  hold  truly  commanding  posi- 
tions. Tomorrow,  there  will  be  fewer  still. 

Bankers  Trust  understands  what  will  be  required  of  leaders. 
Of  those  institutions  who  will  continue  to  command  respect  and 
trust  worldwide. 

Substantial  capital,  and  the  earnings  to  increase  it. 

High-quality  assets  — with  the  liquidity  changing  times 
demand.  The  ability  to  assess  and  manage  risk. 

An  integrated  global  presence,  not  scattered  outposts. 

A  full  arsenal  of  product  powers,  to  deal  with  an  increas- 
ingly deregulated  world. 

The  skills  to  compete  on  an  efficient,  lowest-cost  basis.  To 
exploit  technology  to  its  fullest. 

And  to  attract  outstanding  people  by  providing  an  environ- 
ment in  which  the  best  can  thrive. 

All  of  these  criteria  must  be  met  by  leaders.  Our  commit- 
ment to  be  among  the  leaders  is  unqualified. 

DBankersTrust  Company 

Because  today  isn't  yesterday. 


^  _  •-•^ 


Commentary 

on  Events  at  Home  and  Abroad 

By  Caspar  W  VVfeinberger,  Publisher 


TAIWAN— ISLAND  OF  PROSPERITY 


Taiwan,  one  of  the  Pacific  tigers,  along  with  South  Korea, 
Singapore  and  Hong  Kong,  is  in  a  state  of  transition  that 
offers  an  instructive  example  to  its  neighbors  and  to  the 
democratically  developing  Eastern  European  nations. 

In  the  41  years  since  Chiang  Kai-shek  took  his  govern- 
ment to  the  sleepy,  underdeveloped  island  of  Formosa  and 
established  the  Republic  of  China,  Taiwan  has  achieved 
several  economic  miracles.  Taipei,  Taiwan's  largest  city,  is 
a  bustling,  teeming  metropolis,  with  almost  as  many  bicy- 
cles as  Beijing  and  almost  as  many  automobiles  as  Chicago. 

The  remarkable  growth  of  Taiwan  since  1949  has  pro- 
duced a  far  more  vibrant  economy  and  a  better  quality  of 
life  for  its  people  than  that  of  its  large  neigh- 
bor. It  is  also  an  obviously  desirable  place  for 
American  investment. 

How  did  the  Taiwanese  do  this? 

Their  first  priority  had  to  be  to  assure  their 
security.  This  they  did  by  equipping  one  of 
the  best  medium-size  military  forces  in  the 
Pacific.  The  test  of  their  success  is  simple: 
Mainland  China  never  attacked.  We  helped, 
but  Taiwan  saved  itself  by  its  own  exertions. 

They  adopted  a  basically  sound  economic 
policy  built  on  traditional  capitalistic  principles  of  incen- 
tives, ability  to  earn  and  keep  profits,  encouraging  domestic 
and  foreign  investment  and  a  stable,  convertible  currency. 

Finally,  the  Taiwanese  worked  very  hard,  with  a  patient 
willingness  which  recognized  that  it  might  take  many 
years  before  personal  successes  were  achieved.  Thousands 
of  the  people  who  came  to  Taiwan  had  lost  all  they 
accumulated  on  the  mainland,  including  their  land,  which 
has  an  almost  mystical  significance  to  the  Chinese. 

Not  all  was  perfect:  Wages  were  low;  infrastructure 
construction  was  deferred;  as  industry  grew,  so  did  air 
pollution,  particularly  in  the  Taipei  area;  and  only  one 
political  party  was  permitted.  But  the  economy  continued 
to  thrive,  with  double-digit  annual  growth  in  the  GNP,  full 
employment,  very  little  inflation  and  capital  improve- 
ments produced  by  government  and  private  investment. 

Two  weeks  ago  Forbes  Vice  Chairman  Christopher 
Forbes  and  I  visited  Taiwan,  and  we  were  struck  again  by 


President  Lee:  impres 
sive  and  knowledgeable 


the  immense  energy  and  vitality  we  saw. 

Substantial  democratization  is  being  introduced,  with 
government  support  and  therefore  without  violence.  There 
are  now  minority  parties  and  free  elections.  In  the  latest  of 
these,  the  Kuomintang,  the  party  of  Chiang  Kai-shek,  won 
about  75%  of  the  votes.  The  minority  has  about  10%  of  the 
seats  in  the  legislative  body,  but  now  government  ministers 
must  appear  before  the  legislature  to  answer  questions  and 
behave  like  officials  in  a  democracy.  There  is  more  freedom 
of  the  press  and  of  speech;  demonstrations  are  not  infre- 
quent but  thus  far  have  not  been  harshly  repressed. 
Much  of  the  credit  for  this  belongs  to  newly  reelected 
President  Lee  Teng-hui.  Educated  in  Taiwan 
and  the  U.S.,  he  is  an  impressive,  engaging 
man,  with  a  quick  smile  and  a  fine  grasp  of  all 
aspects  of  his  government's  programs.  One  of 
the  most  important  is  Taiwan's  construction 
of  its  own  new  defensive  fighter  aircraft  to 
replace  its  aging  U.S.  F-4s.  Taiwan  would 
have  preferred  to  buy  our  F-15s  or  F-16s,  but 
the  agreement  we  made  a  few  years  ago  with 
the  People's  Republic  forbids  that. 
Taiwan  has  brought  its  "Indigenous  De- 
fense Fighter"  to  almost  full-scale  production  at  much 
greater  cost  than  if  it  could  have  bought  our  planes.  Presi- 
dent Lee  discussed  with  us  in  great  technical  detail  the  best 
engine  for  the  IDF  in  a  most  knowledgeable  manner.  He  is 
also  well  aware  of  Taiwan's  need  to  attract  foreign  invest- 
ment, and  he  and  his  government  are  eager  to  take  advan- 
tage of  any  capital  flight  that  might  result  from  fears  as  to 
what  China  will  do  when  it  takes  over  Hong  Kong  in  1997. 
President  Lee  has  just  made  a  significant  change  in  his 
very  competent  cabinet.  He  has  announced  that  General 
Hau  Pei-tsun,  former  defense  minister  and  onetime  chief 
of  staff  of  the  military,  will  become  prime  minister,  sub- 
ject to  legislative  approval  after  Lee's  inauguration  this 
month.  There  are  rumors  of  other  changes,  which  would 
be  fairly  normal  for  a  president  beginning  a  second  term. 
Taiwan  is  an  old  friend  of  the  U.S.,  and  a  valuable  friend 
and  ally  now.  We  should  exert  every  effort  to  embrace  that 
relationship:  We  need  each  other. 
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^^KNir^'X^K     KNJr^K^k'^^^^^"'  ^^  ^^'^'^  receive  some  answers.  •  Because  NAS.  h( 
IXI  NWV_^I\   IXI  MV^'^^IX.    isnowon  the  threshold  of  discovering  some  long-hidde? 
secrets  of  our  universe.  ^  Already,  the  cameras  of  Voyager  II  have  given  us  captivating  views  c ' 
green-blue  Neptune,  the  fourth  planetary  visit  in  a  12-year  odyssey.  The  Magellan  spacecraft  h« 
embarked  on  a  700-million-mile  journey  to  radar-map  the  cloud-shrouded  surface  of  our  neare 
neighbor,  Venus.  •  Instruments  on  the  Gaiileo  space(  raft  are  poised  to  probe  the  mysteries  c 
Jupiter's  atmosphere.  And  with  the  launch  of  NASA's  Hubble  Space  Telescope,  the  very  origins  ( 

^MC)!)'' ■•. '.-'-in  :M.irir-tt,i  Corporation  ^  O 
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TUNE  IN    GREAT  PERFORMANCES"  ON  PBS 


ie  universe  may  be  revealed  with  the  help  of  the  Faint  Object  Spectrograph,  which  can  detect 
ght  as  old  as  time  itself.  •  At  Martin  Marietta,  we're  proud  of  the  role  we've  been  able  to  play  in 
ii  of  NASA's  programs— applying  the  same  creative  intelligence  to  space  technology  that  we  bring  to 
n  of  our  systems  and  products  in  defense,  electronics,  information  management,  energy  systems  and 
naterials.  •  Creative  intelligence  that's  being  used  to  solve  some  of  mankind's  oldest  riddles. 


MASTERMINDING  TOMORROW'S  TECHNOLOGIES 


IViJ\§9Ttl^  IVIA§9tET-rA 


6801  ROCKLEDCE  DRIVE,  BETHESDA,  MARYLAND  20817 
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When  you  closed  the  deal  on  the  Barrington  estate, 

I  was  grateful. 


\\^en  you  made  my  son  a  summer  associate  m  your  firm, 

I  w^as  quite  pleased. 


The  surprise  party  you  thre^v  for  my  fiftieth 
made  me  very  happy  indeed. 


But  when  you  gave  my  employees  a  Waterman  For  Christmas, 

I  was  speechless. 


"^u  Ve  fmally  impressed  me,  old  boy. 


Pens  write.  A  Waterman  pen  expresses.  That  is  why  Waterman  pens  are  the  perfect  gift  for  any  business  associate. 

The  creation  shown  here,  for  example,  has  been  crafted  from  sterling  silver  and  ts  perfect  for  anyone  who  appreciates  quality 

and  elegance.  To  learn  more  about  giving  i)  Waterm  i>;  pens  as  business  gifts,  please  call  1-800-7(^7-450(1    ' 


Vaterman 


pari; 


©iWJ  WulcrmtH  Pen  Compdnx 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


SOME  GOOD  LOOKING  INFLATION  NUMBERS 


An  important 

pattern  changes 

direction 


The  pressure  cm  prices  is  easing 


The  price  inflation  of  intermediate  goods 
has  fallen  behind  that  of  finished  goods 
since  early  1989.  Result:  disinflation. 
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Price  discipline 

will  stem  from  a 

stronger  dollar 


The  U.S.  looks  set  to  experience  an  extended  period  of  declining 
price  inflation.  Prices  will  rise,  but  at  steadily  lower  rates. 

It's  unlikely  to  be  as  dramatic  as  1986,  when  collapsing  oil  prices  led  to 
consumer  prices  rising  by  just  1.8%.  But  the  outlook  for  inflation  is 
much  cheerier  than  most  economists,  especially  those  on  Wall  Street, 
have  been  predicting. 

The  key  indicator  is  the  growing  gap  between  the  price  inflation  for 
intermediate  industrial  goods  (such  as  chemicals,  steel  and  electric 
motors)  and  finished  manufactured  goods.  When  inflation  is  rising  fast, 
says  economist  Adrian  Dillon  of  Eaton  Corp.,  prices  of  intermediate 
goods  and  raw  materials  lead  the  way,  rising  faster  than  prices  for 
finished  goods.  When  that  pattern  reverses — as  the  chart  shows  it  has 
since  early  1989 — inflation  slows  significantly. 

The  bad  news  on  price  inflation  in  the  first  quarter  (when 
consumer  prices  rose  at  an  annual  rate  of  8.5%,  up  from 
4.6%  for  the  whole  of  1989)  is  expected  to  reverse  in  the 
coming  months.  Apparel  prices  rose  21%  in  the  first 
quarter,  mostly  because  of  a  statistical  aberration.  Spot 
prices  for  some  commodities  also  blipped  up,  because 
suppliers  had  run  down  inventories  in  anticipation  of 
much  weaker  demand  than  occurred  and,  as  stocks  ran 
down,  so  prices  rose  temporarily. 

The  influential  purchasing  managers'  survey  in  May  re- 
ported an  overall  net  average  increase  for  industrial  semi- 
finished materials  prices  in  the  first  five  months  of  this 
year  of  just  0.5%,  with  a  further  0.8%  predicted  for  the 
rest  of  the  year.  One  of  the  few  items  showing  consistent, 
strong  price  increases  has  been  ball  bearings,  but  that  is 
the  result  of  that  industry  getting  protection  from  im- 
ports, according  to  Robert  Bretz,  chairman  of  the  National  Association 
of  Purchasing  Managers. 

There's  more  good  news  on  U.S.  wages.  Average  hourly  earnings  in 
manufacturing  in  April  were  up  just  3.5%  over  the  1989  period. 
Moreover,  this  easing  is  spreading  to  service-sector  wages,  says  Dillon, 
in  line  with  the  slowdown  in  service-sector  job  creation. 

Weakish  economic  growth  worldwide,  coupled  with  continued 
new  capital  investment,  will  maintain  downward  pressure  on  prices. 
And  the  strength  of  the  dollar  not  only  will  lower  import  prices 
directly  but  also  will  increase  the  pressure  on  domestic  manufacturers 
not  to  raise  prices,  or  face  a  loss  of  market  share  to  imports. 

The  question  for  this  summer,  then,  is  how  soon  the  markets  will 
shrug  off  their  funk  about  U.S.  deficits,  credit  crunches  (mostly  nonex- 
istent) and  competition  for  capital  with  Eastern  Europe  and,  instead, 
react  to  better  news  on  prices  by  lowering  rates?  And  how  long  after 
that  will  it  be  before  the  Federal  Reserve  follows  suit? 
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The  Forbes  liMl(ex 


The  Forbes  Index  (1967  =  100) 


Current  197  6  * 

Previous  198.0 1 

Percent  change      -0.2% 


•Preliminary    tRevised 
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The  economy  is  not  ready  to  roll  over  and  play  dead.  The 
March  decline  in  the  Forbes  Index  was  trimmed  from  a 
prelimmary  down  0.4%  to  down  0.2%,  thanks  to  a  strong 
showing  from  several  Index  components.  Personal  in- 
come, with  a  0.5%  increase,  posted  its  fourth  consecutive 
monthly  gain  in  March.  At  the  same  time,  manufacturers' 
new  orders  rose  0.7%  while  inventories  slipped  0.6%.  The 
Commerce  Department's  index  of  leading  indicators,  not  a 
Forbes  Index  component  but  a  popular  gauge  of  economic 
momentum,  jumped  0.9%  from  February  to  March. 


Ottier  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  safes  year  to  date  vs.  1969' 

Ward's  Automotive 

-3.0% 

Index  of  leading  indicators  March  vs.  February 

Dept  of  Commerce 

0.9% 

Trade  balance  last  12  months  ending  February  1990 

Oept  of  Commerce 

-$96  bil 

Producer  price  Index  March  vs.  1989^ 

Dept  of  Labor 

4.4% 

GNP  1st  quarter  vs.  4th — annualized  growth 

Dept  of  Commerce 

2.1% 

NBER  Experimental  Recession  Index^ 

Natl  Bureau  of  Economic  Research 

50% 

'U.S.-  based  manufacturers,  excludes  imports,  as  of  4/30/90 

'Finished  goods.  ^March  1990 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  vi^eighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  (1987  =  100) 
seasonally  adjusted  (Federal  Reserve) 


Services     ■  Total  index 


Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept.  of  Commerce) 
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I  Inventories     ■  New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept  of  Commerce) 


2775 


2650 


2525 


2400 


Personal  income  (Sbillions)  wagt  ji  d  .jijiy  disburse- 
ments, seasonally  adjusted  (Dept  of  Commerce) 


730 


700 


670 


640 


Consumer  installment  credit  (Sbdiions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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are  over. 


-.Chubb's  claims  people 


Saulo  or  S.r^aP°«  J- ^!;:ir^^rb-L«s,  an  .ntemauonal  commeraal  r-y=S 


Wacch  for  it  on  PBS. 


i! 


The  perfect  accident? 


The  front  left  corner  of  the 
northbound  car  has  abruptly 
met  the  front  left  corner  of 
the  southbound  car  in  an 
offset  frontal  impact. 

If  two  cars  had  to  meet 
this  way,  how  fortunate  that 
they  were  both  Mercedes. 
Because  every  new  Mercedes- 
Benz  has  been  designed  from 
the  drawing  board  up  with 
this  specific  type  of  crash  in 
mind. 

Mercedes  -  Benz  studies 
show-'that  serious  accidents  far 


more  often  involve  offset  than 
direct  head-on  impacts.  So  the 
forward  chassis  and  body 
structure  of  a  Mercedes-Benz 
is  ingeniously  configured  to 
absorb,  channel  and  distribute 
impact  forces  in  both  offset 
and  head-on  collisions.  Aiming 
to  blunt  the  thrust  of  kinetic 
energy  before  it  reaches  the 
passenger    area.     Aiming    to 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


reduce  the  occupants'  risk  of 
serious  injury. 

Even    with    this    defense 
against   offset   impacts,    the 
absolutely  no-risk,  no-damage, 
no-injury    accident    is,    and 
probably  always  will  be,   un- 
attainable. 

But    that    has    never    dis- 
couraged   the    engineers    of 
Mercedes-Benz    from    trying. 
And  never  will. 

For  further  information 
on  Mercedes-Benz  safety,  call 
1-800-243-9292  anytime. 


Forbes 


It  is  rarely  comfortable  being  a  minority  partner.  It's  especially 
bad  being  a  minority  partner  with  billionaire  Phil  Anschutz.  Even 
for  mighty  Morgan  Stanley. 


A  game  of  chicken 


By  Phyllis  Berman 
and  Roala  Khalaf 


PI  HiLip  Anschutz  is  the  son  of 
"  an  oil  rig  operator  who  hap- 
pened to  buy  a  ranch  on  what 
was  to  become  one  of  the  biggest  oil 
and  gas  fields  in  the  U.S. 
At  age  50,  the  Denverite  is 
one  of  the  nation's  au- 
thentic billionaires.  He  is 
also  irascible,  strong- 
willed  and  on  the  arrogant 
side.  Just  ask  Bill  Haw  of 
National  Hog  Farms. 

It  seems  Haw  wanted  to 
build  a  hog  farm  next  to 
the  Anschutz  ranch  in 
Greeley,  Colo.  Anschutz 
made  it  clear  to  Haw  that 
he  didn't  want  him  to  bid 
on  the  property.  Haw  ig- 
nored Anschutz.  "Mr. 
Haw,  I  intend  to  be  your 
enemy,"  Haw  says  An- 
schutz told  him.  "And  af- 
ter you  have  had  me  for  an 
enemy  for  a  while,  I'm 
sure  you'll  reconsider  and 
sell  me  the  ranch." 

A  stubborn  man  him- 
self. Haw  went  ahead  and 
built  his  hog  farm.  An- 
schutz was  incensed  at 
the  idea  of  a  smelly  hog 
farm  so  near  his  palatial 
duck-hunting  preserve. 
He  sued  the  firm  and  fi- 


nanced a  legislative  initiative  that 
Haw  characterizes  as  a  personal  ven- 
detta. His  aim:  to  force  special  envi- 
ronmental regulations  on  the  hog 
farm  that  would  have  cost  Haw's  op- 
eration more  than  $10  million.  Local 
voters  defeated  the  Anschutz  initia- 


tives. Today  Haw  has  40,000  hogs  and 
plans  to  add  150,000  by  1992. 

Haw  just  raises  hogs.  But  Anschutz 
seems  to  be  treating  mighty  Morgan 
Stanley  with  the  same  offhanded  arro- 
gance he  displayed  toward  his  less 
lofty  neighbor. 

Morgan  Stanley  is  An- 
schutz' partner  in  his  big- 
gest deal  to  date.  In  addi- 
tion to  helping  structure 
the  deal,  Morgan  Stanley 
raised  equity  money  for 
Anschutz' $1  billion  1988 
leveraged  buyout  of 
Southern  Pacific  Trans- 
portation Co.  Southern 
Pacific  had  gone  on  the 
block  when  the  icc  ruled 
in  1987  that  the  merger 
between  sp  and  Santa  Fe 
was  anticompetitive. 

Morgan  made  fat  fees 
on  the  deal.  It  also  bought 
itself  a  very  bad  headache. 
The  railroad  is  losing 
money,  and  its  real  estate 
sales  arc  not  making  up 
the  difference.  The  sales 
haven't  provided  enough 
cash  to  cover  debt  pay- 
ments and  capital  expen- 
ditures and  still  meet  re- 
quirements set  by  the 
banks.  Southern  Pacific's 
employees  have  begun  a 
whisper  campaign,  saying 
that  morale  is  bad  because 
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Anschutz  has  kept  too  much  of  the 
old  management.  According  to  Robert 
Starzel,  Anschutz'  right-hand  man, 
competitors  such  as  Union  Pacific 
and  Sante  Fe  have  launched  a  concert- 
ed attack  on  Southern  Pacific's  credi- 
bility with  its  shippers.  Rumors  of 
bankruptcy  have  swirled  around  the 
railroad. 

While  all  this  happens,  Morgan 
Stanley  stands  by  helplessly.  A  source 
tells  Forbes  that  Anschutz  often  re- 
fuses to  return  telephone  calls  from 
Morgan  Stanley  partners.  With  the 
near  default  of  sp's  bank  loans,  able 
railman  Stanley  Crane,  former  chair- 
man of  Conrail,  made  a  visit  with 
recommendations.  Anschutz  wasn't 
receptive.  Crane,  miffed,  left  after 
about  a  week. 

How  did  Morgan  Stanley  find  itself 
at  the  mercy  of  Philip  Anschutz?  Es- 
sentially, Morgan  ignored  warnings 
from  its  own  ranks. 

Anschutz  is  a  savvy  and  reclusive 
man  who,  for  all  his  wealth,  hates 
risking  his  own  money.  He  has  a  repu- 
tation for  being  emotional,  tightfisted 
and  difficult  to  deal  with.  David 
Schulte,  a  partner  at  Chilmark  Part- 
ners, an  investment  banking  firm  spe- 
cializing in  reorganizations,  has  done 
business  with  Anschutz  over  four 
years  and  was  one  of  his  advisers  on  the 
Southern  Pacific  deal.  Schulte  admires 
Anschutz  but  says:  "If  you're  across  the 
table  in  negotiations,  he'll  wear  you 
down,  he'll  frustrate  you,  because  he 
comes  back  and  back,  tireless  and  tena- 
cious. I  can  imagine  that  someone 
might  regard  him  as  greedy  and  over- 
reaching. I  don't.  I've  resigned  assign- 
ments from  Phil,  I've  had  moments 
when  I've  been  frustrated  because  of ' 
the  way  he  does  his  business.  He's  a 
talented  guy,  a  very  rich  guy,  and  he's 
used  to  having  his  way." 

Knowing  all  this  didn't  stop  Mor- 
gan Stanley  from  doing  the  Southern 
Pacific  deal.  This  isn't  the  first  time 
Morgan  has  had  to  deal  with  An- 
schutz. Morgan  helped  Anschutz  sell 
junk  bonds  to  reduce  personal  debt 
after  he  had  acquired  the  Denver  & 
Rio  Grande  Western  Railroad  in  1984. 
Anschut"^  went  to  Morgan  again  in 
1987,  when  he  had  a  problem  that  was 
also  an  opportunity  and  required  lots 
of  money.  There  was  a  fear  that  if  the 
merger  with  Santa  Fe  went  through, 
Anschutz'  tiny  Rio  Grande,  which  op- 
erates 3,400  miles  of  track  between 
Missouri  and  Utah,  would  lose  its  ac- 
cess to  the  West  Coast. 

Anschutz  wanted  to  buy  the  South- 
em  Pacific  as  a  means  of  preserving 
his  investment  in  the  Rio  Grande. 
Being  Phil  Anschutz,  however,  he 
didn't  want  to  put  in  any  cash.  He 


approached  several  banks.  Finally,  Se- 
curity Pacific  and  other  banks  came 
up  with  a  $700  million  commitment. 
But  Anschutz  needed  $1  billion. 

Enter  Morgan  Stanley.  Some  of  the 
merchant  bankers  at  Morgan  were 
wary  of  Anschutz.  In  October  1987  a 
meeting  took  place  in  Chicago  be- 
tween Anschutz  aides  and  others,  in- 
cluding Morgan  bankers  Richard 
Carey  and  Jeff  Sherry.  The  Morgan 
bankers  were  alarmed  by  the  attitudes 
revealed  by  Anschutz'  aides.  They 
told  Morgan's  commitment  commit- 
tee in  a  confidential  memo:  "An- 
schutz has  been  extremely  difficult  to 
work  with  given  his  unwillingness  to 
put  forth  a  price  and  to  back  that  price 


with  75%  of  both  railroads.  He  even 
avoided  pledging  any  of  the  assets  in 
his  Rio  Grande. 

Here  was  the  deal:  Anschutz  agreed 
to  pay  Santa  Fe  a  shade  over  $1  billion 
in  cash  and  to  assume  $780  million  in 
Southern  Pacific  debt.  To  supplement 
the  equity  money  Morgan  had  raised 
for  him,  Anschutz  turned  again  to  the 
investment  banking  firm  to  raise  an- 
other $200  million  through  the  sale  of 
junk  bonds.  The  rest,  $700  million, 
came  from  the  secured  loan  by  Securi- 
ty Pacific,  which  was  later  replaced 
with  a  $525  million  term  loan  from 
Bank  of  America. 

Why,  besides  the  prospect  of  $20 
million  in  fees,  was  Morgan  so  eager 


Southern  Pacific  freight  train  near  oil  refinery,  Houston 
Hard  times  for  a  real  estate  railroad. 


by  putting  forth  equity."  The  two  rec- 
ommended that  Morgan  "not  issue  any 
sort  of  funding  commitment."  Mark 
Walsh,  a  credit  analyst  at  Morgan,  also 
had  misgivings  about  the  long-term 
potential  of  the  Rio  Grande. 

But  James  Runde,  head  of  Morgan's 
corporate  finance  transportation  divi- 
sion, recommended  the  deal.  Morgan 
agreed  to  join  the  deal  as  a  principal. 

Morgan  raised  $111  million 
through  the  sale  of  common  stock — 
$88  million  to  its  own  Leveraged  Eq- 
uity Fund  II — and  raised  a  further  $75 
million  through  a  private  placement 
of  preferred  shares.  The  Morgan  fund 
got  20%  of  the  equity;  the  preferred 
holders  got  another  5% .  Since  Morgan 
Stanley  owned  10%  of  the  fund,  it  was 
itself  a  partner  in  the  deal,  albeit  a 
small  one. 

Morgan  had  given  Anschutz  just 
about  everything  he  wanted.  An- 
schutz, who  put  up  no  cash,  ended  up 


to  do  the  deal  that  it  would  grant 
Anschutz  such  one-sided  terms?  An- 
schutz had  been  attracted  by  the 
300,000  acres  of  real  estate  the  rail- 
road owns,  and  so  was  Morgan.  In 
1987  Goldman,  Sachs  estimated  the 
real  estate  at  $1.6  billion.  Anschutz' 
own  people  put  the  value  even  higher. 
If  the  real  estate  could  be  quickly  liq- 
uidated, Anschutz  ai  d  the  other  equi- 
ty holders  would  own  the  Southern 
Pacific  almost  for  nothing. 

ICC  documents  reveal  that  Mor- 
gan's James  Runde  admits  he  didn't 
conduct  any  real  estate  appraisals  of 
his  own  but  accepted  existing  apprais- 
als. Runde  has  been  unavailable  for 
comment. 

When  the  Southern  Pacific  deal  was 
struck,  Morgan  believed  Anschutz 
would  simply  sell  off  enough  down- 
town sites  in  places  like  Los  Angeles 
and  San  Francisco  to  pay  down  the 
$700  million  bank  loan.  Morgan  also 
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apparently  figured  Anschutz  would 
buy  out  the  minority  shareholders — 
including  Morgan — once  he  had  sold 
enough  real  estate  to  get  liquid.  Mor- 
gan even  went  so  far  as  to  require  Rio 
Grande  Industries  or  Anschutz  to  buy 
Morgan's  fund's  shares  after  four 
years;  otherwise  Morgan  can  then  of- 
fer them  on  the  public  market. 

Morgan  seems  to  have  thought  the 
Southern  Pacific  deal  would  be  a  re- 
peat of  the  Rio  Grande  deal.  There 
Anschutz  had  purchased  the  property 
with  $90  million  of  his  own  funds  and 
$460  million  of  borrowed  money, 
which  he  paid  off  in  about  1  Vi  years. 
He  ended  up  owning  the  railroad  free 
and  clear. 

This  time  the  timing  was  different. 
When  Anschutz  bought  the  Rio  Gran- 
de, both  the  rail  and  real  estate  busi- 
nesses were  heading  up.  But  now  both 
businesses  were  turning  soft. 

The  results  are  not  good:  Southern 
Pacific's  railroad  operating  income 
showed  a  $66  million  loss  last  year.  It 
had  to  scramble  to  raise  cash.  It  sold 
$196  million  of  rail  accounts  receiv- 
able, raised  $42  million  from  sale  and 
leasebacks  of  locomotives  and  freight 
cars.  It  raised  $234  million  in  cash 
from  real  estate  sales.  It  wasn't 
enough,  given  the  railroad's  dismal 
performance  and  its  huge  burden  of 
debt.  Southern  Pacific  could  not  fund 
the  $370  million  in  capital  expendi- 
tures on  roadways  and  equipment, 
pay  $122  million  in  interest  payments 
and  still  meet  its  free  cash  flow  test 
required  by  the  banks.  Thus,  at  the 
end  of  1989,  it  had  to  renegotiate  the 
terms  of  its  bank  loan  in  order  to 
avoid  default. 

Southern  Pacific's  junk  bonds  are 
selling  at  only  around  65  cents  on  the 
dollar. 

Despite  this  cash  squeeze,  says  Rob- 
ert Scanlan,  who  led  the  Southem  Pa- 
cific real  estate  valuation  team  in  1 98  7, 
Anschutz  has  been  rejecting  some  of 
the  deals  brought  to  him  at  realistic 
market  prices,  claiming  the  prices  are 
too  low.  He  almost  seems  to  dare  his 
partner  and  debtors  to  make  a  move. 

As  one  investment  banker  familiar 
with  the  deal  put  it,  "It's  now  a  game 
of  chicken  among  Anschutz,  the  bank 
and  Morgan.  It's  in  everybody's  inter- 
est to  keep  the  deal  afloat,  but  if  any- 
one blinks,  then  everybody  will  lose." 
Maybe  not  quite  everybody.  Remem- 
ber, Phil  Anschutz'  only  contribution 
to  the  deal  is  a  mere  25%  interest  in 
his  moneylosing  Rio  Grande.  As  Chil- 
mark's  David  Schulte  says,  "I  was 
only  briefly  involved  in  this  deal  and 
I'm  not  current  on  it,  but  if  I  had  to  bet 
on  any  of  the  players,  I  would  bet  on 
Phil."  ■ 


As  American  blacks  make  up  a  bigger  share 
of  prime-time  TV  audiences,  the  networks 
are  paying  more  heed  to  their  tastes  and 
interests.  Economic  clout,  it  seems,  is  a 
most  effective  tool  for  affirmative  action. 

< 

Honey  talks 


By  Kathiyn  Harris 


Fl  OR  AT  LEAST  the  past  12  years, 
the  three  major  tv  networks  to- 
gether have  offered  no  more 
than  4  hours  each  week  of  prime-time 
series  with  either  predominately 
black  casts  or  blacks  as  leading  char- 
acters. That's  6%  of  the  66-hour 
schedule,  while  blacks  account  for 
12%  of  the  population  and  13%  of 
prime-time  viewership. 

But  while  white  television  viewers 
are  flipping  off  their  sets  in  increasing 
numbers,  black  viewership  is  on  the 
rise.  Blacks  are  watching  more  televi- 
sion than  whites:  54%  more  last  year, 
according  to  Nielsen  Media  Research. 
The  average  black  household  watched 
1 1  hours  of  television  each  day  while 
the  nonblack  household  decreased  its 
viewing  to  7.2  hours,  from  7.3. 

Not  surprisingly — though  they  sel- 
dom want  to  talk  about  it — the  net- 
works are  looking  for  new  ways  to 
attract  what  is  a  growing  part  of  their 
audience,  black  viewers.  In  the  1988- 
89  season,  black  viewers  boosted  the 
ratings  of  16  prime-time  shows  a  full 
rating  point  or  more,  according  to  Bat- 


ten, Barton,  Durstine  &.  Osbom,  the 
advertising  agency.  Even  more  popu- 
lar than  Jlje  Cosby  Show  in  black 
households  was  its  spinoff,  A  Differetn 
World,  about  life  on  a  black  college 
campus.  With  more  than  45%  of 
black  TV  households  tuned  in,  the 
show  picked  up  nearly  3  rating  points 
overall. 

Each  point  represents  921,000  tv 
households.  "Every  single  rating 
point  is  critical,  and  we  may  have  to 
be  more  aware  of  where  we  get  that 
extra  edge,"  concedes  Warren  Little- 
field,  NBc's  executive  vice  president 
of  prime-time  programs.  He  quickly 
adds:  "But  you  don't  give  a  show  a  nod 
[just]  because  it's  got  a  good  minority 
representation." 

Maybe  not,  but  you  do  pay  atten- 
tion. A  host  of  black  talent  is  converg- 
ing on  the  networks  from  the  music 
business,  motion  pictures,  daytime 
television  and  comedy  clubs.  New  se- 
ries or  pilots  are  coming  from  the 
likes  of  record  producer  Quincy  Jones, 
who  has  made  a  pilot,  tentatively 
called  I'hucc  of  liel  Air,  in  which  a 
teenager  (rap  music  star  Will  Smith) 
leaves  a  tough  urban  neighborhood  to 


ne  casts  of  NBC's  series  Cheers,  lliaiicr,  Midfiisiht  Caller 
Black  viewers  help  boost  the  shows'  ratings. 
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Record  producer  Quincy  Jones  (left)  and  comedian  Keenen  Ivory  Wayans 
Hoping  to  bring  new  series  with  black  themes  to  the  big  TV  networks. 


live  with  wealthy  California  relatives. 
Talk  show  hostess  Oprah  Winfrey  co- 
owns  and  stars  in  an  abc  drama,  Brew- 
ster Place,  spun  off  from  her  mini- 
series,  77?^  Women  of  Brewster  Place 
(based  on  the  Gloria  Naylor  novel), 
portraying  a  middle-aged  black  wom- 
an in  the  inner  city. 

Comedian  Keenen  Ivory  Wayans, 
the  executive  producer  and  host  of  In 
Living  Color,  a  satirical  show  on  the 
fledgling  Fox  network,  has  also  made 
an  ABC  pilot  based  on  his  1988  movie, 
I'm  Gonna  Git  You  Sucka,  which  lam- 
pooned the  black  action/exploitation 
films  of  the  1970s.  Movie  star  Eddie 
Murphy  has  a  deal  to  develop  shows - 
for  CBS;  Murphy's  company  has  got- 
ten a  pilot  order  for  Clippers,  a  comedy 
staged  in  a  black  barbershop. 

There  are  major  marketing  implica- 
tions in  the  increasing  importance  of 
black  viewership.  The  average  black 
viewer  is  younger  and  poorer  than  his 
white  counterpart,  yet  is  a  more  avid 
consumer  of  certain  products.  Cos- 
metics and  hair-care  products  are  ex- 
amples, 'but  sporting  goods,  sound 
equipment,  clothing  and  jewelry  are 
also  popular  items  with  young  blacks, 
according  to  a  new  consumer  survey 
published  by  accountants  Deloitte  &. 
Touche  and  marketing  consultant  Im- 
pact Resources  Inc. 

The  study,  which  surveyed  21,000 
black  consumers  in  35  markets,  con- 
cluded that  half  the  black  consumers 
are  younger  than  35,  while  60%  of  the 
white  consumers  are  35  or  older. 

Of  the  three  major  networks,  nbc 
aired  the  most  black-theme  series 
during  the  1980s,  and  benefited  most 


from  black  viewership.  nbc  devoted 
just  2  hours  of  its  22-hour  prime-time 
schedule  last  fall  to  series  with  a  pre- 
dominately black  cast  or  black  lead- 
ing characters:  Cosby,  A  Different  World, 
Amen  and  227.  Yet  those  shows  helped 
propel  nbc's  prime  time  ratings  49% 
higher  in  black  households  than  in 
nonblack  homes,  according  to  a  view- 
er study  done  by  New  York  ad  agency 
Bozell  Inc. 

NBC  executives  say  they  had  no 
grand  design  to  capitalize  on  the  black 
audience.  But  nbc's  Littlefield  con- 
fesses his  surprise  that  cbs  let  two  of 
its  black  stars  from  The  Jeff ersons  mi- 
grate to  NBC.  "Don't  they  get  it?"  he 
recalls  thinking.  The  two  stars — 
Maria  Gibbs  and  Sherman  Hemsley — 
became  lead  characters  on  nbc's  227 
(about  family  life  in  a  black  neighbor- 
hood of  Washington,  D.C.)  and  Amen 
(a  comedy  about  the  staunchest  mem- 
bers of  a  black  Philadelphia  church). 
The  two  shows  helped  nbc  gain  domi- 
nance on  Saturday  night. 

Network  and  ad  agency  executives 
track  black  viewership  not  only  for  its 
numerical  strength  and  purchasing 
power  but  for  its  influence  on  nation- 
al tastes.  What  youthful  blacks  like 
today  can  be  a  harbinger  of  America's 
pop  culture  tastes,  nbc,  for  example, 
actually  began  its  climb  out  of  the 
ratings  cellar  in  1983  with  Tioe  A-Team, 
a  cartoonish  action-adventure  series 
that  made  a  cult  hero  out  of  the  beefy, 
truculent  black  actor  Mr.  T.  Within 
two  months  The  A-Team  had  become 
the  second  most  popular  series  in 
non white  households.  By  the  end  of 
the  season,  the  show  had  caught  on 


with  white  viewers  as  well  and  fin- 
ished high  up  in  tenth  place. 

None  of  this  means  that  black-ori- 
ented shows  will  come  to  dominate 
the  networks.  After  all,  black  viewers 
are  often  attracted  to  shows  other 
than  those  featuring  blacks.  The  ac- 
tion shows  Hunter,  Midnight  Caller  and 
Wiseguy  each  picked  up  more  than  one 
point  from  black  viewers  in  1988-89. 
But  preferences  do  differ  markedly  in 
black  and  nonblack  households.  The 
recent  Bozell  study  found  that  only 
three  of  the  top  ten  shows  were  the 
same:  The  Cosby  Show  and  two  other 
nbc  series  that  followed  Cosby  on 
Thursday  nights,  Cheers  and  Grand.  In- 
terestingly, Roseanne,  the  white-cast 
blue-collar  comedy,  which  ranked 
first  among  nonblack  viewers,  ranked 
28th  among  black  households. 

CBS  programmers  were  the  most  re- 
luctant to  talk  about  the  importance 
of  black  viewers  and  any  shifting 
strategies  they  are  employing  to  go 
after  them.  But  when  cbs  recently 
canceled  Pat  Sajak's  late-night  show, 
it  substituted  rerunr  of  21  Jump  Street 
and  Wiseguy,  both  popular  with  young, 
black  audiences.  This  strikes  some 
observers  as  a  weak  compromise.  Says 
Target  Market  News  publisher  Ken  Smi- 
kle:  "They're  going  to  have  a  real 
tough  time  pulling  any  hip  urban  kids 
away  from  Arsenio  Hall  with  any- 
thing other  than  some  new  and  inno- 
vative programming." 

While  the  whole  subject  is  delicate 
in  TV  and  advertising  circles,  the  fact 
is  that  American  blacks'  economic 
clout  could  translate  into  increased 
sensitivity  to  their  tastes.    ■ 
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With  CapitaLink,  the  commercial  hankers 
would  take  another  step  onto  Wall  Street's 
turf.  Merrill  Lynch  is  fighting  back. 


Bond  bully 


John  Sc^al 


By  Marcia  Berss 


BACKED  BY  commercial  bank  J. P. 
Morgan,  CapitaLink  is  a  com- 
puter-based system  that  will 
soon  let  corporations  issue  many  of 
their  bonds  directly  to  institutional 
investors.  The  issuers,  in  other  words, 
will  be  able  to  bypass  the  Wall  Street 
underwriters  and  pay  fees  of  about 
0.2%  of  money  raised,  less  than  half 
the  commission  an  underwriter 
charges.  Savings  on  a  midsize  $300 
million  debt  deal:  $1.3  million. 

The  Securities  6*.  Exchange  Com- 
mission approved  CapitaLink  in  mid- 
December.  Several  big  companies — 
General  Electric  Capital  Corp., 
McDonald's  Corp.  and  Deere  &.  Co. — 
have  since  told  the  sec  they  may  use 
the  electronic  auction.  (It  works  like 
this:  When  a  CapitaLink  issuer  wants 
to  sell  bonds,  CapitaLink  will  an- 
nounce the  time  of  a  half-hour  auc- 
tion, during  which  investors  will  sub- 
mit bids  via  their  computer  termi- 
nals, using  the  system's  proprietary 
software.)  CapitaLink  President  Da- 
vid Jeffrey  says  he's  now  distributmg 


the  bond  bidding  software  to  inves- 
tors, and  the  first  deal  will  be  done 
before  the  summer's  out. 

On  the  $127  billion  in  high-grade 
corporate  new  issues  sold  last  year, 
the  aggregate  savings  could  come  to 
$500  million.  Since  the  potential  sav- 
ings are  wrung  from  the  hides  of  the 
investment  banks,  it  is  no  surprise 
Wall  Street  would  prefer  to  see  Capi- 
taLink die  a  quick  death.  Most  vocal 
is  Merrill  Lynch,  which  is  trying  to 
organize  a  boycott  of  CapitaLink. 

In  a  signed  internal  memo  sent  to 
its  bankers,  brokers  and  traders  in 
April,  Merrill's  chief  of  money  mar- 
kets, Richard  Fuscone,  warned  that 
"the  competitive  threat  CapitaLink 
poses  to  our  industry  cannot  be  over- 
emphasized." To  fight  it,  the  Merrill 
memo  said  the  firm  will  not  trade  or 
quote  prices  for  any  CapitaLink-is- 
sued  security.  "This  is  a  firm  policy  to 
which  there  will  be  no  exceptions," 
said  the  memo.  By  not  providing  trad- 
ing liquidity,  Wall  Street's  biggest 
bond  underwriter  hopes  to  scare  away 
CapitaLink  issuers  and  investors. 

Merrill  has  already  tried  to  dissuade 


one  corporate  issuer,  Moline,  111.- 
based  Deere  &  Co.,  from  using  Capi- 
taLink. In  April  the  farm  equipment 
maker  filed  a  prospectus  with  the  sec 
to  issue  up  to  $250  million  in  medi- 
um-term notes.  Deere  named  Merrill 
Lynch  lead  underwriter  and  Gold- 
man, Sachs  co-underwriter.  But  in  the 
prospectus  Deere  added  it  might  issue 
csome  notes  via  electronic  auction. 

In  an  internal  marketing  memo, 
Merrill  warned  Deere  that  including 
CapitaLink  "risks  less  than  whole- 
hearted program  sponsorship  from  the 
two  most  powerful  dealers."  In  other 
words,  do  all  of  the  deal  with  us  or 
don't  expect  our  help  on  marketing 
any  of  the  deal. 

"No  one  is  paying  us  to  support 
CapitaLink  bonds,"  says  Barry  Fried- 
berg,  Merrill's  head  of  investment 
banking.  "We've  got  limited  human 
and  capital  resources,  and  already 
have  more  bonds  than  we  can  trade." 

But  Merrill's  effort  to  dissuade 
Deere  has  been  futile.  Goldman, 
Sachs,  the  nation's  number  three 
bond  underwriter,  refuses  to  go  along. 
"We  would  not  lessen  our  commit- 
ment in  any  way  to  Deere  if  they  used 
some  other  system,"  says  Jon  Winkel- 
ried,  head  of  Goldman's  syndicate 
desk  for  corporate  new  issues. 

If  Deere  took  offense  at  Merrill's 
threat,  you'd  never  know  it  from 
Treasurer  Pierre  Leroy.  "Obviously, 
no  one  has  bullied  us  into  doing  any- 
»thing,"  says  Leroy,  noting  Deere  may 
still  issue  some  debt  by  electronic 
auction,  as  the  prospectus  states. 

Merrill's  tough  tactics  seem  out  of 
proportion  with  CapitaLink's  actual 
threat.  The  fact  is,  CapitaLink  will 
never  be  the  all-purpose  underwriter 
that  the  big  Wall  Street  firms  can  be. 
The  system  is  primarily  for  plain-va- 
nilla  deals  and  the  debt  of  companies 
that  come  regularly  to  market.  By 
contrast,  an  industrial  issuer  that 
raises  money  once  a  year  and  needs 
the  marketing  and  distribution  capa- 
bility of  a  big  investment  banking 
firm  is  not  a  CapitaLink  candidate. 
Nor  are  securities  with  intricate  debt 
covenants,  such  as  |unk  bonds. 

Even  some  very  large  issuers  will 
probably  avoid  CapitaLink.  This  is  be- 
cause the  CapitaLink  issuer  can  only 
accept  or  reject  what's  bid,  while 
many  issuers  prefer  to  set  their  own 
price.  Says  Richard  Clout,  vice  presi- 
dent of  borrowings  for  General  Mo- 
tors Acceptance  Corp.,  the  nation's 
largest  private  sector  debt  issuer:  "We 
want  to  give  our  investors  predictabil- 
ity, so  CapitaLink  is  not  an  attraction 
at  this  time."  Still,  adds  Clout,  for 
investment  bankers,  CapitaLink  "is  a 
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competitive  threat." 

CapitaLink's  target  market  is  high- 
grade  bonds,  47%  of  all  public  corpo- 
rate debt  underwritings.  But  part  of 
the  irony  is  that  underwriting  of  those 
bonds  is  a  very  low  profit  business  for 
Wall  Street.  Jeffrey  of  CapitaLink  ar- 


gues investment  bankers  should  focus 
on  complex  financings  that  generate 
big  fees  and  fatter  profits. 

Still,  Merrill  apparently  feels  that 
CapitaLink  represents  the  commer- 
cial bankers'  nose  sliding  deeper  into 
the  investment  bankers'  tent.  As  one 


corporate  treasurer  who  plans  to  use 
CapitaLink  put  it:  "If  [investment 
bank]  Shearson  Lehman  Hutton  had 
introduced  CapitaLink,  I  bet  Merrill 
would've  jumped  on  board." 

The  wall  of  Glass-Steagall,  already 
unsteady,  is  shaking  again.    ■ 


'It  is  worse  than  a  crime, ''  said  Napoleon  s 
police  chief,  ''it  is  a  blunder. ''  Thafs  a  pretty 
good  description  of  Ames  Department 
Stores  ill  fated  purchase  ofZayre  Stores. 

James  Harmon's 
two  hats 


By  Snbrata  N.  Chakravarty 

Eighteen  months  ago  Ames  Depart- 
ment Stores,  Inc.,  of  Rocky  Hill, 
Corm.,  a  Hartford  suburb,  paid  $800 
million  for  the  Zayre  Discount  Stores 


Division  of  Zayre  Corp.,  a  Framing- 
ham,  Mass. -based  discounter.  That 
had  to  be  one  of  the  worst  acquisi- 
tions in  an  era  of  bad  acquisitions. 
Last  month  Zayre  dragged  Ames  into 
Chapter  11. 
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Ames'  board,  1988:  Seated  are  Peter  Hollis  (I.)  and  Herbert  Gilman; 
John  GeLsse  and  James  HartJion  are  standing,  second  and  third  from  the  right 
Two  Cassandras,  seven  goats. 


Was  the  Zayre  acquisition  simply  a 
mistake?  If  so,  it  was  one  heck  of  a 
mistake.  It  also  had  many  of  the  ear- 
marks of  a  conflict  of  interest. 

The  Ames  director  who  pushed 
hardest  to  acquire  Zayre  was  James 
Harmon.  Wearing  one  hat,  Harmon, 
54,  was  and  still  is  Ames'  chairman. 

Under  a  second  hat,  Harmon  is  head 
of  investment  banking  firm  Werth- 
eim  Schroder  &  Co.,  a  partnership 
between  the  former  Wertheim  &.  Co. 
and  British  investment  bank 
Schroders  Pic.  Not  only  did  Wertheim 
Schroder  initiate  the  Ames-Zayre 
deal,  it  represented  both  the  buyer 
(Ames)  and  the  seller  (Zayre  Corp.). 

In  an  age  when  the  most  innocent 
potential  conflicts  of  interest  tend  to 
be  avoided  at  all  costs,  this  was  an 
unusual  position  for  Harmon  and 
Wertheim  Schroder  to  put  themselves 
in.  But  a  profitable  one.  Forbes  has 
learned  that,  for  its  efforts,  the  Wall 
Street  firm  pocketed  some  $9.5  mil- 
lion in  fees  from  Ames,  plus  an  esti- 
mated $5  million  from  Zayre.  A  nice 
piece  of  change.  In  the  previous  de- 
cade or  so,  the  highest  fee  disclosed  by 
Wertheim  was  $9  million,  according 
to  iDD  Information  Services,  which 
tracks  takeover  transactions. 

Joining  Harmon  in  pushing  the 
merger  was  Peter  Hollis.  Hollis,  47, 
had  been  Ames'  chief  executive  since 
1986;  he  also  knew  Zayre  from  the 
inside,  having  been  a  Zayre  executive 
from  1969  to  1982.  Hollis  beheved 
Zayre  had  been  mismanaged,  and  he 
vowed  that  he  could  turn  it  around. 
Both  Harmon  and  Hollis  declined  to 
be  interviewed  for  this  story. 

Ames  was  in  relatively  sound  finan- 
cial shape.  Zayre  Corp.  was  in  trouble. 
For  the  nine  months  ended  Oct.  28, 
1988  Ames  earned  $2^  million  on  rev- 
enues of  $1.5  billion.  For  the  same 
period  Zayre  Stores  had  an  aftertax 
loss  of  $100  million  on  sales  of  $2.2 
billion.  In  making  the  purchase  of  the 
Zayre  stores,  Harmon  and  Hollis  ap- 
parently believed  that  a  sick  branch 
grafted  to  a  healthy  tree  might  be  re- 
stored to  health,  and  the  whole  tree 
would  continue  to  grow.  Also  impor- 
tant, Wertheim  would  have  two 
healthy  clients  instead  of  one  healthy 
client  and  one  sick.  In  this  case,  the 
diseased  branch  killed  the  tree. 

In  convincing  Ames'  board  to  agree 
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A/nes  departineiit  store,  tanmngton.  Conn. 
Dragged,  down  by  Zayre. 


to  acquire  Zayre,  Harmon  faced  some 
tough  opposition.  Arguing  against  the 
deal  were  Ames  cofounder  Herbert 
Gilman  and  director  John  Geisse, 
founder  and  chief  executive  of  the 
Wholesale  Club,  an  Indianapolis- 
based  chain  of  membership  wholesale 
warehouses.  The  two  had  by  far  the 
most  retailing  experience  on  the 
board.  Geisse  had  turned  around  a 
troubled  company  and  knew  what  a 
long,  expensive  and  exhausting  effort 
it  could  be;  he  did  not  believe  Hollis' 
sunny  forecasts.  Gilman  was  even 
more  adamant  in  his  opposition  to 
buying  Zayre.  "I  felt  that  this  was 
gomg  to  jeopardize  the  company," 
Gilman  now  says.  "When  my  broth- 
ers ran  it  and  I  ran  it,  we  were  very 
conservative  fmancially.  We  always 
made  sure  we  had  very  long  term  or 
equity  financing  for  the  most  part  for 
every  acquisition  that  we  did." 


Gilman  says  the  Zayre  acquisition 
broke  every  one  of  the  old  rules.  "Lo 
and  behold,  they  bought  a  group  of 
stores  that  was  losing  $125  million  a 
year,  plus  they  were  going  to  have  to 
pay  to  service  debt  of  $800  million.  So 
they  needed  about  a  $225  million 
[earnings]  turnaround  just  to  break 
even.  I  knew  Ames  could  not  do  it." 

Of  Ames'  nine-man  board,  four  di- 
rectors solidly  favored  the  acquisi- 
tion: Harmon  and  Hollis,  plus  two 
directors  from  the  Boston  area,  Nor- 
man Asher  and  Melvin  Rosenblatt. 
Opposed  were  only  two:  Gilman  and 
Geisse.  Ames'  other  three  directors 
acquiesced  to  the  deal,  and  the  die 
was  cast.  Outvoted,  Gilman  quit 
Ames'  board  immediately  and  Geisse 
stopped  attending  meetings,  later  re- 
fusing to  stand  for  reelection. 

John  Geissf;  i,ays,  and  Gilman  con- 
firms, that  he  specifically  brou>;ht  up 


Harmon's  apparent  conflict  of  inter- 
est at  a  board  meeting.  But  the  issue, 
the  two  men  say,  was  brushed  aside. 
"I  don't  think  they  really  wanted  to 
talk  about  it,"  Geisse  says.  "It  was  a 
difficult  meeting." 

But  a  prudent  person,  faced  with 
such  a  charge  by  a  member  of  the 
board,  should  have  withdrawn 
promptly  from  the  deliberations. 
^  Moreover,  Harmon  should  have  made 
sure  that  all  ties  and  fees  to  Wertheim 
were  amply  disclosed  to  stockholders 
and  the  public. 

It's  not  that  James  Harmon  made 
any  secret  of  his  affiliation  with 
Wertheim  Schroder  in  Ames  docu- 
ments. But  there  is  no  mention  of  the 
dual  Wertheim  role  in  the  Ames- 
Zayre  deal  either  in  Ames'  aimual  re- 
port or  in  the  press  release  announc- 
ing the  Zayre  purchase.  A  few  news- 
papers caught  on  to  it,  but  the  only 
public  disclosure  by  the  company  was 
in  an  8-K  form  filed  with  the  Securi- 
ties &  Exchange  Commission  that 
said:  "Wertheim  has  provided  invest- 
ment banking  services  to  both  Ames 
and  Zayre  with  respect  to  this  trans- 
action." The  8-K  is  a  document  few 
investors  ever  see.  Nor  does  the  8-K, 
the  proxy  or  any  other  public  docu- 
ment mention  the  fees  received. 

Ames  spokesman  Harris  Diamond 
says  it  isn't  improper  or  unheard  of  for 
an  investment  banking  firm  to  advise 
both  the  buyer  and  the  seller  in  a  deal. 
Moreover,  Diamond  says,  Zayre  was 
also  advised  by  Drexel  Bumham  Lam- 
bert, and  the  Ames  board  had  another 
firm  advising  it.  Citing  a  nondisclo- 
sure provision.  Diamond  declines  to 
name  Ames'  other  adviser. 

However,  a  good  case  can  be  made 
that  corporate  officers  and  directors 
should  obey  the  spirit  as  well  as  the 
letter  of  the  securities  laws.  Especial- 
ly so  in  a  transaction  where  the  only 
people  who  seem  to  have  come  out 
ahead  were  the  investment  bankers  at 
Wertheim  Schroder.  Hollis  stepped 
down  as  Ames'  chief  executive  late 
last  month;  cofounder  Herbert  Gil- 
man has  seen  his  creation  destroyed. 

Yet  John  Geisse,  who  voted  against 
the  Zayre  purchase,  is  charitable  in 
his  assessment  of  the  directors  who 
outvoted  his  disapproval  of  the  merg- 
er. "These  are  not  evildoers,"  he  says. 
"They  arc  people  that  really  didn't 
understand  the  retailing  business  and 
tried  to  make  decisions  that  a  mer- 
chant could  tell  them  were  destined 
to  fail."  Or  as  Napoleon's  police  chief, 
Joseph  Fouche,  once  said  of  a  judicial 
murder  committed  by  his  master:  "It 
is  worse  than  a  crime;  it  is  a  blunder." 
In  this  case,  a  blunder  compounded  by 
an  apparent  conflict  of  interest.   ■ 
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^^Used  to  be  that  an  American 
car  in  Switzerland  was  some-  , 
thing  of  a  rarity. 

Not  anymore.  GM  sells  a  lot 
of  cars  over  here  these  days- 
good  cars  at  good  value. 
Which  is  nice  for  me-Im  the 
ocal  dealer" 


ms^ 


Fact:  GM  e)q)orts  more  cars 
around  the  world  from 
North  America  than  any  other 
car  manufacturer 


Chevrolet  Beretta 


MARK  OF  EXCELLENCE 

Chevrolet,  Pontiac,  Oldsmobile,  Buick,  Cadillac,  CMC  Thick 
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Most  of  the  time  we  work  on  challenging  problems^ 


We're  at  home  on  the  high  seas. 
For  more  than  40  years,  Raytheon 
has  been  supplying  the  Navy  and 
commercial  vessels  with  the 
latest  in  electronic  equipment. 

During  that  time,  we've 
solved  many  complex  problems 
for  big  ships. 

But  there's  another  side  to  our 
marine  electronic  business. 

Raytheon  makes  a  complete 
line  of  integrated  electronic 
equipment  for  sport  fishermen. 

Fish  Finders.  Radar.  Loran. 
Global  Positioning  Svstems. 


Track  Plotters. 

Sportfishing  is  a  tough  and 
competitive  sport,  it's  a  race 
against  time  and  a  race  against 
other  fishermen. 

Our  electronic  equipment  helps 
fishermen  get  to  the  fish  faster 
and  find  them  easier. 

A  fully  equipped  sportfishing  boat 
represents  a  serious  investment. 

Naturally,  the  sport  fisherman 
takes  his  fishing  seriously. 

So  do  we. 

Raytheon  Company,  141  Spring 
Street,  Lexington,  MA  02173. 
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Raytheon 


Where  quality  starts  with  fundamentals 


Ingersoll-Rand  got  the  U.S.  to  put  heavy 
duties  on  ball  bearings  from  Sweden,  Ja- 
pan and  Italy.  Then,  bearings  from  Po- 
land, Mexico  and  Hong  Kong  poured  in. 
Hong  Kong  doesnt  even  make  bearings. 

Cat  and  mouse 
game 


By  Seth  Labove 


CLOSE  THE  DOOR,  they  come  in 
the  window;  close  the  win- 
dow, they  come  down  the 
chimney.  That's  what  seems  to  hap- 
pen when  Washington  tries  to  hmit 
foreign  goods  it  thinks  are  sold  here  at 
unfairly  cheap  prices. 

Ingersoll-Rand  Corp.,  the  U.S.'  larg- 
est bearing  producer,  was  elated  last 
year  when  it  managed  to  convince  the 
U.S.  International  Trade  Commission 
that  Japan,  West  Germany  and  seven 
other  nations  were  selling  ball  bear- 
ings in  the  U.S.  for  as  little  as  a  third 
of  what  they  sold  for  in  their  home 
markets.  Ingersoll  claimed  this  price- 
slashing  cost  U.S.  domestic  manufac- 
turers $700  million  a  year  in  lost 
sales.  The  itc  agreed  and  slapped  the 
offenders  with  duties  as  high  as  213% 
on  bearings  imported  into  the  U.S. 

But  cut-rate  foreign  bearings  are 
still  flooding  in.  Bearingmakers  from 
the  nine  offenders  simply  reduced 
shipments  to  the  U.S.  from  their 
home  plants  and  increased  shipments 
from  their  plants  in  countries  like 
Spain,  Turkey  and  South  Korea. 
These  last  were  among  the  countries 
that  the  International  Trade  Commis- 
sion didn't  include  in  its  1989  edict. 

Case  in  point:  Ingersoll  contends 
Sweden's  skf  Group  is  shipping  bear- 
ings to  the  U.S.,  not  from  its  home 
base  but  from  its  plants  in  countries 
like  Austria,  Spain  and  Argentina, 
none  of  which  has  to  pay  duties  to  the 
U.S.  Ingersoll  seems  to  have  a  good 
case.  While  the  dollar  value  of  import- 
ed Swedish  bearings  dropped  19%  last 
year,  shipments  from  Austria  were  up 
147%,  from  Spain  up  553%  and  from 
Argentina  452%.  An  skf  lawyer  de- 
nies that  the  company  is  circumvent- 
ing U.S.  dumping  restrictions. 

Whatever  the  case,  bearing  imports 
from  upstart  countries  are  rising  and 
Ingersoll's    Torrington    Co.    bearing 


unit  is  suffering.  Frets  David  Gridley, 
Torrington 's  marketing  manager, 
"We're  seeing  a  softening  of  our  order 
books  and  prices,  and  feel  it's  acceler- 
ating." He  has  reason  to  worry:  The 
last  time  this  kind  of  order  erosion 
began,  the  bearing  operation  slashed 
prices  so  much  to  meet  the  foreign 
competition,  it  ran  into  hefty  losses. 
Even  when  Ingersoll  first  bought 
the  Torrington  operation  in  1969,  top 
executives  knew  the  U.S.  bearing  in- 
dustry was  cutthroat.  But  in  the  mid- 
1980s  they  couldn't  see  how  foreign- 
ers could  keep  lowering  their  prices  at 
a  time  when  a  declining  U.S.  dollar 
should  have  forced  them  to  raise 
prices.  In  1987  Torrington  lost  out  on 


a  $50  million  contract  to  Japan's  Koyo 
Seiko  Corp.,  whose  price  was  60% 
less  than  that  offered  by  Torrington. 
"That  pushed  us  over  the  edge,"  Grid- 
ley  grimaces. 

Ingersoll's  victory  wasn't  the  first 
for  a  U.S.  bearingmaker.  Timken  Co. 
of  Canton,  Ohio  had  two  years  earlier 
convinced  the  U.S.  government  to  put 
duties  on  foreign  rivals  for  its  tapered 
roller  bearings.  But  Ingersoll  got 
Washington  to  take  action  on  a  much 
broader  array  of  bearings. 

It  didn't  help  much.  Not  only  are 
foreign  outfits  now  shipping  cheap 
bearings  from  countries  exempt  from 
U.S.  duties,  the  foreigners  are  also, 
Ingersoll  claims,  ducking  the  duties 
by  transshipping  through  a  third 
country  and  thence  to  the  U.S.  Hong 
Kong,  for  example,  which  doesn't 
even  have  a  beaiing  factory,  boosted 
its  bearing  exports  to  the  U.S.  255%, 
to  $2  million,  last  year. 

Rejoins  a  lawyer  for  fag  GmbH  of 
West  Germany,  one  of  the  accused 
companies:  "Ingersoll  is  mixing  ap- 
ples and  oranges  to  get  the  govern- 
ment to  put  the  onus  on  these  coun- 
tries just  because  they  happen  to  be 
selling  to  the  U.S.  products  not  cov- 
ered by  the  duties." 

But  Ingersoll  is  undeterred.  "It's  a 
cat  and  mouse  game,"  says  Howard 
Vine,  one  of  the  company's  Washing- 
ton lobbyists.  "The  truth  is  that  a 
dumping  case  never  ends."   ■ 


Slipping  in  the  back  door? 


In  the  face  of  steep  duties  ordered  by  Washington,  U.S.  imports  of  ball 
bearings  from  some  countries  have  fallen.  But  other  countries  are  picking 
up  the  slack.  A  coincidence  or  foul  play? 


14 


12 


1988  to  1989  change  in  U.S.  ball  bearing  imports  (Smillions) 

10  8  ft  4  $2  0  $2 
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Gordie  Howe.  Cardrnember  since  1965. 
Wayne  Gretzky  Cardrnember  since  1984. 


Membership 
Has  Its  Privileges'. 


Don't  leave  home  without  it! 

Call  1-800-THE  CARD  to  apply. 


Raymond  Chow  avoids  Hollywood  but  beats  the  film  capital  at  its 
own  game.  The  big  US.  studios  rejected  Ninja  Turtles — and 
Chotvs  hauling  in  the  money. 


Turtle  power 


Bob  Davis/Stock  House 


By  Lisa  Gobemick 


Golden  Harvest's  Raymond  Chow 

"It  is  oitr  duty  to  please  the  man  in  the  street. 


Fl  ORGET  Steven  Spielberg, 
Guber-Peters  and  Simpson  and 
Bruckheimer.  The  hottest  hand 
in  Hollywood  these  days  belongs  to  a 
63 -year-old  championship  bridge 
player  named  Raymond  Chow.  But 
Chow  is  no  Hollywoodite:  He  lives 
and  works  in  Hong  Kong.  He  doesn't 
need  the  Americans  to  tell  him  how 
to  produce  moneymaking  films. 

Chow's  Hong  Kong-based  Golden 
Harvest  International  Co.  Ltd.,  a 
patchwork  conglomerate  of  30-odd 
companies,  will  likely  make  at  least 
$100  million  from  the  1990  season's 
hottest  film:  Teenage  Mutant  Ninja 
Turtles  The  film,  based  on  a  comic 
book  about  crusading  radioactive  am- 
phibians trained  m  the  martial  arts, 
cost  just  $13  million  to  make,  and  has 
grossed  nearly  ten  times  that  since  it 
was  released  in  April.  Chow's  compa- 
ny, the  film's  producer,  will  be  receiv- 
mg  the  lion's  share  of  that  money. 

Chow,  a  soft-spoken  and  modest 
mogul,  doesn't  like  to  talk  about  how 
much  his  companies  make.  But  it's 
clear  from  box  office  grosses  and  dis- 
tribution fees  that  Golden  Harvest 
makes  at  least  $250  million  in  reve- 
nues from  his  Southeast  Asian  movie- 
makiii.'  and  other  entertainment 
holdings.  Clearly,  Chow  knows  his 
market.  "Everyone  wants  to  do  some- 
thing wonderful  that  will  be  praised 
by  the  critics,"  he  says,  "but  first  and 
foremost  it  is  our  duty  to  please  the 
man  in  the  street." 

And  the  man — and  his  kids — in  the 
street  arc  applauding  wildly.  The 
film's  success  and  its  relatively  mod- 
est budget  lend  support  to  those  who 
say  Hollywood  has  gotten  so  bloated 
with  big  money  and  bigger  egos  that  it 
is  losing  its  magic  touch.  Indeed,  vir- 
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Profile  in  quality  #17:        j 
Precision.  \  .  / 

YouVc  locking  at  the     ' 
most  automated  suspension       >^^  ^^,  ^ 
and  drive  train  assembly  system] 
in  l\ortli  America.  Ford  Motor  ^..^  " 
Company  helped  desif>n  and         .  ^ 
develop  this  new  technology      .^V- 
which  now  allows  the  engine     *  \^^ .'  ^ 
and  body  to  come  together  in  J" 

controlled  aliu:nment.  Continuous, 
improvement  in  assembling      ^] 
today's  vehicles  is  vital  in 
today's  competitive  car  t 

market.  If  your  goal  is  to  build  f 
the  highest  quality  cars  and       ^• 
trucks  in  the  world — you  don't^ 
do  it  any  other  Way.  mit^'n^ 


^^^\i  \ 


M^^:l 
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Ford,  Mercury,  Lincoln,  Ford  Trucks. 
Our  goal  is  to  build  the  highest  qujsUity  cars 
and  trucks  in  the  worlds  /^^5^^-5~Tn 


Hurklf  up— together  we  can  save  lives. 


FORD  MOTOR  COMPANY 


tually  every  major  U.S.  movie  studio 
turned  dov^n  the  opportunity  to  dis- 
tribute the  film. 

The  Turtles  movie  started  out  as  a 
concept  pitched  to  Thomas  Gray, 
Chow's  Los  Angeles-based  production 
chief.  Gray  had  the  good  sense  to 
bring  it  to  Chow's  attention,  and  he 
grabbed  it.  Chow  recognized  that  the 
property  had  many  of  the  virtues  of 
the  Bruce  Lee  kung  fu  movies  that* 
made  him  immensely  rich  over  the 
last  20  years:  It  had  lots  of  action,  it 
could  be  produced  cheaply,  it  had  in- 
ternational potential  and,  if  it  caught 
on  as  expected,  it  would  be  fairly  easy 
to  concoct  sequels.  Chow  wrote  a 
$150,000  check  to  purchase  the  film 
rights. 

Chow  was  gambling — the  Turtles' 
popular  syndicated  Saturday  morning 
TV  series  was  then  on  its  way  to  be- 
coming a  kiddie  cult  hit,  but  the  rat- 
ings numbers  weren't  in  yet.  Chow 
was  convinced  the  Turtles  would 
work.  So  much  so  that  he  spent  $10 
million  to  have  a  team  headed  by  Jim 
Henson,  creator  of  Kermit  and  Miss 
Piggy,  design  and  make  the  lifelike 
figures  to  which  Turtles'  success 
owes  so  much.  The  film,  with  human 
beings  inside  Henson's  figures,  was 
made  in  North  Carolina.  With  the 
project  well  under  way,  he  tried  to 
interest  the  big  studios  in  distributing 
the  film.  No  takers.  What  did  a  Chi- 
nese whose  business  was  across  the 
Pacific  know  about  U.S.  and  intema- 
tional  movie  tastes?  Chow  turned  to  a 
smallish  independent.  New  Line  Cin- 
ema, to  distribute  the  film  (Forbes, 
Feb.  6,  1989). 

While  Turtles  is  Chow's  big- 
gest U.S.  success,  it  is  by  no 
means  his  first — all  the  more 
curious  that  Hollywood's  ego- 
maniacs snubbed  the  Turtles 
project  when  he  was  trying  to 
sell  it.  Chow  has  a  canny 
knack  for  picking  up  film 
properties  just  before  they  hit 
big.  His  discoveries,  besides 
the  late  Bruce  Lee,  include 
Jackie  Chan,  another  karate- 
chopper  with  similar  appeal, 
currently  Asia's  top  box  office 
attraction. 

Raymond  Chow  was  bom  in 
Hong  Kong  and  started  in  the 
movie  business  in  1959  as  a 
publicity  man  for  Sir  Run  Run 
Shaw,  then  head  of  Hong 
Kong's  second-largest  film  stu- 
dio. One  month  into  the  press 
agent  job,  Chow  went  to  Shaw 
and  told  him  that  his  motley 
collection  of  film  romances 
was  appallir  g,  and  that  there 
wasn't  much  he  could  do  to 


sell  them.  "Go  make  better  movies," 
Shaw  responded,  and  before  the  end  of 
.  his  first  year  Chow  was  in  charge  of 
the  company's  film  production. 

Under  Chow,  the  company  moved 
into  crowd-pleasing  martial  arts 
films,  and  by  the  mid-1960s  Shaw  and 
Chow  were  the  top  force  in  filmmak- 
ing in  Southeast  Asia.  But  by  1970 
they  had  split  up.  Shaw  thought,  as 
many  American  film  producers  had 
earlier,  that  tv  would  kill  moviego- 
ing.  Chow  thought  not,  and  he  was 
right.  The  next  year  he  hit  it  big. 

Chow  had  been  watching  a  tv  talk 
show  and  saw  a  young  actor  doing  a 
martial  arts  demonstration.  The  ac- 
tor, bom  in  the  U.S.  and  raised  in 
Hong  Kong,  was  Bruce  Lee.  Chow  was 
so  taken  with  him  that  he  signed  Lee 
to  a  three-pictxire  deal.  Each  film  broke 
all  Hong  Kong  box  office  records. 

The  next  film.  Enter  the  Dragon,  re- 
leased in  1973  by  Golden  Harvest  and 
Warner  Bros.,  was  the  first  coproduc- 
tion  between  a  major  U.S.  studio  and 
a  Hong  Kong  film  company.  The  film 
cost  $500,000  to  make  and  generated 
over  $40  million  at  the  box  office. 

Lee  died  of  a  brain  edema  just 
weeks  before  Dragon  was  released. 
Still,  his  legacy  provided  Chow  with 
the  fiscal  foundation  to  build  Golden 
Harvest  into  a  movie  power. 

By  the  mid-1970s  production  had 
doubled,  to  14  pictures  a  year,  and 
Chow  had  begun  to  integrate  the  com- 
pany. On  one  side,  he  started  leasing 
theaters  so  that  he  wouldn't  be  depen- 
dent on  others  tashow  his  films — and 
wouldn't  have  to  share  revenues  with 
distributors.   On  the  other  side,   he 
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Teenage  Mutant  Nhija  Turtles 
Every  mnior  mtudio  turned 
them  down. 
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We  Guarantee 
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Estate  Tax 


* 


Cost  up  to  90% 


►  Pay  your  taxes  at  10  to  30  cents  on  the  dollar. 

►  Reduce  your  55%  estate  tax  bracket  to  10%  or  less. 

►  Increase  your  $600,000  estate  tax  exemption  many  fold. 

►  Achieve  guaranteed  risk-free  return  many  times  original  outlay. 

►  Create  and  preserve  wealth  for  children  and  grandchildren. 

►  Increase  charitable  gifts  5  to  10  times  with  no  additional  outlay. 

►  Incrccise  your  $10,000  annual  tax-free  gifts  to  $1,000,000. 

^Effective  reduction  subject  to  current  assumptions  and  other  requirements.  If  you 
have  a  net  worth  of  over  $3  million  dollars,  call  for  detailed  irformation  and  our 
video  tape—  "Wealth  Creation  and  Preservation'.' 


Barry  Kaye  Associates 

WEALTH  CREATION  CENTERS 


SM 


Inside  California:  (213)  203-5433  (800)  982-5433 

Outside  California:  (800)  662-5433      FAX:  (213)  282-0775 

1840  Century  Park  East,  Los  Angeles,  California  90067 
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The  future  of  solar  energy  just  got  25%  brighter. 


'««i» 


Nearly  everyone  agrees  solar 
energy  is  a  good  idea.  It's  just  an 
expensive  one. 

So  in  developing  our  latest  solar 
cell  for  satellites,  Boeing  scientists 
were  pleased  to  find  it  may  produce 
power  cheaply  enough  to  light  your 


home  here  on  Earth. 

We  did  it  with  a  new  design  that 
collects  not  just  the  sunlight  you 
can  see,  but  also  the  infrared  light 
you  can't. 

The  result:  25  percent  better 
efficiency  than  the  best  previous 


cell,  and  about  twice  that  of  most 
commercial  cells  you  can  buy 

That's  roughly  ecjual  to  the  total 
progress  in  .solar  electric  cells  owi 
the  p'dsi five  years.  f 

Commercial  use  of  the  new  cell 
is  a  few  years  away  And  tliere  are  no 


I 
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jarantees,  of  course. 

Still,  it's  good  to  know  that  the 
)ng-held  dream  of  cheap  energy 
om  the  sun  is  now  a  good  deal 
oser  to  reality.* 

Which  makes  the  future  a  little 
Tighter  for  us  all. 


took  control  of  production  costs,  pur- 
chasing studio  facilities  on  the  out- 
skirts of  Hong  Kong.  It  is  there,  nes- 
tled in  the  verdant  hills  outside  Kow- 
loon,  that  Golden  Harvest  keeps  its 
headquarters,  a  modest  three-story 
structure  w^hose  entrance  is  marked 
by  a  flov^er-bedecked  Buddhist  shrine. 
In  1978  Chow  found  a  vs^orthy  suc- 
cessor to  Bruce  Lee:  a  young,  onetime 
stuntman  named  Jackie  Chan,  anoth- 
er martial  arts  maestro.  Chan's  first 
feature,  Dragon  Lord,  cost  less  than 
$500,000  to  make  and  ultimately 
grossed  more  than  eight  times  that. 


Chan  is  now  a  bigger  draw  in  the 
Asian  market  than  Sylvester  Stallone. 
What's  next?  Chow  is  building  Sin- 
gapore's first  multiplex.  He  is  also 
working  on  plans  to  take  his  opera- 
tion public  on  the  Taiwan  stock  ex- 
change, his  first-ever  stock  offering. 
Why?  Word  is  the  government  is  press- 
ing him  to  do  so.  But  one  thing  he  has 
no  intention  of  doing:  moving  his 
headquarters  to  Hollywood.  He  says- 
he  would  gain  nothing  by  such  a  move. 
But  friends  say  that,  although  Chow  is 
friendly  with  Paramount 's  Frank  Man- 
cuso  and  mca's  Lew  Wasserman,  two 


of  the  classier  acts  in  Hollywood,  by 
and  large  he  dislikes  the  place  as  being 
pretentious  and  vulgar. 

An  expert  bridge  player.  Chow  says 
he  owes  much  of  his  business  success 
to  lessons  learned  at  the  card  table. 
"Duplicate  bridge  is  a  lot  like  life,"  he 
says.  "When  you  are  fortunate,  you 
try  to  take  advantage.  And  when  you 
get  a  bad  hand — as  sometimes  you 
must — you  just  try  to  watch  yourself, 
minimize  your  losses,  so  that  you 
don't  get  killed." 

Are  Chow's  Hollywood  competi- 
tors listening?  ■ 


Whatever  happened  to  the  turnaround  at 
Sears,  Roebuck?  Ifs  behind  schedule,  but 
that  doesnt  mean  that  this  years  rotten 
first  quarter  is  a  harbinger  of  more  bad 
news.  Look  for  improvement  by  year  s  end. 

It's  not  over 
until  it's  over 


By  Steve  Weiner 


Oregon'  Ga\-m<>nt 


Sears  Chairman  and  Chief  Executive  Edward  Brennan 
"Wb  didn't  deliver  what  we  said  we  would." 


AYBE  we  underestimated  the 
magnitude  of  change  that 
was  necessary,  and  maybe 
we  overestimated  how  we  would 
manage  our  way  through  this  period," 
admits  Edward  Brennan,  chairman 
and  chief  executive  officer  of  giant 
Sears,  Roebuck  &  Co.  "We  didn't  de- 
liver what  we  said  we  would." 

It's  a  frank  admission  and  a  true 
one.  Sears  (1989  revenues,  $53.8  bil- 
lion) has  been  a  disappointment  for 
investors  who  have  watched  its  stock 
sink  dismally  in  the  face  of  unkept 
promise  of  a  turnaround.  In  a  strong 
market  for  blue-chip  stocks.  Sears  has 
been  a  poor  performer,  down  to  36 
from  48  a  year  ago.  Sears'  earnings 
dropped  11%  in  1988,  when  the  com- 
pany took  a  $751  million  writeoff  in 
Its  huge  retailing  and  catalog  busi- 
ness. Profits  rose  only  slightly  last 
year,  to  $1.5  billion,  or  $4.30  a  share, 
with  hurricanes  and  earthquakes 
causing  record  catastrophe  losses  at 
its  Allstate  Insurance  unit. 

These  declines  could  be  attributed 
to  special  circumstances,  but  this 
year's  first  quarter  was  a  disaster. 
Profits  plunged  59%  from  the  year 
before,  to  a  sad  31  cents  a  share.  In 
domestic  retailing,  annually  about 
46%  of  Sears'  revenue,  earnings  sank 
into  the  red  to  the  tune  of  $134  mil- 
lion; return  on  equity  has  sagged  this 
year  to  near  10%,  about  five  points 
below  the  corporate  goal  and  four 
points  below  the  average  for  the  de- 
partment store  industry  last  year. 

Sears'  old  mcrchandismg  ap- 
proach— a  vast,  middle-of-the-road  ar- 
ray of  midpriccd  goods  and  services — 
is  no  longer  competitive.  Discounters 
can  sell  most  things  cheaper  and  mall 
competitors  offer  trcndicr  goods  in 
brighter  surroundings. 

That's  why  Scars  is  striving  to 
move  with  the  times.  "Is  this  Scars?" 
a  customer  wonders  as  she  wanders 
into  Home  Life,  Scars'  name  for  its 
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swank  new  furniture  department  at 
the  Brookfield  Square  store  outside 
Milwaukee.  By  its  own  admission, 
Sears  used  to  sell  an  uninspired  jum- 
ble of  sofas,  bedroom  sets,  chairs  and 
tables.  Home  Life  sports  a  green-mar- 
bled entryway  flanked  by  fashionable 
black  columns,  track  lighting  and  an 
array  of  high-quality  contemporary 
furniture  that  is  triple  the  size  of  the 
old  inventory. 

Too  httle,  too  late?  That  remains  to 
be  seen.  "We've  gone  through  a  year 
of  tumultuous  change  in  every  aspect 
of  our  business,"  says  Michael  Bozic, 
chairman  and  chief  executive  officer 
of  Sears'  $31.6  billion  (1989  revenue) 
merchandise  group,  of  the  turmoil 
that  has  reduced  gross  margins  by  1.5 
percentage  points.  "Everyone  has  new 
assignments,  and  there  is  not  ade- 
quate vmderstanding  of  all  our  new 


Typical  of  the  overhauls 
the  women's  store  hired  a 
cadre  of  department  store 
buyers^  created  the 
position  of  wom.en*s 
fashion  director  and,  in 
som.e  lines,  dum.ped  up  to 
80%  of  its  old  suppliers  as 
it  m.oved  the  m.erchandise 
m.ix  toward  better  fabrics, 
current  loohs  and  higher 
prices. 


roles  and  controls.  In  that  kind  of  situ- 
ation some  things  are  going  to  slip, 
h's  a  wonder  we've  been  able  to  do  as 
well  as  we  did." 

That's  water  over  the  dam.  The 
question  now  is:  When  will  Sears'  re- 
tailing turn  around  and  by  how  much? 
It  seems  likely  that  Sears  will  need 
another  two  years  yet  to  transform 
itself  from  the  old  Sears  to  the  new. 
That's  not  the  fairly  quick  turnaround 
Chairman  Brennan  hoped  for  two 
years  ago,  but  it  compares  well  with 
the  nearly  ten  years,  counting  plan- 
ning, it  took  J.C.  Penney  to  convert  its 
stores  from  Sears  clones  into  more 
fashionable  apparel  and  home  fur- 
nishings emporiums. 

In  March  1989  Sears  officially 
switched  over  to  its  "everyday  low 
pricing"  retailing  strategy.  Sears 
mostly  abandoned  its  traditional 
weekly  sales  and  instead  reduced 
prices  on  most  goods  to  levels  slightly 
above  the  old  sale  prices.  This  low- 
ered the  cost  of  a  continuous  promo- 
tional calendar.  Sixty  percent  of  Scars' 
sales  had  been  at  promotional  prices; 
today,  less  than  20%  are. 

Sears  also  began  overhauling  the 
way  it  displayed  and  sold  merchan- 
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The  unfinished 
business  of  the 
Bill  of  Rights,// 

REVEREND  THEODORE  M.  HESBURGH,  CSC. 
PRESIDENT  EMERITUS 
UNIVERSITY  OF  NOTRE  DAME 

"We  tend  to  forget  that  the 
Bill  of  Rights  was  not  a  reality  for 
many  people  before  the  Civil 
Rights  laws  of  the  mid-60 's. 

"A  century  earlier,  President 
Lincoln  signed  the  Emancipation 
Proclamation.  But  slavery  didn't 
really  end  for  another  100  years. 

"The  fact  is  that  the  Bill  of 
Rights  did  not  automatically 
guarantee  life,  liberty,  and  the 
pursuit  of  happiness  for  all 
Americans.  We  have  had  to 
enlarge  our  freedoms,  promote 
human  dignity,  and  eliminate 
injustice  during  all  the  200  years 
of  the  Bill  of  Rights. 

"The  ideal  is  there,  but  the 
reality  has  always  needed  enlarg- 
ing. It  still  does." 


Philip  Morris  Companies  Inc. 

KRAFI  GENERAL  fOODS"  MILLER  BREWING  COMPANY-  PHILIP  MORRIS  USA 


Join  Philip  Morris  Companies  Inc.  in  support  of  the  National  Archives'  celebration  of  the  200th  anniversary  of  the  Bill  of  Rights.  Fora  free  copy  of  this  historic 
document,  call  1-800-552-2222,  or  write  Bill  of  Rights  •  Philip  Morris  Companies  Inc.  •  2020  Pennsylvania  Ave.  N.W.  •  Suite  533  •  Washington  DC.  20006 


There's  never  been  a  car  like  Thimderbird. 
And  there's  never  been  a  Thimderbird  like  this. 


Quality  by  design. 

The  idea  is  simple:  commitment  to  the 
excellence  of  each  vehicle  component  can 
result  in  improved  vehicle  quality  overall. 
An  example:  over  400  of  Thunderbird's 
mechanical,  operational,  and  comfort  fea- 
tures were  compared  to  features  on  cars 
like  Mercedes  190E,  Toyota  Supra  L,  and 
BMW  633CSi.  By  employing  this  kind  of 
detailed  analysis,  Ford  strives  to  make 
each  new  vehicle  superior  to  what  we've 
offered  before.  It's  all  part  of  insuring  that 
Quality  is  Job  1. 

Structural  integrity. 

Thunderbird  was  designed  with 
increased  structural  adhesives  at  joints 
and  two-part  expanding  foam  throughout. 

Buckle  up-together  we  can  save  lives. 


This  not  only  results  in  reduced  noise 
and  vibration  in  the  passenger  compart- 
ment, but  allows  for  a  longer,  wider  wheel 
base  that  gives  the  vehicle  a  more  substan- 
tial feel  over  the  road. 

Ride  and  handling. 

Thunderbird  [(matures  a  four  wheel 
independent  sus|)ension  with  rear  con- 
trol arms  and  a  front  tension  strut 
that  are  "double  isolated!'  All  of  which 
helps  to  insure  less  harshness  in  ride 
and  in  handling. 

"Speed  sensitive"  rack  and  pinion 
steering  also  adds  to  the  Thundc^rbird's 
"feel."  It  adjusts  the  amount  of  powiM' 
assist  from  light  effort  stetiringal  lowtT 
speeds  to  a  finncir  feel  at  taster  speeds. 
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Power. 

Thunderbird's  3.8  liter  V-6  features 
"low  friction"  roller  tappets  and  sequen- 
tial electronic  fuel  injection.  Also,  light- 
weight components  like  magnesium 
rocker  covers  assist  in  providing  a  better 
power-to- weight  ratio. 

Aerodynamics  and  ergonomics. 

This  is  the  most  aerodynamic 
Thunderbird  ever  designed.  Which  trans- 
lates into  less  wind  resistance,  improved 
handling,  and  reduced  interior  noise. 
Ergonomically,  there's  more  head,  shoulder, 
hip,  and  leg  room  than  the  Thunderbird 
of  just  a  couple  of  years  past. 

Fully  equipped. 

Thunderbird  LX  features  air  condition- 


ing, power  windows,  electronic  AM/FM 
stereo  with  cassette  player,  speed  control, 
fuel/distance  computer,  and  full  electronic 
instrumentation.  AH  standard. 

Best-built  American  cars. 

The  best-built  American  cars  are  built 
by  Ford.  This  is  based  on  an  average  of 
consumer-reported  problems  in  a  series  of 
surveys  of  all  Ford  and  competitive  '81-'89 
models  designed  and  built  in  North 
America.  At  Ford,  "Quality  is  Job  1." 


Ford  Thunderbird 


Have  you  driven  a  Ford... lately? 


Oregon' Gaymoni 


Sears  retail  chief  Michael  Bozic  at  a  Home  Life  store 

Transforming  a  tired  old  store  into  a  dozen  separate  businesses. 


disc  throughout  the  chain.  It  began 
carving  up  each  of  its  850  large  stores 
to  reflect  more  than  a  dozen  separate 
specialty  businesses,  each  with  its 
own  profit  and  loss  responsibility. 
These  included  distinctive  retail 
shops  for  men's,  women's  and  chil- 
dren's clothing,  paint  and  hardware, 
home  furnishings,  Brand  Central  ap- 
pliances and  electronic  goods,  and 
automotive  supplies.  The  catalog — 
still  unprofitable  and  in  danger  of  ex- 
tinction— was  made  a  stand-alone 
business,  as  were  the  company's  de- 
livery service,  store  credit  operation 
and  "We'll  take  care  of  it.  Period." 
appliance-repair  fleet. 

Typical  of  the  overhaul,  the  wo- 
men's store  hired  a  cadre  of  depart- 
ment store  buyers,  created  the  posi- 
tion of  women's  fashion  director  and, 
in  some  lines,  dumped  up  to  80%  of 
its  old  suppliers  as  it  moved  the  mer- 
chandise mix  toward  better  fabrics, 
current  looks  and  higher  prices.  Near- 
ly 100%  of  Sears'  dresses  are  now 
name-brand  goods  rather  than  Sears 
labels,  for  instance.  "We  are  reposi- 
tioning ourselves  to  be  a  moderate 
department  store,"  says  Dorrit  Bern,  a 
former  department  store  buyer  who 


now  runs  the  women's  ready-to-wear 
program.  "We  have  moved  up  our 
price  levels  a  minimum  of  33%." 

Where  ihe  new  merchandise  and 
specialty  departments  are  up  and  run- 
ning, they  work  well.  The  Home  Life 
store,  for  example,  has  nearly  doubled 
Sears'  furniture  market  share  in  Madi- 
son since  it  opened  eight  months  ago. 
Menswear  sales  are  up  10%  this  year, 
and  profits  in  men's  and  children's 
clothing  rose  50%  last  year.  Dress 
sales  are  up  80%  in  the  new  women's 
formats,  and  sales  of  junior  fashions 
have  doubled  in  them.  Appliance 
sales  rose  in  the  "mid-to-high  single 
digits"  last  year  compared  with  an 
industry  decline  of  2%. 

So  huge  is  the  Sears  establishment 
that  the  changes  are  only  slowly  mak- 
ing their  way  through  the  system. 
Only  five  of  its  big  stores,  all  in  Mil- 
waukee, have  all  of  the  new  specialty 
formats  in  place.  Brand  Central  will 
be  in  every  store  by  the  end  of  June. 
But  by  the  end  of  1990  most  of  the 
other  new  store  formats  will  be  in- 
stalled in  fewer  than  half  of  Scars'  big 
stores  The  full  job  probably  won't  be 
comp.i  -ed  until  1992. 

LucK'iy  for  Sears,  its  newest  finan- 


cial service  divisions  are  carry- 
ing more  than  their  weight 
these  days.  Together,  the  Dis- 
cover card,  Dean  Witter  Reyn- 
olds— now  the  most  profitable 
of  the  five  largest  retail  broker- 
ages on  The  Street — Allstate  life 
msurance  and  the  stand-alone 
Sears  credit  business  produced 
31%  of  Sears'  profits  in  1985. 
Last  year  they  were  good  for 
41%  of  profit.  Dean  Witter's 
$50  billion  of  assets  under  man- 
agement produced  fees  last  year 
of  $453.3  million.  Discover, 
with  33  million  accounts, 
earned  $80  million  last  year  and 
$35  million  in  1990's  first  quar- 
ter alone. 

In  the  disappointing  first  quar- 
ter of  1990,  financial  services 
generated  enough  profits  to  cov- 
er the  loss  from  the  stores  and 
still  leave  the  company  with 
$106  million  in  net  income. 

Some  of  these  financial  ser- 
vice profits  are  generated  right 
m  the  retail  stores.  Philip  Pur- 
cell,  Dean  Witter's  chairman 
and  chief  executive  officer, 
notes  that  even  if  the  retail  busi- 
ness only  stabilizes,  the  compa- 
ny as  a  whole  will  reach  its  goal 
of  a  15%  return  on  equity. 
That's  partly  because  merchan- 
dising has  now  become  an  effec- 
tive way  to  extend  highly  profit- 

able  consumer  loans.  Counting 

Discover,  68%  of  all  Sears'  sales  are 
done  on  credit,  an  alltime  high.  Sears 
has  lent  its  customers  $26  billion 
through  its  plastic,  double  the  1985 
level.  On  its  $17.3  billion  in  store  card 
receivables,  it  collects  an  average 
17.5%  finance  charge  against  a  9.7% 
average  cost  of  money. 

No  question,  the  constant  disap- 
pointments, the  repeated  predictions 
of  a  turnaround  that  never  seems  to 
come,  have  reduced  the  credibility  of 
Sears'  management  in  both  the  finan- 
cial and  merchandising  communities. 
Certainly  that's  one  big  reason  the 
stock  has  been  trading  recently  at  36, 
about  nine  times  trailing  12-month 
earnings  and  about  $5  below  book. 

Chairman  Brcnnan  says  flatly: 
"You  will  sec  substantial  improve- 
ment as  we  move  through  1990. 
When  things  come  together,  the  le- 
verage is  very  large."  Analysts  predict 
earnings  for  the  full  year  of  about 
$4.60  per  share,  compared  with  $4.30 
last  year;  Brcnnan  won't  make  a  spe- 
cific projection.  Scars  may  never 
again  be  the  king  of  U.S.  retailing  as  it 
once  was,  but  those  who  think  it  is  a 
dinosaur  heading  for  extinction  arc 
going  to  be  disappointed.    ■ 
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A  Quiet  Revolution 


•  •  • 


In  The  VV^y 
Corporations 

Think... 
Before 


In  1980,  Canadair  unveiled  the  revolutionary 
Challenger " ;  the  world's  first,  true  widebody 
corporate  jet 

The  first  large  corporate  aircraft  designed  to 
FAR-25  certification  standards. 
The  first  long  range  jet  engineered  to  challenge 
the  fiiel  economy  of  mid-size  models  on  flights  under 
300  miles. 

The  first  business  jet  built  to  make  flights  over  3,000  miles 
,^.^  tangibly  more  tolerable. 

L^^  1^7^  V^  rX    ^^^  ^^^^  full-size  jet  to  meet  Washington  National's 
,M^J  wL   y    1  i  X^""^     stringent  sound  codes. 

i/  ^^    Today,  the  Challenger  601-3A  has  a  flying  range 

of  up  to  3,600  nm,  with  NBAA  IFR  reserves.  With  its  maximum 
operating  speed  of  Mach  .85,  it  has  proven  itself  a  very  timely,  quiet 

and  comfortable  means  of  achieving  most  any 
mission  requirement  Whether  carrying 
1 8  executives  from  New  York  to  Los  Angeles, 
or  iiying  5  passengers  out  of  challenging  Aspen,  Colorado, 
to  virtually  any  destination  in  the  continental  U.S.,  or 


A 

Corporate  Jet 


_.>i-JW«  _.  I, 
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linking  city  pairs  as  far  ranging  as  Chicago  and 
London,  Honolulu  and  Dallas,  Miami  and  Dakar, 
or  Anchorage  and  Tokyo. 

Small  wonder  diat  die  Challenger    

601-3A  is  fast  becoming  the  first 

choice  of  discerning  corporations 

everywhere.  In  part,  because  no 

other  jet  is  better  designed  to 

fulfil  corporate  needs  in  an 

increasingly  competitive 

business  environment  In  whole, 

because  no  Qther  large  business 

jet  consistendy  yields  a  higher 

return  on  investment 

Nor  can  any  other  corporate  jet 

rival  Challenger's  marked  superiority  in  terms  of 

fuel  efficiency,  systems  design  and  redundancy, 

or  in  the  abundance  of  psychological  and  physical 

space  it  affi)rds  passengers  and  crew  alike. 

As  for  factory  support,  corporate  jet  operators  not 


only  rate  Challenger  service  best  overall.  They  are 
demanding  that  Canadair's  exclusive  Smart  Parts 
program  become  the  new  industry  norm. 
Intrinsically  complete,  financially 


'Owning 
a  Challenger 

Is  Not  A 
Goal  In  Itself... 
Rather, 
It  Is  A  Means  Of 

Achieving 
Myriad  Others.' 


wise  Smart  Parts  enables  you  to 
forecast  your  Challenger's 
operating  budget  with  confidence. 
It  guarantees  fixed  component 
costs  per  flying  hour,  for  a 
full  five  years,  on  virtually  all 
Challenger-installed  airfi-ame 
components  -  including 
consumables.  And  it's  backed 
by  Canadair  field  service,  no 
~     matter  where  in  the  world  your 
Challenger  may  be. 

If  you'd  like  to  know  more,  we'd  be  only  too 
delighted  to  demonstrate  the  revolutionary 
Challenger  601-3A's  marked  superiority.  Both  in 
the  air. . .  and  in  the  boardroom. 

Challenger.  The  Quiet  Revolution. 
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A  Quiet  Revolution 


What  happens  whenyou  let  afox  guard  the 
henhouse?  If  you  don't  already  know  the 
answer,  just  ask  any  shareholder  of  Gulf 
Resources  &  Chemicals. 


Used  and  abused 


.iUSS^-^-' 


Patrick  McDonnell 


By  Junes  R.  RtMiiiaii 


IN  WHAT  HAS  tumed  into  one  of 
the  more  brazen  pieces  of  corpo- 
rate looting  in  recent  years,  Brit- 
ish corporate  raider  and  real  estate 
tycoon  David  J.  Rowland  bought 
33.9%  of  Gulf  Resources  &  Chemi- 
cals Corp.  a  year  ago. 

Rowland  is  only  the  latest  in  a  se- 
ries of  owners  who  have  taken  control 
of  this  Boston-based  natural  resources 
company  in  the  past  decade.  He  was 
preceded  by  the  British  investor  Alan 
Clore,  and  another  British  group,  the 
Barclays,  one  of  England's  big  money, 
big  property  families.  Gulf  once 
ovmed  the  bountiful  Bimker  Hill  sil- 
ver mine  in  Idaho,  plus  a  sumptuous 
stable  of  interests  in  oil,  gas  and 
chemicals,  including  lithium. 

But  each  owner,  in  tum,  has  sold  off 
chunks  of  Gulf.  It  is  left  producing 
maybe  $46  million  a  year  in  revenues 
from  two  small  Peimsylvania  coal 
companies,*  while  still  sitting  on  some 
$100  million  in  cash. 

Through  his  U.K.  property  compa- 
ny, Inoco  Pic,  Rowland  bought  the 
controlling  block  of  stock  from  the 
Barclay  family,  paying  $41  million — 


half  borrowed  from  a  Swiss  bank.  He 
signed  an  elaborate  standstill  pact 
when  he  took  control  of  Gulf  that  was 
supposed  to  keep  him  from  dipping 
too  deeply  into  company  cash.  Row- 
.land  promptly  cut  the  number  of  out- 
side directors  from  four  to  three  and 
more  than  doubled  their  pay.  Now 
Gulf  pays  Chairman  Robert  G.  Boul- 
ton,  a  North  Carolina  business  con- 
sultant, $100,000  a  year.  Whether  out 
of  gratitude  or  some  other  motive 
isn't  clear,  but  since  then  the  board 
has  permitted  Rowland  to  get  around 
the  spirit  of  the  standstill  agreement. 

Rowland  first  tapped  Gulf  to  bail 
his  private  family  trust  out  of  a  $32.5 
million  stake  in  U.K.  clothing  and 
housewares  retailer  Storehouse  Pic. 
(Forbes,  Nov.  27,  1989).  That  was  last 
August,  just  before  Storehouse  shares 
fell  more  than  25%.  Since  then,  the 
stock  has  not  recovered,  and  Gulf  now 
has  a  paper  loss  of  over  $10  million. 
Gulf  also  took  Rowland's  54%  -owned 
Inoco  out  of  a  $16  million  obligation 
to  buy  a  Houston  office  tower  bleed- 
ing about  $500,000  a  year  in  cash. 

At  Rowland's  behest.  Gulf  has 
opened  expensive  satellite  offices  in 
New    York    and    London    subleased 


from  Rowland's  British  company. 
Last  year,  in  nine  months,  Rowland 
personally  ran  up  $259,000  in  ex- 
penses from  Gulf,  working  out  of  his 
home  base  in  Monaco,  where  he 
hangs  out  much  of  the  time  on  his 
100-foot  yacht. 

All  of  this  is  openly  disclosed  in 
Gulf's  Securities  &.  Exchange  Com- 
mission filings.  But  now,  Rowland 
has  also  caught  the  eye  of  securities 
regulators  with  some  odd  maneuver- 
ing in,  of  all  places.  New  Zealand.  In 
January  Rowland  had  Gulf  commit 
$151  million  to  buy  25  office  and 
commercial  properties  in  that  de- 
pressed market.  It  then  swapped  them 
for  62%  of  the  shares  in  a  Kiwi  proper- 
ty firm  called  City  Realties  Ltd. 

That  last  move  aimoyed  Australian 
investor  Ron  Brierley's  Brierley  In- 
vestments Ltd.,  which  ov^med  5%  of 
City  Realties.  Brierley  management 
suspected  that  Rowland  took  $7  mil- 
lion in  improper  fees  and  profits  out  of 
the  deal,  and  they  tried  unsuccessful- 
ly to  block  it.  When  the  deal  closed  in 
March,  Gulf  bought  Brierley's  stake 
in  City  Realties  for  twice  the  market 
price.  Says  Brierley  Secretary  Mark 
Horton:  "Draw  your  own  conclusions 
as  to  why  we  were  bought  out." 

Even  after  all  these  deals.  Gulf  still 
sits  on  $100  million  in  cash.  Until 
recently  Rowland  had  yet  more  ambi- 
tious plans  to  drain  its  cash  by  having 
Gulf  buy  a  bundle  of  New  York  and 
Houston  properties  from  Inoco.  He 
also  planned  to  reincorporate  Gulf  in 
Bermuda,  where  corporate  law  would 
give  him  even  firmer  control.  These 
plans  have  now  hit  a  snag. 

Disgruntled  shareholders,  who 
have  not  seen  a  dividend  on  their 
stock  since  the  early  1980s,  are  look- 
ing to  San  Francisco  money  manager 
Donald  S.  Kennedy  for  rescue.  Irked 
by  Rowland's  deals,  and  still  spying 
some  value  in  the  company,  Kennedy 
upped  his  firm's  Gulf  ownership  from 
10%  to  17%  last  fall,  then  to  21%  in 
December.  Now  he's  told  the  sec  he 
may  (or  may  not)  launch  a  tender  offer 
or  a  proxy  fight.  Says  Keimedy:  "I'm 
not  going  to  allow  the  company  to  be 
[disadvantaged]." 

Rowland  has  responded  by  increas- 
ing Inoco's  stake  to  37%  by  buying 
and  exercising  Gulf  warrants.  Those 
docile  directors,  led  by  Chairman 
Boulton,  okayed  the  warrant  deal  as  a 
way  to  bring  $4.7  million  in  new  cash 
into  the  company.  That  amount  is 
peanuts  to  Gulf,  but  the  additional 
shares  will  certainly  strengthen  Row- 
land's hand. 

Some  shareholders  say  the  board  is 
giving  away  control  without  making 
Rowland  bid  for  the  whole  company 
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In  The  Wky 
Corporati 

Think, 
Before 

A 
Corporate  J 


In  1980,  Canadair  unveiled  die  revolutionary 
Challenger";  die  world's  first,  true  widebody 
corporate  jeL 

The  first  large  corporate  aircraft,  designed  to 
\  O      FAR-25  certification  standards. 
■^-^^      The  first  long  range  jet  engineered  to  challenge 
the  fiiel  economy  of  mid-size  models  on  flights  under 
300  miles. 

The  first  business  jet  built  to  make  flights  over  3,000  miles 
,_-^  tangibly  more  tolerable. 

1-^1  1  "^  T-^  1^  g^    The  first  Rill-size  jet  to  meet  Washington  National 
JL^J  ^M.   y    ^  1  -*-%^    stringent  sound  codes. 

^  ^^    Today,  the  Challenger  601- 3 A  has  a  flying  range 

of  up  to  3,600  nm,  v^th  NBAA  IFR  reserves.  With  its  maximum 
operating  speed  of  Mach  .85,  it  has  proven  itself  a  very  timely,  quiet 

and  comfortable  means  of  achieving  most  any 
^1  mission  requirement  Whether  carrying 

"^  ^*      18  executives  from  New  York  to  Los  Angeles, 
or  Hying  5  passengers  out  of  challenging  Aspen,  Colorado, 
to  virtually  any  destination  in  the  continental  U.S.,  or 


t 


In  The  Wky 
Chief  Executives 
Feel 
V\^e  Flying 

In  A 
Corporate  let 


The  most  accurate  measure  of  a  corporate 
jet's  capabilities  is  how  well  it  enhances  and 
extends  your  personal  performance.  That  is 
the  fundamental  principle  behind 
the  revolutionary  Challenger 
601-3A  widebody  jet 
That  basic  idea  not  only  compelled  the  Canadair  design 
team  to  flaunt  the  convention  of  constructing  a  jet 
•  •  •      around  an  existing  airframe  or  powerplant  It  inspired 

them  to  focus  their  energies  on  designing, 
building  and  refining  every  single  facet  of 
the  Challenger  around  you:  the  passenger. 
Nowhere  are  the  results  more  evident  than  in 
the  quiet,  spacious  comfort  of  a  Challenger  601-3A's  cabin. 
The  quiet  is  discernible;  whether  taxiing,  on  take-off,  or  at 
maximum  cruising  speed. 
The  spaciousness  is  tangible.  You  not 
only  see  it  in  the  widest  corporate  cabin 
in  the  skies  -  over  8  feet  wide  at  center  line.  You  feel 
it,  whether  retrieving  valuables  from  the  walk-in 


|Prinu-<l  in  Canada 

I  ®C'ana<lair  and  Challcnucr  are  rcgiilc red  trademarks  of  liomharilier  Inc. 


baggage  compartment  in  flight,  or  using  the  full- 
size  lavoratory  as  a  convenient  dressing  room. 
The  comfort  is  appreciable.  Whether  conferring 

with  colleagues  at  41,000  feet,  or     

savouring  a  quiet  dinner  from 
the  fully-equipped  galley 
compartment,  you'll  agree  that 
every  detail  has  been  thoughtlVilly 
designed  and  exquisitely  rerned 
to  not  only  make  any  flight  that 
much  more  enjoyable.  But  to 
actually  extend  and  enhance 
yo;  erformance; 

'■  ights  exceeding 


'Challenger's 

Most 

Remarkable 

Performance  Feature... 

Is  How  It 

So  Measurably 

Enhances 

Your  Own.' 


asiuiii... 

shape.  You  als.  -  ai      e,  regardics 
itinerary,  feeling  more  refreshed, 
ready  to  give  your  business  your  bt- 


'  o  at  an 

dly  better 
travel 


Today,  Challenger's  Quiet  Revolution  continues  to 
gather  momentum.  Indeed,  it  is  not  only  the  most 
widely  acclaimed  business  jeL  It  is  also  rapidly 

becoming  the  world's  fastest 

selling,  full-size  jeL 
Quite  simply  because  no  other 
corporate  jet  is  better  designed, 
better  built,  or  better  supported 
to  consistendy  bring  out  the  very 
best  in  you. 

Allow  us  to  give  you  the 
complete  story  behind  the 
revolutionary  Challenger  601 -3  A, 
and  what  it  can  do  for  you  and 
your  corporation.  Please  call: 
Telephone  203-688-7767.  In  Canada:  514-744-1511. 
In  Europe:  (44)  628-529  366.  Or  write: 
Bryan  T.  Moss,  President,  Canadair  Challenger  Inc., 
8  Griflin  Road  North,  jT^^Tl  f^^tt^^r^Snir 
Windsor,  CT  06095.    IaajI    A<.R(niPo»-HOMBARoii-RiNc. 

Challenger.  The  Quid  Revolution. 


What  happens  when  you  let  a  fox  guard  the 
henhouse?  If  you  don't  already  know  the 
answer,  just  ask  any  shareholder  of  Gulf 
Resources  &  Chemicals. 


Used  and  abused 


Pairick  McDonnell 


By  Jtames  R.  Ronnui 


IN  WHAT  HAS  tumcd  into  one  of 
the  more  brazen  pieces  of  corpo- 
rate looting  in  recent  years,  Brit- 
ish corporate  raider  and  real  estate 
tycoon  David  J.  Rowland  bought 
33.9%  of  Gulf  Resources  &  Chemi- 
cals Corp.  a  year  ago. 

Rowland  is  only  the  latest  in  a  se- 
ries of  owners  who  have  taken  control 
of  this  Boston-based  natural  resources 
company  in  the  past  decade.  He  was 
preceded  by  the  British  investor  Alan 
Clore,  and  another  British  group,  the 
Barclays,  one  of  England's  big  money, 
big  property  families.  Gulf  once 
owned  the  bountiful  Bunker  Hill  sil- 
ver mine 'in  Idaho,  plus  a  sumptuous 
stable  of  interests  in  oil,  gas  and 
chemicals,  including  lithium. 

But  each  owner,  in  turn,  has  sold  off 
chvmks  of  Gulf.  It  is  left  producing 
maybe  $46  million  a  year  in  revenues 
from  two  small  Peimsylvania  coal 
companies,.while  still  sitting  on  some 
$100  million  in  cash. 

Through  his  U.K.  property  compa- 
ny, Inoco  Pic,  Rowland  bought  the 
controlling  block  of  stock  from  the 
Barclay  family,  paying  $41  million — 


half  borrowed  from  a  Swiss  bank.  He 
signed  an  elaborate  standstill  pact 
when  he  took  control  of  Gulf  that  was 
supposed  to  keep  him  from  dipping 
too  deeply  into  company  cash.  Row- 
land promptly  cut  the  number  of  out- 
"side  directors  from  four  to  three  and 
more  than  doubled  their  pay.  Now 
Gulf  pays  Chairman  Robert  G.  Boul- 
ton,  a  North  Carolina  business  con- 
sultant, $100,000  a  year.  Whether  out 
of  gratitude  or  some  other  motive 
isn't  clear,  but  since  then  the  board 
has  permitted  Rowland  to  get  around 
the  spirit  of  the  standstill  agreement. 

Rowland  first  tapped  Gulf  to  bail 
his  private  family  trust  out  of  a  $32.5 
million  stake  in  U.K.  clothing  and 
housewares  retailer  Storehouse  Pic. 
(Forbes,  Nov.  27,  1989).  That  was  last 
August,  just  before  Storehouse  shares 
fell  more  than  25%.  Since  then,  the 
stock  has  not  recovered,  and  Gulf  now 
has  a  paper  loss  of  over  $10  million. 
Gulf  also  took  Rowland's  54% -owned 
Inoco  out  of  a  $16  million  obligation 
to  buy  a  Houston  office  tower  bleed- 
ing about  $500,000  a  year  in  cash. 

At  Rowland's  behest,  Gulf  has 
opened  expensive  satellite  offices  in 
New    York    and    London    subleased 


from  Rowland's  British  company. 
Last  year,  in  nine  months,  Rowland 
personally  ran  up  $259,000  in  ex- 
penses from  Gulf,  working  out  of  his 
home  base  in  Monaco,  where  he 
hangs  out  much  of  the  time  on  his 
100-foot  yacht. 

All  of  this  is  openly  disclosed  in 
Gulf's  Securities  &.  Exchange  Com- 
mission filings.  But  now,  Rowland 
has  also  caught  the  eye  of  securities 
regulators  with  some  odd  maneuver- 
ing in,  of  all  places,  New  Zealand.  In 
January  Rowland  had  Gulf  commit 
$151  million  to  buy  25  office  and 
commercial  properties  in  that  de- 
pressed market.  It  then  swapped  them 
for  62%  of  the  shares  in  a  Kiwi  proper- 
ty firm  called  City  Realties  Ltd. 

That  last  move  annoyed  Australian 
investor  Ron  Brierley's  Brierley  In- 
vestments Ltd.,  which  owned  5%  of 
City  Realties.  Brierley  management 
suspected  that  Rowland  took  $7  mil- 
lion in  improper  fees  and  profits  out  of 
the  deal,  and  they  tried  unsuccessful- 
ly to  block  it.  When  the  deal  closed  in 
March,  Gulf  bought  Brierley's  stake 
in  City  Realties  for  twice  the  market 
price.  Says  Brierley  Secretary  Mark 
Horton:  "Draw  your  own  conclusions 
as  to  why  we  were  bought  out." 

Even  after  all  these  deals.  Gulf  still 
sits  on  $100  million  in  cash.  Until 
recently  Rowland  had  yet  more  ambi- 
tious plans  to  drain  its  cash  by  having 
Gulf  buy  a  bundle  of  New  York  and 
Houston  properties  from  Inoco.  He 
also  planned  to  reincorporate  Gulf  in 
Bermuda,  where  corporate  law  would 
give  him  even  firmer  control.  These 
plans  have  now  hit  a  snag. 

Disgruntled  shareholders,  who 
have  not  seen  a  dividend  on  their 
stock  since  the  early  1980s,  are  look- 
ing to  San  Francisco  money  manager 
Donald  S.  Kermedy  for  rescue.  Irked 
by  Rowland's  deals,  and  still  spying 
some  value  in  the  company,  Kennedy 
upped  his  firm's  Gulf  ovsnaership  from 
10%  to  17%  last  fall,  then  to  21%  in 
December.  Now  he's  told  the  sec  he 
may  (or  may  not)  launch  a  tender  offer 
or  a  proxy  fight.  Says  Kennedy:  "I'm 
not  going  to  allow  the  company  to  be 
[disadvantaged]." 

Rowland  has  responded  by  increas- 
ing Inoco's  stake  to  37%  by  buying 
and  exercising  Gulf  warrants.  Those 
docile  directors,  led  by  Chairman 
Boulton,  okayed  the  warrant  deal  as  a 
way  to  bring  $4.7  million  in  new  cash 
into  the  company.  That  amount  is 
peanuts  to  Gulf,  but  the  additional 
shares  will  certainly  strengthen  Row- 
land's hand. 

Some  shareholders  say  the  board  is 
giving  away  control  without  making 
Rowland  bid  for  the  whole  company 
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ii.  J.10,  as  the  standstill  agreement 
required.  (The  stock  recently  traded  at 
about  8.)  What's  more,  the  board  has 
authorized  Gulf  to  buy  in  another 
500,000,  or  5%,  of  its  shares,  boosting 
Rowland's  control  to  39%. 

Kennedy  is  in  a  bind.  Rowland  has  a 
big  lead  in  votes  and  Gulf's  cash  is  fast 
disappearing.  Kermedy  may  be  hoping 


that  Rowland  is  pressed  for  cash  and, 
possibly  facing  margin  calls  on  his 
Gulf  stock  from  his  Swiss  bank,  could 
be  prodded  to  sell  out.  Indeed,  some 
dissidents  suspect  the  company's  re- 
cent share  buyback  is  partly  to  prop 
up  the  share  price  and  stave  off  the 
Swiss  bankers. 
Despite   Rowland's   ravages,    Gulf 


still  has  that  $100  million  in  cash,  or 
SIO  a  share.  Counting  the  Pennsylva- 
nia coal,  various  estimates  of  the 
company's  breakup  value  run  to  as 
high  as  $16  a  share.  That  the  stock 
trades  for  half  that  amount  can  be 
attributed  to  distrust  of  Rowland's 
motives  and  lack  of  confidence  in  the 
board's  willmgness  to  curb  him.    ■ 


Having  survived  the  Texas  real  estate  mas- 
sacre, Centex  isnt  much  worried  about  the 
national  slowdown  in  housing  sales. 

"A  tremendous 
opportunity" 


By  William  P.  Barrett 


I  lurk^  Tluli-tKT 


Laurence  Hirsch,  president  and  chief  executive  of  Centex  Corp. 

Aiming  at  the  more  predictable  market  for Jlrmt-  and  mecond-time  buyers. 


1ARRY  (no  one  calls  him  Laurence) 
_  Hirsch's  Centex  Corp.  is 
I  emerging  from  the  great  Texas 
real  estate  shakeout  not  just  intact 
but  stronger.  For  the  fiscal  year  ended 
Mar.  31,  the  Dallas-based  home  build- 
er and  general  contractor  reported 
$2.1  billion  in  revenues  and  net  in- 
come of  $62  million,  or  $4.02  a  share, 
a  sharp  boost  over  the  previous  year's 
$40  million  and  $2.64  a  share.  The 
just-released  results  topped  anything 
the  company  generated  during  Texas' 
oil-fueled  go-go  era  of  the  late  1970s 
and  early  1980s. 

After  surviving  in  good  shape  a  col- 
lapse that  wiped  out  most  of  his  re- 
gion's big  banks  and  many  of  its  build- 
ers, Hirsch,  Centex'  presi- 
dent and  chief  executive, 
is  feeling  pretty  good. 
What's  all  this  talk  about 
a  national  recession  loom- 
ing? Says  he,  "I  think  a 
national  recession  would 
be  a  tremendous  opportu- 
nity for  Centex." 

Sure,  a  recession  would 
hurt  profits  in  the  short 
term,  he  allows.  But  it 
would  also  drive  down 
both  the  cost  of  land  and 
mtcrcst  rates — the  bread 
of  life  for  home  builders — 
and  would  almost  ccrtam 
ly  weed  out  some  smaller, 
highly  leveraged  competi- 
tors that  have  somehow 
survived  so  far. 

As  for  Centex,  after 
what  It  has  just  been 
through,  the  effects  of  a 
recession  would  be  mod- 
est. In  fiscal  1979,  72%  of 
the  company's  9,600 
homes  were  built  in  Tex- 
as, a  dangerously  high 
concentration.  Centex  ex- 
ecutives started  cutting 
back  there  and  expanding 
elsewhere  before  the  eco- 
nomic bust  set  in,  but  not 
nearly  fast  enough.  Per- 
share  profits  fell  S9%, 
from  $3.44  m  the  year 
ending    March     1981     to 
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Lower  voiir  overhead 


The  accelerated  pace  of  M       ^^L^  ^            ■          ^        only  UPS  guarantees 
modem  business  makes  the  I           BV  T^^^^^^^^  ^^PB  ^W*     overnight  delivery  to  every 

overnight  letter  a  necessity.     ^^^^W  ^U  ^  ^^  B     [  M^^  M    J.L«  A  ^*^*^^^'  ^^^^  ^°  coast! 

\et  unl€*ss  you're  using  our  ^^i^^%                        ^  ^  ^^'^  '^^^^  ^  urgent 

UPS  Next  Day  Air  Letter,  you're  probably  paying  more  need  to  *^    W^or^A  an  urgent  document,  use 

than  necessary  for  this  necessity.  the  UPS  Next  Day  Air  Letter.  It's  one  cost-cut 

CXir  efficiency  enables  us  to  deliver  overnight  for  just  ting  measure  guaranteed  to  work  overnight. 


$9.00-up  to  40%  less  than  other  companies  charge.  And  ^runthetightestshipinthe  shipping  business. 

®  1990  Unitrd  Parcel  SrrvKt  o<  AmtrKi.  Int  'Src  UPS  Aic  Struct  Guide  for  complete  guarantee  details 
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Atlast,  bumpers  that 

AaUALLYTAKE  BUMPS. 


BMW  has  shattered  the  theory  thiit  a  scife  car  cannot  be  exciting  as  well. 
Witness  the  5-Series;  a  performance  sedan  so  thoughtfully  designed,  it  has 
scrfetysystems  to  protect  its  safety  systenis.Rcrther  than  offer  symbolic  pro- 
tection, its  regenercrting  bumpers  absorb  impacts  up  to  5 mph  with  virtually 


no  damage  to  the  car.  Also  standard  are  antilock  brakes  and  a  driver's  airbagi 
To  experience  the  5-Series'unparaiieied  defense  system,visit  your  BMW^ 
dealer.  (Call  800-334-4BMW  for  one  near  you.)  In  the  right  car,  youMI 
find  thcrt  scrfety  can  be  a  thrilling  fecrture  indeed,  the  ultimate  driving  machine; 


Onries  Thacher 


William  Gillilan,  Centex'  executive  vice  president 

An  eye  for  desperate  landowners  wiUing  to  deal. 


Hirsch,  44,  is  a  New  York-raised 
lawyer  with  no  experience  in  con- 
struction until  recently.  In  the  early 
1970s  he  migrated  to  Texas  and 
helped  dissident  shareholders  wage  a 
successful  proxy  fight  for  control  of 
Southdown,  the  Houston  cement  and 
energy  company.  Eventually,  Hirsch 
became  Southdown's  chief  executive 


before  moving  to  Centex  in  1984  as 
chief  operating  officer.  He  ascended  to 
the  top  post  two  years  ago,  succeeding 
Paul  Seegers,  who  remains  chairman. 

At  a  recent  38 '/s,  Centex  trades  on 
the  big  board  at  a  relatively  cheap  9V2 
times  earnings,  versus  14  for  the  Stan- 
dard &  Poor's  500.  The  hint  of  Texas 
m  the  corporate  name  doesn't  help — 
"It's  that  scarlet  'T'  in  the  middle," 
Hirsch  laughs — nor  does  ownership  of 
a  small  but  profitable  savings  and  loan 
in  central  Texas.  But  the  lagging  price 
also  reflects  a  general  concern  among 
mvestors  about  the  current  material 
slump  m  real  estate  sales  and  the 
prospects  of  the  situation  getting 
worse — for  all  builders.  Hirsch  argues 
that  both  concerns  are  overdone. 

Texas  is  now  only  a  part  of  Centex' 
business,  and  a  real  estate  recession 
could  be  useful  to  a  company  like  his. 
How?  William  Gillilan,  Centex'  exec- 
utive vice  president  and  chief  operat- 
mg  officer,  says  a  weakening  of  land 
prices  would  enable  Centex  to  lower 
prices  on  the  homes  it  sells,  keeping 
the  company  going.  In  a  recession,  he 
says,  desperate  landowners  are  also 
more  willing  to  grant  inexpensive  op- 
tions to  Centex  than  when  business  is 
brisk.  Says  Gillilan:  "With  options 
you  can  control  lots  of  land  without 
any  investment." 

And  get  out  faster  if  the  market 
goes  against  you.   ■ 


$1.41  for  the  following  period. 

The  1980s  also  cured  Centex,  once 
part  of  the  Clint  Murchison  Jr.  busi- 
ness empire,  of  an  excessive  depen- 
dence on  borrowed  money.  Like  many 
builders  who  think  the  good  times 
will  never  end,  Centex  in  1980  had 
nearly  twice  as  much  long-term  debt 
as  equity.  Interest  payments  threat- 
ened to  strangle  the  company  during 
the  ensuing  economic  downturn.  "We 
started  deleveraging  our  balance 
sheet,"  Hirsch  says.  Today,  excluding  .  .  i-»  •      •.  y  •      '^ 

finance  subsidiaries,  equity  is  about  scveu  times  eamtngs.  But  IS  it  u  bavgain? 

double  the  debt. 

Centex,  which  now  builds  in  35 
markets  across  18  states,  led  all  U.S. 
home  builders  last  year  with  7,500 
single-family  detached  housing 
starts — only  27%  in  Texas.  Average 
selling  price:  $120,000.  The  home- 
building  unit,  which  accounts  for 
about  half  of  Centex'  revenues  but 
82%  of  operating  earnings,  generally 
shies  from  churning  out  higher-priced 
homes  in  favor  of  the  less  flashy  but 
more  predictable  market  for  first-  and 
second-time  buyers.  A  typical  Centex 
subdivision  is  pretty  small— maybe 
100  to  125  lots.  Hirsch  says  inventory 
moves  faster  when  you  put  up  ten 
200-home  projects  instead  of  one 
2,000-home  tract. 

In  an  industry  famous  for  its  flam- 
boyant, ego-driven  characters,  Hirsch 
and  his  crew  are  quiet,  low-key  types 
who  keep  pretty  much  to  themselves. 
Says  one  slightly  envious  rival,  "I've 
never  seen  anyone  from  Centex  at  a 
builders'  convention."  That's  perhaps 
because  they  wouldn't  feel  much  at 
home  at  one. 


Green  Tree  Acceptance  stock  sells  for  just 


Are  the  tree's 
roots  withering? 


By  Gretehen  Morgensoo 


I 


7  MAY  NOT  BE  Mr.  Blandings'  idea 
of  1  dream  house,  but  for  many 
Airu  ricans  owning  a  mobile 
home  is  t  it-  best  they  can  do.  There  to 
help  therrj  buy  their  humble  abode  is 
Green  Tree  Acceptance,  Inc.,  the  na- 
tion's largest  writer  of  mobile  home 


mortgages.  In  all,  Green  Tree  has  lent 
more  than  $3.6  billion,  giving  the 
company  15%  of  the  market  for  loans 
to  buyers  of  new  "manufactured 
homes,"  as  they  arc  called. 

Green  Tree  should  know  its  busi- 
ness: It  sticks  mainly  to  this  segment 
of  the  lending  market,  straying  only 
to  make  a  few  million  dollars  of  loans 
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The  Private  Bank 
at  Bankers  Trust 


The  advantages  of 

a  merchant  bankto  today's 

private  banking  dient. 


Today's  global  economic  environment  is  such  that  financial 
perspectives  vary  widely.  For  some,  it  is  a  rocky  terrain  where  one 
treads  with  prudence.  For  others,  it  is  a  fertile  field  of  opportunity. 

At  Bankers  Trust,  we  believe  that  financial  security  and  finan- 
cial sophistication  should  not  be  mutually  exclusive. 

As  a  bank  whose  traditional  foundation  is  that  of  a  personal 
trust  company,  our  purpose  is  to  protect  and  enhance  wealth. 
But  as  part  of  a  global  merchant  bank,  our  unique  strength  is 
the  ability  to  offer  wealthy  individuals  access  to  sophisticated 
resources  as  well— from  foreign  currency  to  merger  and  acqui- 
sition capabilities. 

We  are  a  highly  experienced  private  bank  dedicated  to 
performance  and  personal  service' And,  as  an  integral  part  of 
the  leading  U.S.  merchant  bank,  we  offer  a  full  spectrum  of 
financial  services. 

For  those  seeking  such  a  distinct  blend  of  financial  expertise. 
The  Private  Bank  at  Bankers  Trust  invites  you  to  consider  its 
advantages. 


AAA 


Worldwide  Asset  Managennent  for  the  Wealthy  Individual 


New  York 

Chicago 

Los  Angeles 

San  Francisco 

Miami 

West  Palm  Beach 

London 

Channel  Islands 

Geneva 

Zurich 

Hong  Kong 

Singapore 

Taiwan 


1990  Bankers  Trust  Company  and  Bankers  Trust  Company  of  Florida,  N  A.  Members  FDIC. 
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Let's  say  you  wanted  to  build 
the  most  reliable  800  network  in 
the  world.  And  give  it  the  most 
sophisticated  features. 

There  are  only  two  approaches 
to  the  problem. 

You  could  start  with  an  opera- 
tion that  began  over  100  years 
ago.  And  upgrade  it  one  part  at  a 
time.  By  adding  digital  switches 
here,  fiber  optic  lines  there, 
and  doing  your  best  to  make  this 
multi-layered  system  work  like 
one  piece. 

Or  you  could  start  with  a 
clean  sheet  of  paper  And  build 
a  network  that  actually  is  one 


piece.  That's  exactly  what  we've 
done.  At  US  Sprintf  we  started 
in  1986,  and  built  our  entire 
network  from  the  ground  up. 
With  the  same  equipment  at 
every  location.  And  100%  digital 
fiberoptic  lines.  Nationwide. 

Technically  we  call  this  ap- 
proach flat  architecture.  But  in 
.non-technical  terms,  it  means 
there's  a  lot  less  to  go  wrong. 

With  this  simple  approach 
to  800  service,  we  can  give 
you  enhanced  features  like  call 
allocation,  which  lets  you  route 
calls  based  on  anticipated 
demand.  And  command  routing, 


which  lets  you  react  to  unexpect- 
ed demand  instantly 

So  you  can  make  it  much 
easier  for  customers  to  get  in 
touch  with  you. 

As  new  features  are  developed, 
adding  them  is  a  simple  matter 
of  programming.  Because  of  all 
this,  we  can  give  you  the  most 
sophisticated  800  service  in  the 
world.  And  the  most  reliable. 

So,  if  you  want  an  800  service 
that  keeps  your  business  in  one 
piece,  just  give  us  a  call. 

1-800-877-2000. 

O1990  US  Sprint  Communications  Company  Limited  Partnership 


800NEM)RK. 


US  Sprint 

ITS  A  NEW  WORLD'" 


on  motorcycles  and  home  improve- 
ments. Green  Tree  certainly  knows 
how  to  limit  risk.  As  soon  as  possible 
after  writing  a  loan,  Green  Tree  sells 
it  off  to  institutional  investors.  There- 
after, Green  Tree  continues  to  service 
the  loan,  making  money  for  both  writ- 
ing the  credit  and  collecting  the 
monthly  payments  from  mobile 
home  dwellers.  Last  year  Green  Tree 
earned  $29.4  million,  or  $1.75  a 
share — a  17%  return  on  stockholders' 
equity.  Even  though  the  company's 
first-quarter  earnings  came  in  at 
just  22  cents  a  share,  12%  below 
what  analysts  had  expected,  the 
company  considered  it  a  good 
showing. 

So  why  is  this  stock  trading 
on  the  New  York  Stock  Ex- 
change at  just  $12,  or  7  times 
earnings,  while  the  market  as  a 
whole  is  trading  at  about  15 
times  earnings?  Because  there 
are  serious  questions  about  the 
quality  and  the  sustainability  of 
Green  Tree's  earnings. 

The  mobile  home  business  is 
in  a  slump.  The  number  of 
homes  sold  armually  has 
dropped  by  a  third  since  1985, 
down  to  about  200,000  units 
last  year.  Part  of  the  problem 
lies  in  the  current  glut  of  rental 
apartments  across  the  country. 
Rents  have  come  down  so  much 
that  millions  of  apartments  are 
now  cheaper  and  more  appeal- 
ing than  trailers. 

Faced  with  falling  margins 
and  rising  loan  troubles,  many 
of  Green  Tree's  competitors  are 
abandoning  the  business.  Valley 
Federal,  a  near  destitute  s&.l  in 
Van  Nuys,  Calif,  that  made  $1 
billion  in  mobile  home  loans  in 
the  1980s,  wrote  down  $120 
million  on  its  $217  million  mo- 
bile home  lending  operation  in  1989. 
It's  gotten  so  bad  that  Valley  Federal 
has  stopped  making  mobile  home 
loans  altogether.  Financial  Services 
Corp.,  a  subsidiary  of  Michigan's 
Foremost  Insurance  Co.,  used  to  in- 
sure mobile  home  loans.  Having  lost 
$75  million  in  the  last  three  years,  it 
is  abandoning  the  business. 

But  where  others  see  trouble.  Green 
Tree  Chief  Financial  Officer  John 
Brink  sees  opportunity.  He  argues 
that  his  company  will  be  able  to  in- 
crease its  share  of  the  pie  and  be  in  a 
strong  position  when  business  picks 
up  again.  Maybe  so,  but  it's  a  gamble. 
Most  folks  who  buy  mobile  homes 
travel  on  the  fringes  of  the  economy— 
60%  of  the  nation's  mobile  home 
owners  make  under  $30,000  a  year, 
and  many  have  less-than-stellar  credit 


histories.  If  their  mobile  home  pay- 
ments become  too  onerous,  they  have 
a  tendency  to  walk  away  and  leave 
their  trailers  to  the  lenders. 

Yet  Green  Tree  has  not  seen  fit  to 
write  down  any  of  the  $202  million  in 
loans  that  it  now  holds  on  its  own 
books.  Brink  contends  that  write- 
downs aren't  warranted  on  the  loans 
that  Green  Tree  originates  because 
the  company's  sophisticated  credit- 
check  system  filters  out  questionable ' 
applicants. 

Phil 


%1fe 


Sophisticated  it  may  be,  foolproof  it 
is  not.  In  the  past  two  years,  the  num- 
ber of  delinquent  contracts  serviced 
by  Green  Tree  has  been  rising;  in  De- 
cember 1989  it  stood  at  2.25%,  or  $81 
million  of  the  total  outstanding. 
Green  Tree's  repossession  losses, 
which  come  out  of  its  cash  flow, 
climbed  4%  between  1987  and  1989. 
The  company  calls  last  December's 
increase  in  delinquencies  "an  aberra- 
tion" and  predicts  that  in  1990  they 
will  drop.  Maybe  so,  but  the  increase 
in  repossession  losses  has  happened. 

The  company  is  further  increasing 
its  risk  in  the  way  it  sells  loans  to 
institutional  investors.  During  the 
1980s  Green  Tree  sold  its  sccuritized 
loans  on  a  limited  recourse  basis, 
meaning  that  if  the  mobile  home 
owner  defaulted,  the  holder  of  the  pa- 


per and  Green  Tree  shared  the  liabil- 
ity. But  since  1986  Green  Tree  has 
been  forced  to  sell  its  loans  off  with 
credit  enhancements  such  as  bank 
letters  of  credit  or  as  senior  subordi- 
nated debt  of  a  Green  Tree  subsidiary. 
Either  structure  has  the  potential  of 
substantially  increasing  Green  Tree's 
contingent  liabilities,  giving  investors 
greater  recourse  to  the  company  as 
mortgage  defaults  occur. 

Sure,  the  company  sets  aside  re- 
serves for  loan  losses.  But  they're  on 
Huimg  j-he  low  side.  At  year-end  1989, 
Green  Tree  had  $120  million  in 
reserves,  a  comfortable  margin 
above  the  $81  million  in  delin- 
quencies. But  the  company  con- 
cedes in  its  10-K  that  "under 
certain  sales  programs,  the  com- 
pany's contractual  recourse  loss 
obligations  are  in  excess  of  es- 
tablished reserves."  Just  how 
much  in  excess?  When  pressed. 
Brink  says  by  $170  million. 
That's  a  big  number — and  a  con- 
venient number — considering 
Green  Tree's  equity  capital  to- 
tals only  $171  million. 

And  that  capital  may  not  be 
as  solid  as  it  should  be.  Prior  to 
1988  Green  Tree  had  assumed 
that  the  15-year  loans  it  was 
writing  would  be  paid  off  com- 
pletely in  7'/2  years.  When  it 
wrote  a  loan,  it  booked  as  in- 
come the  discounted  future  val- 
ue of  the  entire  stream  of  fees  it 
would  get  over  that  assumed 
life.  This  booking  of  as  yet  unre- 
ceived  income  swelled  net  prof- 
its faster  than  it  increased  real 
cash  flow.  In  1986  the  Financial 
Accounting  Standards  Board  is- 
sued new  rules  that  applied  to 
companies'  recognition  of  in- 
come. As  a  result,  Green  Tree 
had  to  start  making  more  con- 
servative assumptions  and  took  a 
charge  to  earnings  for  1988.  Who  is  to 
say  there  will  not  be  more  conserva- 
tive assumptions  demanded  and  more 
charges  to  earnings  ahead? 

Rising  interest  rates  spell  addition- 
al problems  for  Green  Tree.  The  com- 
pany sells  its  loans  at  a  spread  over 
Treasurys,  which  were  recently  above 
9%  for  the  first  time  in  a  year.  If  rates 
rise  between  the  time  that  Green  Tree 
finances  a  mobile  home  purchase  and 
the  time  that  the  company  packages 
and  sells  that  loan.  Green  Tree's  mar- 
gins are  pinched. 

As  if  all  this  weren't  trouble 
enough,  there  is  Green  Tree's  messy 
entanglement  with  Midwest  Federal 
Savings  &>.  Loan  Association,  a  Minne- 
apolis thrift  now  in  conservatorship 
that  may  cost  taxpayers  $1   billion. 
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Accept  No  Limitations. 

I      A  surfer  at  the  edge  of  his 
4  wave,  captured  there  by  the 
L  autofocusing  Minolta  Maxxum® 
I  7000/.  A  challenge  handled  by 
g  both  athlete  and  camera. 
I      Here,  Maxxum's  exposure 
I  system  adjusted  for  contrast 
i  between  sky  and  sea.  Its  Predic- 
tive Autofocus  anticipated  the 
surfer's  moves  for  perfect 
focus.  While  Maxxum's  lightning 
shutter  speed  froze  the  explod- 
ing spray 
In  any  situation,  Maxxum, 
'  with  its  30-plus  AF  lenses  and 
unique  Creative  Expansion 
Card  system,  unleashes  your 
creativity  as  never  before. 
*         With  Maxxum,  the  possibili- 
ties are  as  limitless  as  your 
imagination. 


•Shipping  and  handling  $4  95,  For  details  or  product  infor- 
mation, see  your  Minolta  dealer  or  write;  Minolta  Corpora- 
tion. 101  Williams  Dr..  Ramsey.  NJ  07446.  In  Canada: 
Minolta  Canada,  Inc  .  Ontario. 

Look  for  Minolta's  USA  2-year  camera/5-year  lens  limited 
■  warranty  cards  in  your  package,    c    1990  Minolta 
Corporation.  , 

^MIN»LTA 
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ree "  series /viaeos. 
See  your  Minolta  dealer. 
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►e  it  the  incomparable  VIP 
service  of  Blue  Diamond  Class, 
the  top-notch  attention  to 
detail  in  Gold  Class  or  the  civi- 
lized comforts  of  Silver.  SAA  has 
over  the  years  earned  its  stripes 
by  earning  the  respect  of  you 
the  traveler. 

And  that  bold  statement  of 
fact  is  one  of  the  best  reasons 
for  flying  us. 

For  more  information,  con- 
tact your  travel  agent  or  call 
1-800-722-9675.  In  New  York 
(212)826-0995. 


SOUTH  AFRICAN  AIRWAYS 
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Green  Tree  was  until  1985  a  subsid- 
iary of  Midwest  Federal.  Over  a  three- 
year  period,  Midwest  bought  almost 
$800  million  of  Green  Tree's  loans 
and  paid  $192  million  to  purchase 
$1.5  billion  of  Green  Tree's  loan-ser- 
vicing business. 

But  in  1988  a  scrap  started.  Mid- 
west sued  Green  Tree,  alleging  that 
Green  Tree  sold  it  $57  million  in 
loans  that  did  not  meet  specified  con- 
ditions, such  as  adequate  quality  or 
documentation.  Furthermore,  the  suit 
alleges  that  the  loan-servicing  busi- 
ness was  not  worth  what  Green  Tree 
had  said  it  was.  As  a  result.  Midwest 
claims  it  has  lost  tens  of  millions  of 
dollars.  Green  Tree  sued  at  the  same 
time,  and  then  Midwest  failed.  The 
litigation  continues  in  federal  court  in 
Minneapolis. 

Should  Green  Tree  lose  the  case,  it 
could  be  forced  to  buy  back  the  $57 
million  in  loans  and  pay  Midwest 

For  now.  Green  Tree*s 
Lawrence  Coss  is  sittitig 
pretty.  As  ch4iirmanf  his 
annual  bonus  is  set  at  2.5% 
of  the  company*s  pretax 
Uicotne.  A  former  car 
salesman,  Coss  made 
almost  $1  million  in  1988 
and  paid  himse^  nearly 
that  much  last  year, 

back  all  of  the  $192  million  the  s&l 
paid  for  the  loan-servicing  business. 
The  case  could  go  either  way,  but  it 
remains  a  threat  to  a  company  with 
equity  capital  of  only  $171  million. 

For  now,  however.  Green  Tree's 
Chairman  Lawrence  Coss  is  sitting 
pretty.  Coss  founded  the  company  15 
years  ago  and  has  bestowed  upon  him- 
self a  sweet  little  deal  at  Green  Tree: 
As  chairman,  his  annual  bonus  is  set 
at  2.5%  of  the  company's  pretax  in- 
come. This  arrangement  has  pro- 
pelled Coss,  a  former  car  salesman, 
into  the  executive  compensation 
stratosphere.  Even  after  Green  Tree 
had  to  cut  its  earnings  assumptions, 
Coss  made  almost  $1  million  in  1988 
and  still  paid  himself  nearly  that 
much  in  1989.  These  are  enormous 
sums  for  such  a  small  company  to  pay 
its  chief  executive. 

Green  Tree's  believers  pooh-pooh 
the  aggressive  accounting  and  Coss' 
sky-high  salary.  But  here's  a  fact  they 
shouldn't  minimize:  As  recently  as 
December  1988,  Warren  Buffctt's 
Geico  owned  7%  of  Green  Tree 
shares.  Geico,  as  of  year-end  1989,  is 
completely  out  of  the  stock.  Even  at 
just  seven  times  earnings.  Green  Tree 
doesn't  look  like  much  of  a  bargain.  ■ 
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Bring^ur 

BusinessToAState 

That's  FuUOf  Top 

Performing  Conpanies 


R<)>al  National  Ballet  of  Spain  at  Spoleto. 


South  Carolina  brings  out  the  best 
performances  in  companies  and  their 
workers  with  a  quality  of  life  that 
helps  stimulate  the  mind  and  enrich 
the  spirit.  Spoleto  Festival  USA  -  one 
of  the  world's  preeminent  presenta- 
tions of  the  performing  arts  -  is  but 
one  example  of  the  varied  cultural, 
historical  and  educational  resources 
that  make  South  Carolina  a  premium 
business  location. 

Indeed,  a  number  of  leading 
companies  are  known  for  top  perform- 
ances in  South  Carolina.  Michelin  Tire 
Corporation  has  made  South  Carolina 
its  U.S.  home,  locating  the  company's 
North  American  headquarters  and  four 
pf  its  five  U.S.  manufacturing  facilities 
here.  Alumax  Inc.'s  South  Carolina 
plant,  which  runs  at  full  capacity  pro- 
ducing 200,000  tons  of  aluminum 
per  year,  is  rated  the  most  eflficient  in 


the  entire  industry  And  NCR's  engi- 
neering and  manufacturing  complex 
has  ranked  No.  1  in  its  worldwide 
system  for  the  past  three  years,  based 
on  worker  productivity. 

South  Carolina's  quality  of  life 
obviously  inspires  great  performances 
from  its  work  force.  Perhaps  that's 
why  we  have  the  highest  levels  of 
productivity  and  lowest  levels  of  work 
stoppage  in  the  U.S. 

We're  ready  to  make  your  company 
a  top  performer,  too.  Just  contact: 
Wayne  L.  Sterling,  C.I.D.,  Director, 
South  Carolina  State  Development 
Board,  Suite  7005,  P.O.  Box  927, 
Columbia,  SC  29202.  Phone  (803) 
737-0887  or  Fax  (803)  737-0418. 

SouthGux)lina 
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rear  suspension 


If  youd  like  to  find  out  what  makes 
the  new  Accord  ride  so  smoothly,  then  by 
all  means,  have  a  seat. 

The  seats  are  larger  in  front,  sculpted 
to  take  full  advantage  of  the  spacious 
new  Accord.  They  have  longer  cushions 
and  higher  seatbacks  for  a  more  natural 
driving  position. 

You  will  find  padded  side  bolsters 
and  an  adjustable  lumbar  support  on  EX 
models  that  help  you  relax  even  more. 

Ample  rear  seats  round  to  the  shape 
of  the  rich  interior.  And  your  passengers. 
There  is  more  leg  and  foot  room,  too. 

[Qj  £>  1489  Amcncan  llonla  WnxOi.  Ira. 


No  matter  where  you're  sitting,  the  ride 
is  smoother  and  more  comfortable. 

In  order  to  handle  the  increased  size 
of  the  new  Accord,  Hondas  four-wheel 
double  wishbone  suspension  system  has 
been  appreciably  improved. 

The  advanced  design  calms  the  road, 
allowing  greater  suspension  travel  to 
soak  up  more  dips  and  bumps.  ITirough 
the  curves,  the  Accord  stays  even. 

New  speed-sensitive  power  steering 
is  more  responsive.  It  automatically 
and  progressively  adjusts  the  amount  of 
assistance  needed  for  better  road  feel 


dour 
>ystem. 

ind  handling  at  all  speeds,  slow  or  fast. 

A  powerful  fuel-injected  engine 
:}uiets  vibrations.  Unique  balance  shafts 
:ancel  inertial  forces  that  cause  other 
engines  to  quiver  and  shake.  You  11  have 
Eo  drive  it  to  believe  it. 

To  that  end  we  invite  you  to  sit  back 
ind  enjoy.       gJCDEHH 

The  New  Accord 


J 
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Moser  Glassworks  in  Karlovy  Vary 

Hand  blowing  crystal  with  a  technique  int}ented  by  its  founder,  Ludwig  Moser,  in  1857. 


Shepard  Sherbell/Saba 


Ready  for  a  nice,  cold  Budweiser  Budvar? 
How  about  some  exquisite  crystal  or  fine 
china?  A  number  of  traditional  Czechoslo- 
vak indiAStries  will  lead  their  country's 
drive  for  hard  currency  earnings. 

Forward 
to  the  past 


By  Riehard  C.  Morais 


ROBIN  Hood  evokes  a  positive 
image  in  the  minds  of  most 
Westerners,  but  not  in  Vlasta 
Stepova's.  "They  stole  from  the  rich 
and  gave  to  the  poor,"  says  Stepova, 
the  Czech  republic's  new  minister  of 
trade  and  tourism,  of  the  way  her 
country's  central  planners  expropriat- 


ed the  eamings  of  many  small,  tradi- 
tional Czechoslovak  companies  and 
redistributed  the  hard-earned  pro- 
ceeds to  the  state's  smoke-belching 
heavy  machinery,  steel,  auto  and  oth- 
er industrial  relics.  "It  was,"  says 
Stepova,  "like  a  bad  fairy  tale." 

Remarkably,  a  fairly  high  number 
of  traditional  Czechoslovak  indus- 
tries survived  42  years  of  Communist 


rule  and,  before  that,  6  years  under 
Hitler's  National  Socialism.  These 
economic  gems  under  the  rust  and 
dust  of  Czechoslovakia's  stagnant 
economy  include  glass  cutters,  jewel- 
ry makers,  brewers  and  porcelain  pro- 
ducers. By  and  large  they  have  lived  in 
a  kind  of  time  warp,  producing  high- 
quality  goods  much  as  they  did  in  the 
19th  century.  With  high-quality, 
skilled-labor-intensive  products  now 
in  great  demand  in  the  West,  these 
entrepreneurial  jewels  of  the  Czecho- 
slovak economy  will  grow  in  impor- 
tance, helping  to  finance  the  coun- 
try's economic  reintegration  with 
Western  Europe. 

One  old  Czechoslovak  industry 
with  a  bright  future  is  glassmaking, 
led  by  the  venerable  Moser  Glass- 
works. The  Moser  works  are  in  Karlo- 
vy Vary  (Karlsbad),  the  pink-and- 
cream  spa  town  near  the  East  German 
border.  For  customers  that  have  in- 
cluded Queen  Elizabeth  II,  the  U.N. 
and  the  Vatican,  Moser  hand  blows 
crystal  with  a  technique  invented  by 
its  founder,  Ludwig  Moser,  in  1857. 
Moser  claims  to  be  the  only  company 
in  the  world  to  use  unleaded  crystal, 
which  makes  the  glassblowing  very 
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Russell  Corporation  would  like  to 

remind  you  that  this  is  the  most  important 

umform  an  athlete  will  ever  wear. 


We  salute  those  who  choose  to  exercise 
their  minds  as  hard  as  they  do  their  bodies. 
For  they  are  the  true  winners.   ^ 
Because  a  quality  education    I 
wears  well  on  everybody. 


This  cul  is  one  of  a  scries  of  ads  ami  posters  in  our  Stay-in-School  Campaign,  dira  ted  toward  junior  and  senior  high  school  students. 
For  more  information,  write:  Russell  Corporation,  Dept.  M,  P.O.  Box  272,  Alexander  City,  AL  35010. 


ciiiicult  but  produces  a  hard  product 
very  near  natural  crystal.  In  the  heart 
of  the  factory,  sandaled  men  suck  cig- 
arettes and  swill  low-alcohol  beer  as 
they  blow  into  steel  tubes  and  the  red, 
molten  crystal  bubbles  wobble.  A 
large  vase,  minutely  engraved  with  a 
scene  from  an  Albrecht  Diirer  work, 
can  be  had  at  the  factory  for  $16,000. 
In  New  York  its  wine  glasses  retail  for 
$300  a  stem;  a  candlestick  costs 
$1,500.  Yet  there  is  no  shortage  of 
customers. 

Long  starved  of  capital  and  labor  by 
the  authorities,  Moser  sells  just  a  few 
million  dollars'  worth  of  crystal  a  year 
and  must  constantly  turn  away  busi- 
ness. "We  won't  sell  to  just  anyone," 
sniffs  Moser's  stony-faced  deputy  di- 
rector, Antonin  Vlk.  "Owing  to  the 
kind  of  glass  we  manufacture,  we 
must  maintain  a  certain  level  of  cul- 
ture. I'-Iot  everyone  is  able  to  give  us 
such  guarantees."  In  the  West,  only 
stores  like  Harrods  in  London  and 
Saks  Fifth  Avenue  in  New  York  can 
carry  Moser  glass.  Deliveries  take  up 
to  a  year. 

Another  traditional  area  to  keep  an 
eye  on  is  Czechoslovakia's  porcelain 
industry.  Today  it  sells  22,000  tons  of 
china  a  year,  roughly  a  third  of  West 


Germany's  porcelain  output. 

One  reputable  firm,  Karlovarsky 
Porcelan,  is  a  few  miles  from  Moser  in 
Karlovy  Vary.  Behind  Karlovarsky's 
deteriorating  factory  walls,  13  brands 
are  manufactured,-  the  company  sells 
roughly  $55  million  (at  the  official 
exchange  rate;  about  $22  million  at 
the  current  black  market  rate)  worth 
of  china  a  year.  Karlovarsky  Porcelan 
owns  the  1871 -founded  Karlsbader 
Zwiebelmuster,  blue-and-white  por- 


Shepard  Sher+>ell  Saba 


Engraving  at  Moser 

"We  won't  sell  to  just  am/one." 

celain  laced  like  a  wicker  basket,  and 
the  famous  hand-painted  Pirkenham- 
mer  china,  founded  in  1803.  It  still 
operates  two  solid-fuel  round  ovens, 
the  same  technology  used  in  the  18th 
century.  Sales,  particularly  of  Pirken- 


hammer,  should  jump  when  Czecho- 
slovakia is  granted  "favored  nation" 
status  by  the  U.S.  later  this  year  and 
punitive  tariffs  on  imported  porcelain 
are  dropped. 

In  Europe  the  company  is  primarily 
known  for  its  competitively  priced 
dinner  services,  which  retail  for  about 
$110  for  a  service  for  six.  But  as  Cze- 
choslovakia's new  parliament  liberal- 
izes the  economy  and  allows  Karlo- 
varsky Porcelan's  new  director  the 
room  to  make  decisions  taken  for 
granted  in  the  West,  a  whole  new 
world  will  open  up.  The  company's 
bright  prospects  have  been  recognized 
by  some  of  its  Western  competitors. 
France's  Limoges  has  made  joint  ven- 
ture overtures.  And  executives  from 
Germany's  Rosenthal  glass  and  china 
company  were  recently  crawling  over 
the  plant,  proposing  joint  projects. 

"We  want  to  be  the  quality  manu- 
facturer of  utility  porcelain,"  says 
Vlastimil  Argman,  general  director  of 
Karlovarsky  Porcelan.  "Our  objective 
is  to  remain  strong  in  the  middle  mar- 
ket, with  occasional  forays  into  the 
high  end." 

Over  100  miles  to  the  east,  nestled 
in  the  Jizerske  mountains  near  the 
Polish  border,  is  the  bucolic  town  of 


"There  will  be  unemplojrmeiit" 


As  minister  of  state  planning,  Vladimir  Dlouhy  (pro- 
■nounced  1o-wee)  is  overseeing  the  dissolution  of 
Czechoslovakia's  central  planning.  Abrasive  and 
bright — and  untarnished  by  association  with  the  Com- 
munists— Dlouhy  is  a  rising  political  star  who  could 
well  be  the  economics  minister  after  elections  are  held 
in  June.  In  an  interview  with  Forbes,  Dlouhy  discussed 
the  tensions  created  by  economic  liberalization,  and 
asserted  that  despite  the  political  difficulties  ahead,  the 
politicians  are  firmly  committed  to  reform. 

Dlouhy:  I  myself  believe  we  should  liberalize  as  much 
as  possible,  and  as  quickly  as  possible.  But  a  necessary 
part  of  this  liberalization  package  should  also  address 
social  securities.  And  that's  a  big  problem,  because  we 
used  to  have  the  type  of  social  securities  (linked)  with 
the  whole  system  of  central  planning.  They  gave  free 
education,  free  health,  they  always  stressed  full  em- 
ployment— which  was  a  fiction. 

Now  we  must  build  completely  new  types  of  social 
securities.  Benefits  under  unemployment,  job  creation, 
retraining  programs,  compensation  in  case  of  price 
rises.  We  even  started  talking  about  indexation.  I  dis- 
like wage  indexation,  because  we  should  prevent  infla- 
tion as  the  biggest  evil  of  all  the  evils  we  can  face 

Given  the  inefficiency  of  most  Czechoslovak  enterprises, 
massive  unemployment  would  seem  to  he  inevitable. 

This  is  a  slogan  that  should  be  on  the  record:  ^  :tcr 
anerripioyment  than  inflation. 

Wc  want  to  pursue  a  very  restrictive  macroeconomic 


monetary  policy  and  budgets  of  an  anti-inflationary 
nature,  together  with  price  and  exchange  rate  liberal- 
ization. We  intend  to  liberalize  prices  compared  with 
today's  situation.  We  intend  to  have,  internally,  a  fully 
convertible  currency  by  the  end  of  this  year. 

Obviously  it  will  have  negative  social  impacts.  It 
will  mean  further  devaluation  of  the  Czechoslovak 
currency,  making  imports  from  the  West  more  expen- 
sive for  Czech  firms.  So,  in  this  framework,  if  you  have 
a  restrictive  anti-inflationary  policy,  and  if  you  allow 
for  foreign  competition  through  currency  conversion, 
and  you  liberalize  the  prices,  you  will  have  the  inevita- 
ble bankruptcies  of  the  inefficient  firms.  A  lot  of  bank- 
ruptcies. A  lot  of  unemployment. 

Then  it  is  a  question  of  calibrating  the  reform,  be- 
cause you  cannot  allow  for  a  complete  bankruptcy  of 
the  core  of  the  economy,  a  complete  falling  apart.  And  I 
think  here  is  where  there  is  a  role  for  the  state.  But  not 
the  old  role  of  central  planning. 

Some  other  ministers  in  the  f^oveniment  sa)>  there  is  "zero 
tolerance" for  unemployment 

Zero  tolerance!  Don't  believe  that  we  can  achieve 
reform  without  structural  changes,  and  don't  believe 
that  the  state  will  be  able  to  master  the  structural 
changes — to  close  a  firm  one  day,  and  the  next  day  open 
jobs  somewhere  else.  There  will  be  unemployment.  We 
must  prepare  the  nation  for  it.  And  if  there  is  zero 
lolcrance,  then  we  will  have  to  teach  the  nation  to  have 
a  10%  tolerance  for  unemployment.— R.M. 
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THE  20  MHz  SUPER-386c  FROM  HYUNDAI. 


REAL  MUSCLE.  ALL  THE 
POWER  AND  SPEED  ANY 
COMPANY  NEEDS  TO 
RUN  COMPLEX  AP- 
PLICATIONS AND  GET 
THE  WORK  DONE 
FAST.  NOW  AND  IN 
THE  FUTURE.  THE  POWER- 
FUL 386  SERIES  OF  COM- 
PUTERS FROM  HYUNDAI. 
WITH  MS-DOS  3.3,  BASIC. 
OS/2  COMPATIBILITY. 


1-800 

•727- 


18-MONTH  WARRANTY. 
NATIONWIDE  NETWORK  OF 
DEALERS.  24-HOUR 
"SERVICE-ON-SITE" 
OPTION.  SUPER-386c: 
80386  PROCESSOR, 
8/20  MHz,  1MB  RAM 
INSTALLED  EXPANDABLE 
TO  8MB,  64  KB  ROM,  SPACE 
FOR  4  HALF-HEIGHT  DISK 
DRIVES:5.25"0R3.5," 
SIX  EXPANSION  SLOTS. 


MS-DOS  IS  a  registered  trademark  of  Microsoft  Corp,  OS/2  is  a  trademark  of  IBM  Corp,  ©  1990.  Hyundai  Eleciranics  Amenta,  All  nghls  resetved 

A  HVUNDAI 
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Or,  if  you  can 
wait  until  1993, 

)6u  can  get  th 
ew  Citation  iV, 
#hich  won't  be 
ble  to  fly  as 
ast,  as  far,  or 
s  efficiently. 
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■  n  1993,  the  highly  touted  Citation  IV 
finally  gets  off  the  ground.  Don't  get  too 
.  excited.  The  publicity  for  Citation  says. 

". . .  built  to  deliver  exactly  what 
dozens  of  major  corporations 
told  us  they  wanted  most  In  a 
midsize  Jet. " 
You'll  find  it  all  in  today's  Astra.  And  more. 

". . .  They  told  us  they  wanted  a  Jet 
with  transcontinental  range. " 
The  1993  Citation  IV's  maxinnum  range,  at 
full  gross  weight  and  VFR  reserves,  will  be 
2.710  nm  (nautical  miles).  Today's  Astra,  at 
full  gross  weight  and  VFR  reserves,  has  a 
maximum  range  of  more  than  3.100  nm. 
And  further,  the  Astra  can  cruise  at  a 
sustained  speed  of  Mach  .80  for  2.700  nm. 
The  Citation  won't  even  come  close. 

". . .  They  said  they  wanted  great 
short-field  performance . . . " 
The  1993  Citation  IV  at  maximum  gross 
weight,  for  a  mission  of  2.71 0  nm  will 
require  4.900  feet  to  get  off  the  ground.  The 
Astra,  for  the  same  mission,  gets  you  off  the 
ground  300  feet  sooner.  And.  because  of  its 
incredible  leading  edge  wing  technology,  the 
Astra  can  set  you  down  safely  in  as  little  as 
2.350  feet. 

**. . .  we  gave  the  Citation  IV  a  Vmo 

of  300  knots..." 
Today's  Astra  has  a  Vmo  of  363  knots. 
And.  if  speed  is  important  to  you.  the  Astra  SP 
currently  holds  32  certified  world  speed 
records,  point-to-point,  between  cities 
worldwide. 

"...  Electrically  heated  windshield. 

externally  serviced  lavatory. . . 

Citation  IV  has  them  both ..." 
The  Astra  has  them  both.  As  well  as  a  55 
cubic  foot  externally  serviced  luggage  com- 
partment. The  airline-sized  lavatory  on  the 
Astra,  incidentally,  is  one  of  the  largest,  and 
most  luxurious  in  its  class. 


". . .  we  built  a  fuselage  that's  much 
longer  than  the  Citation  III 
. . .  Including  a  stand-up  aisle 
that  runs  the  entire  length  of 
the  cabin. " 
Astra's  elyptical  cabin  design  gives  you 
true  "stand-up"  comfort  and  more  seated 
headroom.  And  its  human  engineered 
interior  and  amenities  are  strictly 


". . .  The  Citation  IV's  performance 
and  size  are  clearly  in  the  big  Jet 
leagues.  But  the  price  is  still 
midsized -around  $8.8  million 
fully  equipped. " 

Today's  Astra  will  save  you  close  to  $2  million 

over  the  Citation  IV  And.  yes.  that's  fully 

equipped. 

So.  if  you  want  to  wait  around  until  1993  for 

what  is  essentially  a  modified  Citation  III. 

that's  your  business. 

Our  business  is  providing  the  businessjet  that 

will  be  the  performance  leader  for  the  '90's 

and  beyond. 

So.  what  are  you  waiting  for? 


Call  our  President,  Roy  Bergstrom, 
at  (609)  987-1 1 25  or  send  this  coupon 
for  complete  information! 

ASTRA  JET  CORPORATtON 
4  Independence  Way 
Princeton,  NJ  08540 

□  Please  send  me  more 
detailed  information. 
n  Contact  me  to  arrange 
a  demonstration. 


ni 


Leadership... by  design 


Jablonec.  Here  20,000  workers  in  13 
companies  produce  costume  jewelry, 
manufacturing  an  estimated  6%  to 
7%  of  the  world's  supply.  The 
Czechoslovakians  have  been  making 
jewelry  for  150  years  in  the  villages  of 
this  mountain  range,  which  can  be 
compared  with  the  Jura  Mountains, 
where  Switzerland's  watch  industry 
suppliers  are  congregated. 

Costume  jewelry  is  a  profitable 
business,  even  in  Czechoslovakia.  Ac- 
cording to  Miroslav  Jotov,  director  of 
Bizuterie,  one  of  the  largest  local  jew- 
elry makers,  his  firm  earns  some  $6 
million  a  year,  on  nearly  $30  million 
in  sales.  The  firm  exports  80%  of  its 
goods  for  hard  currency.  But  under  the 
old  regime  it  could  keep  only  a  frac- 
tion of  its  hard  currency  earnings  for 
reinvestment  and  improving  the  lot  of 
its  workers;  the  rest  was  siphoned  off 
by  the  central  planners  and  thrown 
into  subsidizing  heavy  industrial 
combines. 

"We  were  one  of  the  best  compa- 
nies the  Communists  had,"  says  Jo- 
tov, "but  we  never  got  anything  from 
them." 

Under  the  Communists'  Kafka- 
esque  economics,  Jotov  continues,  fir- 
ing poor  workers  and  rewarding  good 
ones  were  equally  proscribed.  Jotov 


points  to  a  productivity  chart  tacked 
on  the  wall  of  a  hall  in  which  scores  of 
young  Czechoslovak  women  are  set- 
ting glass  beads  on  prototype  metal 
chains.  Some  workers,  he  says,  are 
producing  four  times  that  of  other 
workers.  Could  he  get  rid  of  the  dead- 
wood?  On  the  contrary,  because  Jo- 
tov's  business  was  considered  a  fringe 
industry  (one  can  almost  hear  the  cen- 
tral planners  demanding  to  know 
who,  in  a  socialist  paradise,  needs  cos- 
tume jewelry),  the  Communists  dic- 
tated the  wages  he  could  pay,  about 
$160  a  month  to  each  worker.  That 
was  well  below  the  $205-a-month  na- 
tional average,  and  far  below  the  $590 
a  month  that  top  workers  in  the  fa- 
vored steel  and  heavy  machinery  in- 
dustries earned.  As  a  result,  Jotov  of- 
ten had  to  go  begging  for  workers.  If 
he  tried  to  raise  salaries  to  attract 
better  employees,  the  state  penalized 
him  with  extra  taxes. 

"A  director  could  never  direct, 
there  was  such  a  number  of  restric- 
tions," says  Jotov.  "But  now  we  will 
be  able  to  decide  what  is  economical." 

When  additional  liberalized  em- 
ployment laws  are  passed,  probably 
later  this  year,  Jotov  intends  to  cut  his 
3,000  employees  by  a  third  and  hire 
freelancers.  He  will  slash  overhead  by 


consolidating  his  production  in  just 
one  factory. 

Won't  such  actions  hurt  the  econo- 
my? In  the  near  term  they  might.  But 
long  term  they  can  only  help  it.  Jotov 
says  that  when  he  has  improved  pro- 
ductivity and  delivery  time,  and  U.S. 
customs  taxes  fall  to  make  his  prod- 
uct competitive,  he  is  convinced  the 
company  will  wind  up  employing 
ipore  workers  than  the  3,000  he  cur- 
rently has.  Such  arguments  seem  to 
have  gained  currency  among  leading 
Czechoslovak  politicians,  most  of 
whom  say  the  economy  must  be  pre- 
pared to  suffer  unemployment  as  the 
price  to  be  paid  for  economic  reform 
(see  box,  p.  88). 

Potentially  Czechoslovakia's  most 
promising  industry,  and  one  neglect- 
ed into  virtual  nonexistence  by  the 
old  guard,  is  tourism.  In  1989  Prague, 
one  of  the  most  beautiful  cities  in 
Europe,  had  fewer  hotel  beds  available 
than  it  had  in  1937.  Outside  of  Prague, 
it  is  hard  to  find  a  hotel  a  Westerner 
would  consider  staying  in.  With  only 
5.6  hotel  beds  per  1,000  residents, 
Czechoslovakia  earns  just  $11  per 
capita  from  tourism.  That  compares 
with  $433  in  Denmark  and  $1,005  in 
Austria. 

And  yet,  in  terms  of  unadulterated 


MirjxirJ  slK-rtx-llNobj 


Budweiser  Budvar  Brewery  in  southern  Bohemia 

Making  beer  the  same  way  since  1872  creates  a  demand  that  is  easily  double  the  firm's  capacity. 
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Westin 

HOTELS  «<  Resorts 


In  praise  of  simple 
comforts. 

On  the  road,  comfort  is  not  a  luxury.  It  is  a  necessity. 

One  that  demands  the  most  careful  planning  and 

meticulous  attention  to  detail.  Acknowledging  these 

facts,  the  people  of  Westin, 

worldwide,  take  pride... 

not  merely  to  satisfy,  but 

to  anticipate  each  guest's 

individual  needs.  And 

guests  rest  assured  of  find- 

-    ing  that  special  atmosphere 
Drena  Alexander, 
Director  of  Housekeeping        which  is  at  once  caring, 
The  Westin  Galleria  and 
The  Westin  Oaks,  Hoitstm       comfortable,  civilized. 


ACAPUL(X)  •  Al  LAN  lA  •  BOSTON  •  CAlXiARY  •  CANCUN  •  (;HICA(;0 

Chk;ac;o  (O'harf.)  •  cincinnaii  •  dai.las  •  denvkr  •  oktroi  r  •  komomon 

H-  PASO  •  KORI  I.AI;UKRDALE  •  GUADALAJARA  •  GUAIT.MALA  CI  I Y  •  HILION 

"^        ISLi^IV'.  HONC  KON(;  •  HOUSR)N  .  INDIANAPOLIS  •  JXIAPA  •  KANSAS 

CrUr^kAUA!  .  KYOIX)  .  LOS  ANGELI';S  •  MANILA  •  MANZANILLO  •  MAUI 

MAZAILAN  .  MEXICO  cniY  •  MONTERRtlY  •  NAPLE.S,  FL  •  NEW  ORLEANS 

NEW  VORK  .  0RAN(;EC0L;NTY  •  ORLANDO  •  OriAWA  •  PHOENIX  •  PliTSBURGH 

PUERTO  VALLARTA  •  I'USAN  •  RANCHO  MIRAGE  (PALM  SPRINGS  AREA) 

■-  VI  I ILIX)  •  SAN  KR/\NCISCO  •  SAN  FRANCESCO  AIRPORI  •  SAN  SALVADOR  •  SEAITLE 

sfcoin.  •  SH A\( ;hai  .  sin(;aporf:  •  tokyo  •  Toronto  •  i ut:s( )n  •  r\  ;t,sA 

'       \ Al  1    •  VANC:OUVF.R  •  WASHINGTON, DC  •  WINNIFI  ( 


Earn  points  Unaard  exciting  Westin  vacations  by  joining  Westin  Premier,  our  frequent 

guest  program.  Ihiiled  Airlines  Mileage  Plus,  Air  Canada  Aeroplan.  Northwest 

Airlines  WORLDPERKS,  and  USAir  Frequent  Traveler  members  earn  miles  at 

participating  Westin  Hotels  (ff  Resorts. 


Call  ymir  travel  consultant  or  800-228-3000. 


Shepard  Shertiell/Saba 


Cesky  Krumlov,  a  perfectly  preserved  medieval  town  near  the  Austrian  border 

Neglected,  into  nonexistence  by  the  old.  guard,  tourism  is  potentially  Czechoslovalda's  most  promising  industry. 


beauty  and  interest,  Czechoslovakia, 
with  well  over  3,000  castles,  has  a 
princely  heritage.  Its  country  towns 
are  Renaissance  and  baroque  jewels; 
like  the  porcelain  and  glassmaking  in- 
dustries, these  towns  were  inadver- 
tently protected  by  communism  from 
most  of  the  20th  century's  progress. 

Typical  of  these  living  museums  is 
the  town  of  Cesky  Krumlov  in  south- 
em  Bohemia,  near  the  Austrian  bor- 
der. Unesco  considers  this  town  sec- 
ond only  to  Venice  among  European 
cities  in  historical  and  architectural 
importance.  A  feudal  castle  sits  atop  a 
cobblestone  town  of  medieval  houses, 
where  residents  still  live  much  as 
they  did  centuries  earlier. 

This  isn't  Disneyland.  Coal  fumes 
choke  narrow  passages,  knobbly 
women  frown  at  each  other  in  the 
town  square.  Under  Communist  rule, 
time  truly  stood  still  here.  Row  after 
row  of  medieval  houses — unpainted, 
untouched,  in  disrepair — escaped  the 
developer's  ball.  If  developed  proper- 
ly— modernized,  but  with  its  pictur- 
esque style  maintained,  as  the  West 
Germans  and  Italians  have  done  so 
well  with  many  of  their  cities — this 
town  alone  could  bring  tens  of  mil- 
lions of  tourist  dollars  a  year  into 
Czechoslovakia's  coffers. 


Cesky  Krumlov  is  just  one  of  many 
such  latent  tourist  attractions,  says 
Vlasta  Stepova,  the  minister  of  trade 
and  tourism.  To  realize  the  potential, 
Stepova  is  starting  to  invite  offers 
from  Western  companies  for  develop- 
ing these  castles  into  combination  ho- 
tel/museums, similar  to  the  success- 
ful poi/5«<^ias  of  Portugal  (Forbes,  May 
4,  1987). 

There  are  few  industries,  however, 
that  induce  as  much  unbridled  opti- 
mism as  Czechoslovakia's  beer  indus- 
try. The  nation  consumes  130  liters  a 
person,  the  third-highest  per  capita 
beer  consumption  in  the  world  (after 
the  two  Germanys,  of  course).  Thanks 
to  this  demand,  the  Czechoslovak 
beer  industry  brews  some  outstanding 
beers  that  already  sell  well  in  Western 
markets  and  could  sell  far  higher  vol- 
umes, especially  if  marketed  with  the 
finesse  of  imported  beers  like  Heine- 
ken  and  Corona. 

The  two  most  famous  of  the  50-odd 
brewers  are  Pilsner  Urquell  and  Bud- 
weiser  Budvar.  In  Cesky  Budejovicc, 
in  southern  Bohemia,  Budwciser  Bud- 
var Brewery  ferments  its  beer  m  ce- 
ramic tubs  and  copper  vats.  The  com- 
pany typically  exported  around  $10 
million  a  year  to  Western  markets. 
But  90%  of  its  hard  currency  sales  was 


confiscated;  the  remaining  10%  had 
to  be  shared  with  seven  other  south- 
em  Bohemian  breweries. 

Left  with  a  fraction  of  its  hard  cur- 
rency earnings,  Budvar  has  been  un- 
able to  expand  its  185,000-barrel  ca- 
pacity in  nearly  two  decades.  With  the 
beer  made  the  same  way  since  1872, 
with  the  best  hops,  barley  and  spring 
water,  demand  for  the  brew  is  easily 
double  the  firm's  capacity.  More  re- 
markable still,  that  demand  has 
grown  virtually  by  word  of  mouth.  Its 
rather  timid  commercial  director, 
Petr  Fcncl,  now  says  Budvar  has  plans 
to  nearly  double  capacity  to  330,000 
barrels  in  the  next  few  years,  with 
financmg  from  savings  and  possible 
bank  loans. 

There  are  many  other  brewers  that 
the  Czechoslovak  agriculture  minis- 
ter, Jan  Vodehnal,  is  hoping  will  inter- 
est well-capitalized  foreigners.  He 
points  to  Flekovsky  Lczak,  a  tiny 
brewery-restaurant  established  in 
1499  and  still  operating  in  the  heart  of 
Prague.  Such  a  rich  history  is  market- 
ing gold — it  might  surprise  and  en- 
courage the  Czechoslovak  brewers  to 
know  that  the  beer  of  the  U.S.'  Brook- 
lyn Brewery  currently  commands  $15 
a  bottle  in  Japan.  At  Fickovsky's  cav- 
ernous beer  hall,  visitors  quaff  the 
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Success  is  more 
than  knowing  how 

it's  knowing  when. 


Football  players  work  years  building  up  their 
size,  strengtn  and  speed,  but  football  games  are 
won  with  timing. 

When  the  defense  is  spread  out  and  the 
linebackers  have  dropped  back,  you  don't  have 
to  be  an  All-Pro  to  gain  big  yardage  from  a 
simple  draw  play. 

Timing  is  the  secret  of  everything  in  life, 
especially  in  treating  hair  loss.  The  sooner 
you  start  using  Rogaine,  the  better  your 
chances  of  success. 

Two  million  men  have  already  tried  Rogaine. 
It's  not  a  conditioner  or  cosmetic.  It's  a  treat' 

IF  YOU'RE  LOSING  YOUR  HAIR, 

DON'T  LOSE  TIME. 

SEE  YOUR  DERMATOLOGIST 

OR  FAMILY  DOCTOR  OR  CALL: 

1-800-558-2500  EXT  627 

RcMzain^ 

SSjjtion    ^-^minoxidil  2% 

For  a  summary  of  product  information,  see  adjoining  page. 
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ment  for  male  pattern  baldness  of  the  crown 
that's  been  tested  by  dermatologists  and  is 
available  only  with  a  prescription  from  your 
doctor 

So  if  you  always  want  to  look  the  best  you 
can,  see  your  doctor  now  about  Rogaine... 
while  time  is  still  on  your  side. 

For  more  information,  a  list  of  doctors  near 
you,  and  a  certificate  worth  $10  as  an  incentive 
to  visit  your  doctor  (sorry,  this  offer  is  available 
for  men  only),  call  this  toll'free  number  or  send 
us  the  attached  business  reply  card  or  the 
coupon  below. 


Please  send  me  a  $10  certificate  as  an  incentive  to 
see  my  doctor  Send  coupon  to:  The  Upjohn  Company, 
PO  Box  9040,  Opa  Locka,  FL  33054-9944 

(PLEASE  PRINT) 


"1 


Rogaine 


LASTNAME_ 

STREET 

CITY 


_FIRST_ 


-STATE. 


_ZIP_ 


TELEPHONE  NOl 


) 


D  1  am  requesting  a  list  of  dermatologists  or  doctors  in  my  area. 


Ro^aine 

SujTioN   ^-'minoxidil  2% 


The  only  product  ever 
proven  to  grow  hair. 

Wkat  is  ROGAIW? 

ROGAINE  Topical  Solution  discovered  and  made  by  The  Upiohn  Company,  is  a  standardized  topical  (tor  use  only  on  the  skin) 
prescription  medication  proved  etlective  lor  the  long-term  treatment  ol  male  pattern  baldness  ot  the  crown 

ROGAINE  IS  the  only  topical  solution  ol  minoxidil  Minoxidil  m  tablet  lorm  has  been  used  since  1980  to  lower  blood  pressure 
The  use  ol  minoxidil  tablets  is  limited  to  treatment  ol  patients  with  severe  high  blood  pressure  When  a  high  enough  dosage  in 
tablet  lorm  is  used  to  lower  blood  pressure,  certain  eltects  that  merit  your  attention  may  occur  These  ettects  appear  to  be  dose 
related 

Persons  who  use  ROGAINE  Topical  Solution  have  a  low  level  ol  absorption  ol  minoxidil  much  lower  than  that  ol  persons 
being  treated  with  imnoxidil  tablets  lor  high  blood  pressure  Thcrelore.  the  likelihood  that  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  eltects  associated  with  minoxidil  tablets  is  very  small  In  lad.  none  ol  these  cllects  has  been  directly 
attributed  to  ROGAINE  in  clinical  studies 
Hoa  MM  c»  I  aipect  rtsitts  fraa  uii|  ROUIK? 

Studies  have  shown  that  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  men  receiving  ROGAINE  may  see  laster  results  than  others,  others  may  respond  with  a  slower  rate  ol  hair  growth  You 
should  not  expect  visible  growth  in  less  than  lour  months 
11 1  respoid  to  ROGAINE,  irtat  •ill  Hit  kair  Itik  liki? 

II  you  have  very  little  hair  and  respond  to  treatment,  yourlirsi  hair  growth  may  be  soil  downy,  colorless  hair  that  is  barely 
visible  Alter  further  treatment  the  new  hair  should  be  the  same  color  and  thickness  as  the  other  hair  on  your  scalp  II  you  start 
with  substantial  hair  the  new  hair  should  be  ol  the  same  color  and  thickness  as  the  rest  ol  your  hair. 
How  lanj  da  I  mtt  to  oto  ROCAINE? 

ROGAINE  is  a  treatment,  not  a  cure  If  you  respond  to  treatment,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  If  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  aher  a  reasonable  period  ol  lime  (at 
least  lour  months  or  more),  your  doctor  may  advise  you  lo  discontinue  using  ROGAINE  , 

Wkat  kappou  if  I  ttOR  osiaj  ROfiAIIE?  Will  I  koop  tko  oo*  kair? 

II  you  slop  using  ROGAINE   you  will  probably  shed  the  new  hair  within  a  few  months  after  stopping  treatment 
Wkat  is  tko  dosaf  o  ot  ROUIRE? 

You  should  apply  a  1  mL  dose  ol  ROGAINE  two  times  a  day.  once  m  the  morning  and  once  at  night,  before  bedtime  Each 
bottle  should  last  about  30  days  (one  month)  The  applicators  in  each  package  ot  ROGAINE  are  designed  to  apply  the  correct 
amount  of  ROGAINE  with  each  application  Please  refer  to  the  Instructions  lor  Use 
Wkat  if  I  aiss  a  doso  or  forgot  to  oso  ROCMRE? 

If  you  miss  one  or  two  daily  applications  ol  ROGAINE.  you  should  restart  your  twice-daily  application  and  return  lo  your 
usual  schedule  You  should  not  attempt  to  make  up  tor  missed  applications 
Cao  I  oso  ROGAINE  oioro  ttao  tirieo  a  itft  Will  it  orork  fastor? 

No  Studies  by  The  Upiohn  Company  have  been  carelully  conducted  to  determine  the  correct  amount  ol  ROGAINE  to  use  to 
obtain  the  most  satislaclory  results  More  frequent  applications  or  use  of  larger  doses  (more  than  one  mL  twice  a  day)  have  not 
been  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  the  possibility  of  side  eflects 
Wkat  aro  tko  laast  cooioioa  sido  offocts  roportod  io  ciiaical  stadias  wltk  ROGAINE? 

Studies  ol  patients  using  ROGAINE  have  shown  that  the  most  common  adverse  eltects  directly  attributable  to  ROGAINE 
Topical  Solution  were  itching  and  other  skin  irritations  ol  the  treated  area  ol  the  scalp  About  5%  ol  patients  tjad  these 
complaints 

Other  side  eltects  including  lightheadedness  dizzmess.  and  headaches  were  reported  by  patients  using  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 

Wkat  aro  saoio  of  tko  sido  offocts  poopio  kaito  roportod? 

The  Irequency  ol  side  eflects  listed  below  was  similar  except  lor  dermatologic  reactions,  in  the  ROGAINE  and  placebo 
groups  Respiratory  (bronchitis,  upper  respiratory  infection,  sinusitis).  Dermatologic  (irritant  or  allergic  contact  dermatitis, 
eczema,  hypertrichosis,  local  erythema,  pruritus,  dry  skin/scalp  llaking.  exacerbation  ol  hair  loss  alopecia)  Gastrointestinal 
(diarrhea,  nausea,  vomiting).  «eufo/ogy  (headache,  dizziness,  lainlness.  lightheadedness)  Mi;scu/os*e/ela/(lractures.  back 
pain  tendinitis).  Cardiovascular  (edema,  chest  pain,  blood  pressure  increases/decreases  paipilaiion  pulse  rate  increases/ 
decreases).  Allergy  (nonspecific  allergic  reactions,  hives  allergic  rhinitis,  facial  swelling  and  sensitivity).  Special  Senses 
(conjunctivitis,  ear  inlections.  vertigo  visual  disturbances,  including  decreased  visual  acuity)  Merabo/ic-Vulr'f'Ona' (edema, 
weight  gam)  Urinary  Trad  (urinary  tract  inlections.  renal  calculi,  urethritis).  Genital  Tract  (prostatitis,  epididymitis  sexual 
dysfunction)  Psychiatric  (anxiety  depression,  latigue).  Hematology  (lymphadenopalhy.  Ihrombocylopenia)  Endocrine 

Individuals  who  are  hypersensitive  to  minoxidil  propylene  glycol,  or  elhanol  must  not  use  ROGAINE 

ROGAfNE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ol  the  eyes,  mucous  membranes  or 
sensitive  skin  areas  II  ROGAINE  accidentally  gets  into  these  areas,  bathe  the  area  with  large  amounts  ot  cool  tap  water  Contact 
your  doctor  il  irritation  persists 
Wkat  aro  tko  poniklo  sido  offocts  tkat  coold  afloct  tko  koart  aod  cireolatloo  wkoo  asiai  ROCAINE? 

Although  serious  side  effects  have  not  been  atlribuled  lo  ROGAINE  m  clinical  studies  there  is  a  possibility  that  they  could 
occur  because  the  active  ingredient  in  ROGAINE  Topical  Solution  is  the  same  as  in  minoxidil  tablets 

Minoxidil  tablets  are  used  to  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  the  arteries,  an 
etiect  called  vasodilation  Vasodilation  leads  to  retention  ol  fluid  and  increased  heart  rate  The  lollowmg  eltects  have  occurred 
in  some  patients  taking  minoxidil  tablets  lor  high  blood  pressure 

Increased  heart  rate— some  patients  have  reported  that  their  resting  heart  rate  increased  by  more  than  20  beats  per  minute. 
Rapid  weight  gain  ot  more  than  5  pounds  or  swelling  (edema)  of  the  face,  hands,  ankles,  or  stomach  area  Dilficulty  in 
breathing,  especially  when  lying  down,  a  result  ol  an  increase  in  body  lluids  or  lluid  around  the  heart.  Worsening  ot.  or  new 
onset  ol.  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skin,  very  little  minoxidil  is  absorbed  and  Ihe  possible  eltects  attributed 
to  minoxidil  tablets  are  not  expected  with  the  use  ol  ROGAINE  II.  however,  you  experience  any  ol  the  possible  side  eltects 
listed  discontinue  use  ol  ROGAINE  and  consult  your  doctor  Presumably  such  eltects  would  be  most  likely  it  greater 
absorption  occurred,  e  g  .  because  ROGAINE  was  used  on  damaged  or  inllamed  skin  or  in  greater  than  recommended 
amounts 

In  animal  studies,  minoxidil,  m  doses  higher  than  would  be  obtained  Irom  topical  use  m  people,  has  caused  important  heart 
structure  damage  This  kind  ol  damage  has  not  been  seen  in  humans  given  minoxidil  tablets  lor  high  blood  pressure  at  etlective 
doses 
Wkat  factors  oiay  iacrsass  tko  risk  of  soriois  sido  offocts  aitk  ROGAINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  of  or  predisposition  to  heart  lailure 
would  be  at  particular  risk  it  systemic  eltects  (that  is.  increased  heart  rate  or  Ituid  retention)  ol  minoxidil  »rere  lo  occur 
Physicians  and  patients  with  these  kinds  ol  underlying  diseases,  should  be  conscious  ot  the  potential  risk  ol  treatment  it  Ihey 
choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  the  scalp  and  should  not  be  used  on  other  parts  ol  Ihe  body  because  absorption  ol 
minoxidil  may  be  increased  and  the  risk  ol  side  eltects  may  become  greater  You  should  not  use  ROGAINE  il  youi  scalp  becomes 
irritated  or  is  sunburned,  and  you  should  not  use  it  along  with  other  topical  treatment  medication  on  your  scalp 

Caa  aoa  aiitk  ki|k  klood  prossaro  aso  ROGAINE? 

Individuals  with  hypertension  including  those  under  treatment  with  antihypertensive  agents,  can  use  ROGAINE  bui  rhould 
be  monitored  closely  by  their  doctor  Patients  taking  guanelhidine  lor  high  blood  pressure  should  not  use  ROGAINE 

Skoold  aai  procaatioas  ko  foiloaod? 

Individuals  using  ROGAINE  should  be  monitored  by  their  physician  one  month  alter  starting  ROGAINE  and  at  lea^l  eveiy  six 
months  afterward  Discontinue  ROGAINE  il  systemic  eltects  occur 

Oo  not  use  it  in  coniunclion  with  other  topical  agents  such  as  corticosteroids,  retinoids  and  petrolatum  or  agents  that 
enhance  percutaneous  absorption  ROGAINE  is  lor  topical  use  only  Each  mL  contains  20  mg  minoxidil  and  accidental  ingestion 
could  cause  adverse  systemic  effects 

No  carcinogenicity  was  found  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  eltects  on  labor  and  delivery  are  not  known  Pediatric  use  Salely  and  ellectiveness  has  not  been  established 
under  age  18 

Caution  Federal  law  prohibits  dispensing  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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delicious  dark  beer,  so  thick  it  seems 
more  nourishing  than  the  black  gou- 
lash slapped  on  the  table  by  a  dour 
waiter. 

Another  Czechoslovak  success  sto- 
ry is  the  liquor  Jan  Becher,  a  digestive 
established  in  1807.  The  firm  has  in- 
creased production  each  year  for  the 
last  three  decades;  its  spotless  modem 
plant  could  just  as  easily  be  in  Germa- 
ny as  in  northern  Czechoslovakia. 
"Always  the  finger  to  quality,"  says 
Miloslav  Janovsky,  the  technical  di- 
rector at  Jan  Becher.  "This  is  medi- 
cine, after  all." 

Made  from  20  different  herbs — bit- 


Shepm)  Shcttx.-asahj 


A  C()Hf)k'  in  Kruni/or 
"It's  up  to  Mta  now." 


ter  with  a  hint  of  spicy  nutmeg — this 
stomach  "medicine"  is  matured  at 
the  rate  of  30,000  barrels  a  year  in  90- 
ycar-old  oak  casks  in  a  tiled  cellar. 
Sold  in  stylish,  flat  green  bottles,  Jan 
Becher  costs  about  130  kroner  ($8)  a 
bottle,  or  around  15%  of  an  average 
Czechoslovakian's  weekly  salary.  Yet 
with  $42  million  in  retail  sales,  Be- 
cher cannot  meet  demand  in  its  own 
country.  As  only  17%  of  its  sales  arc 
from  abroad,  this  company  has  huge 
potential. 

Like  most  of  the  successful  compa- 
ny   managers    Forbes    interviewed, 
Karlovarsky  Porcelan's  Vlastimil  Arg- 
man  readily  acknowledged  that  trans- 
forming  Czechoslovakia's    economy 
from  central  planning  to  open  mar 
kets  will  bring  its  own  dislocations 
and  difficult  challenges.  "It's  up  to  us 
now,"  said  Argman.  "Wc  have  no  ex 
cuses  left."  He  said  it  with  the  hope 
and  determination  of  any  business 
man  released  from  the  nightmare  of 
economic  planning.  ■ 
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your  unit  cost? 
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improve 


Maybe  traasporiation  offers  the  relief  you  need. 

If  you  own  your  trucks,  would  full  service  leasing 
free  capital  that  could  work  harder  elsewhere?  If  you 
lease  trucks,  are  you  getting  the  service  you  pay  for? 

And  is  that  service  backed  up  with  driver  evalua- 
tions and  preventive  maintenance  to  reduce  accident 
losses  and  downtime? 

If  you're  interested  in  this  kind  of  thinking,  let  us 


prepare  a  detailed  analysis  comparing  the  cost  of  own- 
ing your  fleet  to  Ryder  Full  Service  Leasing.  Just  call 
us  at  1-800-446-5511,  Extension  111. 


And  together,  we'll 
try  to  make  your  next      f( 
cut  the  one  you've 
worked  for  all  along.  A 
bigger  piece  of  the  pie. 


iVO^*^ 


Germany's  mighty  Siemens,  long  secure 
behind  its  reputation  and  piles  of  cash,  is 
feeling  the  chill  winds  of  competition. 


¥dSfi2L  Siemens 


By  Peter  Fuhrman 


Y'  EARS  AGO,  General  Electric 
made  a  stab  at  entering  the  com- 
puter business,  took  a  serious 
drubbing  and  got  out.  Concentrating 
instead  on  a  narrower  portfolio  of 
businesses,  ge  has  flourished,  and  to- 
day it  is  the  very  model  of  the  well- 
managed  corporate  giant. 

Contrast  this  with  Siemens,  the  ge 
of  Germany,  whose  $36  billion  in  rev- 
enues make  it  Europe's  largest  elec- 
tronics company.  Siemens,  like  ge. 


entered  the  computer  business  and 
did  poorly,  but,  unlike  ge,  it  refused 
to  give  up. 

Its  persistence  is  a  long  way  from 
paying  off.  Siemens  has  annual  reve- 
nues in  computers  of  only  $4.5  billion 
and  has  generated  scant  profits  in  that 
business  over  the  last  decade  in  spite 
of  a  full-scale  effort:  Like  ibm,  Sie- 
mens makes  its  own  memory  chips, 
microprocessors  and  peripherals, 
while  offering  a  product  line  from 
large  mainframes  down  to  pes. 

Earlier  this  year  Siemens  got   in 


even  deeper.  When  trouble  hit  Ger- 
many's other  big  computer  company, 
Siemens  unflinchingly  dipped  into  its 
cash  hoard  and  took  over  Nixdorf 
Computer  A.G.  Since  Nixdorf  was 
losing  money  by  the  bundle,  Siemens 
is  now  even  further  from  showing 
good  profits  in  computers. 

If  flexibility  and  a  willingness  to  cut 
losses  is  a  hallmark  of  good  manage- 
ment, did  ge  make  the  right  decision 
*^  while  Siemens  made  the  wrong  one? 
Actually,  the  refusal  to  throw  in  the 
towel  on  computers  has  less  to  do 
with  Siemens'  managerial  flexibility 
than  it  does  with  its  powerful  desire 
to  keep  the  German  flag  flying  in 
computers. 

And  not  just  in  computers.  Siemens 
is  a  mix  of  300  different  operating 
businesses,  with  a  product  line  of  over 
200,000  items.  Siemens  deals  in  virtu- 
ally everything  that  makes  or  uses 
electricity:  from  light  bulbs  and  dish- 
washers to  mainframe  computers  and 
nuclear  power  plants.  Partly  because 
of  this  diversity,  its  overhead  tends  to 
be  bulky.  Personnel  costs,  for  exam- 
ple, are  43%  of  total  sales,  two-thirds 
higher  than  those  at  tautly  managed 
GE.  Toughening  up  a  bit,  Siemens  last 
year  packed  off  40,000  of  its  head  of- 
fice staff  to  frontline  jobs  in  market- 
ing and  finance.  But  among  European 
companies,  Siemens  still  has  the  larg- 


Karlheinz  Kaske,  chairman  of  Siemens'  management  hcxird 

The  bullc  oj  his  reported  profits  comes  from  clipping  coupons. 
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Opportunity 
Found 


In  search  of  financial  security. 
Somewhere  amidst  the  rise 
and  fall  of  investment 
alternatives  there  exists  a 
steady  course,  but  how 
do  you  find  it?  At 
Van  Kampen  Merritt,  we 
believe  in  a  disciplined, 
prudent  approach.  We  call 
it  investing  with  a  sense 
of  direction. 

Our  innovative  investment 
products  are  created  with 
market  wisdom  and  carefully 
managed  to  help  put  you 
within  clear  view  of  your 
financial  goals. 

We  have  sponsored  over 
$21  billion  in  unit  trusts  and 
mutual  funds.  Whether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
products,  services  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

For  more  information  on 
Van  Kampen  Merritt  invest- 
ment products,  including 
charges  and  expenses,  please 
contact  your  investment  repre- 
sentative for  a  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money.  Or  call 
1-800-DIAL-VKMext.  1012. 

Mutual  Funds,  Unit  TYusts, 
Municipal  and  Health  Care 
Finance,  Capital  Markets, 
Asset  Management,  Precious 
Metals,  Xerox  Life  Products. 


*  denotes  trademark  of  Van  Kampen  Merritt  Inc. 


Van  Kampen  Merritt^ 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction® 


est  corporate  payroll — 376,000  and 
climbing. 

This  leviathan  of  a  company  is 
headed  by  Karlheinz  Kaske,  a  cordial 
and  consensus-minded  33-year  veter- 
an of  the  firm.  A  trained  engineer, 
Kaske  is  the  son  of  a  onetime  Siemens 
employee. 

Kaske  acknowledges  that  only  100 
of  Siemens'  300  operating  businesses, 
including  potent  performers  like  fac- 
tory automation  equipment  and  auto- 
mobile components,  are  soundly  prof- 
itable. The  other  200  are  either  hover- 
ing around  break-even  or  are  in 
the  red. 

So  why  not  drop  some  of  the  lagging 
lines — as  rival  ge  unhesitatingly 
does?  Part  of  the  answer  is  that  Sie- 
mens has  not  felt  the  same  competi- 
tive pressures  that  have  forced  ge  and 
other  big  U.S.  firms  to  streamline 
their  operations.  Siemens  has  been 
somewhat  insulated  from  competi- 
tion by  its  dominant  position  in  Ger- 
many and  by  its  enormous  cash  re- 
sources. The  bulk  of  Siemens'  report- 
ed profits  come  not  from 
manufacturing  or  operating  business- 
es but  from  clipping  its  coupons.  As  of 
January,  it  had  $12.2  billion  in  cash 
and  equivalent,  mostly  in  German 
government  bonds.  This  liquidity  pro- 
duced $1.1  billion  in  interest  income 
last  year,  two-thirds  of  Siemens'  total 


pretax  profits  of  $1.6  billion. 

For  the  first  half  of  fiscal  1990  end- 
ing Mar.  31,  the  company  recently 
reported  that  net  profit  climbed  15% 
to  $440  million,  while  revenues  rose 
16%  to  $17.9  biUion.  It's  a  safe  bet, 
however,  that  much  of  the  net  income 
gain  came  from  higher  interest  in- 
come, what  with  German  govern- 
ment bond  yields  sharply  higher. 

In  many  respects  the  incentive  to 

Siemens  htis  not  felt  the 
same  competitive  pressures 
that  have  forced  GE  and 
other  big  U.S.  firms  to 
streamline  their 
operations.  Siem.ens  has 
been  som.ewhat  insulated 
firom.  competition  by  its 
dominant  position  in 
Germany. 

maximize  profits  hasn't  been  over- 
powering at  Siemens.  The  company  is 
takeover-proof  by  virtue  of  a  two- 
tiered  share  structure  that  protects 
the  voting  rights  of  the  Siemens  fam- 
ily heirs.  The  result  is  an  ingrained 
outlook  that  is  heavily  institutional, 
overcautious  and,  if  not  scornful  of 
the  bottom  line,  at  least  somewhat 
cavalier  about  profitability.  "More 
than     other     German     companies," 


Kaske  explains,  "we  have  a  great 
sense  of  social  responsibility  and 
want  to  be  a  long-staying  partner  of 
the  German  economy." 

The  partnership  has  yielded  mutual 
benefits.  Siemens  has  been  the  pre- 
ferred and  protected  provider  on  many 
fat-margin  German  infrastructure 
projects:  telephones,  railroads,  power 
lines  and  power  stations.  Siemens 
came  to  depend  on  the  West  German 
market  for  half  its  sales  and  an  even 
•larger  percentage  of  profits. 

But  what  happens  now?  The  West 
German  government  is  having  to  pry 
open  its  markets  in  anticipation  of 
1992.  Siemens'  best  customer,  the 
West  German  state-owned  telephone 
monopoly,  the  Deutsche  Bundespost, 
at  long  last  will  throw  open  the  equip- 
ment market  to  all  comers  in  July. 

Siemens  has  found  the  competition 
somewhat  unnerving.  Most  recently, 
it  lost  out  to  French  telecommunica- 
tions company  Alcatel  N.V.  in  the 
first  round  of  contracts  to  redo  the 
antediluvian  East  German  telephone 
system. 

Certainly,  too,  it  has  been  having  a 
very  tough  time  in  the  U.S.  After  a 
string  of  acquisitions,  Siemens'  U.S. 
revenues  have  grown  tenfold  in  the 
last  decade  and  will  surpass  $4.5  bil- 
lion this  year.  Here  it  has  one  winner, 
the  $1.5-billion-a-year  medical  prod- 


When  We  DesignedThe  RX-7  Conveptible, 
We  Considered  AllThe  Elements. 


The  wind  in  your  face.  The  sun  on 
your  neck.  Driving  a  convertible's 
always  been  about  getting  closer 
to  the  elements.  But  sometimes, 
you  can  get  a  little  too  close. 


philosophy  based  on  feelings  and 
emotions.  So  it  brings  a  few  new 
elements  to  open-air  driving. 

Like  the  Windblocker"*  panel 
behind  the  front  seats— flip  it  up 


That's  where  the  RX-?  Convertible  comes  in.      and  it  directs  the  wind  away  from  you,  for  top- 
It's  a  product  of  Kansei  Engineering,  a  design  down  comfort  even  on  cool  nights. 


ucts  division,  maker  of  X-ray 
and  other  scanning  equip- 
ment. But  overall  the  U.S.  op- 
eration spouts  red  ink,  losing 
$335  million  last  year.  Sie- 
mens has  hardly  made  a  dent 
in  the  American  computer, 
power  engineering  and  tele- 
communications markets, 
where  the  firm  has  had  to 
compete  against  ibm,  ge  and 
AT&.T,  respectively. 

Why?  One  reason  is  that  Sie- 
mens is  the  embodiment  of  an 
age-old  policy  of  blanket  pater- 
nalism. One  senior  Siemens 
executive,  insisting  on  ano- 
nymity, edgily  answers:  "Un- 
like GE,  we  are  not  committed 
first  to  making  money.  We  are 
committed  to  our  workers,  our 
markets  and  to  technical 
leadership." 

Upholding  that  commit- 
ment is  costly.  Siemens'  re- 
ported operating  margin — 
profit  before  depreciation,  in- 
terest and  taxes — was  8.3%  of 

net  sales  in  fiscal  1989.  Even     

allowing  for  conservative  German  ac- 
counting, the  margin  looks  low  beside 
the  13%  to  21%  achieved  last  year  by 
U.S.  rivals  like  General  Electric  (ex- 
cluding its  finance  business),  at&it 
and  Westinghouse.  It's  not  that  Sie- 


A  Siemens  mainframe 

Trailing  the  Americans  and  the  Japanese. 


mens  lacks  highly  profitable  divi- 
sions, but  its  overall  results  are 
dragged  down  by  laggards  like  semi- 
conductors and  nuclear  power  plant 
construction,  where  Siemens  is  loath 
to  scale  back. 


Nowhere  is  the  company 
tilting  at  windmills  more 
steadfastly  than  in  computers. 
It  owns  a  gleaming  new  com- 
puter factory  in  the  small  Ba- 
varian city  of  Augsburg.  But  in 
almost  every  aspect  of  the 
computer  business  it  trails  the 
best  American  and  Japanese 
computer  makers.  Hewlett- 
Packard  and  Tandem  Comput- 
ers are  way  out  in  front  in  large 
fail-safe  computers.  Siemens 
has  no  major  presence  in  ei- 
ther laptops  or  workstations. 
Its  PC  assembly  line  has  been 
working  well  below  capacity 
since  the  Soviets,  strapped  for 
cash,  canceled  an  order  for 
300,000  computers. 

Siemens'  rescue  of  Nixdorf 
may  have  been  motivated 
largely  by  German  national 
pride,  but  it  violates  the  cardi- 
nal rule  of  how  to  make  a  good 
merger:  It  put  together  a  sick 
company  with  a  less-than- 
healthy  one.  The  company,  be- 

gun  in  1952  by  Heinz  Nixdorf, 

was  once  the  shining  example  of  post- 
war German  entrepreneurship.  But 
Nixdorf  made  the  same  mistake  other 
minicomputer  pioneers  like  An  Wang 
and  Data  General's  Edson  de  Castro 
made  in  the  U.S.:  He  failed  to  spot  the 


S>1V90  Mazda  Motor  of  America,  Inc. 


Or  stereo  speakers  in 
the  head  restraints— 
at  ear  level  And  the  power      should  be  fun.  Even  when  the  weather  isn't, 
top  with  its  removable  center  section  and  heated     For  more  information  call  1-800-424-0202. 
glass  rear  window.  Now,  why  did  Mazda  spend 
so  much  effort  reinventing  the  convertible? 
Simply  because  we  think  driving  one 


ItJust  Feels  Right." 


Complimentary  limousine  downtown,  full 
health  club  facilities.  Most  importantly,  a 
staff  dedicated  to  your  personal  service. 


M 


ILANCASTER 
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THE  LANCASTER 

In  Houston's  Financial  &  Theater  District 
(800)231-0336     •     (713)228-9500 

THE  JEFFERSON 

At  16th  and  M  Streets  in  Washington,  DC 
(800)  368-5966     •     (202)  347-2200 

HOTEL  MAISON  de  VILLE 

In  the  heart  of  New  Orleans'  French  Quarter 
(800)634-1600     •     (504)561-5858 

Lancaster  Group  Hotels 

MEMBERS  OF  SMALL  LUXURY  HOTELS  &  RESORl  S 


ascending  importance  of  the  personal 
computer  in  the  1980s.  For  1989, 
losses  reached  an  estimated  $500  mil- 
lion at  Nixdorf. 

Siemens  hopes  that  by  adopting 
AT&T's  Unix  standard  it  will  win 
business  away  from  those  few  Europe- 
an companies,  such  as  France's 
Groupe  Bull,  still  selling  proprietary 
software.  Siemens,  with  over  90%  of 
its  computer  sales  in  Europe,  also 
plays  to  the  nationalism  of  Europe- 
ans, who  fear  an  American  or  Japanese 
takeover  of  European  computer  mar- 
kets. Never  mind  that  Siemens  uses 
American  microprocessors  and  oper- 
ating software;  its  advertising  boasts 
that  its  computers  offer  "A  European 
Solution." 

The  decision  to  go  deeper  into  semi- 
conductors in  1984  was  also  prompt- 
ed by  a  longing  for  a  "European  Solu- 
tion." Siemens  feared  that  the  Japa- 
nese electronic  giants  Toshiba, 
Hitachi  and  nec  would  dominate  the 
world  market  for  memory  chips,  to 
the  detriment  of  European  compa- 
nies. Siemens  has  spent  about  $2.8 
billion  to  try  to  pull  even  with  U.S. 
and  Japanese  competitors  in  semicon- 
ductors, absorbing  operating  losses  of 
over  $1  billion. 

Yet  the  costs  of  staying  in  the  busi- 
ness are  escalating  almost  daily.  Each 
new  generation  of  microchip  costs  al- 
most twice  as  much  to  develop  as  its 
predecessor.  Thus,  Siemens'  4-mega- 
bit  chip  now  reaching  the  market  cost 
about  $750  million  to  develop,  replac- 
ing the  1 -megabit  chip  with  upfront 
R&LD  and  capital  costs  of  $420  million. 
For  all  that,  Siemens  was  late  to  mar- 
ket with  its  4-megabit  chip,  trailing 
Hitachi  and  Toshiba.  Product  life  cy- 
cles are  so  short  that  the  latecomer 
arrives  when  the  curtain  is  already 
going  down. 

Even  Siemens'  prideful  manage- 
ment seems  finally  to  be  admitting 
that  this  grand  old  company  can  no 
longer  do  everything  by  itself.  Sie- 
mens' primary  strategy  for  coping 
with  the  quantum  leaps  in  chip  devel- 
opment costs  is  to  team  up  with  ibm. 
The  two  companies  are  splitting  the 
development  cost  for  the  64-megabit 
chip  that  should  reach  the  market  in 
1995  or  so.  This  looks  like  a  good  deal 
for  IBM,  as  it  uses  far  more  memory 
chips  in  its  businesses  than  Siemens 
and  thus  can  spread  its  investment 
over  far  more  units. 

IBM  and  Siemens  are  also  now  tied 
up  in  telecommunications.  Last  year 
Siemens  bought  the  manufacturing 
assets  of  ibm's  Rolm  Systems  and 
formed  v  joint  venture  with  ibm  for 
the  marketing  of  pbxs,  the  computer- 
controlled  devices  for  routing  calls 


within  an  office.  Siemens  is  looking 
to  IBM  for  marketing  pointers  in  the 
U.S.  and  Western  Europe. 

Telecommunications  equipment 
remains  the  bedrock  of  the  German 
firm.  In  large  part  this  is  because  of  a 
45 -year-old  sweetheart  partnership 
with  the  Deutsche  Bundespost,  the 
state  telephone  company  that  is  Ger- 
many's largest  public-sector  employ- 
er. West  Germany  committed  itself 
early  to  maintaining  a  top-grade 
phone  system,  agreeably  paying  out- 
landishly  high  prices.  The  Bundespost 
has  been  paying  Siemens  up  to  $750 
for  each  line  installed  through  a  pub- 
lic switching  system.  In  the  exceed- 
ingly competitive  U.S.  market,  the 
price  per  line  is  now  edging  down 
below  $100. 

Haunting  Siemens  in  Europe  is  the 

U.S.  revenues  have  grown 
tenfold,  in  the  last  decade, 
to  $4.5  hillion  this  year. 
There  is  one  winner,  the 
$1.5-billion-a-year  medical 
products  division,  malcer 
of  X-ray  and  other 
scanning  equipment.  But 
overall  the  U.S.  operation 
spouts  red  itik. 

specter  of  at&.t,  which  last  year 
agreed  to  take  a  20%  stake  in  the 
Italian  telecommunications  company 
Italtel.  This  should  lead  to  at&.t,  the 
largest  and  most  efficient  telecom- 
munications company  with  the  best 
software  in  the  world,  playing  a  much 
larger  role  in  Western  European  mar- 
kets, where  Siemens  has  already  lost 
ground  to  Sweden's  L.M.  Ericsson  and 
France's  Alcatel. 

In  the  PBX  business,  the  purchase  of 
Rolm  has  made  Siemens  the  world's 
largest  supplier  of  office  phone 
switching  systems.  Rolm,  losing 
about  $125  million  a  year  at  the  time 
of  the  Siemens  purchase,  is  still  bleed- 
ing. The  quickest  way  to  start  turning 
Rolm  around  would  be  to  get  rid  of 
excess  engineers.  Peter  Pribilla,  who 
heads  up  Siemens'  pbx  business,  esti- 
mates there  are  at  least  300  engineers 
at  Siemens  and  Rolm  doing  overlap- 
ping chores.  But  Pribilla  says  that  Sie- 
mens, adhering  to  its  no-layoff  policy, 
is  not  willing  to  fire  people. 

That  kind  of  paternalism  is  com- 
mendable in  many  ways,  and  it  goes  a 
long  way  toward  keeping  the  West 
German  labor  unions  and  social  dem- 
ocrats happy  at  home.  But  it  will  not 
be  the  best  way  to  run  a  business  in  an 
increasingly  market-oriented  world 
where  old  national  and  personal  loyal- 
ties count  for  less  every  year.  ■ 


102 


FORBES,  MAY  28,  IVW 


Experience  business 
without  a  middleman. 
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When  you  fly  on  business  with  Pan  Am,  you'll  never 


END   UP   IN   the    middle.   BeCAUSE   ALL   SEATS   IN   PaN  Am's 


Clipper®  Class  are  arranged  two  by  two,  so  you'll 


always  get  a  window  or  an  aisle  seat  with  plenty  of 


room  to  work  or  relax.  And  you'll  also  dine  on  fine 


CUISINE.  Get  privileged  check-in  and  priority  baggage 


handling.  Even  earn  250/0  bonus  miles  in  our  WorldPass® 


frequent  traveler  program.  Fly  Pan  Am  on  business, 


and  experience  travel  the  way  travel  should  be. 


We're    Flying    Better  Than    Ever 
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Jamie  Conlon's  first  step 

proves  NEC's  laser  technology 

can  help  solve  infertility. 

Jamie  Elizabeth  Conlon  is  living 
proof  of  the  great  strides  medicine 
is  making  towards  reducing  America's 
rising  infertility  rate. 

Twelve  years  before  Jamie's  birth, 
Claire  Conlon  experienced  a  series  of 
medical  difficulties  that  convinced  her  she 
would  never  bear  children.  But  in  October 
of  1987  she  was  told  that  Contact  Laser  "surgery 
might  correct  her  problem.  Two  months  later 
she  was  pregnant. 

This  miracle  was  made  possible  through  the  help  of  an  NEC  laser.  The 
laser's  superior  quality  and  high  precision  contributed  greatly  to  the  success  of 
Mrs.  Conlon's  surgery.  And  its  easy  adaptability  to  non-medical  applications 
has  made  it  the  most  widely-used  laser  on  the  market  today. 

NEC's  advanced  laser  technology  is  just  one  of  the  ways  we're  improving 
people's  lives.  You'll  find  the  quality  products  of  NEC  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country.  Helping 
people  at  every  step  along  the  way. 
J      For  more  information,  call  us  at  1-800-338-9549. 
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Quality  That  Proves  Itself. 
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Betty  Franklin,  a  longtime  Forbes  editorial  staff 
member,  made  a  private  visit  to  South  Africa  in 
April.  The  trip  was  made  under  the  auspices  of 
the  Southern  African  Forum,  a  nonprofit  and 
politically  nonaligned  organization  that,  among 
other  things,  sponsors  a  program  for  foreign  visi- 
tors to  experience  the  realities  of  southern  Afri- 
ca. She  spent  a  little  time  with  politicians  and 
top  business  people  but  more  with  ordinary 


South  Af'  -ias  of  all  races.  She  found  a  situation 
far  more  complex  than  that  portrayed  in  the  U.S. 
media,  appalling  in  many  ways  but  hopeful  in 
others.  What  follows  is  by  no  means  intended  as 
profound  political  or  economic  analysis  but  rath- 
er as  the  personal  observations  of  a  sensitive 
American  who  in  her  own  lifetime  has  experi- 
enced some  of  the  prejudices  and  conflicts  af- 
flicting Black  South  Africans  today. 


When  I  accepted  an  invitation  from  the  Southern  African  Forum 
to  visit  South  Africa,  I  found  a  situation  very  different  from^  what 
the  American  media  had  led  me  to  expect. 

South  Africa: 
The  truth  is  bad  enough 


By  Betty  Franklin 

W'  HEN  I  announced 
to  my  family  and 
friends  that  I  had 
been  invited  to  South  Af- 
rica, and  worse,  that  I  in- 
tended to  go,  the  reactions 
ranged  all  the  way  from 
"Aren't  you  afraid  to  go 
there?"  to  "Take  me  with 
you." 

After  a  nearly  three-day 
journey  from  New  York  to 
Frankfurt  to  Johannesburg 
(U.S.  airlines  are  forbid- 
den by  law  to  fly  to  South 
Africa,  but  the  Germans 
harbor  no  such  scruples),  I 

arrived  on  Sunday  mom-     

ing,  Apr.  1. 

My  antennae  were  up  from  the  mo- 
ment I  stepped  off  the  Lufthansa  747 
into  the  bright  African  sun.  I  found 
myself  searching  for  Blacks,  wanting 
to  see  if  they  were  doing  "meaning- 
ful" jobs.  I  didn't  have  to  wait  long. 
Two  handsome  young  Black  police 
officers  stood  at  the  entrance  to  the 
baggage  claim  area. 

Julia  le  Roux,  who  was  to  be  my 
guide  during  this  stay,  obviously  had  a 
very  accurate  description  of  me  from 
the  Forum  director,  Helga  Liebenberg, 
and  picked  me  out  of  the  crowd  im- 


Johannesburg  at  dusk 

A  city  much  Wee  any  city  at  home. 


mediately.  We  exchanged  greetings 
and  my  American  dollars  for  rands,  at 
a  very  good  rate— about  V/i  to  1 .  With 
these  cheap  rands,  South  Africa  is 
quite  affordable.  A  continental  break- 
fast that  might  cost  $12  to  $15  in  a  top 
New  York  hotel  was  less  than  $6  in  a 
comparable  Johannesburg  hotel. 

The  first  person  I  really  noticed  as 
we  left  the  airport  was  a  White  soldier 
with  a  rifle  slung  across  his  shoulder. 
My  initial  reaction  w;i>  yes,  it  is  an 
armed  camp.  xMy  first  ;  -tion  was 
excessive:  I  was  to  see  :'  '    once 

mored  J/.S'/zday  pent 


Eiienne  Monics/JB  Puturc?. 

in  Johannesburg  and  did 
not  see  it  at  all  in  S'/z  days 
in  Cape  Town.  But  that 
first  reaction  was  natural, 
considering  the  condi- 
tioning I  had  received 
from  the  American  media. 
We  found  Julia's  car  in 
the  parking  lot  and  pulled 
out  into  busy,  fast-moving 
traffic — on  what  to  me 
was  the  wrong  side  of  the 
road  (the  South  Africans, 
hkc  the  British,  drive  on 
the  left).  I  never  did  com- 
pletely conquer  the  ten- 
dency to  get  into  the  car 
on  the  driver's  side. 
We   drove   into   Johan- 

nesburg — a  city  that  looks 

much  like  any  medium-size  city  in 
the  U.S. — along  modern  highways. 
Nothing  tells  you  that  you  arc  in 
South  Africa,  except  the  universal 
green  road  signs.  They're  in  English 
and  in  Afrikaans.  That  and  the  propor- 
tionately large  number  of  Blacks  here. 
When  you're  a  product  of  the  1950s 
South  in  the  U.S.,  as  I  am,  and  you've 
been  subjected  to  the  American  me- 
dia, you're  conditioned  for  something 
quite  different  from  what  you  find  in 
Johannesburg.  This  is  not  the  Ameri- 
can South  of  35  years  ago.  For  exam- 
ple, I  expected  to  find  "Black"  and 
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The  Intelligent  Choice 
For  Peace  of  Mind. 

The  Guardian. 

These  are  not  ordinary  times. 

Fortunately,  The  Guardian  is  not  an 
ordinary  company. 

We've  avoided  unnecessary  risl<s  and  made 
intelligent  financial  choices.  Year  after  year, 
our  high-grade,  top-quality  investment 
earnings  have  provided  superior  yields  for 
the  benefits  of  our  policyholders. 

So  today,  we  are  one  of  only  a  handful  of 
companies  that  have  earned  Moody's 
highest  rating  of  Aaa. 

The  Envy  of  the  Industry 

The  Guardian's  capitalization  ratio  of 
13.1  %*,  the  prime  measure  of  financial 
strength  and  solvency,  is  twice  the 
industry  average. 

That  means  we  have  the  financial  muscle 
to  pay  superior  dividends  and  provide 
competitive  new  products  and  good,  old- 
fashioned  service. 

History  Repeats  Itself 

The  Guardian  has  paid  dividends  each 
year  for  the  last  120  years.  That's  what 
has  kept  your  cost  of  protection  low  and 
our  customer  satisfaction  high. 

In  fact,  our  dividend  history  is  one  of  the 
best  measures  of  how  we  will  continue  to 
meet  our  policyholders'  expectations. 

Make  The  Intelligent  Choice 

Find  out  more  about  The  Guardian  Life, 
Group,  Health,  Equity  Products,  and 
Asset  Management. 

Call  1-800-662-1006. 

We'll  provide  you  with  all  the  facts  for  your 
peace  of  mind. 
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The  Intelligent  Choice" 
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"White"  fountains  and  waiting 
rooms.  I  also  expected  somehow  to  be 
restricted  in  my  movements.  That  is, 
there  would  be  restaurants  that  would 
be  off-limits  to  me.  And  while  I  felt 
there  should  be  no  problem  at  the 
hotel  because  my  hosts  had  made  the 
arrangements,  I  was  nonetheless  pre- 
pared for  difficulties  as  a  non-White 
person.  There  were  none.  I  suppose 
White  South  Africans  saw  me  as  part 
of  the  landscape,  unless  I  had  an  inter- 
view with  them.  Then  the  reception 
was  always  cordial. 

Black  South  Africans  either  stared 
at  me  curiously  or  spoke  to  me  in 
their  own  language,  which  I  did  not 
imderstand.  My  blank  stares,  stam- 
mered apology  and  accent 
usually  brought  a  bright 
smile  and,  "Oh,  you're  an 
American."  English  is  the 
second  language  of  just 
about  everyone  in  this 
country,  though  most 
Blacks  use  their  own  lan- 
guages at  home  and  half 
the  Whites  and  the  major- 
ity of  Coloureds  speak  Af- 
rikaans. (I  asked  Julia  to 
please  show  me  a  "Co- 
loured" person  and  to  tell 
me  what  that  meant.  She 
chuckled  and  pointed  to  a 
man  walking  down  the 
street.  No,  she  decided, 
he's  Black.  But  the  criteria 
seem  to  be  fair  skin, 
Christianity  and  a  first 
language  other  than  a 
Black  one — the  Coloureds  I  inter- 
viewed had  grown  up  speaking  Afri- 
kaans in  their  homes.  I  couldn't  sup- 
press a  chuckle  of  my  own.  Back 
home,  they'd  be  Black.  A  rose  by  any 
other  name.  .  .  .) 

The  young  Black  clerk  asked  me  to 
sign  the  reservation  card  at  the  desk  of 
the  Braamfontein,  a  four-star  suites 
hotel,  where  one  Black  African  coun- 
try maintains  two  floors.  The  sign  in 
the  elevator  lists  several  employees 
who  can  help  if  I  have  problems, 
among  them  one  assistant  manager 
who  is  Black — or  at  least  looks  Black. 
In  South  Africa,  one  can't  be  sure.  Not 
much  time  to  unpack,  because  an 
hour  after  check-in  I  met  Julia  and  her 
friend  Jennifer,  both  Afrikaners,  for  a 
trip  to  Gold  Reef  City,  a  representa- 
tion of  Johaimesburg  100  years  ago. 

It  is  an  amusement  park  pretty 
much  like  any  amusement  park  back 
home,  except  that  the  young  atten- 
dants at  the  entrance  wanted  to  see 
the  contents  of  my  handbag,  and  the 
sign  warned  that  no  weapons  of  any 
kind  were  to  be  taken  into  the  park. 

This  was  to  be  a  recurring  theme 


Phoiogniptu  b\'  BtM\-  FrankliaTorbc^ 
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I  lousing  in  Soweto 

From  upper-income  to  moderate 

to  below  substandard.. 

during  all  of  my  stay  in  Johannesburg. 
It  was  not  quite  so-  pronounced  in 
Cape  Town.  Security.  There  is  an 
electronic  checkpoint  at  entrances  to 
supermarkets.  At  entrances  to  shop- 
ping centers.  Entering  an  Dffic..-  build- 
ing is  an  exercise  in  high-tech  securi- 
ty. One  signs  in  and  >;  ,  s  through 
electronic  devices  or  ilit,, ugh  elec- 
tronically controlled  tumstil'.'.s.  There 


are  secmrity  guards  at  the  sign-in  point 
and  at  the  turnstile.  Security  must  be 
a  booming  business. 

On  my  way  into  a  supermarket,  my 
purse  sets  off  the  electronic  signal. 
The  guard  asks  me  to  open  my  bag 
and  discovers  that  my  camera  has 
touched  off  the  sensor.  A  lovely  young 
blonde  who  comes  in  just  behind  me 
put<;  her  purse  through  the  same  sen- 
'  nothing  happens.  "Well,"  she 
your  camera  sets  it  off,  and  I'm 
•ig  a  firearm  and  nothing  hap- 
'  I  was  stunned:  "But  what  if  it 
had  set  off  the  alarm?"  Not  to  worry. 
"He  would  have  asked  to  see  my  li- 
cense and  I  would  have  shown  it  to 
him.  I  always  carry  a  gun." 

Was  she  carrying  the 
gun  because  she  was  para- 
noid about  Blacks?  That's 
what  I  would  have 
thought  had  I  met  her  on 
the  day  of  my  arrival.  But 
nothmg  in  South  Africa  is 
simple,  and  I  am  not  sure 
whether  she  carries  a  gun 
because  she  is  afraid  of 
Blacks  or  because  she  is 
afraid  of  robbery  or  as- 
sault. After  all,  crime  is 
omnipresent  in  many 
20th-century  urban  areas. 
This  jarring  episode  and 
the  unexpected  absence  of 
petty  restrictions  on  my 
movements  mark  the  be- 
ginning of  my  education 
about  South  Africa:  It  is  a 
place  where  things  are  far 
more  complex  than  foreigners  are  led 
to  expect.  The  questions  are  obvious 
but  the  answers  are  not.  Nothing  here 
is  black  and  white  but  many,  many 
shades  of  gray. 

On  the  streets  of  Johannesburg  one 
of  the  first  things  you  notice  is  the 
number  of  comer  vendors — maize,  or- 
anges, bananas,  clothes,  shoeshinc 
and  hot  dog  stands.  Most  of  them  very 
small.  This  is  the  "informal  business 
sector"  of  the  country's  economy. 
The  stands  are  run  by  Blacks  who 
cannot  find  jobs — of  whom  there  are 
millions.  I  am  told  that  this  entrepre- 
neurial activity  is  relatively  new,  a 
consequence  of  the  abolition  of  South 
Africa's  hated  pass  laws,  and  that  it 
has  grown  tremendously  in  the  ensu- 
ing few  years. 

I  learned  that  these  small  mer- 
chants, whose  existence  has  provided 
a  partial  escape  from  total  poverty  tor 
those  for  whom  South  Africa's  limit- 
ed economy  cannot  provide  jobs,  ac- 
count for  as  much  as  40%  of  the 
South  African  t;Ni'.  As  in  other  poor 
countries,  these  vendors  are  increas- 
ingly tolerated  by  a  government  that 
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To  stay  alive  people  need  salt, 

3  lut  not  necessarily  flamingos. 
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^  lad  we  blindly  followed  this  prem- 
se  when  we  began   producing 


alt  in  Bonaire,  Netherlands 

jftilles,  nature  would  have  lost 

B6  nother  red  flamingo  breeding 

round-  of  which  only  four  remain. 


When  we  broke  ground  for 
our  plant  in  196A,  we  counted  a 
mere  700  nests  in  an  area  adja- 
cent to  our  project.  We  could 
have  eliminated  them  for  the  sake 
of  expediency.  Instead,  we  chose 
to  protect  them.  Since  then  salt 
production  has  exceeded  our  ex- 


pectations, which  is  noteworthy. 
Spectacular,  however,  is  the 
way  our  feathered  friends  have 
multiplied.  They  now  number 
12,000  and  live  undisturbed  in  a 
special  nature  reserve  provided 
by  Akzo.  It  is  not  our  intention 
however  to  have  you  remember 


ut  as  "the   leading    flamingo 
preservation  group"  but  as  a  re- 
sponsible world    leader   in    the 
production  of  salt. 

Not  to  mention  our  position 
in  car  reflnishes,  carbon  fibers 
textile  and  carpet  fibers,  plastics 
catalysts  and  rubber  chemicals 


EYWOULDNl 
SIANDON. 
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Salt  produced  by  Akzo  is  used 
soften  water,  make  slippery 
s  safe  and  enhance  flavors  - 
it  be  eggs  at  a  Dutch 
ireakfast,  the  bread  and  top- 
lings  at  a  Danish  open-sandwich 
uncheon  or  a  bucket  of  southern 
ried  chicken  for  dinner  in  the  U^. 


We  also  change  salt  into  key 
ingredients  for  everyday  prod- 
ucts such  as  PVC,  glass  and  de- 
tergents. In  fact,  salt  was  one  of 
our  first  products.  Since  our  start, 
and  like  "our"  flamingos,  we  at 
Akzo   have   spread   our  wings. 

We  are  70,000  people  in  50 


countries:  one  of  the  world's 
largest  companies  in  chemicals, 
fibers,  coatings  and  health  care . . . 
and  number  one  in  salt. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 
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Many  are  Called 
Few  are  Chosen. 
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Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 
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Over  -^OO  oMic^s  nationwide 


112 


knows  that  neither  it  nor  the  relative- 
ly small  official  private  sector  can  pro- 
vide for  all  its  people. 

If  Johannesburg  was  full  of  sur- 
prises, Soweto,  the  Black  township, 
was  amazing. 

There  was  the  Five  Roses  Bowl,  a 
replica  of  the  Hollywood  Bowl,  donat- 
ed by  some  well-meaning  but  mis- 
guided American.  It  stands  unused  in 
the  heart  of  Soweto.  I  can't  imagine  a 
more  useless  gift  here  or  what  could 
have  inspired  anyone  to  give  it.  Con- 
certs are  not  the  first  thing  an  intelli- 
gent well-wisher  would  provide  for 
the  inhabitants  of  Soweto. 

Our  guide,  Mike  Rantho,  who 
works  for  the  Urban  Foundation  (a 
nonracial  group  that  helps  Blacks  find 
homes  and  assists  with  education  pro- 
grams), points  out  propane  tanks  at 
intervals   along   the   road.    Soweto's 

The  questions  are 
obvious  but  the  answers 
are  not.  Nothing  here 
is  black  and  white 
but  manyf  many  shades 
of  gray. 

roads  are  less  well  cared  for  than  the 
ones  I  first  encountered,  and  often  a 
car  will  hit  a  bump  that  jars  loose  its 
underbelly.  There's  always  someone 
with  a  ready  torch  to  make  the  re- 
pair— and  provide  a  little  cash  for  in- 
formal entrepreneurs. 

McDonald's  Chicken  Farm  is  a  sec- 
tion of  Soweto — so  named  because  it 
is  on  a  piece  of  property  once  owned 
by  a  chicken  farmer  named  McDon- 
ald. I  was  to  see  worse  living  condi- 
tions in  South  Africa,  but  this  was 
depressing.  1  almost  wept  over  the 
plight  of  the  beautiful  children  who 
ran  from  us  as  the  white  van  in  which 
we  rode  approached.  It  is  a  communi- 
ty built  of  corrugated-tin  shacks  (if 
anyone  has  the  corrugated-tin  conces- 
sion in  South  Africa,  he  or  she  is  a 
millionaire),  with  portable  toilets 
around  its  periphery.  There  is  one  fau- 
cet at  which  the  community  of  hun- 
dreds of  people  gathers  to  collect  wa- 
ter for  its  needs. 

Worse  is  that  wc  are  told  by  our 
guide  that  the  people  living  here  arc 
not  all  jobless  or  penniless.  They  live 
here,  not  because  they  don't  have 
money  or  resources,  but  because  there 
simply  is  no  other  housing  for  them. 
And  to  drive  home  the  point,  as  we 
navigate  the  narrow  way  among  the 
shacks,  a  powder-blue  1990  hmw  se- 
dan, driven  by  a  Black  and  clearly 
belonging  to  an  inhabitant  of  McDon- 
ald's Chicken  Farm,  pulls  into  a  small 
yard  to  allow  us  to  pass.  In  part  this 
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Even  the  greatest 
companies  needed  capital 
in  their  early  years. 


At  one  time  or  another,  most  growing 
companies  need  capital  to  expand. 

But  as  they  (and  perhaps,  you)  soon 
discover,  the  terms  can  be  onerous,  to  say 
the  least. 

It  doesn't  matter  how  successful  or  profit- 
able you  are.  Lenders  usually  want  more 
control  than  you,  the  entrepreneur,  want 
to  surrender 

At  Stuart-James  we've  shown  over  40 
young  companies  the  advantages  of  raising 
capital  an  alternative  way 

Through  an  initial  public  offering. 

And  while  this  isn't  for  every  company  it 
is  an  effective  way  to  raise  from  $3  to  $6 
million— without  losing  control  of  your 
business. 

Before  we  decide  whether  a  company 
is  an  appropriate  candidate  for  an  initial 
public  offering,  our  corporate  finance 
people  give  it  a  rigorous  assessment. 

To  make  sure  it's  something  our  clients 
should  invest  in. 

And  once  we've  agreed  to  underwrite  you, 
we  have  the  ability  to  distribute  your  shares 
through  an  extraordinary  retail  distribution 
network. 

Our  nationwide  network  includes  42 
offices,  with  over  1000  brokers.  And  over 
100,000  customers  who  look  to  us  for  attrac- 
tive investment  opportunities. 

And  if  it  makes  sense,  we  can  also  syndi- 
cate your  public  offering  through  other 
fine  firms. 

Every  company  needs  expansion  capital 
at  one  time  or  another  And  if  this  is  your 
time,  perhaps  it's  time  for  us  to  talk. 

Contact  David  McKeaman,  Executive  Vice 
President,  or  Bruce  Bromberg,  Vice  President, 
The  Stuart-James  Company,  805  Third  Avenue, 
New  York,  NY  10022.  (212)  758-4665. 

Member  S.I. RC.  N.A.S.D.  M.S.E.  ©  1990  The  Stuart-James  Company  Incorporated 

The  Stuart'James  Company 

Where  entrepreneurs  come  for  capital 


condition  of  people  with  money  un- 
able to  improve  their  living  circum- 
stances exists  because  of  South  Afri- 
ca's Group  Areas  Act,  w^hich  confines 
Blacks  to  certain  places. 

Conditions  at  McDonald's  Chicken 
Farm  are  bad,  but  no  surprise  to  me.  I 
have  seen  them  on  the  evening  news 
at  home.  Or  read  about  them  in  the 
newspapers.  What  surprises  me  are 
the  houses  in  Soweto  that  would  not 
look  out  of  place  in  any  upper-income 
neighborhood  anywhere  back  home. 
Beautiful  wood  doors — some  hand- 
carved — lovely  wrought-iron  fences 
with  brass  trim,  mottled  brick  the 
likes  of  which  I  have  never  seen  in  the 
U.S.,  two-car  garages.  As  I  said,  every- 
thing here  is  shades  of  gray:  Condi- 
tions are  bad  in  much  of  Soweto,  but 
poverty  is  only  partly  to 
blame. 

Just  two  days  after  my 
return  home,  I  watch  an 
NBC  telecast  on  South  Af- 
rica. The  commentator 
says  that  the  houses  in 
Soweto  range  from  abject 
poverty — this  is  absolute- 
ly true — to  moderate. 
Moderate?  Try  luxurious. 
I  had  been  told  that 
Soweto  is  home  to  five 
certifiable  millionaires. 

I  came  to  South  Africa 
with  some  doubts  about 
the  wisdom  of  U.S.  sanc- 
tions against  South  Afri- 
ca. I  know  from  the  expe- 
rience of  Blacks  at  home 
that  when  there  is  lack, 
the  suppressed  bear  most 
of  the  deprivation.  There 

is  no  question  that  sane-     

tions  are  having  an  adverse  effect  on 
the  country's  economy.  But  at  what 
price  to  South  African  Blacks? 

True,  there  is  some  unemployment 
among  Whites  in  the  country,  and  I 
saw  some  White  "slums."  But  the 
White  slum  area  that  I  visited  is  a 
thousand  times  better  than  the  Black 
slums.  And  it  seems  to  me  that  for  the 
affluent  White  South  African,  sanc- 
tions mean  the  difference  between 
sending  the  children  to  school  in  the 
U.S.  or  Europe  and  sending  them  to 
school  at  home.  Or  whether  to  buy  a 
new  car  this  year.  For  Blacks,  it  means 
the  difference  between  being  able  to 
eat  and  not. 

Yes,  many  Black  South  Africans 
told  me  they  would  gladly  suffer  the 
hardships  of  sanctions  if  that  brought 
a  quicker  end  to  the  evil  of  apartheid. 
And  perhaps  sanctions  have  made  the 
South  African  government  move  fast- 
er toward  abolishing  the  system  than 
it  might  have  without  them.  But  I 


never  had  the  opportunity  to  talk  to 
people  in  Cross  Roads.  And  the  people 
who  were  willing  to  suffer  live  in 
comfortable  circumstances.  They 
have  a  decent  place  to  live  and  plenty 
of  food.  When  this  is  true,  I  think  it 
must  be  easy  to  suffer  hardships  while 
you  fight  the  good  fight. 

I  am  told  that  the  poverty  I  saw  in 
South  Africa  pales  by  comparison 
with  that  to  be  found  in  other  coun- 
tries. I  do  not  know  this,  because  I 
have  never  visited  India  or  Brazil  or 
Mexico.  But  I  do  know  that  when  I 
visited  Cross  Roads  near  Cape  Town, 
I,  who  took  quite  a  ribbing  about  my 
ever-present  camera  during  my  trip, 
could  not  take  pictures  there. 

I  could  not  aim  my  camera  with  my 
eyes  brimming  with  tears  at  the  sight 
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On  the  streets  ofjohan/ieshur^ 
The  entrepreneurial  spirit  lives. 


of  mile  after  mile  of  corrugated  tm 
hovels.  These  were  even  smaller  than 
the  ones  I  had  seen  at  McDonald's 
Chicken  Farm — rabbit  warrens.  Built 
as  if  to  keep  each  other  from  fallmg 
down.  Some  so  small  that  it  is  impos- 
sible to  know  how  anyone  could  lie 
down  to  sleep,  and  so  close  to  one 
another  that  it  is  difficult  to  see  how 
anyone  gets  to  the  dwellings  that 
stretch  beyond  vision  from  the  road. 
The  toilets  are  narrow  tubes  made  of 
cardboard  and  black  plastic  trash 
bags.  Dusty.  No  grass  or  trees  or  flow- 
ers. You  know  from  the  standing  wa- 
ter that  when  it  rains  the  whole  place 
is  a  quagmire.  Signs  along  the  side 
road  warn  of  the  enormous  potholes. 
As  we  drive  by,  Julia  expresses  her 
shock  at  how  the  place  has  grown  in 
the  brief  time  since  she  last  visited 
here — grim  testimony  to  the  rapid 
population  gi  -v^th  in  an  economy 
that  is  growing  to.  slowly  to  accom- 
modate it. 


The  residents  of  this  place,  unlike 
those  at  McDonald's  Farm,  are  not 
here  because  they're  waiting  for  land 
on  which  to  build  or  rent  a  house. 
They  are  here  because  they  have  no 
money,  no  jobs  and  little  or  no  hope.  I 
said  earlier  that  the  situation  here  is 
endless  shades  of  gray,  but  this  is 
sheer  Black:  The  major  difference  be- 
tween the  situation  in  South  Africa 
and  the  poverty  in  other  countries  is 
the  government-backed  perpetuation 
of  a  condition  that  has  crowded  peo- 
ple into  small  areas  simply  because 
they  are  Black. 

Just  across  the  highway  from  Cross 
Roads  is  Khayelitsha.  It  is  being  built 
to  alleviate  the  desperate  plight  of  the 
people  who  live  in  Cross  Roads.  I 
can't  help  feeling  that  five  years  from 
now  the  only  difference 
between  the  two  commu- 
nities will  be  the  fact  that 
there  are  public  services 
m  Khayelitsha.  It  is  remi- 
niscent of  public  housing 
m  this  country.  Small. 
Close.  Aesthetically  un- 
appealing. You  are  told 
that  South  Africa  builds 
one  house  every  15  sec- 
onds. You  are  also  told 
that  It  needs  to  build  100 
in  that  same  15  seconds  to 
accommodate  a  popula- 
tion that  is  growing  at 
2.2%  a  year. 

In  Cape  Town,  Stan 
Fisher,  a  Labour  member 
of  Parliament,  tells  me 
that  Coloureds  in  South 
Africa  are  worse  off  than 
Blacks.    Since    Coloureds 

certainly    are    better    off 

economically  than  Blacks,  and  Co- 
loureds are  represented  in  Parliament 
(Blacks,  of  course,  are  not),  I  asked 
Stan  Fisher  how  he  could  possibly 
make  that  statement.  Blacks,  he  told 
me,  control  their  communities  on  the 
local  level — city  councils,  mayors; 
they  make  the  day-to-day  decisions 
for  their  townships.  Another  surprise. 
Coloured  townships,  like  Mitchell's 
Plain,  where  Fisher  lives,  are  con- 
trolled by  White  mayors  and  White 
city  councils.  A  complex  situation 
made  more  complex. 

And  if  the  addition  of  Coloureds  to 
the  picture  weren't  enough,  South  Af- 
rica has  a  large  population  of  Indians 
who  live  in  townships  of  their  own 
and  who  are  also  represented  in  its 
tricameral  Parliament. 

The  Dutch  Reform  Church  finally 
has  condemned  apartheid,  but  old 
habits  die  hard.  1  am  brought  up  short 
when  Dr.  Andre  Strydom,  the  new 
director     of     iiiforniiition     for     the 
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Our  award' 
mnning  chefs 
create  unfor- 
gettable dining 
experiences. 


With  every  stay,  you'll  earn 
frequent  flyer  miles  on  selected 
airlines. 


Unwind  in  our  high- 
tech,  personal  exercise 
facilities. 


For  the  discriminating  guest,  most 
Doubletree  Hotels  offer  a  luxurious 
concierge  level. 


Douhletrtt'  HotAs  ojjer 
state-of-the-art  meeting  space. 


On  your  first  night,  you'll 
enjoy  Doubletree's  signature 
of  care — our  rich,  delicious 
chocolate  chip  cookies. 


Whenlxi 
Care, 

It  Shows. 


When  you  care,  your  hotels  ai-e 
monuments  to  comfort  and  luxury. 
\bur  rooms  and  all  your  facilities  are 
well-appointed  and  distinctively 
designed. 

And,  when  you  care,  your  cui- 
sine is  nothing  less  than  memorable- 
Everything  prepared  exceeds  your 
guests  expectations. 

Finally,  when  you  care,  your  ser- 
vice is  exceptional.  Always  attentive. 
\bur  entire  staff  goes  out  of  its  way 
to  make  your  guests  feel  special  and, 
of  course,  right  at  home. 

That's  the  kind  of  care  that  goes 
into  every  Doubletree  Hotel.  And  it 
•not  only  shows,  it  shines. 

Fbr  reservations,  call  your  travel 
professional  or  l'800'528-'0444. 
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DOUBLETREE  HOTELS 

WHEN  YOU  CARE,  IT  SHOWS. 


Albuquerque  ♦  Atlanta  ♦  Austin  ♦  Colorado  Springs  (Opens  Fall  1990)  ♦  Dallas(3)  ♦  Denver  ♦  Houston(3) 
Kansas  City  ♦  Los  Angeles(2)  ♦  Miami  ♦  Monterey  ♦  Nashville  ♦  New  Orleans  ♦  Orange  County 
Palm  Springs  ♦  Phoenix  ♦  St.  Louis  ♦  Salt  Lake  City  ♦  San  Diego  ♦  Santa  Clara  ♦  Santa  Rosa  ♦  Seattle(2) 
Tucson  ♦  Tulsa(2)  ♦  Vail  ♦  Ventura  ♦  Walnut  Creek 

Or  stay  with  Compri  Hotels  by  Doubletree,  another  fine  MetLife*  Company.  Call  1-800-4-COMPRI. 
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He  helped  capture  and  convict 
70  car  thieves  and  save  over  200 
cars  from  "chop  shops."  It  v^as  one 
of  many  sting  actions  Continental 
has  co-sponsored  to  fight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  year. 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  the 
operation. 
Undercover 
local  New 

Jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars— and 
identifying  themselves.  Later  the 
police  hired  them  ostensibly  to 
drive  the  stolen  cars  to  a  nearby 
port.The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Surprise!  They  went  to  a  jail 
instead,  and  were  convicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris— they've 
helped  make  us  a  leading 
property /casualty  insurer.They 
are  a  major  reason  why  we're  a 
strong,  solid  company... why 
for  over  135  years,  we've  met  our 
obligations.To  our  customers, 
employees,  distributors  and 
shareholders. 


OUR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
DOESN'T  GET  STOLEN  TONIGHT. 
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^H^rContinental 
Insurance^ 


There  when  it  counts. 


There's  a  Hartmann  Carry-On 
that  packs  just  the  way  you  do. 


Hartmann  Carry-Ons  come  in  so  many  sizes  and 
shapes,  there's  sure  to  be  one  to  fit  your  style  of  packing. 
Whichever  you  choose,  you'll  find  them  one  of  the  most 
stowable,  portable,  dependable  traveling  allies  you  can 
own.  And  like  all  Hartmann  products,  each  Carry-On  is 
handcrafted  for  the  ultimate  in  style  and  durability. 
Hartmann  Carry-Ons:  they  pack  just  the  way  you  do. 
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iaiidcratlcd  since  1877"' 


Send  for  a  list  of  your  nearest  Hartmann  dealers,  Dept  5167 
Hartmann  Luggage  Co.,  Hartmann  Drive,  Lebonon,  TN  37087. 
DuPont  TEFLON  ©water  and  stain  repeller.  ©  1 989  Hartmann  Luggage 


Hartmann  Carry- ons  are  available 
at  these  and  other  fine  stores. 


RNE  DEPARTMENT  STORES: 

Belk 

Bloomingdale's 

The  Bon  Marche 

Bullock's 

Dayton's 

Dillard's 

Emporiunn«Capwell 

Famous-Barr 

LUGGAGE  SPECIALTY  STORES: 

ALASKA 

Bag  &  Baggage 

ARIZONA 

Leonard's 

Rainey's  Luggage  &  Gifts 

Zarfas  Luggage  &  Gifts 

ARKANSAS 

Andovers 

Mori  Luggage  &  Gifts 

Waldenberger  Luggage  & 

Gifts 

CALIFORNIA 

Bags  &  Baggage 
Beckel's  Luggage 
Benchley  Ltd. 
Bonaventure  Luggage  & 

Gifts 
Boots  &  Baggage 
Burk's 

California  Luggage 
Century  City  Luggage 
Century  Luggage 
Edwards  Luggage  &  Gifts 
El  Portal  Luggage 
First  Class  Luggage 
Gumps 

Hillmer's  Luggage 
Ivanhoe  Luggage  &  Gifts 
Jay's  Luggage 
John's  Fifth  Avenue 
Kinns  Luggage  & 

Handbags 
LAX  Luggage 
Lazar's  Fine  Leather 

Goods 
Longshores  Luggage 
Luggage  Image 
C.A.  Malm 
Michaels  Luggage  & 

Gifts 
Parisian  Luggage 
Peninsula  Luggage 
Richard's  Luggage 
Rooten's  Luggage 
Rooten's  Mission  Viejo 
Sam's  Luggage  &  Leather 
San  Francisco  Luggage 
Santa  Anita  Luggage 
H.  Savinar  Luggage 
Shea's  Luggage 
The  Shoe  Trefe 
Stern's  Luggage 
Stern's  Luggage  of 

Monterey 
Straus  Leather  Goods 
Westwood  Luggage 
Wieners  Luggage 


Foley's 

Frederick  &  Nelson 

The  Harris  Company 

Hart-Albin 

Heer's 

The  Jones  Store 

Liberty  House 

Macy's 


COLORADO 

Atlas  Luggage 
Baggage  Claim,  Inc. 
Baggage  Claim  of  Vail 
Colorado  Baggage 
The  Complete  Traveler 
Grand  Trunk  Luggage  Co. 
Lee  Luggage 
The  Luggage  Depot 
A.E.  Meek  Luggage 

HAWAII 

The  Pocketbook  Man 

IDAHO 

Whipples  Gifts  & 
Luggage 

IOWA 

Enzler's  Cedar  Rapids 
Enzler's  Waterloo 
Landmark  Luggage  & 
Gifts 

KANSAS 

Anderson  Leather  Co. 

Bag  &  Baggage 

Busch's 

Henry's 

Hillmer's  Luggage  & 

Leather 
Landmark  Luggage  & 

Gifts 

LOUISIANA 

Abdalla's 

Caplan's  Mens  Store 

Mori-Kidd  Russ 

Pearson's 

Rapp's  Luggage  &  Gifts 

Weiss  &  Goldring 

MINNESOTA 

Exquisite  Leather  & 

Luggage 
Great  Luggage 
Kleins  Luggage  &  Gifts 
Luggage  N'  Leather 
The  PEDRO  Companies 
Sans  Souci  Leather  & 

Luggage 
Security  Jewelers 
Thiss  Associates 

MISSOURI 

Earth's 

Landmark  Luggage  & 

Gifts 
Lehman's  Ltd. 
Nicholas  Luggage  &  Gifts 
Passport  Luggage 
Saint  Crispin  Leather 

Goods 
Zarfas  Luggage  &  Gifts 
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Maison  Blanche 
Marshall  Field's 
The  Popular 
J.W.  Robinson 
Weinstock's 
ZCMI 


NEBRASKA 

Bag  &  Baggage 
Choice  Luggage,  Inc. 
Latsch's  Inc. 
Travelware  Luggage 

NEVADA 

El  Portal  Luggage 
Schillings  of  Reno 

NEW  MEXICO 

Bag  'N  Baggage 
F.  Marshall  Luggage 
Zarfas  Luggage  &  Gifts 

OKLAHOMA 

Bag  'N  Baggage 
Elephant  Trunk  Co. 
Kambers 

OREGON 

Biagio 

Burks  Specialties,  Inc. 

Byrne's  Travel  Shop 

Latham's 

Portland  Luggage 

SOUTH  DAKOTA 

Landmark  Luggage  & 
Gifts 

TEXAS 

Airline  Internationa! 
Bag  'N  Baggage 
Branch  International 
The  Complete  Traveler 
R.E.  Cox 
Dallas  Luggage 
Gold-Pfeil 

Houston  Trunk  Factory 
Hurwitz  Mans  Shop 
Jenkins  Jewelry  & 

Luggage 
Jones  and  Jones 
Luggage  Loft 
McCluer's  Luggage 
Preston  Luggage 
Scarbrough 
Kenneth  Wize 
Zarfas  Luggage  &  Gifts 

UTAH 

Shapiro  Travel  Goods 

WASHINGTON 

Biagio 

La  Valise 

Luggage  Northwest 

Spokane  Trunk  and  Grip 
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Church,  refers  to  the  "heathen"  in  the 
country  who  hold  on  to  traditional 
ancestral  worship. 

On  a  flight  from  Johannesburg  to 
Cape  Town  I  sit  next  to  a  young  Black 
man  from  Pretoria,  Daniel  Ramok- 
gadi.  His  organization,  Koinonia,  tries 
to  bring  young  Blacks  and  Whites  to- 
gether for  dialog.  Whites  are  brought 
into  the  Black  townships  for  week- 
ends. He  says  he  is  asked  on  trips 
outside  South  Africa  why  he  doesn't 
leave.  "This  is  my  country,"  he  says. 
"This  is  my  home.  We  have  to  make 
it  work."  He  despairs  because  funds 
for  his  project  are  drying  up  since  the 
release  of  Nelson  Mandela,  as  if  the 
fight  were  over.  "It  is,"  he  says,  "just 
beginning." 

As  one  example  of  South  Africa's 
"uniqueness,"  Daniel  tells  me  that  in 
Pretoria  there  are  separate  bus  and 

Politics  is  a  subject 
that  I  avoid  even  at 
home,  except  among 
people  I  know  well. 
Here  there  seems  to  be  no 
avoiding  it. 

taxi  services  for  the  races.  There  is  a 
White  lady,  he  says,  who  is  married  to 
a  Black  man  and  lives  in  the  Black 
township.  She  must  take  a  Black-run 
bus  or  taxi  into  Pretoria  to  work  be- 
cause the  White  conveyances  don't 
come  to  the  Black  areas.  When  she 
does,  the  drivers  of  the  vehicles  in 
which  she  rides  are  fined.  On  the  oth- 
er hand,  if  a  Black  should  attempt  to 
ride  in  a  White  conveyance,  he  or  she 
is  arrested.  Kafka  would  have  felt 
right  at  home  here.  Adam  Smith 
would  not;  this  situation  is  not  only 
morally  reprehensible,  but  it  makes 
no  economic  sense. 

Daniel  also  tells  me  that  in  his  ex- 
perience he  would  rather  deal  with  an 
Afrikaner  than  with  an  Englishman. 
An  Englishman,  he  says,  will  smile  at 
you  and  pat  you  on  your  back,  until  it 
is  time  for  action.  Then  he  backs  off. 
An  Afrikaner,  Daniel  feels,  is  honest. 
If  you  can  persuade  hi  n  to  your  point 
of  view,  you  have  a  friend  for  life. 
What  he  says  he  will  do,  he  will  do. 

This  is  true,  says  Wynand  Malan,  a 
tall,  affable  member  of  Parliament, 
who  is  coleader  of  the  progressive, 
antiapartheid  Democratic  Party.  The 
Afrikaner  is  loyal,  but  he  also  can  be 
somewhat  inflexible.  Malan  says  that 
unfortunately  this  is  also  the  quality 
that  makes  for  the  extremely  conser- 
vative, intractable  Afrikaner  who 
fights  change  with  such  zeal. 

Companies  like  Pick  'n  Pay  (no  con- 
nection with  the  American  company). 
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a  large  national  retail  chain,  and  orga- 
nizations like  the  Urban  Foundation 
are  outstanding  examples  of  the 
forces  in  South  Africa  that  can  effect 
real  change.  Pick  'n  Pay  insists  that  it 
has  always  promoted  on  the  basis  of 
merit,  not  race.  The  Urban  Founda- 
tion is  recognized  as  having  been  in- 
strumental in  helping  to  ease  South 
Africa's  apartheid  laws.  Its  business 
cards  are  printed  with  its  goals,  con- 
cluding: "These  tasks  must  be  tackled 
with  commitment  arising  from  the 
conviction  that  South  Africa's  future 
is  not  cast  in  some  predetermined 
mould,  but  is  being  created  now  by 
determined  people." 

It  is  difficult  in  a  12-day  trip  to  any 
country  to  get  a  full  grasp  of  the  mag- 
nitude of  its  prospects  and  its  prob- 
lems. And  with  South  Africa  it  is  im- 
possible. It  isn't  only  a  Black-on- 
White  question.  There  is  the  rift 
between  English  and  Afrikaner.  There 
is  the  rift  between  Christian  and  Jew. 
There  are  the  rifts  among  various 
Black  factions.  There  are  the  antago- 
nisms against  the  Indians. 

Color  is  not  the  only  barrier  to  com- 
mon ground  among  the  factions.  Lan- 
guage is,  too.  It  seems  to  me  that  the 
one  common  denominator  in  South 
Africa,  the  hope  for  true  communica- 
tion, is  the  English  language.  If  the 
various  elements  could  understand 
each  other  when  they  talk,  perhaps 
some  answers  could  be  found.  Cul- 
tures and  heritages  can  be  perpetuated 
by  teaching  a  child  in  its  mother 
tongue  as  well  as  in  English — bilin- 
gualism  offers  hope  for  intergroup 
communication  without  stifling  dif- 
ferent cultures.  Zulu  and  English.  Af- 
rikaans and  English.  Xhosa  and  En- 
glish. A  beginning. 

I  spoke  with  an  editor  in  South  Afri- 
ca and  she  compared  her  feelings 
about  her  hopes  for  South  Africa's  fu- 
ture to  a  roller  coaster.  After  12  days 
in  the  country  I  understood  what  she 
meant  about  roller  coasters. 

An  interview  with  Annamarie  Nutt 
of  Kontak,  one  of  many  organizations 
in  the  country  that  works  to  bring  the 
races  together,  leaves  you  buoyant, 
feeUng  that  many  hands  and  hearts 
are  going  to  make  South  Africa  work 
as  a  nonracial  society.  Then  an  inter- 
view with  Professor  Carl  Noffke 
plunges  you  into  total  despair  for  the 
future  of  the  entire  population  of  the 
country.  He  points  out,  among  other 
things,  that  the  government  can't  lift 
the  state  of  emergency  because  of  the 
increase  of  Black-on-Black  violence. 
And,  of  course,  the  state  of  emergency 
is  one  of  the  serious  bones  of  conten- 
tion with  Black  South  Africans. 

I  am  grateful  that  I  had  the  opportu- 


nity to  make  this  trip.  I  am  sorry  that  I 
met  Black  South  Africans  only  m  res- 
taurants and  did  not  get  to  visit  their 
homes.  But  I  did  visit  the  home  of  an 
Afrikaner  grape  farmer.  Fanie  le  Roux, 
his  wife,  Janette,  their  sons,  and  Julia 
(his  niece,  my  guide)  and  her  sisters 
provided  a  thoroughly  enjoyable  eve- 
ning at  their  home  outside  Cape 
Town.  Good  company.  Good  food. 
Good  wine.  Warm  hospitality.  And  no 
politics.  And  in  South  Africa  that's 
not  easy.  At  the  Mala  Mala  Game 
Reserve,  where  I  spent  the  weekend,  I 
had  managed  to  avoid  a  discussion  of 
the  subject  for  the  first  time  in  nearly 
a  week.  I  was  happy  and  thought  I  was 
home  free  until  after  breakfast  the 
second  day,  when  a  man  from  Durban 
approached    me    and    opened    with. 


Louise  GubbJB  PiaureN 


Building  a  new  home 

At  Cross  Roads,  corrugated  tin 

provides  the  means. 

"You're  an  American."  Here  it  was. 
"What  do  you  think.  .  .  ?"  We  dis- 
cussed politics  for  a  while,  but  I  was 
not  comfortable;  it  is  a  subject  I  avoid 
even  at  home,  except  among  people  I 
know  well.  Here  there  seems  to  be  no 
avoiding  it. 

On  that  NBC  television  program  I 
mentioned  earlier,  the  commentator 
said  that  Nelson  Mandela  returned 
from  prison  to  the  same  three-room 
house  in  which  he  had  lived  27  years 
earlier.  She  did  not  go  on  to  say  that 
he  has  since  moved  into  a  quite  elab- 
orate house  (called  a  mansion  by 
many  Sowetoans,  not  without  rea- 
son) built  by  Winnie  Mandela  during 
his  imprisonment.  I  do  not  say  this  in 
criticism  of  Mandela— why  shouldn't 
he  '  vc  in  comfort— but  rather  to  crit- 
icize -^he  U.S.  media,  which,  to  keep 
the  sr.  .  s  ^ironic-  md  dramatic,  delib- 


erately censor  the  nuances  of  an  in- 
credibly complex  society.  One  cannot 
understand  South  Africa  through 
sound  bites. 

Many  Americans,  particularly 
Black  Americans,  feel — when  they 
even  know  they  exist — that  Mango- 
suthu  Buthelezi  and  his  Inkatha  orga- 
nization are  pawns  of  the  South  Afri- 
can government.  I  do  not  know.  I  only 
know  I  was  very  impressed  with  Zora 
Kumalo,  principal  urban  representa- 
tive of  the  KwaZulu  government,  and 
the  volume  of  information  she  gave 
me  about  Inkatha.  And  impressed 
with  the  depth  of  that  information. 

I  have  to  question  why  Western 
governments  are  so  determined  to 
place  the  African  National  Congress 
in  power  in  South  Africa.  I  would  like 
to  have  sat  down  with  Nelson  Man- 
dela, or  Walter  or  Albertina  Sisulu, 
but  they  were  not  available  during  my 
stay.  I  did  talk  with  Dr.  Nthato  Mot- 
lana,  a  member  of  the  anc,  but  re- 
ceived no  written  information  on  the 
Congress'  agenda. 

I  also  have  to  wonder  why  the  U.S. 
government,  which  is  barely  interest- 
ed in  what  happens  to  Blacks  in  Har- 
lem or  in  Roxbury,  should  care  so  very 
deeply  what  happens  to  Blacks  in 
Soweto  or  in  Cross  Roads,  more  than 
5,000  miles  away.  I  suppose  it  is  easier 
to  pass  laws  about  conditions  far  away 
than  it  is  to  deal  with  things  in  our 
own  backyard.  Especially  when  the 
situation  abroad  is  reduced  to  simple 
but  unrealistic  terms  by  the  media 
and  by  our  politicians. 

You  can  save  your  letters  accusing 
me  of  being  an  apologist  for  the  White 
government  of  South  Africa.  I  know 
that  Cross  Roads  and  McDonald's 
Chicken  Farm  might  not  exist  with- 
out the  abomination  of  apartheid.  But 
nothing  will  change  what  happened 
between  1948  and  yesterday.  It  mat- 
ters little  that  the  National  Party  cre- 
ated this  monster.  It  is  imperative 
now  for  positive  change  to  continue. 

South  Africa's  problems  are  so  com- 
plex and  so  numerous  that  it  is  hard  to 
see  a  solution.  And  whatever  the  solu- 
tion, it  is  not  going  to  be  a  simple  one. 
What  South  Africa  needs  is  time.  The 
question  is  whether  it  will  be  allowed 
that  luxury. 

The  truth  is  bad  enough  in  South 
Africa.  But  there  is  no  solution  in 
chanting  the  familiar  political  slogans 
of  race  versus  race  and  left  versus 
right.  The  only  hope  in  this  uniquely 
tragic  situation  is  the  creation  of  a 
genuinely  multiracial  society.  I  resent 
U.S.  pohticians  and  U.S.  media  that, 
in  reducing  South  Africa  to  a  simple 
game  of  White  power  versus  Black 
power,  distort  this  truth.  ■ 
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The  man  whose  Kfe  is  an  event. 


Manager.  Merchandiser.  Advisor  to 
the  renowned.  Mark  McCormack  is 
as  celebrated  as  the  notables  he  rep- 
resents. As  a  lawyer,  author  and 
competition  golfer,  he  brings  a  broad 
spectrum  of  skills  to  his  success. 

Mr.  McCormack  studied  law  at 
Yale,  taught  it  to  the  military  and 
later  joined  the  law  firm  of  which  he 
is  still  a  partner. 

As  a  golfer,   he  qualified  for, 
several  U.S.  and  British  Amateurs 
and  one  U.S.  Open. 

Rolex,  Oyster  Perpetual.  Day-Date  ano  President  are  trademarks 


His  business  evolved  from  this 
rare  combination  of  talents.  Golfing 
led  him  to  his  first  client,  Arnold 
Palmer.  His  legal  training  established 
their  professional  relationship. 

Two  decades  later,  Internation- 
al Management  Group,  founded  and 
directed  by  Mark  Hume  McCormack, 
is  the  largest  organization  of  its  kind 
in  the  world.  And  its  services  are  as 
multi-faceted  as  its  founder,  ranging 
from  sports  marketing  to  television 
production,  celebrity  representation 


to  money  management. 

Mark  McCormack  lives  a  jet- 
paced  life.  He  travels  constantly, 
meeting  with  clients,  lecturing  and 
visiting  his  more  than  40  offices 
from  London  to  New  York,  Sydney 
and  Hong  Kong. 

As  a  man  of  accomplishment, 
Mark  McCormack  is  well-matched 
with  his  Rolex.  As  a  man  in  near- 
perpetual     motion,  . 
he  is  well-served                ^if 
byusreliabUity,       j^Q^gX 


Write  for  brochure.  Rolex  Watch  U.S.A.,  h 


Ih 


wnn  matchmg  18kt  gold  President  bracelet. 
t.  966,Rolex  Building,  665  Fifth  Avenue,  New  York,  N.Y.  10022.  ©1990. 


€b,guaihquipmem(.orporanon,ivvu,  1  "<-•  Wui  IaL  Logo/vAXciustcr,  l;B,tp,  and  DigitaJ  has  it  nou-a,c  truduiurksofDi^ilal  Equipment  Corp. 
The  DATA  Group  Corporation,  The  DATA  Group  is  a  NYNEX  company.  *''NYNEX  is  a  registered  trademark  of  NYNEX  Corporation. 
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"Transaction 
processing  £tx)m 

Dkitalndps 

Befc  Howell 

provide  customer 

service  as  feist  as 

our  equipment." 


...  "'I    .   I  ' 


James  E.  Weldon 

President 

Bell  &  Howell 

Phillipsburg  Company 


"Uptime  is  critical  for  our  high- 
speed letter  insertion  and  sorting 
equipment.  So  our  reputation 
depends  on  providing  the  best 
customer  service.  Digital  helps  us 
meet  our  goal  of  having  one  of  our 
technicians  on-site  within  three 
hours  of  receiving  a  service  call. 

"The  DECtp™  application  resides 
on  a  VAXcluster™  system  running 
FIELDWATCH*  software  in 
Chicago  and  handles  30,000  service 
dispatch  calls  each  week.  It  gives 
the  service  managers  in  each  of  our 
50  field  offices  immediate  access  to 
customer  information,  parts  inven- 
tories, and  technician  availability. 
So  they  can  quickly  allocate  resources 
and  prioritize  responses  to  provide 
the  best  possible  service. 

"Digital  s  unique  knowledge  of 
transaction  processing  and  their 
capability  to  partner  with  leading 
third-party  software  solutions  like 
FIELDWATCH  from  The  DATA 
Group,  a  InIYNEX**  company,  let  us 
implement  the  system  much  faster 
and  at  a  lower  cost.  And  Digital  s 
single  architecture  simplifies  train- 
ing. Now,  more  than  ever,  we  can 
be  much  more  responsive  to  our 
customers." 

The  rewards  of  working  together. 

Digital  s  transaction  processing 
puts  information  into  the  hands  of 
the  people  who  need  it,  to  improve 
customer  satisfaction  and  help  pro- 
vide a  competitive  advantage. 

Today,  with  transaction  process- 
ing applications  and  expertise  to 
help  you  build  systems  for  sharing 
information  throughout  your  busi- 
ness. Digital  gives  you  an  elegantly 
simple  way  for  your  people  to  work 
together  more  productively,  more 
creatively,  more  efficiently, 
more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  K29,Maynard,  MA  01754-2198. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work      7^:^:4-^1 
together  like  Ul^lldi 

never  before.  n^^S 

it 
now. 


An  oil  tanker  pulling  into  Singapore's  booming  deepwater  harbor 

Midway  between  the  oil  exporters  of  the  Middle  East  and  the  big  consu^ 


of  Northeast  Asia. 


Phtxographs  b\-  Ian  UcntJ 


Strategically  sittcated,  with  a  fine  deepwa- 
ter port  and  a  supportive  government,  Sin- 
gapore has  become  the  nerve  center  for  the 
Asia-Pacific's  booming  oil  economy. 


Houston  of  Asia 


By  Andrew  Tanzer 


Tl  HE  WINDOW  in  Bert  Lotgering's 
office  in  Shell  Tower,  Singa- 
pore, looks  out  on  the  city- 
state's  magnificent  harbor,  the 
world's  busiest.  Lately  that  port  has 
been  jammed  with  leviathan  oil  tank- 
ers disgorging  their  cargoes  of  crude 
oil.  "Singapore,"  explains  the  director 
of  supplies  and  trading  for  Shell  East- 
em  Petroleum,  "is  the  Houston  or 
Rotterdam  of  the  East." 

Singapore?  The  245 -square-mile 
tropical  island  produces  no  petroleum 
and  is  a  small  market  for  refined  oil 
products.  Yet  the  newly  industrial- 
ized country  is  the  nerve  center  of  the 
Asia-Pacific's  oil  economy  and  a  chief 
beneficiary  of  the  region's  burgeoning 


thirst  for  oil  (Forbes,  May  14]. 

Singapore  is  the  world's  third-larg- 
est oil  refining  center,  after  Houston 
and  Rotterdam,  with  a  capacity  of 
about  1  million  barrels  a  day.  The 
republic's  five  refineries,  owned  by 
Shell,  Exxon,  Mobil,  bp  and  a  consor- 
tium of  BP,  Caltex  and  Singapore  Pe- 
troleum Co.,  arc  currently  some  of  the 
world's  most  profitable  because  of  a 
large  shortfall  of  refining  capacity  in 
th .;  region. 

T'  ^  r-i'-.y-state  is  the  oil-trading  cen- 
ter ot  Asia;  Singapore  prices  for  re- 
fined products  are  the  benchmark  for 
spot  contracts  in  the  rcipon.  Last  year 
the  Singapore  Intern; '.  '  M.-^netary 
Exchange  (simex)  laun.  -^  first 

oil  futures  market. 

The  ha. iXT  includes   •;  • 


largest  oil  storage  and  distribution  fa- 
cilities. The  island's  marine  industry 
has  some  of  the  world's  largest  oil 
tanker  repair  yards  and  the  biggest 
offshore  oil-rig  builder,  Far  East  Lev- 
ingston  Shipbuilding.  A  petrochemi- 
cal complex  that  includes  a  400,000- 
ton-a-year  ethylene  cracker  was  in- 
vested in  by  Shell,  the  Singapore 
government  and  a  Japanese  consor- 
tium; the  complex  is  the  largest  in 
Southeast  Asia. 

The  island's  booming  oil  sector  de- 
veloped because  of  Singapore's  strate- 
gic location,  superb  deepwater  harbor 
and  some  clever  government  industri- 
al planning  designed  to  lure  foreign 
investors  and  promote  linkage  and  in- 
tegration in  the  industry. 

Situated  in  the  Straits  of  Malacca, 
at  the  crossroads  of  the  Indian  Ocean 
and  the  South  China  Sea,  Singapore  is 
about  midway  between  the  oil  export- 
ers of  the  Middle  East  and  the  big 
consumers  of  Northeast  Asia.  Rough- 
ly in  the  center  of  Southeast  Asia,  the 
deepwater  harbor  can  handle  very 
large  crude  carriers. 

The  government  fostered  develop- 
ment of  the  industry  by  offering  in- 
centives such  as  tax  holidays,  invest- 
ment allowances  and  accelerated  de- 
preciation for  projects  it  wanted  to 
encourage.  It  provided  infrastructure 
by  supplying  outlying  islands  and  re 
claimed  land  to  oil  refiners.  Besides 
promoting  the  oil  industry,  the  gov 
crnment  seeks  to  generate  business 
for  the  financial  center's  banking,  ma- 
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Repairing  and  refitting  in  the  world's  biggest  offshore  rig  builder,  Far  East  Levingston  Shipbuilding 
Tfie  istand's  marine  industry  also  has  some  of  the  world's  largest  oU  tanker  repair  yards. 


rine  insurance,  communications  and 
port  facilities. 

"Singapore  is  the  prime  example  of 
the  proactive  recruitment  of  foreign 
capital,"  comments  A.V.  Liventals, 
chairman  of  Mobil  Oil  Singapore,  Ma- 
laysia and  Thailand.  To  stimulate  oil 
trading,  for  example,  the  government 
last  year  cut  the  income  tax  rate  for 
approved  oil  traders  from  the  normal 
32%  corporate  tax  rate  to  10%,  and 
encouraged  Europe's  largest  indepen- 
dent oil  storage  firms  to  set  up  tank 
farms  in  Singapore. 

The  backbone  of  the  sector  is  Singa- 
pore's unusually  efficient  and  flexible 
export  refineries.  Oilmen 
call  these  balancing,  or 
swing,  refineries,  v^rhich 
fill  the  constantly  shifting 
product  deficits  in  the 
Asia-Pacific  region.  "Sin- 
gapore exists  to  fill  gaps  in 
refining  capacity,"  ex- 
plains Lotgering.  "You 
can't  telPwhere  demand 
will  come  from  tomor- 
row, or  in  what  product." 

So  the  key  is  to  invest  in 
flexible  refineries  that  can 
handle  dozens  of  crude 
oils  from  the  Middle  East, 
Asia  and  Australia  and 
can  easily  respond  to  a 
market  demanding,  for  in- 
stance, more  high-octane 
gasoline  and  low-sulfur 
fuel  oil.  "We  thrive  on  the 
fact  that  we're  not  tied  to 


one  or  two  crudes,"  says  Mobil's  Li- 
ventals. "We'll  run  anything  for  any- 
body at  the  right  price." 

Demand  in  the  region  is  shifting 
from  heavy  fuel  oil  for  power  plants  to 
transportation  fuels  such  as  diesel,  jet 
fuel  and  gasoline,  and  naphtha  for  pet- 
rochemicals. So  Singapore's  refineries 
are  investing  heavily  in  technology 
such  as  hydro  and  catalytic  crackers 
to  convert  heavy  fuel  oil  to  middle 
distillates  and  light  products.  Shell, 
Exxon  and  Mobil  are  investing  over 
$500  million  in  expanding  their  sec- 
ondary processing  capacity  in  a  bid  to 
squeeze  more  value  from  the  barrel. 


Shell  Eastern 's  Bert  Lotgering 

"Singapore  exists  to  fill  gaps  in  raining  ci^tacity 


How  long  will  the  good  times  con- 
tinue? The  demise  of  the  Singapore 
refining  industry  has  been  predicted 
many  times.  Some  analysts  expected 
the  huge  Persian  Gulf  export  refiner- 
ies that  sprang  up  in  the  mid-1980s  to 
drown  the  industry.  They  apparently 
forgot  the  industry  rule  of  thumb  that 
it's  cheaper  to  transport  crude  oil  than 
refined  products  long  distances. 

Now  some  analysts  predict  the  re- 
finery projects  announced  in  coun- 
tries like  Thailand,  Malaysia,  Indone- 
sia and  India  will  plug  refining  short- 
ages in  those  countries  and  create  new 
competition  for  Singapore.  This  over- 
looks the  pattern  of  the 
region's  governments, 
which  have  usually 
moved  at  a  snail's  pace  on 
massive,  capital-intensive 
projects.  "By  the  time 
their  refineries  come  on 
stream,  demand  will  out- 
strip them,  '  states  Enrico 
Sismondo,  managing  di- 
rector of  Caltex  Services. 
"It's  unlikely  they  will 
build  them  fast  enough." 
Singapore,  with  its  flex- 
ible, export-hardened  re- 
fineries, superb  infra- 
structure and  aggressively 
probusiness  government, 
should  stay  one  step 
ahead.  Adds  Sismondo: 
"Singapore  has  some  of 
the  leanest,  meanest  re- 
fineries in  the  region."   ■ 
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In  the  old  days,  a  debt  was  an  obligation  and  bankruptcy  was  a 
disgrace.  Sowadaxs  bond  issuen  concoct  ever  more  ways  to  stiff 
investors.  Boudboldeis  are  beginning  to  leant  J?ow  to  fight  back. 


Enough 
already ! 


By  MadtUitew  Scfaifria 


Tl  H£  OFFE&  THAT  TH£  O^TieiS  of 
Univision  Holdings  put  to  their 
bcHMJboldeis  in  February  gave 
new  meaning  to  die  word  chutqjah. 
Hiey  declared  that  they  were  going  to 
buy  the  Univision  bomls  back  at  less 
than  50  cents  on  the  dcSba.  Here  was 
a  defaulting  debtor  saying,  in  effect,  to 
its  creditors:  We  don't  have  the  cash 
to  r^>ay  the  full  amount,  so  why  d<xi't 
you  fust  take  less? 

And  who  was  behind  the  pocn  credi- 
tor who  couldn't  pay?  None  other 


than  the  Hall  family  of  Kansas  City, 
billionaires  who  own  Halhnark,  tiie 
nation's  biggest  gteetiog  card  compa- 
ny.  Time  was  when  amf^  hooor 
would  have  required  that  the  Halls 
make  their  creditois  wfac4e.  Not  so 
today.  The  Halls  apparently  tfaoc^t 
nodiing  of  using  their  power  to  shon- 
change  peofde  ndio  woe  focrfish 
enougji  to  lend  them  money  in  a  noo- 
reconrse  deaL 

Hallmark  Corp.  and  First  Chicago 
Ccxp.  borrowed  $600  millioa  in  mid- 
1988  to  finance  their  pordiase  of  Uni- 
vision, a  Spani^-language  broadcast 


netwodL.  Of  that  total,  half  was  bank 
delic  and  another  $270  milhoa  was  in 
two  issDcs  of  innk  bands.  The  bonds 
went  into  default  in  March,  when 
Univisian  missed  an  interest  pay- 
ment. But  the  Halls  and  their  partners 
didn't  propose  to  give  up  equity  in 
Univisiaa  m  a  recapttabzatioa.  Rath- 
er, tfaey  mupologetically  offered  to 
boy  hack  the  two  iunk  bonds  for  30 
cents  and  45  cents  on  the  dcrflar.  By 
what  right  did  a  debtor  declare  that  it 
woaU  repay  creditois  kss  than  it 
owed  them?  Good  question. 
Under  the  Law  in  most  Western 


Texas  Air  Cbamnan  Frank  Lorenzo 
eT9d.itors  mutifiied. 


^ 


^  r  iqe  offer  m  little 
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Who  Covers  Business 
Insurance  From  A  toZ? 


Zitfich-American.  We  cover  business  after  business. 
Inside  and  out.  Front  to  back.  Start  to  finish.  In  short, 
we  make  it  our  business  to  know  yours. 

It's  a  special  approach.  One  that  enables  us  to  pro- 
vide creative  solutions  to  your  insurance  needs.  And  to 
follow  through  with  truly  helpful,  dependable  service. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
70  countries,  we  have  the  capacity  to  make  a  world  of 
difference  for  you  at  home  or  abroad. 

So  make  sure  you're  covered  from  A-Z.  Just  ask 
about  Z-A.  Zurich-American. 


ZURICH-AMERICAN 

:^       INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company 'American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg.  IL  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  CROUP 


countries— and  in  the  U.S.,  for  most 
of  its  history— a  defaulting  debtor  has 
Uttle  right  to  insist  on  anything.  The 
debtor's  property  is  aucrioned  off.  The 
cost  of  administering  the  bankruptcy 
is  taken  off  the  top,  and  creditors  are 
paid  out  of  the  balance.  Only  in  the 
unlikely  case  that  creditors  are  repaid 
in  full,  with  interest,  does  the  debtor 
have  any  right  to  recover  some  of  his 
property.  Lenders  have  the  upper 
hand.  Debtors  are  subservient. 

Tlhat's  why  Australian  conglomera- 
tor  Alan  Bond  is  scrambling  to  save 
his  highly  leveraged  empire.  The 
bankruptcy  laws  in  Australia  have 
scant  provision  for  reorganization.  If 
you  owe  and  you  can't  pay,  your  credi- 
tors can  liquidate  your  company. 

In  the  U.S.  today  the  tables  are 
turned.  The  operator  of  a  bankrupt 
company  can  easily  stay  in  control 
while  it  is  reorganized.  He  may  not 
have  to  give  up  any  ownership  to  keep 
the  company  going  and  to  keep  the 
creditors  at  bay.  Borrowers  have  the 
upper  hand.  Lenders,  especially  lend- 
ers who  lend  by  buying  bonds,  are 
subservient.  Heads,  the  equity  owners 
win;  tails,  the  bondholders  lose.  How 
did  we  get  into  this  unfair  situation? 

Charles  Tatelbaum,  a  Tampa  bank- 
ruptcy lawyer  who  is  a  director  of  the 
American    Bankruptcy    Institute    in 


Washington,  D.C.,  rraces  a  thread  of 
debtor  leniency  back  to  the  1780s. 
The  Constitution  gives  Congress  the 
power  to  write  national  bankruptcy 
laws.  Some  of  the  colonists  were 
themselves  refugees  from  Europe's 
debtor  prisons,  and  their  goal  was  to 
give  the  national  legislature  the  op- 
tion to  override  the  states  if  the  states 
treated  debtors  too  harshly.  So  the 
U.S.  started  off  with  an  attitude  that 
debtors  deserve  more  sympathy  than*^ 
creditors. 

Congress  largely  ignored  its  bank- 
ruptcy powers  until  the  Bankruptcy 
Act  of  1 898,  enacted  in  the  wake  of  a 
severe  depression  that  put  a  third  of 
the  country's  railway  trackage  into 
receivership.  The  law  started  with  the 
premise  that  a  failing  business  could 
sometimes  be  financially  reorganized 
into  a  profitable  one.  Railroads,  in  par- 
ticular, were  too  vital  to  the  public 
interest  to  be  liquidated.  Rather  than 
have  the  sheriff  auction  off  the  loco- 
motives and  tear  up  track  for  scrap,  a 
judge  would  tear  up  the  balance  sheet. 
In  this  reorganization,  the  former 
owners,  the  stockholders,  would  be 
dispossessed,  but  the  business  would 
keep  operating.  Rail  reorganizations 
were  spelled  out  in  Chapter  VIII.  Oth- 
er businesses  that  could  be  financially 
restructured  into  profitable  entities 
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Wljeeler-dealer  Mesljulam  Riklis 
The  paper  trader. 


Rothschild  Inc.  workout  <pecialist  Wilbur  Ross 

Turning  the  Vnivision  offer  from  a  scalping  into  a  haircut. 


were  covered  m  Chapter  XI. 

As  liberal  as  the  reorganization  con- 
cept was  in  a  day  when  most  other 
countries  treated  defaulting  debtors 
as  criminals,  the  Bankruptcy  Act  was 
still  largely  designed  for  the  benefit  of 
creditors.  After  all,  they  might  stand 
to  recover  more  of  their  money  if  they 
took  over  a  potentially  profitable 
business  than  if  they  auctioned  off  its 
plant  and  equipment.  To  draw  an 
analogy:  A  bank  foreclosing  on  a 
house  does  not  bulldoze  the  structure 
and  sell  the  copper  gutters  for  scrap. 

Chapter  VIII  provided  a  handsome 
living  to  fmancicrs.  J. P.  Morgan 
reorganized  so  many  busted  railroads 
that  his  work  in  this  field  was  known 
as  "Morganization."  Morganization 
encouraged  European  debt  holders  to 
swap  their  paper  for  new  bonds  with 
lower  rates  or  for  equity.  Half  a  centu- 
ry later,  Edward  Ball,  trustee  for  the 
estate  of  Alfred  I.  du  Pont,  gained  con- 
trol of  the  Florida  East  Coast  Railway 
by  holding  56%  of  its  defaulted  mort- 
gage bonds.  A  number  of  Wall  Street 
fortunes  started  with  astute  pur- 
chases of  defaulted  rail  bonds  during 
the  194()s. 

But  keep  this  in  mind:  Though  this 
kind  of  reorganization  kept  the  credi- 
tors from  grabbing  the  assets,  it  usual 
ly  delivered  the  reorganized  company 
into  their  hands.  The  stockholders 
were  last  in  line. 

Eighty  years  after  the  first  major 
bankruptcy  act,  Congress  pas.scd  an 
other  one,  far  more  lenient  in  its  treat- 
ment of  debtors.  The  1978  statute 
stripped  away  some  of  the  rights  of 
secured   creditors   and   strengthened 
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Asia      Series 


On  your  day  off,  you'll  find  Seoul 
has  many  interesting  features. 


Seoul  is  known  as  a  great  place  for 
bargains,  and  Itaewon  is  one  of  the 
best  places  to  find  them.  Seoul  also 
has  many  other  attractions.  Walking 
tours  and  trips  outside  the  city  pro- 
vide a  look  at  Korean  culture.  So,  if 
you're  there  on  business,  take  time 
to  see  Seoul  at  more  than  face  value. 

Zone  out 

At  the  38th  Parallel  lies  the  Demili- 
tarized Zone  (DMZ).  Once  there,  you 
can  visit  Panmunjom,  site  of  the 
armistice  that  ended  the  Korean  War 
Don't  miss  the  240-foot -deep  tunnel, 
cut  into  bedrock,  that  heads  toward 
Seoul.  For  a  full-day  tour  phone  the 


Korea  Travel  Bureau  (tel.  2-585-1191) 
two  days  before  you  want  to  go. 

Visit  the  folks. 

The  Korean  Folk  Village,  just  outside 
Seoul,  is  a  living  museum  in  which 
potters,  weavers,  millers,  blacksmiths 
and  other  craftsmen  recreate  the  life- 
styles of  times  past.  The  major  hotels 
have  information  about  day  trips. 

standing  tall. 

Rising  high  above  Seoul's  skyline  is 
the  Daehan  Life  Insurance  Building, 
or  "Golden  Tower,"  the  tallest  build- 
ing in  Asia.  From  its  observation  deck 
on  the  60th  floor  you  can  see  as  far 


as  North  Korea.  There  are  a  variety 
of  restaurants  here  too.  For  more 
information,  call  789-5663/50. 

Northwest  notes. 

Northwest  has  more  flights  to  Seoul 
than  any  other  U.S.  airline— and  from 
there  we  can  take  you  to  other  busi- 
ness centers  throughout  Asia.  Plus, 
we  offer  something  no  other  U.S.  air- 
line can:  the  knowledge  that  comes 
from  over  40  years  of  helping  people 
do  business  in  Asia.  For  international 
reservations  call  your  travel  agent 
or  Northwest  at  1-800-447-4747.  To 
find  out  more  about  doing  business 
in  Asia  call  1-800-553-2215,  ext.  182. 
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Amy  Minella  ofDeltec 
Ready  to  battle  Southland. 


the  hand  of  debtors  who  want  to  con- 
trol a  business  while  it  lies  in  bank- 
ruptcy court.  The  liberalized  law  en- 
abled Frank  Lorenzo's  Texas  Air  to 
abrogate  union  contracts  at  Continen- 
tal Airlines,  without  ceding  any  own- 
ership in  Continental,  and  helped 
Texaco  waltz  in  and  out  of  bankrupt- 
cy as  a  litigation  ploy.  A  later  amend- 
ment forbids  a  repetition  of  the  Lor- 
enzo gambit,  but  in  other  ways  the 
trend  favoring  debtors  continues  to- 
day. In  a  recent  ruling  in  the  ltv  case. 
Bankruptcy  Judge  Burton  Lifland 
handed  down  a  decision  stating  that 
bondholders  receiving  notes  in  an  ex- 
change offer  prior  to  bankruptcy  were 
not  entitled  to  claim  their  original 
value  in  bankruptcy. 

All  this  has  prepared  the  way  for  the 
current  rape  of  junk  bond  holders 
by  companies  such  as  Hallmark.  Such 
lax  provisions  have  helped  create  a 
situation  today  where  the  word 
"bond"  carries  little  of  its  original 
meaning  and  covenants  are  nothing 
more  than  nuisances  for  issuers  to 
circumvent.  In  short,  bondholders  are 
getting  stiffed.  Holders  of  junk  bonds 
are  in  the  worst  position,  since  they 
almost  never  have  secured  positions 
(liens  on  particular  assets). 

Thus,  Ralph  Ingersoll  is  offering 
holders  of  $240  million  in  Communi- 
ty Newspaper  bonds  around  45  cents 
on  the  dollar  only  18  months  after  the 
bonds  were  issued.  Do  the  cooperat- 
ing bondholders  receive  any  equity 
stake  in  return?  Not  at  all.  But  Inger- 
soll aims  to  intimidate  them  into  ac- 


cepting. He  says  that  if  he  can  get 
51%  of  bondholders  to  tender  he  will 
change  the  covenants  to  allow  hini  to 
strip  the  company  of  assets. 

Southland  Corp.'s  controlling 
shareholders  are  offering  another  raw 
deal  to  bondholders.  This  highly  le- 
veraged buyout  is  not  making  enough 
from  its  7-Eleven  convenience  stores 
to  cover  interest  and  capital  expendi- 
tures, and  the  bonds  are  trading  at  as 
little  as  8  cents  on  the  dollar.  The 
present  shareholders  are  the  founding 
Thompson  family,  then  centimillion- 
aires  who  took  the  company  private 
in  late  1987.  They  have  arranged  a 
sale  of  most  of  the  stock  to  a  Japanese 
concern,  with  these  terms:  The  public 
bondholders  would  give  up  over  two- 
thirds  of  their  creditor  claims  in  re- 
turn for  zero  coupon  bonds  and  a  10% 
equity  stake  in  the  firm.  The  bank 
lenders  would  get  100  cents  on  the 
dollar.  The  controlling  Thompson 
Group  would  keep  15%  of  the  equity. 
Thompson's  deal  is  worth  around  7 
cents  on  the  dollar  to  junior  bond- 
holders and  35  cents  to  senior  subor- 
dinated bondholders. 

There  are  other  ways  to  pick  bond- 
holders' pockets  than  by  cheap  tender 
offers.  International  Controls'  Arthur 
Goldberg  and  his  partners  left  credi- 
tors hanging  after  a  series  of  mergers 
allowed  them  to  circumvent  bond 
covenants  and  syphon  off  over  $135 
million  in  cash  (see  Forbes,  Apr.  16). 
Meshulam  Riklis  is  another  deft  ma- 
neuverer  of  corporate  assets.  His 
game:  trading  assets  that  stand  behind 
publicly  traded  bonds,  like  liquor  dis- 
tributor Schenley  Industries  and  toi- 


letries company  Faberge,  for  paper 
such  as  lous  from  other  companies  he 
controls.  In  this  way  he  has  siphoned 
at  least  $700  million  out  of  the  reach 
of  bondholders  over  the  last  several 
years.  Not  surprisingly,  the  40  bond 
issues  backed  by  two  of  his  companies 
(Rapid  American/McCrory  Corp.  and 
E-II  Holdings)  trade  at  default  prices. 
Riklis  now  aims  to  deliver  a  coup  de 
grace  to  the  woebegone  bondholders 
in  E-II  Holdings:  He  has  recently  of- 
fered to  buy  them  out  at  about  68 
cents  on  the  dollar. 

Think  of  the  present  situation  in 
these  terms:  You  buy  a  house  for 
$150,000,  borrowing  $135,000  from 
the  bank.  A  year  later  you  can't  pay 
the  interest.  You  will,  of  course,  prob- 
ably lose  the  house.  But  if  your  credi- 
tor were  a  junk  bond  holder  instead  of 
a  bank  and  you  owned  a  business  in- 
stead of  a  house,  you  might  force  him 
to  cut  the  debt  in  half  and  leave  you  in 
possession  of  the  house.  Outrageous? 
It  happens  every  day  now,  what  with 
the  country  plastered  with  $300  bil- 
lion in  junk  bond  paper,  including  pri- 
vate placements. 

"Investment  banks  have  always 
been  masters  at  dividing  and  conquer- 
ing bondholders,"  gripes  Jerome  Mul- 
downey,  president  of  Investment  Ad- 
visers, Inc.,  a  $3.5  billion  money- 
management  arm  of  American 
International  Group.  "We  put  up 
more  capital  than  stockholders  but 
we  have  never  organized  our  econom- 
ic clout.  We  are  courted  when  they 
want  a  deal  and  then  forgotten  when 
the  deal  is  done." 

"The  issuers  are  trying  to  make  us 


BondUcn  tew  s  Jack  Ackerman 
Organize  or  perish. 
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Introducing  the  telecommunications 
management  report  so  advanced 


it  deserves  the  world's  most 
advanced  demonstration. 


Gall,  fax  or  send  for  your  free  demonstration  disk. 


If  you're  tired  of  sifting  through  endless  phone  bills  from  all  your 
locations,  you  need  MCI  Portfolio^' 

Our  free  demonstration  disk  shows  why  Portfolio  is  the  most  compre- 
hensive telecommunications  management  report  available  today 

Portfolio  integrates  the  information  you  need  from  a  wide  range  of 
MCr  services  and  from  all  your  locations  into  a  single,  concise  report.  It 
lets  you  develop  a  completely  individualized  reporting  format  that  mirrors 
your  company's  structure.  Now  you  can  tailor  your  report  to  meet  corpo- 
rate, divisional  and  branch  office  needs. 

See  why  better  telecommunications  reporting  p 

means  better  cost  control  for  your  whole  company 


I  □  Yes!  Please  send  me  my  free  MCI  Portfolio 
demonstration  disk. 


n 


MCI 

Let  us  show  you: 


Name- 


(Please  Print) 


Address- 


City- 


Business  Phone  Number  l_ 


State- 


Zip- 


Average  monthly  phone  bill 

Mail  to:  MCI  PORTFOLIO  DISK,  230  Schilling  Plaza  South 
I  3rd  Floor  Hunt  Valley  Maryland  21031  i 

©  MCi  Communications  Corporation,  1990, 


Jerome  Muldoumey  of  American  International  Group 

"Investment  banks  have  been  masters  at  dividing  and  conquering.' 


relieve  that  we  better  take  these  deals 
because  we  have  no  choice/'  says 
junk  bond  manager  Amy  Minella, 
whose  firm,  Deltec  Asset  Manage- 
ment, is  a  lead  bondholder  in  South- 
land. "The  wonderful  thing  is  I  can 
say  no,  and  now  a  system  is  develop- 
ing where  we  organize  quickly  and 
negotiate  these  things." 

One  way  they  are  organizing  and 
becoming  better  informed  is  through 
an  association  that  collects  and  dis- 
tributes information  about  defaults, 
and  passes  along  advice  on  how  to 
deal  with  exchange  offers  (see  box,  p. 


134j.  So  far,  Community  Newspaper 
bondholders  have  resoundingly  reject- 
ed Ingersoll's  tough  offer.  So,  too,  at 
Southland,  where  bondholders  en- 
courage the  Japanese  takeover  but 
want  a  higher  bid  and  a  bigger  piece  of 
the  money.  Riklis  doesn't  seem  to  be 
getting  anywhere  with  his  offer  for  E- 
II  Holdings  bonds. 

After  years  of  being  beaten  up  in  the 
courts  and  on  Wall  Street,  creditors 
may  begin  to  get  more  sympathetic 
treatment.  In  the  pending  Eastern  Air 
Lines  bankruptcy,  unsecured  credi- 
tors (mostly  trade  creditors)  have  per- 


Overdepressed? 

Most  of  these  bonds  in  troubled  companies  are  undergoing  debt  reorgani- 
zations. Some  smart  junk  players  believe  they  are  trading  below  liquida- 
tion values — perhaps  because  a  lowball  reorganization  offer  looms. 

Company/bond 

Amount 

outstanding 

($mil] 

Recent 

price 

per  $1,000 

Minimum 
liquidation 

value 
per  $1,000 

In 

default 

Allegheny  Intl/lO'As  of  '99 

$66.5 

$380 

$410 

yes 

Ampex  Group/13i/4S  of  '99 

300 

420 

450 

no 

General  Development/1 1'/ss  of  '95                      12.S 

i\} 

350 

yes 

Insilco/15s  of  '99 

270 

V  S  '._  ) 

^50 

no 

LTV/9.5S  of  '95 

100 

\'J0 

yes 

Southland/lSVasof '97 

350 

ly. 

no 

Sources:  McCctnhy,  Crisanli  &  Maffei,  Itic;  Deltec  Asset  Management:  Horvl 

suaded  the  court  to  throw  out  Texas 
Air  Chairman  Frank  Lorenzo  in  favor 
of  an  outside  trustee.  Likewise,  credi- 
tors ot  Griffin/Resorts  sent  the  com- 
pany into  bankruptcy  and  forced  prin- 
cipal Merv  Griffin  to  put  in  another 
$30  million  and  surrender  much  of  his 
equity  stake  to  the  bondholders. 

Bondholders  are  gathering  forces, 
with  the  help  of  such  intermediaries 
as  Jack  Ackerman.  He  is  president  of 
New  York  City-based  investment  ad- 
visory firm  BondReview,  Inc.  When  a 
deal  gets  into  trouble,  Ackerman  taps 
his  bond  market  sources  and  orga- 
nizes an  informal  committee  of  insti- 
tutional bondholders,  who  then  de- 
mand better  terms.  Ackerman  gets 
paid  a  flat  monthly  fee  by  the  debtor 
companies.  His  current  projects  in- 
clude Circle  K,  Ames  Department 
Stores  and  Interco. 

Ackerman  got  Rothschild  Inc.  in- 
vestment banker  Wilbur  Ross  to  ne- 
gotiate a  Univision  settlement  in 
which  Hallmark  agreed  to  sweeten  its 
first  offer  to  Univision  bondholders. 
The  new  deal  won  92%  approval  of 
bondholders  for  the  revised  bid  of  55 
cents  on  the  dollar,  25%  higher  than 
the  first  offer  in  February,  but  still 
way  below  par  value.  "Nobody  was 
thrilled,"  admits  Ackerman.  Adds 
Ross:  "Bondholders  agreed  the  alter- 
native was  a  long,  costly  bankruptcy 
that  might  have  cost  Univision's  tv 
stations  and  network  key  personnel 
and  a  large  number  of  viewers." 

Perhaps  the  most  promising  sign 
that  bondholders  arc  going  on  the 
offensive  comes  from  the  vulture  cap- 
italists who  buy  up  distressed  bonds. 
Japonica  Partners,  run  by  two  former 
Goldman,  Sachs  bankers,  now  con- 
trols the  senior  debt  and  is  tendering 
for  junior  debt  of  bankrupt  conglom- 
erate Allegheny  International.  Japoni- 
ca aims  to  take  over  the  company  and 
throw  out  the  senior  management. 

Acadia  Partners,  an  investment 
partnership  backed  by  Robert  M.  Bass 
Group  and  Equitable  Life,  is  currently 
negotiating  for  bondholders  to  gain 
control  of  Easco  Corp.,  an  aluminum 
extruding  company  that  went 
through  a  leveraged  buyout  in  1988. 
Acadia  was  one  of  the  original  buyers 
of  Easco  junk  bonds.  When  business 
soured  and  bond  prices  dropped,  the 
original  equity  sponsors  offered  bond- 
holders a  lowball  exchange  offer.  Aca- 
dia and  other  bondholders  refused  to 
go  along,  and  offered  instead  to  put  up 
new  capital.  As  a  result  of  what  is 
essentially  a  debt-for-equity  swap, 
Acadia  and  the  other  bondholders  will 
soon  control  70%  of  Easco's  equity. 

Similary,  George  Soros'  Quantum 
Fund  has  acquired  a  large  stake  ui 
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SurvivingAoddents.  SubanilfeBuilt 

AReputaticm  Eor Ai^oidiiiglhem. 


The  Volvo  240  has  done  a  fine  job 
of  surviving  accidents.  And  we,  at 
Subaru,  have  always  admired  that. 

So  we  gave  the  new  Subaru 
Legacv  unibodv  construction  like 
the  Volvo  240.' 

But  at  Subaru,  we  think  there's 
something  even  better  than  sur\'iving 
accidents.  And  that's  not  getting  into 
them  in  the  first  place. 

So  unJike  the  240,  the  Subaru 
Lcgac\'  offers  an  optional  anti-lock 
braking  system  (ABS).  A  feature  that 
pumps  your  brakes  automatically  for 
maximum  maneuverability  and  gives 
you  much  greater  steering  control 
during  heavy  braking. 

UnJike  the  240,  the  Subaru  Legacy 


is  available  with  full-time  four  wheel 
drive.  A  more  civilized  form  of  four 
wheel  drive  giving  you  greater  trac- 
tion on  smooth  high  speed  highways 
as  well  as  on  washboard  dirt  roads. 

And  unlike  most  cars  in  the  world, 
the  Subaru  Legaq^  comes  with  both 
four  wheel  disc  brakes  and  indepen- 
dent suspension. 

At  Subaru,  we  know  that  even  cars 
not  involved  in  accidents  can  eventu- 
ally come  apart.  So  every  Subaru  is 
put  together  to  stay  together  through 
conditions  which  drive  other  cars 
into  the  ground.  Of  course,  we  can't 
guarantee  how  long  every  one  of  our 
cars  will  last.  But  we  do  know  93%  of 
all  Subaru  cars  registered  in  America 


since  1979  are  still  on  the  road.* 

And  the  new  Subaru  Legacy  may 
even  surpass  that  record  for  durability. 
A  Subaru  Legacy  his  broken  the  FIA 
World  Speed/Endurance  record  by 
running  19  days  at  an  average  speed 
of  138.8  mph  for  more  than  62,000 
miles.**^ 

So  you  see,  it  wasn't  just  accidents 
the  Subaru  Legacy  was  designed  to 
avoid.  But  junk  yards  as  well 

•R.L.  Polk  &  Q).  Statistics,  July  1,  1988.  *»Validated  by  the 
Federation  Intemitionalc  De  L'Automobile. 

SubaruL^acy 

We  Built  Our  Reputation  By 
Building  A  Better  Car 


■ 


Sharon  Steel's  debt  and  is  seeking 
control  of  some  of  its  assets.  R.D. 
Smith  &.  Co.  took  control  of  Tacoma 
Boatbuilding  in  1987  after  buying  up 
Tacoma  debt. 

For  the  individual  investor,  Bond 
Investor  Association  President  Rich- 
ard Lehmann  offers  two  pieces  of  ad- 
vice. First,  don't  let  an  issuer  take 


back  a  bond  on  a  cheap  tender  offer, 
especially  if  the  issuer  is  not  surren- 
dering any  equity.  Second,  treat  any 
kind  of  maneuvering  by  an  issuer  that 
seems  calculated  to  depress  bond 
prices  as  a  strong  signal  to  hang  tough. 
The  table  on  page  132  lists  six  issues 
that  seem  to  be  artificially  depressed, 
some  by  lowballing  tactics. 


If  ihe  bondholder  revolt  succeeds,  it 
v^ill  cramp  the  style  of  some  free- 
wheeling financiers  but  probably  help 
tomorrow's  borrowers.  It  would  be  no 
vicrory  for  the  debtors  of  the  world  to 
so  dispossess  the  creditors  that  the 
creditors  stopped  lending. 

Clearly,  the  pendulum  has  swung 
too  far.  ■ 


Just  say  no 


Defaulted-bond  expert  Richard  Lehmann  points  to 
an  1867  mortgage  bond  that  is  framed  and  hanging 
on  his  office  wall.  "Back  then  they  used  to  print  inden- 
tures on  sheepskin  so  they  would  last  30  years,"  he 
says.  Back  then  a  bond  was  a  solemn  promise,  too — this 
one  was  backed  by  land. 

Nowadays  bond  indentures — that  is,  the  terms  of  the 
loan — are  in  prospectuses  and  often  not  worth  the  paper 
they  are  printed  on.  As  president  of  the  Bond  Investors 
Association,  a  nonprofit  group  run  out  of  a  modest 
office  in  Miami  Lakes,  Fla.,  Lehmann  tracks  6,000 
defaulted  corporate  and  municipal  bonds  with  a  com- 
bined face  value  of  $50  billion. 

These  days  Lehmaim  and  his  staff  of  eight  are  busier 
than  ever.  Covmting  only  corporate  bonds,  Lehmarm 
says  nearly  $12  billion  face  amount  of  junk  defaulted 
last  year,  and  he  predicts  this  failure  rate  will  more  than 
hold  up  over  the  next  three  years. 

Any  number  of  junk  issuers  are  capitalizing  on  the 
confusion  and  illiquidity  in  the  market  by  buying  back 
bonds  at  fat  discounts.  Lehmann's  advice  to  an  investor 
faced  with  such  an  offer:  Don't  accept  it.  "A  bond- 
holder's biggest  defense  is  that  he  can  throw  a  company 
into  bankruptcy  by  just  saying  no,"  says  Lehmann. 

Indeed,  smart  investors  can  sometimes  see  a  lowball 
offer  coming,  and  take  it  as  a  buy  signal.  An  issuer 
typically  softens  up  the  market  well  in  advance  by 
supplying  only  negative  information  to  investors  and/ 
or  refusing  to  cooperate  with  rating  agencies.  Southland 
Corp.,  for  instance,  started  hinting  about  possible  de- 
fault a  year  ago,  thereby  running  down  prices  on  one  of 
its  bond  issues  to  as  low  as  8  cents  on  the  dollar. 
Confronted  with  such  a  depressed  market,  the  holder 
may  look  with  relief  on  a  buyback  worth  14  cents.  But  if 
bondholders  are  asked  to  take  a  haircut,  what  about  the 
stockholders?  In  theory,  equity  holders  should  be  wiped 
out  before  debt  holders  take  any  loss  at  all.  Lehmann 
recommends  that  Southland  bondholders  reject  the 
company's  offer.  The  lead  institutional  holder,  Deltec 
Asset  Management,  is  doing  just  that. 

Lehmarm,  bom  in  Leipzig,  Germany  47  years  ago,  got 
involved  in  the  murky  world  of  distressed  securities  by 
investing  in  the  defaulted  bonds  of  real  estate  invest- 
ment trusts  in  the  1970s.  In  1983  he  founded  the  Bond 
Investors  Association,  whose  members  pay  $35  a  year 
for  a  service  that  informs  them  of  events  such  as  calls 
and  rating  changes  affecting  their  personal  bondhold- 
ings.  In  1987  Lehman  started  the.  Defaulted  Bonds  News- 
letter (annual  subscription,  $195). 

"Nobody  was  tracking  defaults,  and  if  you  dig  hard 
enough  there  is  a  wealth  of  information  available,"  says 
Lehmann.  The  timing  was  right.  The  association  is  now 
raking  in  revenues  of  around  $500,000  a  year,  mostly 
from  14,000  memberships  and  6QQ  Defaulted  Bond  Neus- 


Rob  Kinmonih 


Richard  Lehnuinn  of  the  Bond  Inrestors  Association 
Bondholders'  best  weapon  is  bankruptcy. 


letter  subscriptions.  Money  also  comes  in  from  sales  of 
data  to  services  like  Bloomberg  Data  Systems  and  Dun 
&.  Bradstreet's  Interactive  Data.  Lehmann's  informa- 
tion on  defaults  and  issuers  comes  mostly  from  mem- 
bers, but  also  from  bond  traders,  bank  trustees  and  the 
issuers  themselves. 

Lehmann  says  there  is  money  to  be  made  in  defaulted 
bonds,  although  probably  not  as  much  as  in  real  estate 
investment  trusts  of  yore.  "Back  then  you  had  real 
estate  assets  backing  bonds  in  an  inflationary  environ- 
ment," says  Lehmann.  "You  also  had  big  bank  sponsors 
who  were  afraid  of  being  associated  with  a  bankrupt- 
cy." Today's  junk  market  features  unsecured  lous  from 
issuers  unafraid  of  bankruptcy  and  often  with  little  in 
the  way  of  tangible  assets. 

Lehmann,  for  his  part,  is  not  doing  badly.  He  doesn't 
take  a  salary  from  the  nonprofit  group,  but  aims  to 
capitalize  on  his  knowledge  of  default  rates  by  creating 
a  for-profit  company  that  would  insure  individual  port- 
folios of  municipal  bonds. — M.S. 
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W'  HEN  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 


PATEK  PHILIPPE 

GENEVE 


For  current  informative  brochures  please  write  to: 
Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  (F),  New  York.  NY  10020. 


The  Up  &  Comers 


Recyclers 


Gardeners  understand  the  economics  of  a 
good  backyard  compost  pile.  Now  Archie 
Albright  and  Peter  Sellew  want  to  convince 
towns  to  use  composting  techniques. 

The  Whole  Earth 
compost  pile? 


By  Roth  Simoo 


ABOUT  AN  HOUR  by  commutcr 
train  from  New  York  is  Fair- 
i  field,  Conn.  Fronting  on  Long 
Island  Sound,  it  is  a  pleasant  little 
town  of  tree-lined  streets  and  spa- 
cious yards.  Unfortunately,  the  trees 
and  lawns  generate  huge  volumes  of 
rakings  and  clippings — "yard  waste," 
in  recycling  lingo — which  are  becom- 
ing the  bane  of  many  municipal  gar- 


bage collection  facilities. 

In  1986  Fairfield  was  socked  with  a 
nasty  surprise.  Choked  with  yard 
waste  and  other  municipal  garbage, 
the  local  landfill  closed.  (Connecticut 
is  one  of  ten  states  that's  trying  to 
preserve  scarce  landfill  space  by  bar- 
ring yard  waste  from  landfills.)  The 
town  was  suddenly  obliged  to  bum 
clippings  and  rakings.  It  was  also 
faced  with  the  possibility  of  spendmg 
an  extra  $300,000  annually  to  have 


sewage  sludge,  which  had  been 
dumped  in  the  landfill,  burned  at  a 
nearby  incinerator. 

To  the  rescue — perhaps — has  come 
an  old  technology  with  some  new 
venture  capital  behind  it:  composting. 
A  year  ago,  Fairfield  contracted  with  a 
little  company  named  International 
Process  Systems  Inc.  for  a  system  that 
would  turn  residents'  yard  waste  and 
the  town's  sewage  sludge  into  salable 
compost  for  gardening.  Richard 
White,  supervisor  of  Fairfield's  waste- 
water treatment  facility,  which  pro- 
duces the  sewage  sludge  for  the  com- 
posting facility,  figures  the  town  is 
saving  at  least  $100,000  in  its  first 
year  of  composting.  He  hopes  to  in- 
crease those  savings  by  marketing  the 
compost  to  local  landscapers,  and  by 
charging  nearby  companies  to  com- 
post spoiled  food  and  other  organic 
material. 

Smell?  From  a  few  yards  away  the 
Fairfield  facility  smells  no  worse  than 
wet  leaves.  There  haven't  been  any 
complaints  from  local  residents,  some 
of  whom  paid  as  much  as  $500,000  for 
waterfront  houses  just  one-quarter 
mile  from  the  composting  operation. 

Based  in  Glastonbury,  Conn.,  Inter- 
national Process  Systems  is  a  private- 
ly held  company  whose  owners  be- 
lieve there's  big  money  to  be  made  in 
composting.  "Composting  has  an 
enormous  application  in  recycling  the 
part  of  the  solid-waste  stream  that's 
organic,"  says  Archie  Albright,  iPs' 
president.  Ron  Albrecht,  a  waste  recy- 


Intemational  Process  Systems'  Peter  Selleu-  and  Archie  Albright 

From  a  Jew  yards  away  the  Faitfield  composting  facility  ameUa  no  worse  than  wet  leaves. 
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SELLING  A  BUSINESS? 

That's  our  business!  Our  firm  has  an  out- 
standing record  of  success  In  arranging  all- 
cash  sales  of  public  and  private  companies 
for  prices  representing  high  multiples  of 
earnings  and  very  large  premiums  over 
book  value.  Examples  include: 

■  The  sale  of  a  company  with  $22  million  sales 
to  a  $300  million  company  for  $14  million 
cash.  The  price  represented  a  multiple  of  13 
times  net  earnings  and  2.5  times  tx>ok  value. 

■  The  sale  of  a  company  with  $10  million  sales 
to  a  $1  billion  company  for  $24  million  cash. 
The  price  represented  a  multiple  of  14.5 
times  net  earnings  and  8  times  book  value. 

■  The  sale  of  a  company  for  which  the  owners 
and  their  brokers  failed  for  six  months  to  find 
a  buyer  willing  to  pay  $12.5  million.  We  were 
then  brought  in  and  in  40  days  produced  a 
buyer  who  paid  $14.9  million  cash. 

We  are  well  known  for  using 

techniques  which  minimize  disclosures 

of  a  seller's  identity  and  enable 

a  sale  to  be  pursued  with  great 

confidentiality  and  discretion. 

We  invite  your  inquiry  if  you  are  consid- 
ering selling  your  business  or  divesting 
a  subsidiary  or  division  earning  profits 
of  $1  million  to  $20  million  before  taxes. 

Manhattan  Venture  Company 

iNCORPORATtD 

Mergers  •  Acquisitions  •  Divestitures 

Maurice  Pfursich,  President 
(212)  688-4445 

340  East  57th  Street.  New  York.  NY  10022 


If  you  want  to  get  the  most 
out  01  your  advanced  technology 
printer,  don't  put  just  any 
land  of  paper  into  it  Fill  it  up 
with  Mead  Ultratech'"  or  Mead 
Moistrite®  Lasergraphic 

(Tfeod 

Business  Papers 

IbrABetter  Image. 

Mead  fine  Paper/Courthouse  Plaza/Dayion.  Ohio  45^3 
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cling  consultant  working  out  of  An- 
napolis, Md.,  agrees.  He  figures  that  as 
much  as  50%  of  all  municipal  waste 
could  be  recycled  through  compost- 
ing— everything  from  food  to  newspa- 
pers to  yard  waste. 

If  the  name  Archie  Albright  has  a 
familiar  ring,  it's  because  he  is  the 
fellow  who  left  Stauffer  Chemical  in 
1968  to  move  to  Wall  Street.  Three 
years  later  he  became  chairman  of 
financially  troubled  securities  firm 
Drexel  Firestone,  and  helped  engineer 
Drexel's  merger  with  Burnham  &.  Co. 
The  only  reason  Drexel  Burnham 
failed,  says  Albright,  now  69,  was 
"they  bet  the  whole  ranch  on  crazy 
financings." 

Albright  left  Drexel  in  1978  to  con- 
centrate on  private  investments.  Two 
years  ago  he  joined  forces  with  ips 
fovmder  Peter  Sellew.  A  former  execu- 
tive at  Grolier  Inc.,  Sellew,  now  61, 
left  New  York  City  in  1977  to  set  up  a 
wholesale  nursery  in  Lebanon,  Corui. 
Soon  his  Prides  Comer  Farms  was  us- 
ing leaves,  grass  clippings,  bark  and 
sawdust  to  make  compost  to  nourish 
his  nursery's  trees  and  shrubs;  what- 
ever was  left  over  was  bagged  for  sale 
to  customers.  The  demand  was  there. 
But  the  long  rows  of  compost  in  the 
nursery's  backyard  took  up  to  a  year 
to  cure,  sometimes  longer  with  rainy 
weather. 

A  tip  from  a  local  chicken  farmer 
led  Sellew  to  Japan,  where  enclosed 
"in  vessel"  composting  systems  used 
by  farmers  cut  the  time  needed  to 
make  compost  to  just  three  weeks. 
The  system  was  relatively  simple  to 
operate:  Organic  waste — rice  husks, 
apple  cores,  eggshells,  tea  leaves — 
was  separated  from  cans  and  bottles 
and  other  inorganic  waste  and  then 
dumped  into  concrete  bins.  There  the 
garbage  was  stirred  daily  with  a  me- 
chanical agitator,  rather  like  mixing 
up  dough  for  cookies.  Blowers  pushed 
oxygen  through  the  system,  promot- 
ing the  growth  of  aerobic  bacteria,  the 
kind  that  break  down  organic  materi- 
al with  little  odor.  Out  the  other  end 
came  a  nutrient-rich  compost  that 
farmers  could  use  as  fertilizer. 

Intrigued,  Sellew  brought  one  of 
these  systems  back  home  and  set 
about  adapting  it  to  his  own  require- 
ments. "We  pushed  the  machine  24 
hours  a  day  and  saw  its  weaknesses," 
says  Sellew,  who  added  computer- 
controlled  sensors  to  help  keep  tem- 
perature and  air  flow  constant,  and 
heavy-duty  parts  to  cut  maintenance. 
Sellew  brrjught  Albright  into  the  com- 
pany in  1988  tr>  raise  money  and  help 
manage  ips'  grov/th. 

IPS  now  gets  most  of  its  $20  million 
in  revenues  fro  .;  marketing  compost 


to  nurseries  and  garden  centers,  but 
Albright  and  Sellew  believe  there's 
bigger  money  in  selling  the  compa- 
ny's proprietary  composting  units  to 
towns  and  big  companies  with  signifi- 
cant amounts  of  organic  waste  to  dis- 
pose of.  IPS  has  four  plants  up  and 
running:  Two  feed  its  own  compost 
marketing  operation;  another  com- 
posts the  yard  waste  and  sewage 
sludge  for  Fairfield;  the  fourth  com- 
posts brewery  sludge  for  Anheuser- 
'  Busch's  Baldwinsville,  N.Y.  brewery. 
Two  more  are  under  construction. 

Sellirig  cash-strapped  towns  com- 
posting systems  priced  at  $1  million 
to  $5  million  isn't  easy.  Sellew  thinks 
the  best  bet  will  be  privately  owned 
plants  that  will  charge  commimities  a 
tipping  fee  of  about  $70  a  ton  to  pro- 
cess their  waste.  So  far  the  company 
has  signed  only  one  such  agreement, 
with  the  town  of  Holyoke,  Mass. 

"The  economics  don't  work  unless 
you  have  high  tipping  fees,"  explains 

Organic  wtiste  w<is  dtunped 
into  concrete  bins.  There  the 
garbage  was  stirred  daily 
with  a  mechanical  agitator, 
rather  li3ce  mixiMig  up 
doughjor  cookies. 

Steven  Bouck,  an  analyst  with  Chica- 
go's First  Analysis  Corp.,  one  of  four 
venture  capital  firms  that  have  in- 
vested in  IPS.  In  some  densely  popu- 
lated areas,  tipping  fees  are  well  over 
$70  a  ton  and  rising. 

Sellew  is  well  aware  that  compost- 
ing fever  swept  the  country  in  the 
Whole  Earth  Catalog  days  of  the  Sixties 
and  early  Seventies.  Companies  such 
as  Cargill  and  Westinghouse  flocked 
into  the  business,  only  to  later  aban- 
don it  as  unprofitable,  ips  is  only  one 
of  about  two  dozen  companies  now 
selling  composting  systems,  and  big- 
ger players  are  likely  to  enter  the  busi- 
ness if  it  proves  profitable.  "Compost- 
ing will  be  a  business  for  us  in  the 
next  three  to  five  years,"  says  Waste 
Management  Vice  President  Jane  La- 
Porte,  who  heads  that  company's  re- 
cycling operations. 

There  arc  other  problems.  For  ex- 
ample, the  Environmental  Protection 
Agency  is  expected  to  propose  new 
regulations  on  how  compost  made 
from  municipal  sludge  can  be  used. 

But  dealing  intelligently  with  ever 
higher  mounds  of  garbage  is  and  will 
be  a  problem  in  search  of  many  solu- 
tions. To  hear  Albright  tell  it,  the 
challenge  itself  is  half  the  fun.  "Psy- 
chically if  not  financially,"  says  Al- 
bright, "this  is  more  rewarding  than 
anything  I  ever  did  on  Wall  Street."  ■ 
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How  United  flies  in  the  feice 
of  cumeiicy^  fluctuation* 


United  now  flies  to  the  Far  East.  U)  usaka, 
Tokyo,  Singapore  and  more.  It's  a  fest-growing  mar 
ket— already  20%  of  their  total  revenues. 

But  it's  also  a  fiastgrowing  source  of  rinandal 
risk— as  yen/dollar  exchange  rates  bounce  up  and 
down. 
Yen  futures  and  options  on  the  Chicago  Mercan- 


United  will  soon  be  able  to  trade  futures  and 
options  around  the  clock,  via  the  CME's  new  elec- 
tronic trading  system,  GLOBEX.  The  CME  lists 
futures  and  options  on  Yen.  Deutschemarks,  British 
Pounds.  Swiss  and  French  Francs.  Australian  and 
Canadian  Dollars. 

If  you  need  a  way  to  keep  your  yen  in  an  up- 


tile  Exchange  give  United  a  300  million  dollar  ^jg^^right  and  locked  position,  consider  futures  and 
safety  belt.  ^  turbulent  rates  won't  upset  profit  |gSaS  options  on  the  Chicago  Mercantile  Exchange, 
projections.  ^BS^  ^^  ^^^^P  sni^''^  businesses  manage  risk. 


CHICAGO  MERCANTILE  EXCHANGE* 

The  exchange  of  ideas. 

1-800-331-3  332  (US  Toll  Free)      1-312-930-8213  (Chicago)     447 1-920-0722  (London)     813-595-2251  (Tokyo) 


Photograph,  courtesy  of  United  Airlines 
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Despite  the  optimism  of  the  guidebook, 
it's  tough  to  get  around  London  with  just  5 
pounds  in  your  pocket.  But  thanks  to  Sony, 
it's  easy  to  take  in  London  with  less  than 
2  pounds  in  your  hands. 

Handycam. 


In  fact,  the  Sony  Handycam*  CCD-TR5, 
the  world's  smallest  and  lightest  camcorder, 
weighs  a  scant  1  lb.  12  ounces.*  But  as 
convenient  as  it  is  to  pack,  it's  also 
conveniently  packed  with  features. 

Wherever  you  go  with  your  TR5,  you 
have  the  luxury  of  2  hours  of  recording 
time  and  4  hours  of  playback  instantly  on 


any  TV.'  What's  even  more  remarkable  is 
the  way  you  can  catch  all  the  action.  And 
how  simply 

There's  auto  focus,  auto  iris  and  auto 
white  balance.  So  you  can  effortlessly  cap- 
ture subjects  or  even  the  Queen  herself 
Plus  a  6:1  power  zoom  lens  to  preserve  a 
panorama  of  Buckingham  Palace,  or  the 


'c;  Copyright  1990  Sony  Coiporolion  el  Anierno  All  ughts  lesetved  Sony.  Handycom  Hying  (rase  ond  Idil  S»ar(h  art  rrodtmorh  ol  Sony 
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SUPERIMfOS' 


E        IMMQBl      MUB-  ^^ 


1,  I     TIME 


'WCK  UGHr    • 


smile  of  your  6  year  old  in  front  of  it. 

We've  also  seen  to  it  that  you  can  shoot 
inside  the  Tower  of  London  with  amazing 
4  lux  low  light  sensitivity  Stop  the  flight 
of  a  cricket  boll.with  a  6-speed  shutter  that 
responds  up  to  1/4000  of  a  second.  Or  title 
and  date  your  videos  with  Digital  Superim- 
posing. And  the  Sony  Hondycam  TR5  even 

'Without  tope  or  battery  'NTSC  Amencon  Standard. 


has  Edit  Search™  for  on-site  editing  and  a 
Flying  Erase™  head  for  glitch-free  scene 
transitions. 

It  all  adds  up  to  a  camcorder  that  does 
everything  the  big  ones  do.  Pound  for  pound 


The  Up  &  Comers 


Builders 


Sales  of  big  motor  homes  are  booming.  But 
where  does  one  park  the  darn  things?  Out- 
door Resorts  of  America  s  Randall  Hender- 
son is  developing  the  answer. 

Dockspace  for 
land  yachts 


By  Ellen  Paris 


Twenty  years  ago  Randall  Hender- 
son Jr.  was  a  young  Nashville  lawyer 
doing  some  work  for  a  client  who 
owned  a  small  campground  in  east 


Tennessee.  The  client  was  trymg  to 
finance  building  a  beach  and  a  bath- 
house. Henderson  suggested  raising 
capital  by  selling  some  of  the  camp- 
sites as  condominiums  to  people  who 
owned  motor  homes. 


Outdoor  Resorts'  motor  home  haven  in  Palm  Sprit i^s.  Calif 

Like  a  luxury  hotel  where  the  guests  bring  their  own  rooms. 


Why  motor  home  owners?  Hender- 
son had  noticed  that  despite  the  large 
sums  of  money  the  motor  home  peo- 
ple were  investing  in  their  equip- 
ment, the  quality  of  overnight  facili- 
ties available  was  appallingly  poor. 
Whereas  owners  of  expensive  boats 
could  choose  among  many  beautifully 
designed  and  maintained  marinas, 
owners  of  equally  expensive  land 
yachts,  says  Henderson,  "were  treated 
like  second-  or  third-class  citizens." 

In  lieu  of  legal  fees,  Henderson  be- 
came a  partner  in  the  campsite  con- 
dos.  From  this  came  Henderson's 
company.  Outdoor  Resorts  of  Ameri- 
ca, Inc.,  of  Nashville.  Over  the  years 
Outdoor  Resorts  has  developed  II 
destination  resorts,  in  Florida,  Cali- 
fornia, Texas,  Termessee  and  South 
Carolina,  for  the  motor  home  set. 

Henderson  builds  big  and  fancy.  His 
resort  at  Hilton  Head,  S.C.  has  its  own 
yacht  club  and  marina.  In  Palm 
Springs  the  amenities  of  Outdoor  Re- 
sorts' 135-acre  development  rival 
those  of  some  of  the  tony  neighboring 
country  club  communities;  the  tract 
includes  a  27-hole  golf  course,  14  ten- 
nis courts  and  8  swimming  pools,  all 
beautifully  landscaped.  Starting  in 
September,  the  Palm  Springs  develop- 
ment will  begin  offering  poolside  bev- 
erage service  and  room  service  to  the 
motor  homes.  The  development,  in 
effect,  is  like  a  luxury  hotel  where  the 
guests  bring  their  own  rooms. 

In  Orlando,  near  Disney  World, 
Henderson  has  built  a  980-space  re- 
sort with  a  Robert  Trent  Jones  golf 
course.  "People  laughed  at  us  and 
said,  'Campers  don't  play  golf,'  "  re- 
calls Henderson.  "That's  ridiculous. 
These  people  are  average  middle-  and 
upper-middlc-class  individuals  who 
do  whatever  you  make  available  to 
them." 

According  to  Henderson,  Outdoor 
Resorts'  annual  sales  have  grown  to 
around  $30  million.  Henderson  says 
his  net  profits  come  to  around  $4  mil- 
lion, but  he  offers  no  audited  financial 
statements  to  support  the  figures,  nor 
does  he  detail  the  degree  to  which  the 
company  is  leveraged.  Henderson 
owns  about  30%  of  the  company;  18 
other  mvestors  own  the  rest. 

But  whatever  Outdoor  Resorts'  fi- 
nancial position,  It  is  clear  that  Hen- 
derson has  been  at  the  forefront  of  a 
rapidly  evolving  socioeconomic 
trend.  Fueled  by  stable  gasoline  prices 
and  an  aging  and  increasingly  affluent 
population,  the  recreational  vehicle — 
or  "rv"  to  nearly  everyone  who  has 
one — industry  has  been  growing  by 
leaps  and  bounds,  especially  at  the 
high  end.  It  makes  sense:  The  North 
American  landmass  is  full  of  fascinat- 
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MA^gI  pi^ON THE  A340  IS  SIMPLE. 
*  JU^TAiPiPTHE  NUMBERS. 


Long  before  we  started 
production  of  the  Airbus  A340,  the 
needs  and  goals  of  the  airlines  that 
would  operate  it  were  carefully 
considered. 

That's  why,  today  you'll  find 
a  number  of  ways  that  the  A340 
reduces  an'  airline's  operating  costs 
while  increasing  profits.  Such  as: 

I .  A  computerized  center- 
of-gravity  control  that  uses  fuel  in 
the  tailplane .  trim  tanks  to  reduce 
consumption  while  extending 
range. 


2.  An  aerodynamically 
advanced,  light-weight  wing  design 
that  gives  both  improved  perfor- 
mance and  fuel  economy 

3.  An  optimum  222  inch 
fuselage  cross-section  that  allows 
carrying  standard  containers  two- 
abreast,  underfloor 

4.  True  wide-body  comfort 
made  available  with  a  choice  of  six, 
seven,  eight  or  nine-abreast  seating. 

5.  And  a  two-crew  cockpit 
with   fully   integrated    flight   control 


systems,    including   automatic    wind- 
shear  protection. 

It's  numbers  like  these  that 
have  given  airlines  around  the 
world  good  reason  for  selecting 
the  A340.  Because  after  all,  the 
most  important  set  of  numbers 
are  still  the  ones  on  the  bottom  line. 


AIRBUS  INDUSTRIE 


Vt'avnc  Shimabukuro 


Outdoor  Resor/s Jou/uler  Rcoidall  Henderson  Jr. 
"We  are  going  in  with  an  inferiority  complex. 


ing,  off-the-beaten-path  places  to  see, 
and  well-appointed  motor  homes  are 
a  comfortable  way  to  see  them,  espe- 
cially for  the  growing  numbers  of  ac- 
tive older  people  in  the  country.  Ship- 
ments of  Class  A  motor  homes  have 
increased  from  9,800  units  in  1980, 
with  a  retail  value  of  $282  million,  to 
41,500  units  in  1988,  worth  $2.3  bil- 
lion. Today  a  top-of-the-line  Class  A 
land  yacht  can  cost  $500,000  or  more 
(Forbes,  Apr.  2],  about  the  price  of  a 
good-size  motor  yacht. 

As  with  boats,  so  with  motor 
homes:  The  problem  is  where  to  park 
them.  Says  Robert  Strawn,  executive 
vice  president  of  the  6,500-member 
Recreational  Vehicle  Dealers  Associa- 
tion: "As  dealers,  our  big  concern  is 
the  shortage  of  top-quality  facilities." 

Outdoor  Resorts'  properties  are  de- 
veloped and  operated  like  other  con- 
dominium developments.  A  motor 
home  devotee  buys  an  improved  lot 
and  gets  an  ownership  interest  in  the 
project.  Outdoor  Resorts  does  not  fi- 
nance the  lots  itself  but  often  directs 
buyers  to  one  of  its  lenders.  The 
homeowner's  association  fee  to  cover 
maintenance  ranges  from  $70  a 
month  in  Hilton  Head  to  $139  a 
month  in  Palm  Springs.  Yearly  real 
estate  taxes  run  around  $600  in  Palm 
Springs  and  $300  in  Hilton  Head.  Use 
of  all  amenities  except  boat  slip  rent- 
als is  included  in  the  association  fee. 


For  the  developer,  the  economics 
can  be  most  attractive.  Consider  Out- 
door Resorts'  Palm  Springs  develop- 
ment, where  lots  are  currently  priced 
as  high  as  $90,000.  Henderson  bought 
the  raw  desert  land  for  between 
$10,000  and  $15,000  per  acre,  and  cut 
the  land  up  into  an  average  of  nine 
lots  per  acre.  The  typical  lot  is  40  feet 
by  70  feet.  About  40%  of  the  lot  is  the 
concrete  pad  used  to  park  the  motor 
home.  Each  lot  comes  with  a  picnic 
table  and  electrical,  water,  cable  tele- 
vision and  telephone  outlets.  Many 
owners  landscape  their  lots.  Of  the 
development's  1,213  lots,  about  1,150 
have  been  sold. 

At  the  current  average  asking  price 
of  $60,000  per  lot,  Henderson  is  mark- 
ing up  his  $15,000  acres  to  $540,000 
acres.  This  spread  enables  Henderson 
to  invest  fairly  heavily  in  the  resorts' 
common-area  amenities — the  golf 
courses,  entryways,  swimming  pools, 
tennis  courts,  restaurants  and  club- 
houses. All  resorts  have  full-time  rec- 
reational and  social  directors  who  or- 
ganize dances,  card  games,  cocktail 
parties  and  live  entertainment.  Chct 
Atkins  and  Mickey  Gillcy  recently 
performed  at  Outdoor  Resorts'  1,600- 
acre  River  Ranch,  about  65  miles 
south  of  Orlando.  River  Ranch  has  a 
dude  ranch  theme  and  Florida's  larg- 
est trap  and  skeet  shooting  ranges,  a 
health  club,   private  airstrip,  horse- 


back riding  and  a  children's  zoo. 

Henderson  picks  his  sites  careful- 
ly. He  makes  sure  the  roads  are  well 
maintained,  the  water  supply  is  ade- 
quate, and  there's  plenty  of  shopping 
nearby.  "If  there's  just  enough  to 
keep  the  owners  busy  for  two  days, 
that's  no  good,"  he  says.  "There 
should  be  things  to  keep  them  occu- 
pied for  several  months,  or  to  keep 
them  coming  back  weekend  after 
weekend." 

Pioneering  new  territory  is  a  no-no: 
"We're  always  coattailing.  We  go  to 
existing  resort  areas  and  make  it  pos- 
sible for  someone  with  an  rv  to  come 
to  that  resort  and  have  first-class  facil- 
ities." For  future  developments,  Hen- 
derson has  his  eye  on  Washington 
State  (somewhere  in  the  San  Juan  Is- 
lands), the  Oregon  coast.  New  En- 
gland, southern  California,  the  Napa 
Valley  and  Florida's  Gulf  Coast. 

Henderson  markets  his  lots 
through  the  recreational  vehicle  in- 
dustry and  through  Miami-based 
Cruise  America,  the  country's  largest 
RV  rental  agency.  He  also  works 
through  dealers,  coach  customizers, 
outdoor  and  rv  shows  and  camping 
clubs.  Many  dealers  give  out  three- 
day  passes  to  the  resorts.  Henderson 
concedes  that  in  many  areas  the  im- 
age of  the  motor  home  set  is  poor,  a 
serious  problem  he  must  face  when- 
ever he  applies  for  zoning  and  build- 
ing permits.  "We  are  going  in  with  an 
inferiority  complex,"  he  says.  "But  I 
want  to  play  catch-up  and  make  [the 
developments)  as  attractive  as  any 
good  resort  in  the  area." 

While  Henderson  prefers  to  sell  his 
lots,  he  is  not  averse  to  renting  them; 
rental  customers,  after  all,  often  turn 
into  owners.  He  says  about  50%  of  the 
firm's  revenues  and  15%  of  profits 
come  from  rental  income.  Both  sold 
and  unsold  lots  are  rented  out.  In  the- 
ory this  puts  Henderson  in  potential 
competition  with  some  of  his  resorts' 
lot  owners,  many  of  whom  like  to 
rent  lots  when  they're  not  using 
them.  In  most  Outdoor  Resorts  devel- 
opments, an  owner's  space  rents  for 
around  $30  a  night,  a  sum  that  is  split 
50-50  between  the  lot  owner  and  Out- 
door Resorts. 

The  rental  option  attracts  many 
owners.  Stuart  Anderson,  founder  of 
Stuart  Anderson's  Black  Angus  Res- 
taurants, a  chain  of  88  stcakhouses  in 
13  western  and  central  states,  bought 
a  lot  in  Outdoor  Resorts'  Palm  Springs 
development  in  1985.  He  uses  his 
space  from  November  through  May, 
and  rents  it  out  when  possible  in  the 
other  months.  "The  nice  feature 
)about  renting),"  says  he,  "is  that  peo- 
ple can't  spoil  a  slab  of  concrete."  ■ 
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In  1860,  when  Willie  Park,  Sr.  won  the  first  British  Open, 
Allendale  had  been  a  loss  control  champion  for  25  years. 


Prestwick,  Scotland.  Thirty-six  holes  in  one  day.  174 
strokes.  Few  people  thought  he  had  the  stamina.  But  as  he 
approached  the  18th  green,  they  knew  history  was  in  the 
making.  And  when  Willie  Park,  Sr.  became  the  first  person 
to  win  The  British  Open,  Allendale  Insurance  had 
already  been  a  leader  in  property  coverage  and  loss  control 
engineering  for  more  than  two  decades. 

In  a  changing  world  where  events  like  this  shape  history, 
this  is  our  way  of  reminding  you  of  one  progressive,  stable 
company  that's  been  building  lor\g-term  relationships  with 


clients  since  1835.  At  Allendale,  doir\g  something  right  isn't 
good  enough.  We  find  ways  to  do  it  better.  Like  providing 
more  stable  pricing  and  coverage,  better  engineering  and 
training,  more  in-depth  research  and  testing  and  the  fairest 
ways  of  doing  business. 

Isn't  it  time  you  started  a  history  with  Allendale? 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 
Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


Dennis  Holt  sweated  his  way  up  from  pov- 
erty. Now  that  his  Western  International 
Media  is  a  big  success,  he's  still  sweating. 


Running  scared 


By  J<diii  H.  Taylor 


IN  A  WORLD  WHERE  advertising 
time  is  regarded  by  many  business 
people  as  just  another  commod- 
ity— "How  many  exposures  can  I  buy 
for  my  buck?" — Dennis  Holt's  West- 
em  International  Media  is  a  winner. 
Clients  say  that  Western  saves  them 
as  much  as  15%  to  25%  on  the  rates 
they  pay  to  television  and  radio  sta- 
tions for  advertising  airtime. 

Western  has  the  clout  to  get  bargain 
rates  in  the  broadcast  media:  In  Wes- 


tern's home  market  of  Los  Angeles, 
for  instance,  Holt  buys  14%  of  all  spot 
radio  advertising  time  and  10%  of  all 
spot  TV  advertising.  "Spot"  time 
means  that  a  client  is  buying  time 
only  in  the  local  market,  as  opposed 
to  a  national  advertisement  that  runs 
in  every  major  market. 

Holt,  himself  a  onetime  radio  and 
television  advertising  salesman, 
founded  Western  20  years  ago  in  a 
tiny  office  with  rented  typewriters, 
one  desk  and  no  clients.  He  built 
Western  into  the  country's  largest  in- 


dependent media  buying  service.  Last 
year  billings  topped  $720  million.  To- 
day Western  buys  radio  and  television 
time  for  such  clients  as  Walt  Disney 
Co.,  Arco,  USAir  and  the  Times-Mir- 
ror Corp.  Western  even  buys  time  for 
Clint  Eastwood,  who  owns  his  own 
movies. 

From  Western's  headquarters  on 
Los  Angeles'  Sunset  Boulevard,  the 
53-year-old  Holt  oversees  25  offices  in 
the  U.S.  and  Canada.  His  offices  buy 
radio  and  television  time  for  about  70 
advertising  agencies  as  well  as  for 
companies  like  Disney  that  produce 
in-house  advertising. 

When  Holt  founded  Western  two 
decades  ago,  agencies  rarely  used  me- 
dia buyers.  They  bought  time  directly 
from  radio  and  television  stations. 
Holt  was  one  of  the  first  to  reason  that 
an  independent  buyer  representing  a 
number  of  individual  ad  agencies 
could  buy  station  time  for  less.  Not 
only  would  that  save  the  client  mon- 
ey, but  agencies  could  eliminate  the 
expense  of  staffing  their  own  media 
buying  divisions. 

For  his  efforts.  Holt  would  collect 
fees  of  around  5%  of  total  billings. 
"Dennis  was  a  visionary,"  says  Bob 
Humphreys,  chairman  of  the  execu- 
tive committee  of  Grey  Advertising 
in  Los  Angeles.  "He  pioneered  a 
field." 


odoyfe  Force  in  trucks,,, 
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irrom  Ir'-SciiOL:  l(j  awaia- 7/i.u.i..^  . 
Ford  is  building  America's  best-selling  line 
of  medium  duty  trucks. 

The  Ford  Workforce. 

Our  long-haul  aero  tractors  . . 
AeroMox,  long-nose  LTL,  cab-over  CL 
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TRUCKS 


cli^  the  fuel-savingest  big  Fords  ever  built. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 


-'■ 


while  volume  is  central  to  West- 
em's  success,  Holt's  clients  say  it  is 
his  willingness  to  do  almost  anything 
for  them  that  keeps  them  happy.  Take 
the  time  in  1987  when  Disney,  West- 
em's  largest  account,  called  Holt  on 
Christmas  Eve  and  aimoimced  that  it 
wanted  to  saturate  the  nation  with 
television  ads  promoting  the  recently 
released  Good  Morning  Vietnam.  The 
catch:  Disney  wanted  the  ads  to  air 
the  day  after  Christmas. 

Many  executives  would  have  gone 
back  to  their  eggnog.  Not  Holt.  He 
directed  Western's  staff  to  track  down 
station  representatives  at  their 
homes,  in  their  cars,  at  relatives' 
homes.  By  the  end  of  the  day,  Disney 
had  secured  time  in  the  country's  40 
largest  markets. 

At  first,  Holt  strikes  one  as  a  typical 
salesman — glib,  carefree  and  quick 
with  a  joke.  Only  after  a  while  do  you 
sense  his  intensity.  He  works  long 
hours,  arriving  at  his  office  most 
mornings  by  6:30,  including  week- 
ends. Only  recently  did  he  cut  back 
his  business  dirmers  from  seven  days 
a  week  to  five.  Holt  admits  his  chron- 
ic workaholism  cost  him  his  first 
marriage.  He  frets  that  it  may  take  a 
toll  on  his  second  as  well.  "I  have  no 
balance  in  my  life,"  he  says. 

Last  month,  while  his  wife  was  in 
labor  in  a  local  hospital.  Holt  made  a 


John  Livxcy/Quilinc 


Western  Intematio7ial  Media  President  Dennis  Holt 

"I'm.  an  insecure  person.  Insecure  people  work  harder. 


„and  Xomorrows, 


Drag  coefficients  lower  than  ever.  And 
better  fuel  economy  than  todays  best  numbers. 

Ford  is  now  the  only  full-line  U.S. 
manufacturer  in  every  class  of  big  trucks. 

One  reason  why  we're  today's  Force 
in  trucks.  And  tomorrow's. 


The  Force 


mm 


in  trucks 


FORDa 


John  l-n-zexvOulline 


Holt  in  his  cluttered  office  on  Los  Angeles'  Sunset  Bouleiurd 

One  pf  the  first  to  see  that  by  representing  a  number  of  ad  agencies  he  could,  buy  station  time  for  less. 


quick  detour  to  the  office  to  return  a 
dozen  calls.  "I'm  an  insecure  person, 
and  I  surround  myself  with  insecure 
people,"  he  says.  "Insecure  people 
work  harder." 

Insecurity  comes  naturally  to  Holt. 
When  he  was  12,  his  father,  a  Swedish 
immigrant  who  worked  as  a  laborer  in 
Los  Angeles,  suffered  a  disabling  heart 
attack.  The  family,  then  living  in  a 
three-room  apartment  in  south  cen- 
tral Los  Angeles,  had  no  savings. 

A  yoimg  friend  of  Holt's  who 
worked  as  a  stand-in  on  The  Adventures 
ofOzzie  and  Harriet  told  Ozzie  Nelson 
about  the  Holts'  predicament.  Ozzie, 
who  like  the  Holts  was  of  Swedish 
descent,  summoned  young  Dermis  to 


the  studio  and  promised  to  give  him 
work  whenever  the  Holts  needed 
money.  Holt  worked  as  a  stand-in  dur- 
ing his  teen-age  years,  though  he  ad- 
mits he  was  a  terrible  actor.  "Ozzie 
really  supported  my  family  for  seven 
years,"  Holt  says,  still  moved  by  the 
generosity.  Holt  returned  the  favor 
when  he  hired  Ozzie's  son  David, 
then  a  struggling  film  director,  to 
head  a  Western  subsidiary  that  pro- 
duces television  commercials.  1  oday 
the  division  produces  150  commer- 
cials a  year  for  a  host  of  advertising 
agencies. 

With  plenty  of  t  m  r  outfits  now 
copying  Holt's  idea,  tic  media  buying 
business    is    becomiiig    increasingly 


competitive.  To  continue  growing. 
Western  has  expanded  into  every- 
thing from  Yellow  Pages  advertising 
to  billboards,  direct  marketing,  place- 
ment of  political  advertising  and  syn- 
dicating television  shows  [l-'ight  licick 
With  Dai  id  Horowitz,  S/x>u'time  at  t/x' 
Apollo  and,  naturally,  The  Adi'entures  of 
Ozzie  and  Harriet). 

At  53,  with  a  lifetime  of  intense 
work  behind  him,  you  might  think 
Holt  would  be  listening  seriously  to 
some  of  the  offers  to  buy  him  out  that 
come  in  regularly.  No  way.  Says  he;  "1 
always  feel  like  I'm  in  a  tunnel  with  a 
freight  train  right  behind  mo.  I  can't 
slow  down.  Things  are  changing  too 
fast."! 
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There's  not  much  difference  between  the  way 
a  skilled  mountain  guide  helps  you  reach  your 
goal  and  the  way  a  sound  bank  does. 

It's  important  for  both  to  run  lean,  avoid  excess 
baggage,  and  minimize  risk. 

Those  principles  have  served  the  Safra  family 
well  in  its  more  than  hundred-year  banking 
tradition.' 

And  they're  among  the  reasons  why  Republic 
National  Bank  has  been  called  "the  most  produc- 
tive bank  in  America!' 

In  fact,*  a  recent  banking  survey  by  Salomon 


Brothers  Inc.  placed  us  first  in  liquidity  among  35 
bank  holding  companies  measured. 

So  whatever  measure  you  may  choose  to 
judge  a  bank  by  don't  be  surprised  if  you  find 
Republic  at  its  peak. 

REPUBLIC 

NAnONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS -CAYMAN  ISLANDS-LOS  ANGELES-MEXlCO  CITY-MIAMI -MONTREAL-NEW  YORK 

BUENOS  AIRES -CARACAS- MONTEVIDEO -PUNTA  DEL  ESTE- SANTIAGO -SAO  PAULO-BEIRUT-GENEVA-GIBRALTAR 

GUERNSEY-LONDON -LUGANO-LUXEMBOURG-MILAN -MONTE  CARLO-PARIS-ZURiCH -HONG  KONG -SINGAPORE -TAIPEI -TOKYO 


A  freshly-baked  loaf 

of  French  bread  when 

you  leave.  That's  Sofifel, 

in  six  U.S.  cities 

where  your  business 

fakes  you.  Comfortable. 

Stylish.  Modern.  Superb 

cuisine.  With  a  welcome 

touch  of  France.  And 

moderate  in  size, 

for  personal  attention, 

including  concierge 

service.  Sofitel.  Just 

ask  your  travel  agent 

or  call  ResinTer, 

1-800-221-4542. 


Ifotel 
Sofitel 
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The  Larger  Context 


The  tranquility  of  the  manicured  British 
countryside  contrasts  strangely  with  the 
hot  political  passions  of  its  angry  politics. 

A  TOUCH  OF  CLASS 


By  Michael  Slovak 


Around  Ditchley  Park,  the  remote 
estate  where  Winston  Churchill 
took  weekend  refuge  from  Nazi 
bombers  in  1940-41,  bits  of  blossom 
drift  lazily  down  upon  impeccable 
lawns.  English  tranquility  is  unsur- 
passed. For  centuries  human  hands 
have  touched  every  inch  of  rural 
land,  bringing  out  the  best  in  it. 

Yet  in  Britain  today  tranquil  ap- 
pearances deceive.  Everyone  re- 
marks upon  the  clear  blue  skies,  the 
sun — and  also  upon  the  boil  of  na- 
tional politics.  The  polls  show  Mrs. 
Thatcher's  approval  rating  down  to 
unequaled  depths.  "It  could  all  be 
reversed  in  a  single  blow,"  one  con- 
servative M.P.  said  in  London,  "all 
the  progress  of  the  last  ten  years." 

Part  of  the  gloom  among  conser- 
vatives derives  from  the  bitter  pub- 
lic reaction  to  the  new  property  tax 
that  the  government  has  put  in 
place  of  other  taxes.  Another  part  of 
the  gloom  derives  from  the  persist- 
ing passibn  for  socialism  in  Britain's 
"new  class" — professors,  educators, 
social  workers,  community  leaders, 
journalists  and  some  other  profes- 


Philosopher,  journalist  and  ex-L'.S.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  .Washington,  DC  Among  his 
recent  hooks  are  Taking  Glasnost  Seriously 
and  Free  Persons  and  die  Common  Good. 


sionals  and  unionists.  Socialists  in 
Britain  are  principled.  Their  social- 
ism is  sometimes  their  religion. 

This  economic  faith  seems 
scarcely  shaken  by  the  collapse  of 
Eastern  European  socialism,  the  dis- 
grace of  Chinese  socialism  and  the 
squalid  failures  of  Third  World  so- 
cialism. Class  hatred  for  Mrs. 
Thatcher,  for  capitalists,  for 
"greed,"  supplies  a  countervailing 
passion.  Whatever  has  happened  to 
socialism  elsewhere,  in  Britain  true 
faith  is  warmed  by  inner  fires.  Seri- 
ous people  here  still  mention  "labor 
theory  of  value,"  "bourgeois  sur- 
plus" and  "exploitation,"  as  if  these 
were  serious  concepts. 

Indeed,  it  is  not  easy  to  reconcile 
the  hot  political  passions  of  con- 
temporary Britain — their  ideologi- 
cal, abstract  heat — with  the  serene 
tranquility  of  splendid  mansions 
like  Ditchley  Park.  Mansions  of 
such  good  taste  and  stately  size 
-seem  ever  present  reminders  of 
class  divisions  in  British  life. 

I  came  to  England  for  three  discus- 
sions. First,  at  Ditchley  Park,  an 
energetic  seminar  gathered  from  the 
comers  of  the  world  to  argue  out  the 
meaning  of  "minority  rights"  to- 
day— in  terms  of  national  indepen- 
dence, self-determination  and  the 
preservation  of  ethnic  cultures.  We 
heard  about  vivid  renewals  of  cul- 
tural identity  around  the  world: 
among  the  Lithuanians,  the  Kurds, 
the  Basques,  the  Iroquois,  Sri  Lan- 
kans,  Muslims  in  England  and  many 
other  groups.  There  seems  to  be  a 
worldwide  dread  of  homogeniza- 
tion,  a  feeling  that  a  sense  of  partic- 
ularity is  necessary  for  human  secu- 
rity. Yet  others  asked:  "And  don't 
majorities  also  have  rights?"  How  to 
balance  both — to  work  out  articles 


of  civil  peace — was  our  inquiry. 

Meanwhile,  just  as  England  is  in- 
tellectually divided,  and  divided  by 
class,  so  it  also  becomes  more  ethni- 
cally diverse.  England  becomes  less 
English  every  day,  as  peoples  from 
around  the  Commonwealth  come 
to  seek  refuge  and  prosperity.  But 
England  is  not  alone  in  this.  The 
whole  world  is  experiencing  a  new 
surge  of  conflicting  identities. 

In  London  I  took  part  in  many 
long  discussions  on  capitalism,  de- 
mocracy and  Christianity.  Against 
the  anticapitalism  of  the  socialists, 
British  proponents  of  the  market 
system  turn  to  Hayek,  Mises  and 
other  uncompromising  thinkers. 

Alas,  many  such  classical  econo- 
mists are  tone  deaf  regarding  reli- 
gion. While  British  society  seems 
far  more  secular  than  that  of  the 
U.S.,  socialism  appears  to  be  more 
like  a  religion  than  does  democratic 
capitalism.  Thus,  British  socialists 
draw  freely  upon  the  religious  so- 
cialism of  the  1 9th  century.  The 
Christian  churches  in  England  are 
warm  allies  of  "ethical  socialism," 
and  open  foes  of  Mrs.  Thatcher. 

In  the  third  discussion  I  found  a 
bit  more  hope  for  common  ground 
among  left  and  right.  This  impor- 
tant discussion  concerned  the  poor 
and  the  "underclass" — problems 
that  trouble  Britain  every  bit  as 
much  as  they  do  the  U.S.  The  urban 
realities  are  equally  grim — and 
equally  disappointing  to  free  mar- 
keters and  socialists  alike.  For  ten 
hours  I  joined  some  two  dozen  intel- 
lectuals of  left  and  right  discussing 
common  action  to  help  the  poor. 
Such  a  consensus  will  not  be  easily 
built  in  Britain,  the  opposing  philos- 
ophies being  extremely  far  apart. 
But  hours  of  discussions  yielded 
two  good  omens.  First,  that  the  con- 
dition of  those  trapped  and  mired  in 
poverty  is  intolerable,  and  some- 
thing must  be  done.  Second,  both 
sides  have  experienced  a  certain  hu- 
mility, being  equally  unsure  about 
exactly  what  to  do. 

Economic  growth  alone  will  not 
do  the  job,  at  least  not  for  female 
householders  who  stay  home  with 
children.  On  the  other  hand,  giving 
funds  to  female  householders  seems 
to  cause  their  numbers  to  swell  and 
their  self-respect  to  tumble. 

Both  right  and  left,  then,  show  a 
willingness  to  learn  from  reality. 
Both  are  more  humble  than  a  decade 
ago.  Perhaps  these  conditions,  too, 
make  this  spring  unusual,  and  are 
for  Britain  a  good  omen.  ■ 
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PROTECTING  OUR 
ENVIRONMENT 


The  Business  Solution 


Complacency  has  never  been 
a  friend  to  American  busi- 
ness. This  country's  long 
and  exciting  economic  rise  is  the  sto- 
ry of  how  imagination  and  hard  work 
turn  daunting  challenges  into  profit- 
able opportunities.  Our  ability  to  har- 
ness technology,  absorb  new  ideas 
and  learn  from  mistakes  has  made 
the  U.S.  economy  the  world's  most 
dynamic  and  most  emulated. 

Today  American  business  faces 
both  its  most  difficult  task  and  its 
greatest  opportunity.  The  industrial 
by-products  undermining  the  plan- 
et's environment  threaten  our  very 
livelihoods.  As  we  rush  toward  the 
next  century,  we  are  becoming  acute- 
ly aware  that  what  is  needed  to  stem 
the  tide  of  ecological  ruin  is  a  clear 
vision  of  the  problem  and  the  energy 
and  determination  to  overcome  it. 
These  are  the  same  tools  that  have 
been  wielded  by  American  business 
for  more  than  a  century,  and  they 
have  never  before  been  so  vitally 
needed. 


THE  GREENING  OF  THE 
BOTTOM  LINE 

Twenty  years  ago,  corporate  America, 
like  so  many  other  institutions,  faced 
a  crisis  of  public  confidence.  The 
fledgling  environmental  movement 
was  demanding  a  reckoning  for  the 
pollution  and  waste  of  resources  that 
characterized  so  many  industries. 
The  government  responded  to  Amer- 
icans' growing  anxiety  over  the  state 
of  their  surroundings  by  creating  the 
Environmental  Protection  Agency. 

Initially  conceived  as  an  environ- 
mental watchdog  for  federal  facilities 
only,  the  EPA  was  given  the  mandate 
by  an  aroused  Congress  to  protect 


by  Lee  M.  Thomas 


air,  water  and  land  resources  in  both 
private  and  public  realms.  The  sud- 
denness of  the  legislative  aaion,  and 
the  passion  of  the  grass  roots  move- 
ment which  inspired  it,  caught  busi- 
ness off-guard.  Companies  found 
themselves  dealing  not  only  with  EPA 
standards  of  compliance,  but  with 
added  layers  of  state  and  local  gov- 
ernment regulations  as  well.  Corpo- 
rate cries  of  foul  play  and  long  bouts 
of  litigation  reinforced  the  popular 
notion  that  industry' was  truly  in.sensi- 
tive  to  environmental  degradation.  It 
was  a  perception  that  corporate  pub- 
lic relations  departments  found  hard 
to  erase. 

Two  decades  later,  the  vast  ma- 
jority of  U.S.  corporations  expends 
considerable  money  and  effort  to  as- 
sure compliance  with  environmental 
laws.  Industry  and  government  spend 
$100  billion  each  year  on  pollution 
control.  Those  funds  have  produced 
cleaner  land,  air  anu  water  and  have 
spawned  a  pollii  lon  f<^ii|i    '    >  tiistry 


which    toda\'    emplov-s    more    than 
170,000  people. 

While  significant,  this  is  only  the 
initial  investment  of  capital  and  hu- 
man talent  that  cleaning  up  the  envi- 
ronment will  demand  through  the 
1990s  and  into  the  next  centur>-. 
American  business  is  on  the  verge  of 
an  explosion  of  environmentally  ori- 
ented activity.  Those  companies 
which  are  still  only  marginally  in- 
volved must  catch  up  if  the>'  intend  to 
survive  and  prosper.  The>  should 
take  as  their  models  the  companies 
and  executives  that  are  ueaxing  a 
large  swatch  of  green  into  their  cor- 
porate fabric.  Indeed,  companies 
whose  "proaciivism '  keeps  them 
ait)p  the  en\ironmental  wave  will  be 
among  the  more  profitable  in  an 
economy  increasingly  influenced  by 
environmental  regulation  and  con- 
sumer activism. 


ENVIRONMENTAL 
RESPONSIBILITY  AS 
A  CORPORATE 
NECESSITY 

America  owes  its  unprecedented  lev 
el  of  prosperity  to  more  than  a  ceniu 
ry  of  industrial  experimentation  anti 
adaptation  The  econom)  is  a  mirror 
of  a  people  s  expectations  and  di.sap 
pointments.  It  also  reflects  the  events 
and  trends  of  the  entire  world.  The 
concern  voiced  by  Americins  al^)ui 
the  state  of  nature  is  surely  Ix'coming 
one  of  the  mo.st  }-H)werfuI  of  iln)se 
trends. 

The  memlxTship  rolls  of  Anieri 
ca's  environmenial  groups  are  indu 
ative  of  scxietys  recognition  of  the 
problem:  Green|X'acc'.s  member.ship 
is  up  S0%  over   19KH.  the  Naiur.il 
Resources  Defense  Council  has  al 


Putting  Cleanup  First: 

The  National  Environmental 

Trust  Fund  Proposal 


by  MR.  Greenberg 

Chairman,  American  International  Group,  Inc. 


Alarmed  by  the  poisoning  of  our 
environment  at  Love  Canal  and  other 
toxic  waste  sites,  Congress  created  the 
Superfund  program  in  1980.  Supcrfund 
was  intended  to  clean  up  the  most 
serious  abandmed  and  uncontrolled  haz- 
ardous waste  disposal  sites  in  the  United 
States  and  to  respond  to  hazardous  waste 
emergencies. 

More  than  a  decade  later,  billions  of 
dollars  have  been  spent  under  Superfund, 
but  relatively  few  sites  have  actually 
been  cleaned  up.  At  the  same  time,  the 
number  of  identified  Superfund  sites  has 
grown  significantly  to  over  1,200  and  the 
average  site  cleanup  cost  has  risen  to 
more  than  $25  million. 

A  major  problem  is  Superfund's  fund- 
ing approach,  which  forces  the  Environ- 
mental Protection  Agency  (EPA)  to  raise 
the  cleanup  funds  site  by  site  from  par- 
ties who  sent  waste  to  the  site.  This  sys- 
tem, based  on  the  principle  of  strict 
retroactive  liability  means  that  com- 
panies are  being  held  responsible  today 
for  waste  disposal  practices  that  occurred 
20  or  30  years  ago  and  which  may  not 
have  been  illegal  or  irresponsible  at  the 
time. 

In  addition,  under  Superfund  liability, 
anyone  and  everyone  who  sent  hazardous 
wastes  to  a  site  is  potentially  liable  for  the 
total  cost  of  cleanup.  This  extends  not  only 
to  operators  of  disposal  sites,  but  also  to 
generators  and  transporters  of  the  waste, 
and  even  to  current  owners  of  sites  where 
waste  disposal  has  ceased.  This  system  pits 
EPA,  companies,  insurers,  local  gov- 
ernments and  individuals  against  each 
other,  creating  an  unparalleled  litigation 


gridlock.  Massive  amounts  of  money  have 
^been  spent  in  the  courtrooms  attempting  to 
assess  and  shift  liability.  Meanwhile, 
cleanup  has  been  delayed  and  transaction 
costs  have  soared. 

We  must  develop  a  better  approach  to 
solving  this  critical  national  problem. 
Superfund's  goal  of  cleaning  up  the 
environment  is  being  thwarted  by  its  pro- 
tracted, litigious  system  of  assessing  lia- 
bility. In  an  attempt  to  resolve  this  costly 
gridlock,  American  International  Group 
(AIG)  has  proposed  creating  the  National 
Environmental  Trust  Fund.  This  Fund's 
resources  would  be  devoted  exclusively  to 
cleaning  up  those  old  hazardous  waste 
sites.  It  could  be  financed  by  adding  a 
separate  fee  to  commercial  and  industrial 
insurance  premiums  now  paid  in  the 
United  States,  with  a  method  of  payment 
to  be  determined  for  those  businesses 
that  self-insure. 

By  our  estimates,  even  a  modest 
assessment  of  2  percent  of  premiums  and 


an  equivalent  amount  for  self-insurance 
would  provide  about  $40  billion  over  the 
next  decade-more  than  enough  to  clean 
up  the  1,200  highest  priority  sites.  We 
have  suggested  that  funds  be  collected  by 
insurers  and  remitted  to  the  Trust  Fund 
for  use  by  the  EPA  in  cleanup  activities. 
Adopting  this  approach  would  eliminate 
the  need  to  establish  liability  site  by  site 
among  various  parties.  It  would  take  the 
action  out  of  the  courtroom  and  move  it 
to  the  hazardous  waste  sites.  It  would  let 
us  get  on  with  the  job  of  cleaning  up  the 
environment,  as  Superfund  originally 
intended. 

It  is  important  to  point  out  that  the 
AIG  proposal  would  not  do  away  with  the 
one  real  success  of  Superfund,  namely  its 
effectiveness  in  providing  an  incentive  for 
industry  to  reduce  waste  and  handle  the 
waste  it  does  generate  with  extreme  care. 
All  it  would  do  is  replace  the  retroactive 
liability  system  of  Superfund  with 
respect  to  old  waste  sites.  Without  a  solu- 
tion like  the  National  Environmental 
Trust  Fund,  our  businesses  and  commu- 
nities wdll  stagger  under  the  burden  of 
establishing  liability  for  cleanup.  It's 
time  to  break  the  Superfund  gridlock  and 
put  cleanup  first. 

AIGis  theleading  U.S. -based  interna- 
tional insurance  organization  and  the 
nation's  largest  underwriter  of  commer- 
cial and  industrial  coverages.  Its  mem- 
ber companies  write  property,  casualty, 
marine,  life  and  financial  services  insur- 
ance in  over  130  countries  and  jurisdic- 
tions, and  are  increasingly  engaged  in  a 
range  of  other  financial  services. 


ADVERTISEMENTS 


Entergy  Corporation,  through  its  Arkansas  Power  &  Light  company,  has  established  a 
"Rights  of  Way  for  Wildlife"  program  through  which  land  under  transmission  lines  has  been 
planted  with  food  for  wildlife.  Inspecting  one  of  the  sites  in  south  Arkansas  are  AP&L 
representatives  and  a  local  farmer 


most  doubled  its  membership  since 
the  early  1980s;  and  the  World  Wild- 
life Fund  has  seen  its  membership 
jump  from  212,200  to  667,000  since 
1986.  A  Gallup  Poll  conducted  last 
May  revealed  that  75%  of  Americans 
consider  themselves  environmental- 
ists. Environmental  protection  is 
a  nonpartisan,  cross-generational 
cause,  and  given  the  enormity  of  the 
task  mankind  faces  in  stemming  eco- 
logical degradation,  the  cause  has  an 
assured  durability. 

Industry'  must  forcefully  address 
these  profound  concerns  in  ways  that 
do  not  stunt  economic  growth.  It  is  a 
perilous  tightrope  to  walk,  often 
made  more  difficult  by  shortsighted 
public  policy  decisions  which  dis- 
count or  ignore  industry  views.  If  the 
country  is  to  sustain  another  100 
years  of  prosperity',  business  must 
take  the  offensive  on  environmental 
protection.  ^Technical,  policy  and 
profit  issues  must  be  presented  by 
industry  in  such  a  fashion  which  bal- 
ances economic  strength  and  envi- 
ronmental accountability.  Entwining 


the  two  into  a  successful  business 
plan  can  only  be  accomplished  by 
companies  that  recognize  that  public 
relations  efforts  alone  cannot  solve 
environmental  problems.  J 

As  Americans  c(^me  to  expect 
both  the  products  they  buy  and  the 
manufacturing  of  them  to  be  envi- 
ronmentally friendly,  companies 
must  fundamentally  amend  their 
cost-benefit  calculations.  No  longer 
can  pollution  control  be  an  un- 
planned debit  on  the  balance  sheet,  a 
sinkhole  for  profits.  Rapidly  changing 
consumer  behavior  and  the  greater 
priority  accorded  environmental 
protection  have  presented  corporate 
management  with  new  reasons  for 
taking  the  initiative. 


INDUSTRY  AND  PUBLIC 
POLICY 

Relative  to  many  other  national  is- 
sues, the  environment  has  not  been 
on   the    oublic   policy  apcnd;!   ver\' 


long.  Initialh  marred  by  the  per- 
ceived adversarial  relatic:)nship  of  in- 
dustry and  government  in  the  early 
years  of  the  environmental  move- 
ment, cooperation  between  these 
two  forces  is  ju.st  beginning  to  pro- 
duce results.  Accomplishments  to 
date,  however,  illustrate  the  potential 
that  constructive  industr\-govern- 
ment  dialogue  can  have  for  produc- 
ing reasoned  and  pragmatic  govern- 
mental decisions.  Such  cooperation 
can  assure  business  consistent  repre- 
sentation in  legislative  and  regulatory 
processes,  resulting  in  the  setting  of 
realistic  and  achievable  goals  from 
the  earliest  stages  of  policy  develop- 
ment. 

Government  has  begun  to  listen 
to  industn,  suggestions  and  to  take 
advantage  of  its  expertise.  For  exam- 
ple. Congress  incorporated  market 
forces  into  the  crafting  of  the  Clean 
Air  Act  as  incentives  for  environmen- 
tal protection.  The  administration  has 
embraced  this  phikxsophy  in  its  pro- 
posed Clean  Air  bill.  This  bill  aUows 
emissions  trading  between  utilities 
and  industry  and  the  banking  of  un- 
used sulfur  dioxide  and  nitrogen  ox- 
ide allowances  for  future  uses.  This 
flexible  approach  to  environmental 
protection  is  supponed  by  such 
groups  as  the  American  Gas  Associa- 
tion, which  repre.sents  2S0  natural 
gas  companies.  The  EPA  estimates 
that  this  system  could  cut  the  annual 
co.st  of  acid  rain  control  by  S0%  and 
would  still  be  as  tough  as  the  more 
rigid  and  traditional  controls. 

In  a  different  vein,  the  American 
International  Group  has  put  forward 
a  proposal  for  how  industry'  might 
pay  for  Superfund  cleanups.  The  AIG 
believes  its  idea  would  be  more  ef 
fective  and  efficient  while  still  lea\  ing 
the  fimding  responsibility  in  indus 
try's  hands. 

Finally,  there  are  examples  of 
public-private  partnerships  that  are 
working  on  environmental  protec 
tion.  The  IS-member  International 
Environmental  Technology  Transfer 
Advisory  Board  is  chaired  by  William 
1^    Ruckelshaus  and  repons  to  the 


TRACK  RECORD.  Deer,  turkey  and  other  animals  love  living  in  International 
Paper  forests.  It's  because  we  manage  our  v^oodlands  in  imaginative  ways  that 
benefit  man  and  wildlife  alike.  Take  the  methods  our  foresters  use  to  control 
undergrowth  that  competes  with  trees  for  water  and  nutrients.  Naturally,  they 
improve  tree  growth.  But  they  also  assure  browsing  animals  a  food  supply  that 
doesn't  outgrow  their  reach.  Thanks  to  such  resourceful  practices,  the  flash  of  white- 
tails'  hooves  and  the  natterings  of  wily  old  gobblers  are  far  more  common  sights 
and  sounds  in  International  Paper's  forests  than  on  unmanaged  lands.  Many  kinds 
of  creatures  depend  on  the  land.  We're  committed  to  managing  the  forests  we  con- 
trol in  the  interests  of  all  of  them.  INTERNATIONAL^  PAPER.  Use  our  imagination. 


©1990  International  Paper  Company. 
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EPA  administrator.  It  includes  gov- 
ernment and  industry  representa- 
tives, as  well  as  people  from  environ- 
mental groups,  academia,  consulting 
firms  and  international  organiza- 
tions. Its  focus  is  on  finding  ways  to 
improve  the  transfer  of  U.S.  environ- 
mental technologies  to  foreign  coun- 
tries. This  information  will  be  used  at 
the  "G-7"  Economic  Summit  meeting 
of  leaders  of  the  Western  industrial- 
ized nations,  which  will  be  held  this 
summer  in  Houston. 


CONSUMER  FORCES 

Strong  lobbying  by  consumer  groups 
for  corporate  environmental  princi- 
ples, the  emergence  of  shareholder 
proposals,  "green"  shopping  guides 
and  the  enhanced  environmental 
knowledge  of  the  typical  citizen  com- 
bine to  produce  a  significant  market 
force.  Corporate  America  must  con- 
tinue to  change  its  thinking  at  the 
highest  levels,  or  it  will  continue  to 
feel  pressure  from,  and  lose  the  sup- 
port of,  the  large  pool  of  consumers 
and  stockholders  that  makes  up  its 
economic  base. 

Corporate 
Environmental  Principles 

"Just  as  South  Africa  was  the  domi- 
nant proxy  issue  of  the  1980s,  the 
environment  may  well  be  the  proxy 
issue  of  the  1990s,"  predicts  Doug 
Cogan,  manager  of  the  environmen- 
tal program  at  the  Investor  Responsi- 
bility Research  Center,  a  group  that 
follows  proxy  submissions.  As  many 
as  50  environmental  resolutions 
were  proposed  for  more  than  35 
companies  this  proxy  season.  The 
implications  for  industry  are  clear. 
Stockholders  are  cognizant  of  the  ac- 
tions of  the  companies  they  have  in- 
vested in  and  may  be  willing  to  vote 
their  stock  in  support  of  environ- 
mental initiatives. 

Among  the  most  discussed  topics 
in  corporate  environmental  circles 
these  days  is  the  "Valdez  Principles," 


a  set  of  10  corporate  commitments  to 
environmental  protection.  This  code 
was  drafted  by  the  Coalition  for  ,Envi-<^ 
ronmentally  Responsible  Economies 
(CERES)  last  September.  The  group 
has  been  looking  for  corporate  signa- 
tories for  the  principles  ever  since. 
While  industry  executives  have  ex- 
pressed serious  reservations  about 
what  they  see  as  the  intrusiveness  of 
the  Valdez  Principles,  the  CERES  pro- 
posal has  caused  many  companies  to 
reevaluate  their  standing  policies. 
Some  are  revamping  those  policies 
to  reflea  greater  environmental 
commitment,  and  to  develop  mecha- 
nisms to  measure  progress.  Mon- 
santo, AT&T  and  many  other  large 
and  small  organizations  have  issued 
strong  environmental  policies  in  a 
fashion  that  establishes  an  effective 
framework  for  action. 

The  Business  Roundtable  has 
helped  its  members  develop  or  up- 
date existing  environmental  policies 
through  a  generalized  list  of  alterna- 
tive corporate  commitment  state- 
ments which  may  be  appropriate  to 
particular  companies.  "Responsible 
Care,"  adopted  by  the  U.S.  chemical 
industry  through  the  Chemical  Manu- 
facturers Association,  is  an  extraordi- 
nary document.  Among  other  things, 
it  obligates  its  members  to  make 
health  and  environmental  consider- 
ations an  integral  part  of  business 
planning.  Adopted  in  1988,  the  prin- 
ciples are  intended  to  guide  both 
domestic  and  international  opera- 
tions. Just  last  month  the  American 
Petroleum  Institute  i.ssued  its  own  .set 
of  environmental  principles,  perti- 
nent to  the  oil  industry. 

Buying  Guides 

Sales  catalogs  have  traditionally  been 
a  popular  and  effective  way  to  target 
specific  consumer  group.s.  In  the  very 
competitive  home  shopping  market, 
the  rise  of  "green  guides"  has  been 
notable.  Their  distribution  and  influ- 
ence is  growing  and  they  rely  on 
consumer  willingness  to  .spend  mon 
ey  on  goods  produced  in  an  environ- 
mentally responsible  fashion. 


GREENER  MARKETS 
ABROAD 

While  Americans  have  generally  been 
expressing  their  environmental  pref- 
erences as  consumers,  Europeans 
have  been  doing  so  as  voters.  The 
Green  Part)'  has  made  impressive  in- 
roads into  the  political  life  of  the 
coalescing  European  Community.  In 
the  1987  German  Bundestag  elec- 
tions, the  Greens  received  8.3%  of 
the  vote.  As  of  last  June,  there  were  13 
Green  deputies  in  the  Italian  Parlia- 
ment, and  the  Greens  have  approxi- 
mately 5%  of  the  vote  in  the  Nether- 
lands. Furthermore,  their  influence  is 
even  greater  than  these  numbers 
would  indicate  since  many  of  their 
elected  officials  are  part  of  ruling 
coalition  governments.  The\'  have 
brought  environmental  issues  to  the 
floor  of  EuroF>e's  parliaments  and 
have  made  political  converts  out  of 
many  European  leaders  who  once 
viewed  their  movement  as  an  inci- 
dental annoxance. 

There  are  other  strong  indicators 
of  European  dismay  over  the  dark 
side  of  their  postwar  economic  mir- 
acle. Tlie  European  Commission 
(EC)  has  filed  suit  for  environmental 
violations  agaiast  many  member- 
.states.  It  has,  for  example,  taken  en- 
forcement action  agaiast  Britain  for 
violating  EC  drinking  water  .stan- 
dards. Under  a  recent  propo.sal,  the 
EC  is  considering  labeling  between 
40%  and  50%  of  the  chemicals  on  the 
European  market  as  "dangerous  for 
the  environment."  ITje  Greeti  Market 
ing  Guide,  a  survey  of  ecologically 
.safe  consumer  products,  has  had 
more  than  nine  months  on  the  Lon 
don  Sunday  Times  bestseller  list,  in 
eluding  a  week  as  number  one.  Ijst 
year  the  European  Court  of  Justice 
ruled  in  Denmark's  favor  after  Den 
mark  was  sued  for  re.straint  of  trade 
for  banning  all  sales  of  disposable 
beverage  containers.  The  court  fouml 
that  a  nation  has  the  right  to  bUxk 
free  trade  to  protect  its  environmen 
lal  .standards. 


Autopower 

for  the  90s- 
Natural  Gas, 

Tapping  our  vast  resources  of  natural  gas  for  use  as  a  vehicle  fuel 
will  help  us  say  hello  to  cleaner  air  and  goodbye  to  foreign  oil. 


Breathe  easier.  Clean  burning  natural  gas  is  significantly  lower  in  harmful  emissions 
than  other  fuels.  Cities  can  use  natural  gas  now  for  their  fleets  of  buses,  police  cars,  taxis, 
etc.,  to  comply  with  the  U.S.  Government's  Clean  Air  mandate.  Additional  benefits  of 
clean  burning  natural  gas  are  longer  engine  life  and  reduced  maintenance  costs. 
Emission  Rates*  and  Costs  Summary  for  Various  Alternative  Fuels 

Exhaust  Reactive     Evaporative  Reactive  Price  (per  Miles  per 

Alternative  Fuels        Hydrocarbons  Hydrocarbons  CO      NOx     gallon  equivalent)     $10  of  fuel 


Gasoline 
Methanol/85% 
Natural  Gas 


.41 
.30 
.15 


.66                3.50  1.0  $1.10 

.46                3.69  1.0  $1.45 

.00                  .63  1.0  $0.70 

•FTP  Emissions  (grams/mile) 


227 
172 
357 


Proven  worldwide.  Natural  gas  vehicles 
have  been  in  use  for  almost  fifty  years. 
About  three-quarter  million  are  being 
driven  today  and  the  number  is  rapidly 
growing. 


Bi-fuel  or  dedicated.  Both  gasoline  and  diesel  engines  can  be 
converted  to  run  on  natural  gas  as  well.  What's  more,  exciting  new 

vehicles  have  been  built 
that  operate  solely 
on  natural  gas. 
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Foul  weather  friend. 

Unlike  some  fuels, 
natural  gas  has  no  problem 
starting  up  in  sub-zero  temperatures. 
And  it  works  just  as  well  when 
it's  sweltering. 


Delivery  system.  Many  natural  gas 
refueling  stations  operated  by  municipal  and 
private  fleets  are  already  in  use.  And,  with  our  extensive 
natural  gas  distribution  system,  more  fleet  operators  can 
easily  take  advantage  of  the  many  benefits  of  driving  on 
clean  natural  gas-including  more  miles  per  dollar. 


Don't  try  these  tests  on 
your  current  fuel  tank. 

Natural  ga»  tanks  are  stronger  than  other  fuel 
tanks  as  the  safety  record  for  natural  gas 
vehicles  has  proven.  Severe  abuse  tests  have 
shown  they  withstand  impacts,  ^,  bullets  and 
even  dynamite. 


For  more  information  on  natural  gas  vehicles  (NGVs)  or 
fleet  conversions,  contact  Anthony  J.  Genaro,  American 
Gas  Association,  1515  Wilson  Boulevard,  Arlington,  VA 
22209;  (703)  841-8574. 


Natural  gas.  America's  best  energy  value. 

Ci990Annerican  Gas  Association 


As  American  business  looks  to 
the  opportunities  presented  by  the 
merging  of  the  European  market  in 
1992,  it  must  be  prepared  to  sell 
products  and  demonstrate  corporate 
philosophies  that  are  acceptable  to  a 
society  which  is  in  some  ways  more 
environmentally  sensitive  than  the 
U.S.  It  must  also  step  carefully  into 
the  Eastern  European  arena.  Almost 
50  years  of  Stalinist  industrialization 
has  left  an  ugly  legacy  for  the  region's 
new  leaders.  East  German  cities  typi- 
cally have  sulfur  dioxide  readings  six 
to  13  times  as  high  as  those  in  West 
Germany.  An  area  stretching  across 
Czechoslovakia,  Southern  Poland 
and  Southern  East  Germany  has  land 
and  water  so  acidic  that  75%  of  its 
trees  suffer  stunted  growth.  While 
these  countries  are  desperate  for  the 
material  wealth  that  new  political 
freedom  promises,   they  now  also 


have  vocal  green  panies.  Eastern  Eu- 
ropeans are  likely  to  demand  envi- 
ronmental protection  in  addition  to. 
new  jobs  and  cheap  industrial  goods. 
Europe  is  not  the  only  other  re- 
gion of  the  world  whose  people  are 
showing  greater  respect  for  the  envi- 
ronment. In  a  reaction  which  chal- 
lenges the  daily  habits  of  American 
businesses  and  communities  alike, 
the  countries  of  the  Third  World  are 
increasingly  reluctant  to  ser\'e  as  the 
industrial  nations'  waste  receptacles. 
America's  congressional  and  public 
sentiment  for  the  Third  World  is 
changing  as  well.  President  Bush's 
recent  decision  to  sign  the  Basel 
Convention  (an  international  agree- 
ment on  the  transboundarv'  shipment 
of  hazardous  waste)  reflects  that 
change,  as  well  as  possible  legislative 
amendments  restricting  such  ship- 
ments through  the  Resource  Conser- 
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INVEST  IN  THE  ENVIRONMENT! 


Environmental 
Services  Portfolio 

Fidelity  Helps  You  Invest  for  the  '90s 

Environmental  cleanup  is  likely  to  be  one  of  society's  most  pressing 
issues  through  the  '90s  and  beyond.  Fidelity  Select  Environmental  Services 
Portfolio  gives  you  a  way  to  harness  the  growth  poten- 
tial of  this  important  industry  with  the  convenience  of  a 
mutual  fund.  The  portfolio  targets  companies  engaged 
in  waste  management  and  pollution  control  activities. 

The  portfolio  is  aggressive  in  its  search  for  capital 
appreciation,  so  share  price  may  be  volatile.  Start  with 
$1000;  $500  for  IRAs. 


Fidelity  Select  Portfolios.®  For  more  complete  information,  including 
management  fees,  expenses  and  the  fund's  2%  sales  charge  and  1%  deferred  sales  charge, 
call  or  write  for  a  free  prospectus.  Please  read  it  carefully  before  investing  or  sending 
money.  Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  660603, 
Dallas,  TX  75266-0603  Service  for  the  hearing  impaired.  TDD/1 -800-544-01 18. 
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Call  24  hours 

1-800-544-8888 
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vation  and  Recovery  Aa.  reauthoriza- 
tion process. 

Democratization,  rapidly  advanc- 
ing technologN'  and  the  complicated 
interdependencies  of  the  modern 
global  economy  are  forcing  multina- 
tionals to  view  their  overseas  opera- 
tions in  a  new  light.  Companies  oper- 
ating in  Milan  may  eventual!)-  have  to 
meet  the  same  stria  standards  they 
would  in  Bo.ston,  while  Third  World 
and  Eastern  Bloc  market  opportuni- 
ties may  not  materialize  without  envi- 
ronmental accountabilit>'.  The  cau.se 
of  environmentalism  has  spread  from 
suburban  living  rooms  to  corporate 
boardrooms.  Transcending  barriers 
of  language  and  culture,  it  is  posi- 
tioning itself  as  one  of  the  keys  to 
international  business  .success  in  the 
rapidly  approaching  21.st  centur\'. 


PUTTING  ON  GREEN 
EYESHADE8 

Occasionally  in  the  past,  financial  an- 
alysts have  tried  to  draw  a  link  be- 
tween the  environmental  policies  of 
a  corporation  and  its  economic  per- 
formance. The  cleanup  costs  result- 
ing from  ecologically  irresponsible 
operations  can  be  .severe  but  have 
not  always  been  viewed  as  .serious 
po.ssibilities.  Today,  in  the  face  of 
experience  and  tough  federal  guide- 
lines, mo.st  financial  institutions  have 
adopted  the  belief  that  a  company's 
ecological   attitude   significantK    af 
fects  its  profit  margin.  Hnvironmental 
liabilities  can  be  highly  material  to  a 
reasonable    investor    or    purchaser, 
and  companies  mu.st  be  aware  of  the 
due-diligence  .searches  they  will  un 
dergo  in  the  course  of  future  "rou- 
tine" property  transfers. 

Environmental  asse.ssments  are 
becoming  standard  prtK'edure  in 
commercial  propert\  and  facilities 
transactions  Conducted  primarily  In 
the  lending  institutions,  the.se  aciivi 
ties  are  being  mandated  by  main 
.state  legislatures.  New  jersey  and 
(Connecticut,  for  example,  have  stai 
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utes  requiring  a  company  to  clean  up 
any  environmental  hazard  before  a 
property  can  be  sold.  Lenders  are 
justifiably  concerned  about  a 
borrower's  ability  to  repay  a  loan  due 
to  cash-flow  problems  incurred 
through  costly  environmental  reme- 
diation and  litigation.  Environmental 
contamination  on  or  near  a  piece  of 
property  can  have  an  obvious  impact 
on  its  value,  regardless  of  direct  li- 
ability for  remediation. 

With  respect  to  investment  po- 
tential, the  Securities  and  Exchange 
Commission  (SEC)  issued  an  inter- 
pretive release  last  May  stating  that  it 
now  requires  a  potential  responsible 
party  at  a  National  Priorities  List  site 
to  disclose  and  estimate  the  extent  of 
its  financial  liability  for  Superfund 
cleanups.  A  clarification  of  a  policy 
that  has  been  in  effect  since  the  mid- 
1970s,  the  SEC  interpretation  has 
broad  implications  for  companies 
that  may  be  party  to  a  cleanup  at  one 
of  the  nation's  1,218  proposed  or 
finalized  NPL  sites.  Furthermore,  the 
SEC  is  also  now  working  with  EPA  to 
share  information  on  companies  that 
have  received  large  fines,  or  have 
been  notified  that  they  are  potentially 
responsible  parties  at  Superfund 
sites.  This  type  of  intelligence  swap- 
ping on  issues  of  corporate  account- 
ability' may  eventualK'  extend  to  EPA 
programs  beyond  Superfund. 


CORPORATE 
ENVIRONMENTALISM 

The  obvious  benefits  nor^'ithstand- 
ing,  envirofimentalism  is  embraced 
along  mahogany  row  when  it  is  seen 
as  enhancing  a  company's  ability'  to 
turn  a  profit,  or  to  upgrade  its  public 
image.  Top  executives  become 
downright  enthusiastic  when,  as  is 
becoming  common,  new  processes 
are  developed  that  safeguard  the  en- 
vironment, boost  profits  and  garner 
good  press.  Man\'  groups  offer  envi- 
ronmental performance  awards.  The 
American  Paper  Institute,  for  exam- 


ple, assembles  a  panel  of  judges  each 
year  from  outside  the  industry  to 
evaluate  candidates  for  its  Environ- 
mental and  Energy  Achievement 
awards.  The  awards  recognize  inno- 
vative performances  that  go  beyond 
what  is  required  by  law,  and  which 
can  be  incorporated  throughout  the 
paper  industry. 

Other  companies  have  seen  the 
greening  of  American  society,  and 
are  marketing  products  which  appeal 
to  customers  mainly  on  their  ecologi- 
cal friendliness.  Having  gotten  their 
products  to  market  ahead  of  the 
curve,  they  have  already  begun  to 
realize  profits.  Arco,  for  example, 
having  astutely  anticipated  the  open- 
ing of  a  Clean  Air  Act-mandated  alter- 
native fuels  market,  introduced  its 
EC-1  Regular  gasoline  last  Septem- 
ber. If  all  present  users  of  leaded 
regular     in     Southern     California 


switched  to  EC-1,  the  air  pollution 
impact  would  be  equivalent  to  per- 
manently removing  20%  of  the  dirti- 
est vehicles  from  the  road. 

The  most  proven  way  to  com- 
bine profits  and  environmental  pro- 
tection is  through  recycling.  Recy- 
cling can  be  integrated  at  all  levels  of 
the  economic  chain,  from  consumer 
curbside  programs  to  industrial  feed- 
stock supplements.  Solid  waste  is  one 
of  America's  most  problematic  envi- 
ronmental issues.  Increasing  the 
number  and  types  of  recycling  pro- 
gram's both  at  the  local  and  corporate 
levels  is  a  simple  way  of  reducing  the 
six  billion  tons  of  solid  waste  pro- 
duced annually  in  this  country,  and  it 
appears  that  America  is  ready  for  an 
increased  recycling  effort.  A  recent 
survey  showed  that  78%  of  the  re- 
spondents would  be  willing  to  pay 
more  for  a  product  packaged  with 


WATTS  NEW 


The  beginning  of  the  Earth 
Decade  this  year  reflects  a 
renewed  universal  concern 
for  the  environment. 

Something  we've  been  prac- 
ticing for  many  years. 

Providing  our  customers  with 
clean,  reliable,  reasonably-priced 


electricity  is  our  responsibility. 
Providing  it  with  concern  for  the 
environment  is  our  commitment. 
Today,  this  combination  is 
attracting  more  business,  more 
people  to  Texas.  Proving  that 
the  good  earth  and  good  business 
can  grow  hand-in-hand. 


TUELECTRIC 
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Change  is  in  the  air.  Right  now, 
the  world's  first  emission  control 
gasoline,  ARCO's  EC-1  Regular, 
is  helping  reduce  pollution  from 
thousands  of  Southern  Califor- 
nia cars.  For  all  of  us,  it  is  a 
significant  move  in  the  right 
direction.  And  we're  moving 


HELPING  PEOPLE  DO  SOMETHING 
FOR  THE  EARTH.  EVERY  DAY. 


ahead.  Committing 
our  resources  and  technologies 
to  a  series  of  emission  control 
gasolines  for  all  vehicles. 
Gasolines  from  ARCO  that  will 
enable  each  of  us  to  reduce 
pollution  without  modifying 
our  cars.  Gasolines  that  will 
help  clear  the  skies.  Gasolines 
designed  to  be  part  of  the  air 
quality  solution,  every  day. 


ARCO 


BVKSMM  CIMTIMM.  8AS0UK. 

TNiruiKMDSMnfsounni. 


For  more  clean  air  information,  please 
contact  ARCO  Public  AKairs  AP  4477 
515  South  Flowef  St .  Los  Angeles.  CA  90071 
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recyclable  or  biodegradable  materi- 
als. 

Institutionalized  with  the  help  of 
trade  groups  such  as  the  Council  for 
Solid  Waste  Solutions  and  the  Nation- 
al Association  of  Solvent  Recyclers, 
recycling  has  a  firm  grip  on  many 
communities  and  industrial  sectors. 
The  Reynolds  Metal  Co.  is  an  exam- 
ple of  a  successful  recycling  program. 
Reynolds'  program  is  based  on  a  long 
history  of  consumer-industry  interac- 
tion, manifested  through  the  722  lo- 
cations nationwide  where  Reynolds 
buys  cans  and  other  types  of  alumi- 
num from  the  public.  This  close  rela- 
tionship with  the  consumer  enabled 
Reynolds  to  recycle  9.7  billion  alumi- 
num cans  last  year. 


DOWN  TO  BASICS 

When  the  term  is  stripped  of  its  often 
artificial  political  and  social  taints,  we 
are  really  all  environmentalists.  We 
all  want  to  ensure  a  safe,  habitable 
world  for  our  children.  To  deny  fu- 
ture ecological  security  to  satisfy  so- 
ciety's near-term  wants  would  be  un- 
conscionable. Industry  has  made  tre- 
mendous strides,  but  more  will  be 
required.  Some  80%  of  people  re- 
cently polled  believe  that  protecting 
the  environment  is  so  important  that 
requirements  and  standards  cannot 
be  too  high,  and  environmental  im- 
provement must  continue  regardless 
of  cost. 

The  public  must  be  made  to  .see 
that  economic  growth  and  environ- 
mental protection  are  not  incompati- 
ble, and  are,  indeed,  inextricably 
bound.  Few  companies  could  survive 
the  cleanup  costs  and  consumer  out- 
rage that  are  today's  price  for  harmful 
practices  which  were  ignored  a  gen- 
eration ago.  In  order  to  advance  prof- 
itable environmentalism,  American 
business  mast  continue  to  show 
demonstrated  environmental  prog- 
ress that  buttresses  marketplace  ob- 
jectives. While  no  easy  task,  the  c(^m- 
panies  that  succeed  will  find  thein- 


In  April  1990,  Louisiana-Pacific  commemorated  the  planting  of  its  500  millionth  tree,  since 
the  founding  of  the  company  17  years  ago.  f^any  of  those  trees  begin  as  seedlings  at  the 
company's  nursery  in  Northern  California.  For  every  mature  tree  the  company  harvests,  at 
least  half  a  dozen  seedlings  are  planted. 


selves  among  the  most  respected  and 
profitable  in  the  world. 


WHAT  CAN  SMART 
BUSINESSES  DO? 

The  companies  mentioned  here  have 
taken  the  first  steps  in  the  direction  of 
environmentally  responsible  opera- 
tions, and  guidelines  can  be  drawn 
from  their  experiences.  While  ever)' 
industry  and  company  should  tailor 
its  environmental  programs  to  suit  its 
particular  needs,  .some  general  rec- 
ommendations can  help  guarantee 
success: 

Make  a  Fundamental,  Corporate 
Decision  to  Get  on  the 
Bandwagon 

This  means  support  from  the  iiighesi 
levels  of  the  company.  Boardroom 
endorsements  must  be  ct^mmunicat 
ed  all  the  way  down  the  ranks,  and 
similarly,  board  members  mu.st  be 
receptive  to  innovative  ideas  from  all 
employees.  Some  cnrndr  ni,  nv    ^.ich 


as  Occidental,  have  created  an  envi- 
ronmental committee  within  the 
board  of  directors.  The  committee  is 
made  aware  of  all  environmental  is 
sues  that  affect  company  operations, 
and,  as  such,  is  held  accountable  for 
both  favorable  and  adverse  results. 
Few  mechanisms  can  get  an  issue 
resolved  quicker  than  a  riled  board 
member. 

Make  Good  Intentions 
Written  Policy 

Corporate  hacking  of  environmental 
programs  needs  to  be  engraved  as 
company  polio'.  A  clear  declaration 
of  policy  must  be  broad  enough  lo 
encompass  long-term  compan\  goals 
but  still  be  able  to  hokl  each  and 
every  employee  at coimi.ihlc  to  its 
tenets. 

Programs  that  aciuali/e  the  (.or 
porate      environmental      siaiement 
should  be  recognized  as  an  integral 
part  of  a  unit's  operating  goals.  Stall 
mu.si  be  matle  to  shoot  lor  cleaner, 
more  efficient  operations  in  a  man 
ner  that  rewards  environmental  sue 
cess.   Fnvironmental   targets  should 
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Every  day  is  Earth  Day 
with  nuclear  energy 


Nuclear  energy  is  America's  second-leading 
source  of  electricity.  Every  day,  nuclear  energy 
generates  one-fifth  of  America's  electricity- 
enough  to  light  over  half  the  homes  in  the  U.S. 
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Nuclear  energy  helps  reduce  air  pollution. 

Every  day,  by  using  nuclear-generated  electricity 
Americans  help  reduce  airborne  pollutants  by  over 
19,D00tons. 


Nuclear  energy  doesn't  emit  greenhouse 
gases.  Because  nuclear  plants  generate  electricity 
cleanly,  every  day  nuclear  energy  helps  reduce 
greenhouse  gas  emissions  from  utilities  by  20%. 


Nuclear  energy  helps  reduce  our  dependence 
on  foreign  oil.  Even/  day,  nuclear  energy  helps 
cut  our  foreign  oil  use  by  over  850,000 '  »arrels  and 
reduce  our  foreign  oil  payments  by  $16  million. 


For  more  complete  information  on  nuclear  energy,  send  for  this  free  booklet. 

Write  to:  U.S.  Council  for  Energy  Awareness 

P.O.  Box  66080,  Dept.  ED09,  Washington,  D.C.  20035 


©1990USCEA 


m 


\ 


i  was  raised  to  believe 
that  wasting  resources 


I  ^  K)  1 1  lliTili  IVMi^  I  mv^ 


run  Louisiana-Pacific 
witiitliat  attitude." 

Harrv  A.  Merio,  Chairman 


"Respect  for  the  environ- 
ment is  nothing  new  to  me.  From 
the  time  I  was  a  small  boy  in  a 
poor  family  of  Italian  immigrants, 
Fve  understood  how  precious  our 
God-given  resources  are,  and  how 
important  it  is  never  to  waste 
them.  The  lessons  I  learned  from 
my  mother,  Clotilde  Merlo — 
lessons  of  thrift,  common  sense, 
courage,  hard  work,  and  strength 
of  pmpose  —  I  have  not  forgotten 
for  a  single  day. 

"And  as  the  head  of  the 
Louisiana-Pacific  family,  I  apply 
those  same  lessons. 

"So,  rather  than  a  new- 
found 'corporate  stance'  created  in 
response  to  environmental  activ- 
ists, it  is  my  deeply  held  personal 
philosophy,  instilled  in  me  by  my 
mother,  that  guides  our  company. 

"Growing  up  in  the 
California  mill  town  of  Stirling  City, 
I  never  wanted  to  do  anything  else 
but  be  in  the  lumber  business. 
I  love  trees  because  they're  renew- 
able, like  a  garden.  And  111  always 
believe  that  wood  is  the  best 
building  material  there  is.  But  that 
doesn't  mean  I  have  to  do  things 
the  old  way. 

'Traditionally,  our  industry 
has  just  made  lumber  and  ply- 
wood, using  the  best  parts  of  big 
trees  and  leaving  the  'slash'  to  be 
burned.  There's  no  ftiture  in  that 
If  s  expensive,  if  s  wasteftil,  and 
if  s  unnecessary. 


"Instead,  Louisiana-Pacific 
has  taken  an  aggressive  lead  in 
applying  technology  that  uses 
every  part  of  the  tree  to  produce  a 
wide  range  of  building  products. 
Even  more  importantly,  we're 
continually  developing  building 
materials  that  use  abundant, 
fast-growing,  small-diameter, 
non-controversial  tree  species. 

"Our  proudest  example 
of  this  kind  of  innovation  is  the 
success  we've  had  with  our 
Inner-Seal®  product  line.  Inner-Seal 
is  a  structural  panel  made  from 
wood  wafers,  adapted  for  a  wide 
variety  of  ^plications,  which  in 
every  case  out-perform  the 
conventional  products  made 
from  larger  trees.  So  every  time 
a  builder  chooses  an  Inner-Seal 
product,  he's  reducing  our 
industry's  dependence  on  old- 
growth  timber 

"FiberBond  ii  our  newest 
product,  is  an  improvement  over 
conventional  wallboard. 
FiberBond  is  made  by  blending 
gypsum  with  recycled  newspaper, 
so  every  panel  contributes  to  a 
cleaner  environment 

"My  mother  used  to  say, 
'God  is  in  the  water'  It  was  her 
way  of  teaching  us  to  respect  our 
environment,  to  keep  it  clean. 
At  Louisiana-Pacific  we  take  pride 
in  our  well-maintained  offices 
and  plants  which  dignify  our 
employees  and  our  surrounding 
communities.  Whenever  potential 
hazards  are  brought  to  our  atten- 
tion, we  incorporate  the  latest 
technology  to  protect  our 
resources.  An  example  is  the 
leadership  position  we've  taken 
with  our  $75  million  investment  to 
upgrade  pollution  controls  at  our 
pu|)  mill  in  Samoa,  California. 

"Near  Samoa  is  the 
Clotilde  Merlo  Tree  Nursery 
dedicated  to  my  mother.  Here  and 
in  other  regional  L-P  nurseries  we 


grow  millions  of  seedlings  each 
year  for  a  new  generation  of 
American  forests.  Our  success  de- 
pends on 'having  a  sustained  sup-' 
ply  of  affordable  timber  for  today's 
customers  and  tomorrow's.  So,  for 
every  mature  tree  we  harvest,  we 
grow  a  half  dozen  in  its  place.  We 
plant  them  and  nurture  them  and 
all  of  us  benefit  from  the  products 
LrP  makes  from  them  in  our  plants 
and  mills  all  over  the  country. 
We're  proud  to  be  part  of  an 
industry  which  plants  2.7  billion 
trees  a  yean 

"In  the  fiiture  well  depend 
even  less  on  our  forests,  using 
fiber  from  drip-irrigated  planta- 
tions which  produce  a  harvestable 
crop  of  trees  every  seven  years. 
We're  planting  ItaHan  poplar  and 
eucalyptus — ideal  species  for 
L-Fs  products  of  the  fiiture.  Better 
yet,  we  can  control  site  selection 
for  these  plantations  so  they're 
close  to  our  mills  and  our  markets. 

"We're  going  to  face  a  lot 
of  challenges  in  this  decade,  in  an 
atmosphere  of  increasing  envfron- 
mental  activism,  and  a  shrinking 
supply  of  resources.  I  welcome 
those  challenges.  In  fact,  I'll  feel 
right  at  home.  I  know  well  be  able 
to  make  the  best  building  products 
available,  while  looking  after  the 
forest  for  our  grandchSdren's 
grandchildren.  I  think  my  mother 
would  be  proud." 

Kyou'd  like  more  informar 
tion  on  any  of  our  products,  or  a 
copy  of  our  annual  report,  please 
write  Louisiana-Padfic,  PO.  Box 
14689,  Portland,  OR  97214-9919. 


4P 


Louisiana-Pacific 


RberBond  is  a  trademark  of  Louisiana-Pacific  Corporation. 
I/P,  Louisiana-  Pacific  and  inner-Seal  are  registered 
trademarks  of  Louisiana-Pacific  Corporation. 
©Louisiana-Pacific  Corpaation  1990 
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be  placed  next  to  business  targets, 
and  the  relationship  between  the  two 
should  be  made  unmistakable. 

Don't  Be  Afraid  to  Set  Goals 
Beyond  Federal  and  State 
Requirements 

Monsanto,  3M  and  other  companies 
have  publicly  set  goals  for  emissions 
reductions  that  far  exceed  any  cur- 
rent federal  standards.  Continued 
monitoring  and  maintenance  of  each 
unit's  performance  make  these  aspi- 
rations achievable.  A  company  is  usu- 
ally much  better  prepared  than  a  gov- 
ernment agency  to  know  the  limits  of 
its  preventative  capabilities.  Rather 
than  hiding  any  excess  capacity,  an 
organization  should  commit  to 
achieving  increased  performance.  In 
the  long  run,  increased  pollution 
control  saves  money,  provides  good 
public  relations  opportunities  and 
protects  natural  resources. 

Take  the  Initiative  Both  In 
Technological  Innovation  and 
Public  Policy  Formulation 

Industry  must  commit  its  resources  to 
developing  environmentally  benign 
technologies  as  well  as  products  that 
appeal  to  a  greening  world  market. 
While  returns  on  such  investments 
may  not  be  seen  in  the  short  term,  the 
benefits  of  establishing  a  technologi- 
cal base  from  which  socially  responsi- 
ble products  and  processes  will 
spring  cannot  be  overstated. 

Environmental  public  policy  for- 
mation need  not  be  the  exclusive 
prerogative  of  government  agencies. 
Business  can  contribute  a  sensible 
mix  of  foresight  and  technical  real- 
ism. Industry  can  ensure  that  the  gov- 
ernment and  the  public  receive  qua! 
ity  data  on  the  abilities  of  industry  to 
comply  with  regulatory  and  societal 
trends. 

Work  Closely  with  Public 
Interest  Groups 

The  Corporate  Conservation  Council 
of  the  National  Wildlife  Federation  is 


ARCO's  Chairman  Lod  Cook  at  an  EC-1 
pump  in  Southern  California 

"Economic  growth  must  the  engine  of 
environmental  improvement;  it  must  pay  for 
the  technologies  of  protection  and  cleanup. 
ARCO's  EC-1  reformulated  gasoline  is  a 
good  example.  The  refining  industry  makes 
the  investment,  the  driving  public  buys  the 
fuel,  air  pollution  is  reduced,  the  whole 
country  benefits.  Solid  economics,  solid 
environmental  policy." 


an  example  of  an  organization  that 
provides  a  forum  for  constructive  dia- 
logue between  industry  and  environ- 
mental activists.  Established  in  19H2, 
the  Council  consists  of  20  senior  in- 
dustry executives  who  consult  with 
each  other  and  the  NWF  on  matters  of 
mutual  interest  concerning  the  u.se  of 
natural  resources.  This  type  of  inter- 
aaion  is  invaluable  in  foreseeing  pos- 
sible points  of  conflict  and  rectifying 
them  before  they  occur. 

Work  with  Other  Companies  to 
Use  Resources  Effectively  and 
to  Reflect  Genuine  Concern  for 
an  Industry-wide  Problem 

Working  closely  with  other  compa- 
nies is  a>  I'^portant  as  establishing 


bonds  with  public  interest  groups. 
Ford  Motor  Co.  and  Sun  Refining 
Marketing  Co.  recently  initiated  a 
joint  effort  to  help  meet  the  alterna- 
tive fuels  provisions  in  the  current 
Clean  Air  proposal.  It  is  this  kind  of 
cooperation  that  must  become  the 
norm  if  industry  wants  to  allocate 
limited  resources  effectively  and  still 
make  significant  environmental 
progress. 

Communicate  Effectively  and 
Credibly  with  the  Public 

Strong  lines  of  communication  will 
allow  industry  to  disseminate  infor- 
mation about  actual  and  potential  en- 
\ironmental  and  health  risks,  about 
the  feasibility'  of  particular  solutions 
and,  most  imponantly,  about  indus- 
try's active  role  in  the  emironmental 
movement.  Good  communication 
will  prevent  .surprises  and  will  even- 
tually allow  consumers  to  ass(x:iaie 
particular  companies  with  environ- 
mental re.sponsibilit>'. 

Commit  to  the  Long  Haul 

Restructure  your  organization  to  ac- 
count for  environmental  planning,  es- 
tablish liai.sons  with  local  and  national 
environmental  groups  and  hire  expe- 
rienced environmental  professionals. 
The  greening  of  America  is  not  a 
passing  fad.  Companies  must  be  will- 
ing to  make  sub.stantial,  lasting  modift 
cations  to  their  operations  if  they  in 
tend  to  survive  even  into  the  next 
decade.  Environmentally  aware  con 
sumers  will  demand  it,  and  the  pliinets 
survival  may  well  depend  on  it 


Ijee  M  Tlionias  i,s  chairman  anil  chief  cxctiuivf 
ofTiccr  of  l.;iw  Knvironmc'nial  inc  ,  an  inierna 
lional  consuliinx  Rrni  bascil  in  Kenncsaw,  GA., 
thai  spccializf.s  in  environniffiia!  fiiKinivriiin, 
eanh  scifna-s  anil  |Toliiy  anaK^is  Ironi  l*WS 
to  19H9,  prior  lo  jojninn  ihc  firm.  Mr  llioni.Ls 
.scrv'fd  as  ilir  Aiiniinisiraior  ol  liii-  \\'A  Krii  J 
Callisio,  a  |iroji-a  nianam-r  wiih  the  lirni  n  |ioli 
ty  olTiif  111  W.LshitiKton,  DC,  and  John  J.  Ore 
CO,  a  WashiiiKton  basfil  frtflaiKC  journaliM, 
contrilniii'il  to  this  artii It- 
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THERE'S  NO  PLACE 
LIKE  HOME 

ANYWHERE. 


April  22  marked  the  20th 
anniversary  of  Earth  Day,  that 
special  Jay  for  celehratinjj;  the 
magnificence  of  our  heautifiil 
planet  and  focusing'  on  the  pro- 
tection of  its  fra^'ile  environment. 

What  on  earth  can  we  all  do 
[()  help.^ 

At  Bnter^'y  C'orporation,  one 
of  the  nation's  larj^est  electric 


systems,  we're  constantly  work- 
ing' to  insure  that  health,  safety 
and  the  envirtmment  are  prior- 
ities in  the  desi^m,  construction, 
use  and  mainteiiance  of  all 
power  plants  and  System  facil- 
ities in  our  service  territory  ol 
Arkansas,  Louisiana,  Mississippi 
and  southeast  Missouri. 


Because  there  truly  is  no  place 
like  h(Mne. 
Anywheie. 


Entergy 
Corporation 


I  he  Middles. 


Companies  within  Entergy  Corporation's  Middle  South  Electric  System  inchnie  Afkans.ir.  I \ >W(  v  ^  I  ujhl  (  a  niif  k iny.  I  <  nny.u ui.  i 
Powers.  I  igtn  Company  Mississippi  Power  S.  Light  Company  New  Orleans  rul)lic  Soivice  Inc  .  System  I  neniv  h'esiniu-er..  Inc 
and  Lntergy  Services.  Inc  Our  New  York  Stock  Lxcliange  symbol  is  "L  III"  out  listing  is  "Lnh  'uiv "  ( )ui  In  \  h  hjii.  iiU  'is  ,  h  h  In  v..-.-  /.• 
Entergy  Corporation.  PO  Box  6 1000.  New  Orleans.  I A  70161 
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Vincent  Calarco  probably  could  have  run  a  big  company.  He 
chose  instead  to  run  a  smaller  one,  and  has  done  it  brilliantly. 


Living  off 

leavings 


By  Chris  Palmeri 


AN  AVID  SKIER,  Vinccnt  Calarco 
says  his  children  tease  him 
b  about  the  rather  drab-looking 
garb  in  which  he  hits  the  slopes.  This 
is  fuel  for  family  jokes  because  the 
company  Calarco  runs,  Crompton  &. 
Knowles  Inc.,  produces  the  apparel 
dyes  that  produce  many  of  the  trendy 
bright  yellows,  pinks,  fuchsias  and  vi- 
olets now  popular  in  sportswear. 

Let  the  kids  tease.  There  is  nothing 
drab  about  Crompton  &i  Knowles'  fi- 
nancial performance,  especially  when 
compared  with  what  it  was  before  Ca- 
larco took  over  in  1985.  During  the 
early  1980s,  the  150-year-old,  Stam- 
ford, Conn. -based  company  had  mo- 
seyed along,  earning  net  margins  of  a 
bit  over  3%  on  essentially  stagnant 
sales  of  around  $240  million. 


During  this  time,  Calarco,  a  young 
chemical  engineer  with  a  Harvard 
M.B.A.,  was  president  of  Uniroyal's 
$600  million  chemical  division.  He 
had  a  good  chance  of  climbing  to  the 
top  of  Uniroyal's  ladder.  But  he  was 
already  itching  to  run  his  own  show. 
When  he  was  offered  the  job  of  chief 
executive  at  Crompton  &.  Knowles, 
Calarco,  only  42  at  the  time,  jumped 
at  the  chance.  Since  then  Crompton 
&.  Knowles'  net  margin  has  grown  to 
7%,  sales  to  $356  million.  The  com- 
pany's return  on  equity  has  averaged 
19%  a  year  in  the  last  five  years,  dou- 
ble its  performance  in  the  five  years 
before  Calarco  and  significantly  above 
the  specialty  chemicals  industry  aver- 
age of  16%.  The  company's  stock  was 
recently  selling  at  its  alltime  high, 
and  many  analysts  believe  there's  still 
plenty  of  room  for  appreciation. 
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Crompton  &  Knowles'  Vincent  A.  Calarco 

A  significant  amount  of  business  in  5-gaUon  drums. 


Crompton  8k  Knowles  is  in  three 
businesses:  dyes  for  textile  and  indus- 
trial markets,  flavors  and  seasonings 
for  food  and  pharmaceuticals,  and  ma- 
chines for  the  packaging  industry. 

When  Calarco  took  over,  a  dye  in- 
dustry consolidation  was  well  under 
way.  Because  of  growing  textile  im- 
ports and  overcapacity  in  the  indus- 
try, big  domestic  dyemakers  such  as 
Du  Pont,  Allied  Chemical  and  Ameri- 
can Cyanamid  exited  the  business. 
Over  the  past  six  years,  25%  of  do- 
mestic dye  capacity  has  disappeared, 
while  demand  has  grown  modestly. 
Simply  by  staying  in  the  business, 
Calarco  has  been  able  to  increase  sub- 
stantially Crompton  &.  Knowles'  dye 
sales  and  margins.  "There  are  no  loss 
leaders  anymore,"  Calarco  says. 

Today  Crompton  &.  Knowles'  major 
competitors  are  foreign  companies 
like  Ciba-Geigy,  Sandoz  Pharmaceu- 
ticals and  BASF's  Mobay  division. 

The  dye  division's  success  isn't  all 
the  result  of  luck,  however.  To  reduce 
cyclicality,  Calarco  diversified  from 
the  company's  base  in  apparel  by  sell- 
ing to  the  carpeting  and  home  furnish- 
ings industries;  Crompton  &  Knowles 
is  now  the  second-biggest  supplier  of 
carpet  dyes,  just  after  Ciba-Gcigy.  He 
also  began  selling  specialty  dyes  to. 
the  automotive  and  paper  industries, 
looking  for  niches. 

"This  isn't  a  commodity  business, 
where  one  truckload  of  benzene  is 
exactly  like  another,"  says  Calarco. 
"We  do  a  significant  business  deliver- 
ing dyes  in  S-gallon  drums." 

Calarco's  strategy  for  the  flavors 
and  seasoning  side  of  Crompton  ik 
Knowles  was  to  expand  it  as  much  as 
possible.  In  1988  the  company  bought 
Ingredient  Technology  for  $50  mil- 
lion. That  more  than  quintupled  the 
division's  sales  and  gave  Crompton  i**. 
Knowles    the    ability     to    compete 
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'Ifs  always  better 
to  negotiate  from 
a  position  of  power' 

If  I  the  conference  room  or  on  the  hii^hwdy, 

the  more  support  you  hove  behind  you,  the  more 

mores  you  am  tiuike  with  ahsohite  conficlence. 

That's  the  whole  idea  of  the  extra  powerful  156-hp. 
four-cam,  24-valye  Camry  V6eni^ine.  Desii^ned 

to  deliver  that  extra  boost  in  passini^,  climbini^  or 
towing  power  it  gives  you  the  advantage  in  chal- 
lenging transactions  on  the  road.  Yet  it  provides 
vouwith  roomy  comfort  you  am  appreciate  even 

at  your  quickest  executive  pace.  The  1990  Toyota 

Camry  V6.  Adynanu)fora  dynamo. 

''Toyota,  I  love  what  you  do  for  me!' 


CM  I  WK)  (iO-TOYOTA  lor  more  inlorniation  and  the  loeaiion 


.  Hiickle  Up'  "^'  IW  'li)y()la  Molor  Sa 


A  MACHINE  TH/^^NMlkP 
YOUR  BUSINES^L(^l|RliH. 


The  beauty  of  growing  a  business. 

All  it  takes  is  long  hours,  nurturing,  and  a 
t'irni  financial  foundation.  If  you've  gorthe 
touch.  The  Xerox  Financial  Machine  can  help 
your  business  blossom. 

You  can  lease  or  finance  anything  from 
enough  equipment  to  run  a  nursery  to  a  single 
Xerox  copier.  All  from  Xerox  Credit  Corpo- 
ration. You  can  grow  with  investment  banking 
and  institutional  brokerage  from  Furman 
Selz.  Van  Kampen  Merritt  offers  prudent 
fixed  income  asset  management  capabilities 
to  meet  your  long  term  goals.  The  annuities 
and  life  insurance  of  Xerox  Life  are  geared  to 


help  ym.  I  a  healthy  retirement.  And 

for  the  kind  o\  business  insurance  you  can 
count  on,  you  want  insurance  from  Crum 
and  Fprster.    .   ^ 

It-s  all  part  df  Xerox  Financial  Services; 
a  diversified  group  of  financial  companies 
with  oyer  $l§, billion  in  assets.  So  >ou  can 
handle  many  financial  needs  with  a  singular 
standard  of  excellence. 

No  matter  what  field  you're  in. 

To  find  out  how  The  Xerox  Financial 
Machine  can  help  your  business  tlourish. 
write  Xerox  Financial  Services,  P.O.  Box 
5000,  Norwalk.CT  06856. 
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XEROX 

FINANCIAL  SERVICES 


THE  FINANCIAL  MACHINE 


against  much  larger  outfits,  such  as 
International  Flavors  &.  Fragrances 
and  McCormick  &  Co.  Crompton  &. 
Knowles  is  now  the  nation's  largest 
supplier  of  molasses,  which  helps 
keep  cookies  and  breads  moist  and 
sweet.  Through  a  combination  of  con- 
solidating the  acquisition's  opera- 
tions into  Crompton  &.  Knowles  and 
building  a  new  plant  in  Mahwah,  N.J., 
Calarco  expects  operating  margins  of 
the  flavor  division  to  double  this  year, 
to  about  10%,  and  to  expand  to  15% 
in  a  couple  of  years. 

That  leaves  Crompton  &.  Knowles' 
third  division:  Davis-Standard,  which 
makes  extruding  machines.  These 
take  plastic  pellets  and  squeeze  them 
into  sheets  for  wrapping  or  packaging 
various  items.  Here  again  the  strategy 
w^as  to  expand  the  sales  base.  While 


wire  and  cable  producers  bought  most 
of  Davis-Standard's  machines  before 
Calarco  took  over,  Crompton  &. 
Knowles  now  sells  more  sophisticat- 
ed extruders  to  companies  that  make 
medical  tubing,  plastic  window 
frames  and  plastic  ketchup  and  mus- 
tard bottles.  Davis-Standard's  domes- 
tic market  share  has  doubled,  to  40% , 
and  its  operating  profits  have  more 
than  tripled  under  Calarco's  tenure. 

From  an  investment  point  of  view, 
the  best  time  to  have  bought  Cromp- 
ton &.  Knowles  stock  was  in  1985, 
when  Calarco  arrived  and  the  shares 
were  $6  each.  Recently  they  were  $35 
each — but  the  Wall  Street  consensus 
holds  that  the  company  is  still  a  bar- 
gain. Selling  for  about  eight  times  op- 
erating cash  flow — and  with  a  steadily 
increasing  dividend  that  now  works 


out  to  a  2.5%  yield — the  stock  does 
not  appear  overvalued. 

Analysts  are  predicting  a  20%  earn- 
ings increase  (to  $2.40  a  share)  this 
year,  and  Calarco  figiues  that,  barring 
a  major  recession,  he  can  keep 
Crompton  &  Knowles'  earnings  grow- 
ing at  about  10%  a  year  above  infla- 
tion for  the  next  five  years.  He  also 
plans  to  keep  distributing  a  third  or 
more  of  the  company's  earnings  as 
^dividends.  Long-term  debt,  at  $41 
million,  is  modest;  Calarco  has  ample 
reserves  to  spend  on  plant  and  equip- 
ment, which  he  says  is  necessary  to 
keep  the  core  businesses  competitive. 

"I  never  wanted  this  company  to  be 
knov^m  as  an  industrial  giant,"  Ca- 
larco insists,  "just  well  managed  and 
very  profitable."  So  far,  he  has 
achieved  his  objectives  admirably.  ■ 


Even  in  the  information  age  people  need 
metal  cutting  tools.  Kennametal  makes  ex- 
cellent tools,  but  there  is  a  lot  more  to  this 
company's  strategy  than  that. 


Retooled 


By  Reed  Abelsoo 


CAN  AN  OLD-LINE  maker 
of  metal  cutting  tools 
stop  thinking  in  terms 
of  products  and  start  thinking 
in  terms  of  customer  needs? 
Judging  by  Latrobe,  Pa. -based 
Kermametal  Inc.,  the  answer  is 
yes. 

"We  had  to  get  people  to 
concentrate  on  service  to  our 
customers,"  says  Quentin  C. 
McKenna,  63,  the  company's 
chief  executive.  "To  get  not 
just  the  message  to  everybody, 
but  also  to  instill  a  belief  in 
everybody,  probably  takes  a 
decade." 

For  decades,  Kennametal 
had  it  easy.  The  company  is 
the  largest  U.S.  maker  of  cut- 
ting tools  for  the  metalwork- 
ing  industry.  In  the  decades 


Jatk  San  Anmcrp 


Kennametais  Quentin  C.  McKefV' 
But  how  to  retool  the  worfcerk  / 


following  World  War  II,  with  demand 
for  cars,  refrigerators  and  washing  ma- 
chines booming,  Keimametal's  big- 
gest problem  was  getting  its  tools  out 
the  door  fast  enough. 

A  distant  relative  of  Kennametal's 
fovmding  family,  Quentin  McKerma 
had  worked  28  years  as  an  engineer  at 
Hughes  Aircraft  when  he  was  asked  in 
1979  to  take  charge  of  Kennametal. 
After  a  few  smooth  years  at  the  helm, 
McKenna  watched  in  horror  as  de- 
mand for  his  products  dropped  30%. 
Not  only  was  there  the  early  1980s 
recession  to  contend  with,  but  many 
of  Kennametal's  traditional  custom- 
ers were  using  less  metal  and  more 
plastic  in  their  products. 

No  customers,  no  profits.  In  1983 
the  company  lost  $11  million  on  sales 
of  $271  million.  Recalls  McKenna,  "I 
really  wondered  whether  I  had 
made  a  mistake." 

The  standard  approach  to 
such  problems  is  to  lay  off 
workers,  and  McKenna  did 
some  of  that.  But  he  knew 
more  than  cost-cutting  was 
needed.  He  contmued  heavy 
spendmg  on  research  and  de- 
velopment, and  automated  for 
greater  efficiency.  By  moving 
away  from  making  tools  in  big 
batches,  Kennametal  can  now 
get  out  an  order  in  a  few 
weeks — down  from  as  much 
as  20  weeks. 

The  next  step  was  to  retool 
the  employees,  to  get  them  to 
think  in  ways  that  would  turn 
this  new  manufacturing  flexi- 
bility into  new  business.  He 
installed  state-of-the-art  com- 
puter programming  to  coordi- 
nate manufacturing  times 
with  orders.  To  better  sec  in- 
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¥Nir  bank  needs 
your  help  to  fight 


illegal  drugs  and  mon^ 


America's  Full  Service 
Banks®  believe  that  being  a 
good  neighbor  is  an  important 
part  of  good  banking. 

That's  why  your  commer- 
cial bank  is  working  hard,  in 
cooperation  with  law  enforce- 
ment agencies,  to  keep  illegal 
drug  money  out  of  the 
banking  system. 

New  Federal  and  state  reg- 
ulations have  been  designed 
to  make  it  tougher  for  drug 
traffickers  to  dispose  of  large 
amounts  of  cash.  As  a  result, 
your  bank  may  be  asking  for 
personal  identification  when 
you  make  some  financial 
transactions— even  if  you've 
been  a  customer  for  many 
years.  On  occasion,  it  may  be 
necessary  to  ask  for  addi- 
tional information  that  your 
bank  did  not  need  before. 

Should  these  extra 
measures  cause  an  inconveni- 
ence or  slight  delay,  please 
accept  our  apologies.  With 
your  cooperation  we  can  help 
fight  the  drug  problem 
more  effectively. 

Want  to  learn  more  about 
how  banks  are  helping  make 
the  community  a  better  place 
to  live?  Talk  to  a  banker  at 
your  Full  Service  Bankf 

American  Bcmkers  Association 
1120  Connecticut  Avenue  N.  W 
Washington,  DC.  20036 


America's  Full  Service  Banks.  We  believe  being  a  good  neighbor  is  gpod  bankit}g! 


AT  ROLM 


THE  WAY  TO  GET  AHEAD 


AT  THE  OFFICE 


IS  TO  STAY  AWAY 


FROM  THE  OFFICE 


Its  not  that  were  cramped  for  space 
at  ROLM  Headquarters.  Very  sim- 
ply we  feel  that  every  moment  our 
field  force  spends 
in  our  office  is  a 
moment  they 
could  be  spend- 
ing with  you. 
Learning  your 
business.  Asking 
questions.  Find- 
ing out  what  they 
•  need  to  know  to 
make  your  tele- 
communications 
system,  and  your 
company's  opera- 
tions, as  effective 
as  possible.  From 
combining  voice 

8:56  a.m.:  the  ROLM  representative  reporting  to  work 
and  data  facilities  at  READER'S  DIGEST  World  Headquarters. 


into  one  integrated  system  and 
explaining  to  each  employee  exactly 
how  to  lise  it.Tb  improving  your 
call  center  productivity  through 


new  applications  like  CallPath." 
You  see,  at  ROLM  we  make  it 

our  business  to  know  yours.  And 

thats  something 
we  cant  do  sit- 
ting behind  a 
desk.  Or  stand- 
ing around  the 
coffee  machine. 
Which  means  as 
a  ROLM  cus- 
tomer, you  11  be 
seeing  a  lot  more 
of  our  people 
than  we  do.  And 
that's  fine  with 
us.  Because  well 
always  know  just 
where  to  find 
them.  And  so 
will  you.  For 

more  information,  please  call  us  at 

1-800-624-8999  extension  235. 

DflLM  WE  ASK  BETTER  QUESTIONS. 
nlllllll  YOU  GET  BETTER  ANSWERS. 

An  IBM  and  Siemens  Company 


^aeger-leCoultr^ 

Reverso. 
Ahead  of  its  time  since  1931. 


Pure  art  deco 
lives  on   in  this 
uncommon 
timepiece  which 
has   been   hand- 
crafted  by 
our   master 
watchmakers 
for   more  than 
50  years.     the 
reversible   case 
is  absolutely 

UNIQUE.       An 
ENGRAVED     MONO- 
GRAM    MAKES    THE 
REVERSO    A    JEWEL 
OF    A    WATCH.       A 
CHERISHED     COL- 
LECTOR'S    ITEM 
SINCE     1931. 


another  unique 
timepiece  from 
Jaeger-le- 
coultre.     in- 
troduced in 

1936.    THE 
ATMOS    CLOCK 
RUNS    ON    SLIGHT 
TEMPERATURE 
CHANCES    IN    THE 

AIR.  '  Almost 

PERPETUAL 
MOTION! 


The  Reverso 
has  a  unique 
twist:     it  turns 
into  a  refined 
piece  of  jew- 
ELRY. 


TRADITIONAL  JEWELERS 

2646  San  Miguel 

Newport  Beach,  CA  92660 

(714)  760-8035 


side  customers'  minds,  Kemiametal's 
designers  started  talking  to  customer 
service  representatives. 

For  the  metal  cutting  tools  Kenna- 
metal  makes,  the  company's  market 
share  has  increased  from  about  19% 
in  1979  to  around  30%  today.  Even  in 
Europe,  where  Sv^^edish  toolmaker 
Sandvik  dominates  the  market,  Ken- 
nametal  has  doubled  its  market  share 
to  about  11%. 

^  Nowr  Kennametal  is  beginning  to 
act  as  a  supplier  of  other  companies' 
tools.  At  gm's  Saturn,  Kennametal  is 
responsible  for  the  purchase,  manage- 
ment and  servicing  of  the  cutting 
tools  used  in  the  production  of  en- 
gines and  drive  trains — w^hether  the 
tools  are  made  by  Kennametal  or  not. 

Last  year,  in  an  attempt  to  reach 
more  segments  of  the  $8  billion  over- 
all metal  cutting  market,  McKeima 

**We  had  to  get  people  to 
concentrate  on  service  to 
our  customers.  To  get  not 
just  the  mess€ige  to 
everybody  f  but  also  to 
instill  a  belief  in  everybody  f 
probably  takes  a  decade/* 

bought  two  distributors.  The  first, 
Garrett  Industrial  Supply,  is  a  leading 
southwestern  distributor  of  industrial 
supplies.  In  January  Kennametal  add- 
ed another  piece  of  the  market  with 
its  purchase  of  i&.l  Industrial  Supply, 
a  mail-order  distributor  that  sells 
primarily  to  smaller  machine  shops. 
Together,  Garrett  and  i&l  Industrial 
Supply  should  be  able  to  boost  Ken- 
nametal's  sales  by  more  than  $100 
million  this  year. 

There  might  be  some  fallout  if  Ken- 
nametal's  manufacturing  rivals  refuse 
to  let  the  company  distribute  their 
wares.  But  in  some  product  lines  that 
could  give  Kennametal  more  opportu- 
nity to  sell  its  own  goods. 

For  the  fiscal  year  ended  last  June, 
Kennametal 's  profit  reached  a  near- 
record  $30  million  on  sales  of  $472 
million.  Says  McKcnna  of  his  corpo- 
rate retooling:  "We're  90%  there." 

What  about  the  other  10%  ?  McKcn- 
na is  expected  to  retire  next  year  and 
hand  the  company  over  to  Robert 
McGeehan,  who  was  named  president 
last  year.  But  first  McKcnna  wants  to 
convince  Wall  Street  that  his  two  new 
distributors'  thinnish  margins  will 
not  dilute  Kennamctal's  earnings. 
The  stock,  which  trades  on  the  New 
York  Stock  Exchange,  recently  closed 
at  around  33,  a  modest  ten  times  last 
year's  earnings  per  share.  McKenna's 
record  to  date  suggests  that  continued 
patience  will  be  rewarded.  ■ 


176 


FORBES,  MAY  28,  1990 


Put  your  nose  here  for 

the  next  8  hours  and  you'll 

understand  why  Alabama's 

workforce  is  so  productive. 


South  Central  Bell,  a  BellSouth  Company,  co-sponsored  this  ad  with  the  State  of  Alabama. 

Certainly  we're  not  the  only  state  that  can  claim  a  solid  work  ethic. 

But  our  workforce  goes  about  their  jobs  with  a  single-minded  intensity  which  results  in  produc- 
tivity that  Would  surprise  even  Europe  or  japan. 

Besides  their  sheer  desire,  our  workforce  has  the  added  muscle  of  Alabama  Industrial  Develop- 
ment TVaining.  A  program  so  effective  that  33  other  states  are  attempting  to  model  theirs  after  ours. 

Judging  by  gains  at  plants  like  JVC  in  TUscaloosa  (where  one  division  has  twice  set  worldwide 
production  records  over  Europe  and  Japan)  we've  already  got  a  proven  track  record  when  it  comes 
to  job  performance. 

The  way  we  see  it,  a  workforce  this  dedicated  can 
mean  the  difference  between  a  company  with  a  sharper 
competitive  edge  and  one  that  comes  grinding  slowly  to  a 
halt.  Call  or  write  us  today  for  information. 

Needless  to  say,  we'll  give  your  request  our  undivided 
attention. 


ALABAMA 

The  Great  Surprise. 


Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  TbllFree  1-800-248-0033. 


Why  Compaq  will  never  builqa 


Before  creating  anything, 
we  start  with  a  clean 
slate,  and  talk  to  personal 
computer  users  like  you. 


The  way  we  see  it,  the  so-so,  the  pretty 
good  and  the  just  plain  average  are  things 
for  someone  else.  Not  for  us.  And  most 

certainly  not  for  you. 
That's  the  reason 
why  every  COMPAQ 
personal  computer 
product  has  been 
designed  to  deliver 
on  a  simple  promise: 
to  simply  work  better.  This  approach  is 
what  makes  our  high-performance 
PCs  different  from  all  others. 

Working  better  applies  to  absolutely 
everything  we  do. 

It  starts  with  you.  Before  we  design  our 
products,  we  sit  down  and  talk  with  com- 
puter users  like  you.  To  see  what  you  want. 
And  what  you  need. 

Then  we  take  these  ideas  and  combine 
them  with  the  latest  technology  and  our  own 
innovative  thinking. 

The  result  is  a  line 
of  PCs  with  the  per- 
formance for  whatever 
you  do.  Performance 
that  comes  from  more 
than  just  the  processor. 
It  includes  features  like 


COMPAQ,  Registered  US  PalenI  and  Trademark  Office  SYSTEMPRO  Is  a  Iradtmark  'j(  i  nmpaq  L'oiiipuii 


high-speed  disk  drives  and  VGA  graphics. 
Room  to  customize  with  the  thousands  of 
available  expansion  cards  and  peripherals. 
And  the  compatibility  to  work  with  the  best 
of  industry-standard  technology. 

This  attention  to  detail  is  one  reason 
why  our  PCs  consistently  earn  the  highest 
marks  for  quality  from  computer  experts. 

And  unsurpassed  marks 
for  satisfaction  from 
PC  users. 

A  powerful 
example  of 
this  thinking  is 
the  COMPAQ 
SYSTEMPRO 
PC  System.  It  brings  an  unprecedented  com- 
bination of  performance  and  expandability 
to  connected  environments. 

Another  example  is  smaller,  but  just  as 
impressive.  The  COMPAQ  LTE/286  and 

COMPAQ  LTE  laptop 
PCs  fit  the  capabilities 
of  a  desktop  into  an 
8'/j-by-ll-inch  package. 

COMPAQ  personal  computers 
are  designed  to  fit  where  you 
work.  Whether  you  re  on  the 
35th  floor  overlooking  Man- 
haltan  or  at  35,000  feet  .some- 
where over  the  fiockie.s. 


COMPAQ  PCs  earn  an  impressive  number 
of  industry  awards.  But  it's  what  you  can 
do  with  our  PCs  that's  really  impressive. 


a  PC  that  simply  works  OK. 

It's  why  Business  Week,  FORTUNE  and  Our  approach  means  you'll  be  able  to 

other  publications  named  them  among  the       find  the  ideal  PC,  for  whatever  you're  doing, 
best  products  of  the  year  in  1989.  From  simple  word  processing  to  complex 


No  matter  what  you  do,  you  'II  find  there's  a  COMPAQ  PC  system, 

You'll  find  better  ideas  inside  each  and 
every  COMPAQ  personal  computer. 

COMPAQ  486, 
386, 386SX  and  286 
products  are  designed 
to  deliver  the  high- 
performance  difference. 

Every  COMPAQ  product  is  meticulously  designed.  Ideas  that 
don't  measure  up  will  wind  up  here,  not  in  your  office. 

Our  rugged  laptops  and  portables  let 
you  work  on  the  road,  without  compro- 
mise. Andboth  our  desktops  and  systems 
help  you  bring  more  power  to  more  people. 

^^  Compaq  Compuier  Corporanon  All  righis  reserved 


desktop,  portable  or  laptop  that  will  help  you  work  even  better 

financial  analysis,  data- 
base management  and 
computer-aided  design. 

All  told,  COMPAQ 
PCs  offer  the  difference 
between  simply  work- 
ing OK  and  simply 
working  better. 

For  more  information  and  the  location 
of  an  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  117. 
In  Canada,  1-800-263-5868,  Operator  117. 

comPAa 

It  simply  works  better. 


A  worldwide  network  of 

Authorized  Dealers  is  ready 

and  waiting  to  help  you. 


There  were  no  ohvioiAS  reasons  for  the 
sensational  rise  of  the  country  fund  shares; 
nor  were  there  obvious  causes  for  their 
collapse.  Ab,  there  s  Nomura,  thefapanese 
brokerage  hoiAse  Whafs  up— or  down? 

What  did  in  those 
country  funds? 


By  Nikhil  Hutheesing 


COUNTRY  FUNDS — investment 
companies  with  portfolios 
concentrated  in  specific  na- 
tions— were  for  a  while  the  sensation 
of  the  stock  market.  So  much  money 
poured  into  a  small  number  of  closed- 
end  funds  that  these  New  York  Stock 
Exchange  shares  sailed  to  ridiculous 
highs:  The  Spain  Fund,  for  example, 
traded  at  a  165%  premium  to  its  net 
asset  value  in  October;  and  in  January 
the  Germany  Fund  pinnacled  at  a 
100%  premium,  Austria  Fund  at  85%, 
Thai  Fund  at  88%.  This  when  your 
garden  variety  closed-end  sold  at  a 
discount  of  15%  or  more. 

But  then  the  music  stopped.  The 
Thai  Fund  dropped  from  a  high  of  $35 
to  a  recent  $20  per  share.  The  Austria 
Fund  is  down  35%;  Germany  Fund, 
23%;  Spain  Fund,  47%;  Malaysia 
Fund,  27%;  and  Taiwan  Fund,  52%. 

In  the  cases  of  Germany  and  Aus- 
tria, these  drops  did  not  reflect  any 
weaknesses  in  the  underlying  stock 


markets.  The  Austrian  stock  market 
has  gone  up  30%;  Germany's,  6%. 
Where  markets  did  fall,  the  drop  in 
the  fund  price  was  dramatically  dis- 
proportionate (see  chart)- 

Why  the  irrational  rise  and  the  sud- 
den coming  to  earth?  In  February 
Forbes  explained  the  why  of  the  rise: 
Japanese  brokers  had  taken  as  much 
as  80%  of  the  issues,  then  offloaded 
the  shares  on  their  domestic  retail 
customers,  who  were  expected  to  put 
the  shares  away  and  enjoy  a  long  up- 
ward rise  on  the  fortunes  of  the  econo- 
mies involved.  As  stocks  rose,  some 
short-sellers  were  tempted  to  come 
in.  As  losses  mounted,  they  rushed  to 
cover,  increasing  demand  further. 

Forbes  spoke  with  numerous  bro- 
kers and  traders  who  suspect  certain 
Japanese  brokerage  houses  of  making 
huge  profits  selling  the  initial  shares 
they  held  while  filling  retail  orders. 
The  Japanese  brokerage  firms  suc- 
ceeded in  inflating  prices  of  the  funds 
by  pushing  them  hard.  As  the  stock 
price  reached  new  highs,  the  Japanese 


Stock  markets  versus  country  funds 

As  the  Nikkei  declines,  so  do  country  funds.  Their  performance  bears 
little  relation  to  their  own  country's  stock  market  performance. 

Percent  change  1/2/90  through  4/16/90 
-50%       -40          -30          -20         -10            0           +10        +20          +30 

Japan 
(Nikkei) 

^^ 

Malaysia 

■  Market        ||    1 

■  Fund            1    1 

^rui^iA^-  •                "t^M 

Thailand 

^-rr— =3                         1 

Taiwan 

H 

m                       n 

Austria 

f 

Spain 

^r— 

W  Germany 

(DAX) 

1 

tnuTcc:  rviarKci       •."•s  from  Barclays  i                          / 

brokerage  firms  would  sell  the  stock 
acquired  at  a  much  earlier  time.  This 
means  they  would  book  substantial 
profits  as  share  prices  rose. 

So  why  did  the  stocks  deflate  al- 
most as  quickly  as  they  had  inflated? 
Blame  the  27%  crash  this  year  in  the 
Nikkei  index.  Many  of  the  ultimate 
buyers  were  Japanese  retail  custom- 
ers, who  typically  buy  stocks  using 
little  cash.  In  the  rush  to  meet  margin 
calls  on  their  portfolios,  they  often 
liquidated  long-term  holdings  to  pro- 
tect short  holdings.  Out  went  tens  of 
thousands  of  shares  of  foreign  country 
fimds.  A  lot  of  Japanese  simply  forgot 
to  act  like  long-term  investors.  One 
trader  who  handles  Japanese  institu- 
tional accounts  for  the  Germany  Fund 
revealed  that  in  March  Japanese  in- 
vestors unloaded  at  least  one-third  of 
the  Germany  Fund  shares  they  had 
bought  in  January.  There  were  few 
buyers. 

Trading  patterns  suggest  that  Japa- 
nese brokerages  are  perhaps  willing  to 
smooth  the  fall  for  favored  customers. 
In  recent  weeks,  two  minutes  before 
the  market  closed,  big  buy  orders 
were  placed  for  some  country  funds, 
causing  the  shares  to  close  at  the  day's 
highest  prices.  Brokers  tell  Forbes 
that  Nomura,  the  large  Japanese  secu- 
rities firm,  was  usually  behind  these 
hikes.  One  short-seller,  speaking  of 
the  Thai  Fund,  said:  "Usually,  they 
dump  some  at  the  opening.  In  the 
middle  of  the  day  they  dump  more, 
and  then  they  run  it  up  at  the  end." 
Nomura  declined  to  comment. 

There  are  strange  things  done  in  the 
markets  in  the  Land  of  the  Rising  Sun. 
Brokers  sometimes  close  stocks  at  the 
day's  high,  giving  favored  customers  a 
chance  to  get  out  in  the  morning  at 
the  firmer  price  generated  by  the  last- 
minute  rally  the  day  before.  Then,  as 
the  price  goes  down  in  the  afternoon, 
they  tell  others,  less  favored,  to  buy. 

Here's  an  interesting  pattern:  On 
Apr.  9,  the  day  before  Nomura  took 
the  Jakarta  Growth  Fund  public, 
many  major  country  funds  bucked  the 
general  downtrend  in  the  market. 
Those  trend-bucking  price  rises,  arti- 
ficially stimulated  or  not,  would  cer- 
tainly have  made  investors  less  chary 
of  Nomura's  new  offering. 

Reflecting  on  the  country  funds' 
wild  ride.  Barton  Biggs,  chairman  of 
Morgan  Stanley  Asset  Management, 
says:  "The  whole  thing  is  a  disgrace, 
but  it's  not  really  our  disgrace,  it's  the 
Japanese  brokers'  disgrace.  It  was  just 
a  ramp  jt)b  where  they  bought  the 
stocks  all  day,  marked  them  up  at  the 
close,  retailed  them  to  their  retail  cus- 
tomers. It's  just  unbelievable." 

Unbelievable,  but  it  happened.  ■ 
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Buyer  beware:  what  you  don't  know 
can  hurt  you.  Product  liabilities,  asbes- 
tos removal,  long-tail  claims  and  law- 
suits can  seriously  threaten  equity.  And 
they  can  take  years  to  surface. 

AM-RE  MANAGERS,  INC.  canevalu- 
ate  your  prospective  acquisition  as  part 
of  the  due  diligence  process.  Whether 


your  target  is  an  insurance  or  commer- 
cial concern,  we  give  you  access  to  the 
top  talent  of  one  of  the  world's  largest 
reinsurance  companies.  With  experts  in 
Underwriting,  Finance,  Claims,  Actuar- 
ial, Tax  and  Data  Processing,  we  can 
thoroughly  evaluate  your  target.  Our 
process  engineering  staff  can  also 


advise  you  on  possible  exposure  to 
environmental  losses. 

Call  the  Due  Diligents  of  AM-RE 
MANAGERS.  So  you 're  not  the  casualty 
For  more  information,  call  (609)  275-2100. 


AMRE  MANAGERSi 

The  American  Re-Source 


A  subsidiary  of  American  Re-Insurance  Company 
American  Re  Center,  685  College  Road  East,  Princeton,  NJ  08543-5241     (609)  275-2000 


*Ilana  Bogota  Bosion.  Cairo,  Chicago.  Cdumbus.  Dallas.  Hartford,  KansasCity  London,  Los  Angeles.  Meltxiume,  MexicoCity,  Minneapolis,  Montreal,  Newark,  Philadelphia,  Princeton,  Sar  Francisco,  Santiago,  Singapore.  Sydney.  Tokyo,  Toronto 


Th  E    Mo  NEY    MAKERS: 

The  Economics  of  a  Class  Truck...and  a  Class  Driver. 


P 


The  bond  between  a  Peterbilt  driver 
and  a  Peterbilt  truck  is  legendary.  We  call  this 
relationship  Tlbe  Money  Makers. 

Peterbilts  are  the  very  trucks  that  attract 
. .  .and  retain . .  .the  kind  of  quality  drivers  that 
know  how  to  professionally  operate  lightweight 
Peterbilts  to  their  maximum  efficiencies. 

The  economics  of  such  a  relationship  are 
clear,  and  show  up  where  it  counts. . .on 
your  bottom  line.  Less  down  time  with  trucks 
and  personnel,  and  greater  fuel  economy 


can  be  earned  by  intelligent  driving. 

Find  out  more  about  the  class  taicks  that 
attract  class  drivers  by  calling  1-800 -4 47- 4700 
for  the  Peterbilt  dealer  nearest  you.  And  for 
financing  see  your  PACCAR  Financial 
representative. 


Cinss  Attracts  Class 
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Bands  off 
my  pork  barrel 


The  Department  of  Veterans  Affairs  is  sup-     Peterson,  who  lost  his  leg  from  a 

-^  yr/'T  chrome  bone  iniection  contracted  in 

posed  to  serve  the  needs  of  those  who  served  staiag  /a,  compiams  that  when  his 

.1       '  ,  r->.         7       }      1    '    1   1  •  1  r.  leg  bothers  him,  he  can  either  wait 

their  country.  But  who  S  kidding  whom?  months  for  an  appointment  or  go  to 

the  VA  emergency  room  and  wait  all 
day  to  be  seen. 

Patients  at  the  Washington,  D.C. 
VA  Medical  Center  sometimes  "walk 
around  with  a  catheter  for  three  or 
four  months"  awaiting  prostate  sur- 
gery, states  Chief  of  Medicine  James 
Finkelstein.  "It  makes  them  vulnera- 
ble to  infection  and  discomfort,"  he 
says,  adding,  "we're  doing  the  same 
thing  they  do  in  Great  Britain.  We're 
using  time  as  triage.  The  assumption 
is  those  who  really  need  [immediate] 
care  get  it." 

Congress'  General  Accounting  Of- 
fice last  year  reviewed  the  treatment 
of  27  veterans  referred  from  Wilming- 
ton, Del.  to  Philadelphia  for  orthope- 
dic care  after  Wilmington  eliminated 
its  orthopedic  service.  In  half  the 
cases,  after  the  vets  waited  an  average 
of  seven  weeks  for  an  appointment  in 
Philadelphia  and  trekked  to  the  city, 
their  X  rays  couldn't  be  found  and/or 
used.  They  then  had  to  wait  up  to  four 
months  for  new  X  rays  to  be  taken. 

But  at  least  they  were  treated.  Con- 
trary to  what  many  vets  believe,  only 
those  who  are  disabled  or  poor  are 
generally  entitled  to  medical  care. 
Other  veterans,  including  some  who 
have  used  the  dva  for  years,  can  be 
and  increasingly  are  denied  nonemer- 
gency care. 

It's  a  sad  story.  Veterans  who  served 
their  country  are  getting  short  shrift 


By  Janet  Bkyvack 


EDWARD  Derwinski,  the  man 
who  runs  the  sprawling  De- 
partment of  Veterans  Affairs, 
and  his  second  in  command,  Anthony 
Principi,  recently  met  with  some  very 
angry  Texas  congressmen.  Principi 
wanted  to  eliminate  20  medical  ad- 
ministration jobs  in  Dallas  as  part  of  a 
national  consolidation. 

Principi  was  no  stranger  to  hostile 
encounters,  having  won  a  Bronze  Star, 
among  other  combat  medals,  in  Viet- 
nam. But  Derwinski  wryly  observes 
of  that  meeting:  "Mr.  Principi  was  in 
more  danger  there  than  he  was  at  any 
time  on  the  battlefield." 

Principi  and  Derwinski  say  they 
still  plan  to  cut  those  20  jobs.  This  is 
rare  for  Washington,  a  place  that  pays 
lip  service  to  efficiency  but  owes  its 
real  allegiance  to  pork  barrel  politics. 

The  pork  has  been  fat  at  the  Depart- 
ment of  Veterans  Affairs,  with  its  $30 
billion  (fiscal  1990)  budget.  The  de- 
partment doles  out  a  host  of  benefits 
and  runs  the  nation's  largest  health 
care  system:  172  hospitals,  233  outpa- 
tient clinics  and  122  nursing  homes. 
Incredibly,  it  has  not  closed  a  hospital 
in  more  than  20  years — though  52 
hospitals  had  more  than  40%  of  their 
beds  empty  in  a  recent  month.  But 
don't  blame  all  this  waste  just  on  bu- 
reaucrats. "Blame  Congress.  By  law, 
the  DVA  must  give  Congress  180  days' 
advance  notice  of  changes  affecting  as 
few  as  3  of  its  240,000  employees. 

Thus,  in  1987  Congress  barred  the 
DVA  from  turning  its  half-empty  hos- 
pital in  Walla  Walla,  Wash.  (House 
Speaker  Thomas  Foley's  home  dis- 
trict) into  a  clinic.  Last  year,  powerful 
Senate  Majority  Leader  George 
Mitchell  (D-Me.)  ordered  Principi  not 
to  move  ten  jobs  from  Maine. 

Hardly  surprising  then  that  the  dva 


has  for  so  long  seem  paralyzed.  De- 
spite medical  advances,  it  hasn't  re- 
vised its  disability  rating  system  in  45 
years.  Nor  has  it  managed  to  reform  a 
system  that  pays  a  soldier  disabled  on 
a  weekend  skiing  trip  the  same  bene- 
fits as  one  equally  disabled  in  combat. 

Which  is  not  to  say  that  either  sol- 
dier could  look  forward  with  much 
confidence  to  expeditious  care.  War 
stories  are  legion. 

Listen  to  the  experience  of  John  Pe- 
terson, 68,  a  World  War  II  prisoner  of 
war,  who  says  the  Denver  va  pulled 
all  his  upper  teeth  in  September  1988, 
but  didn't  supply  dentures  until  the 
following  July.  By  then,  his  gums  had 
shrunk.  The  dentures  then  had  to  be 
relined  and  weren't  ready  until  No- 
vember 1989. 


Secretary  of  Veterans  Affairs  Edward  Deruinski 

Trying  to  get  Congress  to  permit  an  overhaul  of  the  department. 


Cv-nthia  Johnson 
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One  number. 

Six  uncompromising  hotels  &  resorts. 


THE  REGISTRY  HOTELS: 
Charlotte,  North  Carolina 
Denver,  Colorado 
Minneapolis/St.  Paul, 
Minnesota 

THE  REGISTRY  RESORTS: 

The  Don  CeSar,  St.  Petersburg 

Beach,  Florida 
Naples,  Florida 
Scottsdale,  Arizona 

U.S.  &  CANADA 

1-800-247-9810 
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Need  More  Advertiser  Info? 
Just  Send  Us  A  Card. 


Forbes  offers  readers  an  easy  and  FREE  way 
to  get  more  information  about  our  advertisers- 
Reader  Service  Cards 


See  page  326 


In  this  issue  of  Forbes,  you'll  find  a  listing  of 
advertisers  along  with  two  post-paid  cards.  Simply 
nil  out  and  return  one  card  to  us  and  you'll  receive 
additional  advertiser  information. ..from  annual 
reports  to  product-specific  sales  brochures. 
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Send  us  a  card  todav! 
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v/Liile  much  of  an  enormous  budget  is 
misspent  at  the  behest  of  many  of  the 
same  congressmen  who  will  make 
loyd  speeches  about  cutting  military 
spending.  "If  we  were  given  relief 
from  some  constraints  and  were  able 
to  restructure,  we  could  do  much 
more  with  the  dollars  we  have,"  says 
Principi. 

So  Edward  Derwinski,  a  hulking, 
63-year-old,  former  12-term  Illinois 
congressman,  is  trying  to  get  Con- 
gress to  permit  an  overhaul  of  the 
department,  including  its  hospitals. 
No,  he  is  not  trying  to  shrink  its  bud- 
get. But  he  is  trying  to  achieve  a  fairer 
and  more  efficient  use  of  its  not  in- 
considerable resources.  Derwinski 
has  shown  his  good  faith  to  veterans 
by  coaxing  a  bit  more  money  for  badly 
needed  medical  services.  Thanks  to 


**We  expect  iMistitictive 
negative  reaction  on  some  of 
our  recommendations  from 
the  Corufress.  .  .  .  Well,  we 
don't  exist  to  protect  every 
employee/* 

him,  the  Bush  Administration's  1991 
budget  proposes  increasing  spending 
on  veterans'  health  care  by  more  than 
$900  million,  or  8%,  compared  with 
an  increase  of  less  than  2%  in  the  last 
Reagan  budget. 

Last  year  Derwinski  proposed  that 
Congress  create  a  commission  to  reor- 
ganize the  VA  health  system — a  com- 
mission whose  recommendations 
would  be  implemented  unless  Con- 
gress rejected  them  in  total.  That  plan 
was  squelched  by  House  Veterans  Af- 
fairs Chairman  G.V.  (Sormy)  Mont- 
gomery (D-Miss.),  who  didn't  want  to 
give  up  his  own  power  over  the 
changes. 

Derwinski  is  naming  a  reform  com- 
mission anyway,  with  no  indication 
that  Congress  will  follow  its  advice. 
In  a  major  bow  to  political  realities, 
he  is  telling  his  panel  not  to  propose 
hospital  closings,  just  rationaliza- 
tions— such  as  turning  some  hospitals 
into  nursing  homes  and  puttmg  limits 
on  where  complicated  or  expensive 
procedures  arc  performed. 

Derwinski  is  no  innocent.  Says  he: 
"We  expect  instinctive  negative  reac- 
tion on  some  of  our  recommendations 
from  the  Congress  and  the  veterans' 
service  organizations.  'How  dare  you 
change  this  if  40  people  in  Lower 
Gulch  might  lose  their  jobs.'  Well,  wc 
don't  exist  to  protect  every  employee 
in  every  facility.  We  exist  to  maximize 
medical  service  to  every  veteran." 
Hardly  a  controversial  approach — ex- 
cept in  Wonderland,  D.C.   ■ 
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MICHIGAN'S 
MACHINES  SURE 
HAVE  COME  A  LONG  WAY. 

When  you  think,  of  Michigan,  one  of  the  first  things  you  think  of  is  automobiles.  But  what  about  the 
machines  behind  the  machines?  Well,  Michigan's  machine  tool  industry  is  just  as  technologically 
advanced  as  our  car  industry,  thank  you,  ■  William  Bournias,  President,  Machining  and  Assembly 
Systems,  Litton  Industrial  Automation  in  Warren  said,  "The  'Mecca'  of  the  machine  tool  industry 
is  based  in  Michigan."  it's  only  natural.  This  is  where  the  big  industries  are:  plastics,  appliances 
and  food  processing,  as  well  as  automotive.  But  perhaps  the  most  important  fact  is  that  Michigan 
has  a  skilled  work  force.  lohn  Hobey  President,  Olofsson  Corporation  in  Lansing  said,  "We  depend 
on  our  people  to  make  decisions  in  the  production  process.  Most  have  the  equivalent  knowledge 
of  high-level  university  engineering  graduates."  ■  With  that,  plus  a  lot  more  going  for  us,  the 
machine  tool  industry  in  Michigan  can  only  get  better  So  for  more  information,  call  (517)  373-8495 
or  write  Larry  Meyer  Director  Michigan  Department  of  Commerce,  525  Ottawa,  Lansing,  Ml  48909. 

OUR  MACHINE  TOOLS 
HAVE  COME  RIGHT 
ALONG  WITH  THEM. 

MICHIGAN 

The  future.  We're  making  more  of  it  here. 
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Add  up  the  parts 

of  Albert  Schweitzer's 

hfe  and  you'd  think 

^  you  were  talking 

about  an  army 

of  men. 

As  a  Protestant 


Sf  theologian,  he  saw 
IP   medicine  as  one 
way  to  revere  life. 
So  he  studied  medicine 
and  went  to  work  in  French 
Equatorial  Africa. 

As  a  classically  trained  organist 
renowned  for  his  interpretations 
of  J.  S.  Bach,  he  raised  money 
for  his  hospital  by  giving 
concerts. 

As  a  philosopher  and 
writer  he  was  renowned 
for  his  prodigious  work, 
The  Philosophy  of  Civihzation, 


£ 


Telecommunications  Information  Services  Mobile  Communications 


his  philosophy,  and 
^^as  just  another 
else,  a  whole  country 


^ 


ind  used  the  royalties  to  purchase 
nedical  suppHes. 

And  after  winning  the  Nobel 
Peace  Prize  in  1952,  he 
:ook  the  award  money 
ind  built  a  village  for 
eprosy  patients. 

If  you  understand 
low  that  combination 
3f  remarkable  talents 
oined  to  serve  one 
ireater  purpose,  you'll 
inderstand  the  vision 
of  BellSouth. 

Individually,  the  companies  of 

BellSouth  are  counted  among 

the  best  in  their  field.  And 

when  brought  together  to  help 

you,  they  can  provide  integrated 

^       solutions  to  a  surprising 

variety  of  telecommunications  and 
nformation  problems. 


HERE'S  HOW  THE  COMPANIES 

OF  BELLSOUTH  INTEGRATED  MANY 

DIFFERENT  TALENTS  TO  HELP  ONE  OF 

THE  WORLD'S  LARGEST  REX\ILERS. 

Designed  systems  to  utili/e  network  intellicjence  to 
more  effectively  manage  incoming  customer  calls 
and  agent  utilization. 

Accepted  order  to  place  saeral  thousand 
telephone  systems  in  locations  throughout  the  U.S. 

Implemented  an  asset  management  tracking 
sx'stem  to  log  maintenance  on  data  terminals  at  all 
locations. 

Supped  mobile  phone  senice  to  field 
technicians  to  reduce  backhaul. 

Utili/£d  data  communications  to  lower  overhead 
on  credit  card  purchase  transactions  by  S0%. 


Senior  industry  executives 
named  BellSouth  the  most  admired 
telecommunications  company 

in  America  for  the  past 
two  years  in  an  annual 
Fortune  magazine  survey. 
Which  means  if  you're 
looking  at  your  own 
business  or  personal 
communications  needs, 
the  companies  of 
BellSouth  may  be  just 
the  kind  of  partner 
you're  looking  for. 


V 


After  all,  when 
you  can  surround 
a  problem  with 
remarkable        ' 
talent, 

successful  ^ 

solutions  can't   \ 
be  far  away. 


dvertising  Setrices 


BELLSOUTH 


Everything  You  Expect  From  A  Leader'' 


Fast-growing  Alamo  Rent  A  Car  under- 
charges its  competitors  and  still  earns  more 
on  revenues  than  most  do.  How? 


Born  to  hustle 


By  Claire  PfMrie 


ALAMO  Rent  A  Car  was  bom 
hustling.  The  name,  for  exam- 
i  pie,  has  nothing  to  do  with  the 
site  of  the  San  Antonio  battle  for  Tex- 
as independence  (Alamo  is  headquar- 
tered in  Fort  Lauderdale).  The  name 
was  picked  because  it  began  with  an 
"A"  and  would  rank  first  in  the  Yel- 
low Pages'  rent-a-car  listings. 
But  as  a  relative  latecomer  to  the 


business,  Alamo  needed  more  than 
just  a  listings  gimmick.  It  decided  to 
become  a  price-cutter,  advertising 
daily  rental  prices  as  much  as  20% 
lower  than  its  bigger  competitors,  and 
with  no  extra  charge  for  mileage. 

Sixteen  years  later  Alamo  has  reve- 
nues of  more  than  $500  million  a 
year,  with  over  8%  of  the  $6  billion 
airport  rental  car  market,  and  now 
ranks  fifth  behind  the  big  four  (Hertz, 
Avis,  National  and  Budget). 


How  profitable  is  it?  President 
Charles  Piatt  says  profit  margins 
range  between  3%  and  5% — better 
than  Hertz'  rental  car  operation  and 
second  only  to  Avis'.  We  can't  vouch 
for  this  because  Alamo  is  still  private- 
ly held;  Chairman  Michael  Egan  owns 
a  majority  stake.  But  those  who  fol- 
low the  industry  generally  agree  that 
Alamo  is  one  of  the  most  profitable 
'  players.  "Alamo,"  says  Alex.  Brown 
&.  Sons'  Charles  Firmie,  "has  one  of 
the  smartest,  most  aggressive  man- 
agements in  the  industry." 

Renting  cars  is  a  competitive  busi- 
ness. Are  the  Alamo  people  so  smart 
that  they  can  undercut  their  big  com- 
petitors by  20%  and  still  earn  more 
per  revenue  dollar  than  most  of  them? 
On  selected  cars  and  under  certain 
conditions,  the  answer  is  yes. 

Rent  a  Chevy  Beretta  from  Alamo 
with  no  extras  in  Los  Angeles  on  a 
Wednesday  through  a  Friday,  for  ex- 
ample, and  you  pay  $38  a  day,  with 
free  mileage.  Hertz'  Beretta  costs 
$51.93  a  day,  and  unless  you  reserve 
at  least  three  days  in  advance,  you'll 
pay  32  cents  for  every  mile  you  drive 
over  100  miles. 

How  do  you  imdercut  the  competi- 
tion like  that  and  still  make  good 
money?  Egan  has  managed  to  keep 


Alamo  Rent  A  Car  Chairman  Michael  Egan 

So  far  he*a  managed  to  keep  Alamo'e  coats  among  the  loweet  in  the  induetry. 
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Witness  the  destruction 
of  an  entire  department. 


Don't  blink.  Six  months  worth  of 
new  orders  and  over  fifty  thousand 
customers  are  about  to  be  wiped  off  the 
face  of  the  earth. 

By  accident. 

62%  oFall  hard  disk  data  loss  is  due 
to  operator  error.  Unless  you  back  up 


your  department  with  3M  data  cartridge 
tape  technology,  you're  at  the  mercy  of 
every  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  of  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
everything  on  a  3M  data  cartridge  tape. 
It's  the  safest  way  to  avoid  destruction. 

Cain-800-888-1889ext.5 
for  more  information. 


©  5M  1989 


CADILLAC 


ALLANTE 


Experience  the 
Automotive  Innovation  of  the  Year. 


Allante's  Traction  Control. 
A  technological  break- 
through so  profound, 
Popular  Science  maga- 
zine deemed  it  Automo- 


tive Innovation  of  the 
Year.  What's  more,  it's  rep- 
resentative of  the  type 
of  forward  thinking  that 
makes  Cadillac  Allante  an 


automotive  vision  like  no 
other.  Zealously  created  to 
combine   world-class   per- 
formance and  an  utterly 
stunning  road  presence. 


o 


Award-winning  Allante  Traction  Control. 


Allante's  tuned  sequential 
port  fuel-injected  V8  deliv- 
ers 200  horsepower  and  270 
lbs. -ft.  of  torque,  the  most 
torque  of  any  front-drive 
automobile  in  the  wodd. 


Let's  ^et  il  together, ,  .buckle  up. 
&l'n(K.M  a>rp  All  RiKtitii  Ri-wrvcd 

allant£» 


Applying  advanced  Bosch 
III  anti-lock  braking  tech- 
nology to  acceleration, 
Allante's  Traction  Control 
system  modulates  brake 
pressure  to  the  spinning 
drive  wheel(s)  and  actively 


controls  engine  torque,  pro- 
viding improved  traction 
on  virtually  any  road  sur- 
face. Allante  is  the  only  car 
sold  in  North  America  with 
computer-controlled    Trac- 
tion Control  standard. 


Allante's  16.25  cubic  feet  of 
luggage  space  is  the  most 
of  any  front-drive  roadster 


in   the   world.    And   its 
"pass-through"  design  ac- 
commodates skis,   golf 
clubs  and  the  like. 


S     T    Y     L 


Driving  systems  and  a  host 
of  interior  amenities  are 
within  easy  reach  in  this 
stylish,  simple-to-read 
analog  display. 


Allante  is  available  in  two  models: 
Hardtop/Convertible  and  Convert- 
ible. A  new  power-fastening  soft 
top  provides  ease  of  operation. 


ALLANTE 

front  engine,  front-wheel-drive,  two-place, 
ultra-luxury  roadster 

Engine 

V8  with  tuned  sequential  port  fuel  injection 

Displacement  4.5  liters 

Horsepower  200  bhp  @  4400  rpm 

Torque  270  lbs.-ft.  @  3200  rpm 

Transmission 

Four-speed  automatic  with  overdrive 

Suspension 

Fully  independent  with  bpeed  Dependent  Damping 

Steering 


I  piiiiuii  voimuic  naaiai  ju 

Brakes 

Bosch  III  anti-lock;  power  four-wheel  disc 

Wheels/Tires 

16"  forged  aluminum  alloy  wheels/  P225/55VR16 

Goodyear  Eagle  V-rated 

Coachwork 

Crafted  by  Pininfarina  of  two-sided  galvanized 

w^S    steel  and  aluminum  alloy 

Ownership  Services 

7-year/100,000-mile  limited  warranty*; 

24-hour  Cadillac  Roadside  Service " 

United  States  Auto  Club  Performance  Data 

0-60  acceleration:  8.2  st>c. 

Slalom:  6.26  sec. 

Cornering/G's:  7.26  sec./.878  G's 


Please  call  1-800-333-4CAD 

for  product  literature  and  the  location 

of  your  nearest  Cadillac  dealer. 

*See  your  dealer  for  terms  of  this  limited  warranty. 


THE    ONLY    WAY    TO    TRAVEL    IS 


CADILLAC    STYLE 


Alamo  President  Charles  Piatt 

The  nasty  publicity  doesn't  seem  to  have  hurt  Alamo's  business. 


Red  Morgan 


Alamo's  costs  among  the  lowest  in 
the  industry.  For  one  thing,  he  picks 
his  spots  carefully:  He  runs  only 
75,000  cars  at  90  of  the  most  highly 
trafficked  locations  in  the  U.S.  and 
the  U.K.  Hertz,  by  contrast,  runs 
300,000  cars  at  5,400  locations.  Most 
of  Alamo's  rental  counters  are  not  in 
airport  terminals  where  rents  are  sky- 
high;  Egan  prefers  cheaper  locations 
nearby. 

But  to  be  consistently  more  profit- 
able than  Hertz,  Alamo  clearly  had  to 
have  more  going  for  it  than  low  over- 
head and  cheap  cars.  Alamo  used  to 
prod  its  telephone  and  counter  agents 
to  get  customers  to  trade  up  to  more 
expensive  cars  and  sign  on  for  colli- 
sion insurance,  at  what  were  the  high- 
est rates  in  the  industry — $  11 .99  a  day 
for  a  mid-size  car.  The  savings  began 
to  dwindle  if  the  customer  yielded  to 
the  agent's  blandishments. 

Over  the  last  two  years  Alamo  has 
resolved  often  bitter  disputes  with  the 
Federal  Trade  Commission  and  the 
National  Association  of  Attorneys 
General,  who  charged  that  the  com- 
pany's advertising  misled  customers 
by  concealing  a  variety  of  surcharges 
that  boosted  the  final  bill.  Alamo 
agreed  to  change  its  advertising.  Last 
July  Consumer  Reports  ranked  Alamo 
last  among  1 1  rental  car  companies  in 
customer  satisfaction. 

None  of  this  seems  to  have  hurt 
Alamo's  business:  Its  low  advertised 
rates  remain  a  powerful  attraction. 
Since  1984  sales  have  grown  an  aver- 


age 20%  a  year.  They  were  up  14% 
last  year.  But  Alamo  management  has 
not  ignored  the  criticism.  Two 
months  before  the  latest  Consumer  Re- 
ports blast,  Piatt  initiated  a  program 
called  "Best  Friends,"  which  retrained 
all  of  Alamo's  4,000  employees  by 
emphasizing  friendly,  courteous  ser- 
vice. Piatt  says  he  now  fields  a  corps 
of  so-called  phantom  shoppers  to 
monitor  the  program.  So  far  this  year 
customer  complaints  are  less  than 
half  what  they  were  last  year,  even 
with  reservations  up  30% . 

Egan  is  understandably  reluctant  to 
give  up  his  collision  damage  waiver 
business.  For  him,  the  insurance  sur- 
charge is  a  nice  profit  center,  earning 
net  margins  of  around  20%.  Happily 
for  Alamo,  32  states  have  either  re- 
jected or  refused  to  consider  a  pro- 
posed ban  on  sale  of  collision  insur- 
ance through  rent-a-car  offices.  Only 
Illinois  and  New  York  have  each  ap- 
proved such  a  ban.  Last  month  Alamo 
offered  a  new  collision  damage  waiver 
program.  Customers  can  now  choose 
among  three  policies,  ranging  from  $3 
to  $9  a  day,  depending  on  coverage. 

As  a  youngster,  Egan  learned  about 
hustling  and  promoting  thmgs  as  a 
barker  at  his  parents'  amusement 
park  in  Wisconsin.  He  started  at 
Alamo  in  1976,  running  its  Miami 
operation  for  then-owner  John  D. 
MacArthur.  Egan  and  a  group  of  inves- 
tors eventually  bought  the  company 
m  1979,  aftei  MacArthur  died.  Egan, 
now  50,  personally  owns  more  than 


50%  of  the  company,  a  share  estimat- 
ed to  be  worth  over  $150  million. 

In  the  early  1980s  Egan  figured  air- 
line deregulation  would  mean  more 
travelers  could  afford  to  fly  on  their 
vacations,  and  would  need  a  cheap 
rental  car  once  they  got  to  their  desti- 
nations. He  was  right:  The  leisure 
rent-a-car  market  has  growTi  10%  to 
15%  a  year,  to  $2.4  billion,  versus  5% 
for  the  commercial  market. 

Now  that  the  other  rental  car  com- 
panies have  begun  chasing  Alamo's 
vacation  travel  customers,  Alamo  has 
begun  chasing  the  budget-minded 
business  traveler.  Alamo  now  has  31 
primarily  business  locations,  which 
produce  nearly  30%  of  revenues. 

It  needs  both  the  business  traveler 
and  the  convenience  of  airport 
counter  space  to  keep  growing  at  20% 
a  year.  Most  of  Alamo's  locations  are 
still  outside  the  airport  gates,  so  cus- 
tomers must  ride  a  bus  that  carries, 
them  to  a  rental  office,  where  they 
sign  the  papers  and  get  the  cars.  In  the 
last  two  years  Alamo  has  opened  air- 
port desks  in  nearly  a  quarter  of  its 
locations,  including  Atlanta,  Phila- 
delphia and  Boston. 

This  airport  counter  space  is  expen- 
sive— about  10%  of  daily  gross  reve- 
nues— and  could  squeeze  margins  at  a 
time  when  margins  on  the  lucrative 
collision  damage  waiver  business  arc 
already  under  pressure.  But  Egan  has 
shown  a  real  flare  for  defending  Ala- 
mo's cut-rate  niche  in  this  roughly 
competitive  business.   ■ 
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YOUDONT 

HA/ETOBUY 

OUR 

INSURANa 

TO  GET  OUR 

BENEFTTS. 


"'''f^ViS^^fr:;^^^^*;; 


Mike  Dineen  is  going  to  be 
in  Washington  working  for  you 
anyway. 

As  Kemper's  Federal  Rela- 
tions Manager,  and  a  member  of 
the  Board  of  Directors  of  the 
Insurance  Institute  for  Highway 
Safety,  he'll  continue  to  advocate 
air  bags  and  automatic  seat  belts,  a 
side-impact  standard  for  new  cars, 
and  regulations  that  will  make 


your  van  or  light  truck  as  safe  as 
your  car. 

These  are  things  that  not 
only  affect  insurance,  they  also  save 
lives.  And  Mike  Dineen,  along  with 
other  insurance  companies  and 
trade  associations,  will  continue  to 
work  hard  for  these  reforms. 

So  even  if  you  don't  get  a 
Kemper  policy,  you'll  still  get  the 
benefits  of  one. 


N4AK1NG  INSURANCE 
WORK  FOR  EVERYONE 


iremPER 


I  naTianai 
msuRance 
companies 


Its  screen  is  21  feet  wide.  And  with  one  million 
pixels,  resolution  and  brightness  are  at  levels  never 
before  attained. 

But  high-definition  rear-projection  displays 
represent  more  than  a  quantum  leap  in  picture 
quality.  For  the  applications  of  this  technology  are 
vast  and  varied. 

These  projectors  are  finding  a  place  in  automo- 
tive engineering.  In  computer  training.  In  telecon- 

©1990  Hitachi.  Ltd  All  rights  reserved        Picture  simulated 


ferencing.  In  traffic  control.  In  power  stations.  In 
CAD/CAM  systems.  In  medical  diagnosis  syster 

And  Hitachi  is  at  the  forefront  of  this  commu 
cation  revolution.  Building  displays  of  every  size 
Every  shape.  Meeting  every  need. 

This,  of  course,  shoula  come  as  no  surprise. 
Because  Hitachi  isn't  just  an  electronics  compan 
C  a  computer  company.  Or  a  household  appliar 
company 


Some  of  our  biggest  ideas  are  incredibly  small. 


We're  a  US$48  billion  international  corpora- 
1*  Our  20,000  products  include  telecommunica- 
ns  equipment.  Construction  machinery.  Rail 
asportation  Everything  from  vacuum  cleaners 
power  plants. 

Including  consumer  electronics.  Such  as  you 
\  here  in  our  115,200-pixel,  5"  liquid  crystal 
or  television.  It's  super  clear  And  it,  too,  is 
bued  with  the  technological  excellence  found  in 


every  Hitachi  product.  No  matter  how  big.  Or  small. 
And  that's  the  bottom  line. 

*US$48,496  million;  net  sales  for  the  year  ending  March  31, 1989.  US$1=¥132. 
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HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 


She  makes  it  look  effortless. 
Reflecting  the  thousands  of  hours  she's  practiced  and 
honed  her  skills,  until  every  muscle  responds  in  unison 


to  the  command  for  perfection.  It  is  this  dedication,  this 
courage  to  fece  competition  boldly  and  without  compromise, 
that  has  inspired  Phillips  Petroleum  to  proudly  sponsor 
United  States  Swimming  since  1973. 

And  we'll  be  national  sponsor  for  years  to  come. 
Because  we  believe  that  with  every  leap  of  grace  and  form, 
we  are  watching  the  future  of  our  nation  take  shape. 

PHIUIPSPETR0LEUMC0MPANY8 


For  more  injormation  on  how  you  can  help  these  athletes,  please  wnle  to:  Executive  Director,  United  States  Swimming,  1750  East  Boulder  Street, 
Colorado  Springs,  Colorado  80909. 
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Corporate  America's  Most  Powerful  People 


Where  morality  intersects  the  bottom  line: 
W.  Michael  Blumenthal,  one  of  the  most 
resilient  chief  executives  of  our  time,  talks 
about  mistakes  in  his  36-year  career,  about 
people  who  have  to  be  fired,  and  about 
America's  greatest  strength. 


Master  of 
the  game 


By  Jerry  Flint 


ORALiTY.  An  old-fashioned 
word.  What  does  morality 
have  to  do  with  the  fast 
track  and  golden  parachutes  and  stiff- 
ing junk  bond  holders?  Maybe  more 
than  most  people  think.  For  one 
thing,  it's  the  first  word  W.  Michael 
Blumenthal  uses  when  he  thinks 
about  the  mistakes  and  regrets  of  his 
36-year  career  in  academia,  business 
and  government.  "When  did  I  make 
my  greatest  hiring  mistakes?"  asks 
Blumenthal,  64.  "  When  I  put  intelli- 
gence and  energy  ahead  of  morality." 

By  morality,  Blumenthal  isn't  refer- 
ring to  some  narrow  creed  but  rather 
to  what  some  would  call  moral  cour- 
age or,  to  use  another  old-fashioned 
word,  character.  He  elaborates: 

"In  choosing  people  for  top  posi- 
tions, you  have  to  try  to  make  sure 
they  have  a  clear  sense  of  what  is  right 
and  wrong,  a  willingness  to  be  truth- 
ful, the  courage  to  say  what  they 
think  and  to  do  what  they  think  is 
right,  even  if  the  politics  mitigate 
against  that.  This  is  the  quality  that 
should  really  be  at  the  top. 

"I'm  saying  that  I  was  too  often 
impressed  by  the  high  intelligence 
and  the  substantive  knowledge  of  an 
individual  and  did  not  always  pay 
enough  attention  to  the  question  of 
how  honest,  how  courageous  and 
how  good  a  person  the  individual  real- 
ly was." 

Blumenthal  is  worth  listening  to. 
Considered  one  of  the  most  resilient 
executives  in  American  business,  he 
got  his  first  big  career  break  in  1963 
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when  he  was  chosen  as  chief  U.S. 
negotiator  in  the  Kennedy  Round  of 
international  trade  talks.  He  went  on 
to  run  the  old  Bendix  Corp.  in  the 
early  1970s  and  later  served  as  Trea- 
sury Secretary  under  Jimmy  Carter.  In 
1980  Blumenthal  took  the  helm  of 
Burroughs  Corp.,  merging  it  with 
Sperry  Corp.  in  1986  to  form  the  com- 
puter firm  Unisys.  Since  then  he  has 
been  Unisys'  chairman  and  chief  ex- 
ecutive officer. 

But  Blumenthals  primary  concern 
is  no  longer  Unisys  or  its  lopsided 
struggle  against  rival  International 
Business  Machines  Corp.  Last  month 
Blumenthal  stepped  down  as  chief  ex- 
ecutive. He  will  remain  as  chairman 
in  an  advisory  capacity  but  spend 
most  of  his  time  working  as  a  limited 
partner  at  investment  bank  Lazard 
Freres  &  Co.,  where  he  will  help  La- 
zard's  New  York  operation  coordinate 
international  deals  with  offices  in 
London,  Paris,  Tokyo  and  Frankfurt. 

Very  early  in  life,  Blumenthal  got  a 
crash  course  in  international  rela- 
tions. His  family  fled  Hitler's  Germa- 
ny before  World  War  II  and  was 
trapped  in  China  during  the  war.  He 
arrived  in  the  U.S.  in  1947,  a  21 -year- 
old  stateless  refugee.  Perhaps  it  is  for 
that  reason  Blumenthal  sometimes 
sees  things  that  others  don't.  At 
Forbes'  suggestion,  Blumenthal  re- 
cently spent  a  few  hours  reflecting  on 
his  varied  career — in  government  and 
out — and  on  the  state  of  American 
business. 

Listening  to  Mike  Blumenthal  dis- 
cou-^se  about  morality,  and  the  need 
for  1    on  all  levels  of  the  business 
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Gc-offrcv  Biddle 


W.  Michael  Blumentfxil,  chief  executive,  trade  negotiator,  Treasury  Secretary 

"I  don't  think  that  greed  is  something  that  reared  its  u^Iy  head  only  when  somebody  invented  the  Junk  bond. 
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To  BeThe  On- 


t 


Everything  Needs  TbI 


For  as  long  as 
the^Department  of 
Transportation 
has  been  Iceep- 
ing  records,  one 
airline  has  done  the 
best  job  of  getting 
you  where  you're 
going  on  time: 
American  Airlines, 
the  On-time  Machine! 
And  while  we're  proud 
of  our  on-time  record, 
we're  prcjuder  still  of  what  it  says 
about  American  Airlines. 


in  top  condition.  Which  is  why 
American's  maintenance  is  anything 
but  routine.  It's  exacting.  Uncom- 
promising. 

In  fact,  for  every  hour 
in  the  air,  an  American 
Airlines  plane 


BEING  ON  TIME 

MEANS  BEING  METICULOUS 

IN  EVERY  DETAIL. 

Obviously  for  an  airline  to 
be  on  time,  its  planes  have  to  be 


receives  eleven  man-hours  oJ 
maintenance.  By  skillful  me- 
chanics whose  training  and  expertis( 
are  unsurpassed  in  the  industry 

YOU  CAN'T  BE  ON  TIME 
IF  BAGGAGE  lAGS  BEHIND. 

An  on-time  airline  demands  an  on- 
time  baggage  system.  So  American 
keeps  coming  up  with  ideas  to  mak( 


time  Machine, 
RunlJke  Clockwork. 


WE  PUT  OUR  PASSENGERS 
ABOVE  ALL. 

While  an  on- 
time  arrival  is 
what  travelers 
say  they  want 
most  from  an  air- 
line, we  know  it's 
not  the  only  thing. 
Which  is  why  at 
American  Airlines, 
you'll  find  courteous 
and  at- 
tentive service 
every  step  of  the  way 

Because  it's  not  enough 
just  to  get  you  where  you're 
going  on  time.  We  want  to 
be  sure  you  enjoy  the  trip. 

*D.QT.  cumulative  percentages  of  nonstop  domestic 
flights  arriving  within  15  minutes  of  schedule  for  all  re- 
ported airports,  for  the  seven  largest  airlines  (domestic 
revenue  passenger  miles)  since  September  1987. 


Daggage  handling  more  precise. 
Whether  it's  something  as  advanced 
IS  electronic  scanning  for  accurate 
orting,  or  as  simple  as  double- 
;agging  bags  on  connecting  flights. 
At  American  Airlines,  we  under- 
tand  the  importance  of  efficient 
Daggage  handling.  Because  arriving 
3n  time  at  your  destination  doesn't 
nean  anything  if  your  bags  don't. 


AmericanAirlines 

Somethingspecial  in  the  air 


Corporate  America's  Most  Powerful  People 


With  U.S.  delegate  William  Roth  at  the  trade  talks,  1967 
Blumenthal  led  the  U.S.  in  the  Kennedy  Round. 


world,  the  interviewer  remembers 
that  while  Blumenthal  headed  Unisys 
it  was  involved  in  a  Pentagon  scandal, 
during  which  some  of  his  employees 
pleaded  guilty  to  bribing  government 
workers  for  confidential  weapons  pro- 
curement data.  He  remembers,  too, 
that  Blumenthal's  handpicked  succes- 
sor at  another  company  destroyed 
that  company — William  Agee  and 
Bendix.  The  Bendix-Allied-Martin 
Marietta  drama  still  stands  out  as  one 
of  the  earliest — and  craziest — of  the 
takeover  wars. 

"The  facts  and  the  circumstances  of 
Bendix'  demise  was  one  of  my  greater 
frustrations  and  disappointments," 
Blumenthal  confesses.  When  it  comes 
to  hiring  senior  executives,  Blu- 
menthal adds,  "it's  hard  to  be  sure, 
and   therefore  you   make  mistakes. 


Any  chief  executive  that  tells  you  he 
bats  1 .000  in  choosing  people  is  a  liar. 
If  you  bat  clearly  better  than  .500 
you're  doing  very  well. 

"First  of  all,  you  have  to  give  your- 
self plenty  of  time  to  observe  a  person. 
Second,  you  try  to  test  him,  make 
sure  that  you  ask  yourself  that  ques- 
tion about  common  sense  and  moral- 
ity more  deliberately,  rather  than  not 
focus  on  it.  It's  very  difficult.  Some- 
times when  I  would  evaluate  a  person 
I  would  say,  'Boy,  this  guy  is  smart. 
Boy,  this  guy  knows  his  stuff.  He 
knows  his  brief.  And  boy,  he's  ener- 
getic. He's  good  in  that  job.  Let's  pro- 
mote him.' 

"Obviously,  if  I  knew  he  was  a 
crook  I  wouldn't  have  promoted  him. 
But  I  didn't  really  stop  to  say,  'Now, 
there  is  another  requirement.  What 


do  I  really  know  about  him?  Do  I 
really  know  enough?  Do  I  really  know 
that  he  can  handle  the  pressures  and 
temptations?'  I  didn't  even  think 
about  it.  I  was  dazzled,  occasionally, 
by  these  other  qualities. 

"But  when  it  comes  to  the  very  top 
jobs  where  people  have  responsibility 
for  a  lot  of  people,  you  can't  be  sure. 
When  the  board  of  directors  picks  a 
chief  executive,  for  example,  or  I  rec- 
ommend a  successor,  which  I've  had 
to  do  more  than  once,  you  are  obvi- 
ously gambling.  Nobody  can  be  sure. 
Because  it  is  a  unique  job  and  you 
haven't  seen  the  person  in  that  job. 

"Particularly  the  chief  executive 
job,  that's  a  role  unlike  any  other. 
Because  you  see,  all  the  way  up  to  the 
chief  operating  officer,  there's  some- 
one above  you.  But  when  you  are  the 
chief  executive,  the  prime  control  and 
the  prime  governor  is  your  own  inner 
conscience,  your  sense  of  what  is  ap- 
propriate and  what  is  not,  what  is 
right  and  what  is  wrong,  what  is  mor- 
al, what  is  immoral.  You  have  a  lot  of 
potential  power  for  good  or  for  bad. 

"How  will  you  exercise  that  power? 
No  one  will  know  until  you've  got  the 
job.  So  it's  pretty  important  to  ask 
that  question  deliberately  and  con- 
sciously to  yourself  as  you  choose 
people  for  the  top  executive  jobs." 

Blumenthal  has  made  his  share  of 
hiring  mistakes,  but  he  has  a  reputa- 
tion for  correcting  them — fast — by  fir- 
ing people.  He  knows  that  every  chief 
executive  who  does  his  job  right  has 
to  fire  people.  His  point  is  that  it 
doesn't  pay  to  dawdle:  "When  I  be- 
came the  chief  executive  of  Bendix  in 
1972  I  knew  there  was  a  very  senior 
executive  who  I  felt  was  quite  inade- 
quate and  should  not  be  in  that  job  or 
should  have  been  removed.  But  he  had 
been  a  close  associate  of  my  predeces- 
sor and  I  had  a  tremendous  respect  for 
my  predecessor.  So  I  took  over,  and  I 
waited  a  year. 

"But  in  that  year  the  operations  he 
was  responsible  for  suffered  and  we 
lost  profits  and  we  lost  business.  Fi- 
nally, I  went  to  my  predecessor,  who 
was  still  on  our  board,  and  said, 
'You're  not  going  to  like  this,  but  Mr. 
X  is  your  good  friend,  and  I'm  going  to 
have  to  let  him  go.'  And  I  was  very 
nervous  about  it. 

"He  looked  me  in  the  eye  and  said, 
'Mike,  I  was  waiting  for  you  to  do 
that.  I  knew  this  had  to  happen.  I 
agree  with  you.  But  I  was  goddamned 
if  I  was  going  to  do  it  at  the  end  of  my 
career.' 
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"I'm  not  a  sadist.  I've  always  hated 
firing  people,  but  there  is  one  mistake 
I  made,  and  I  made  it  more  than  once. 
When  I  knew  I  had  to  fire  someone,  I 
tended  to  drag  my  feet.  I  dreaded  it. 
All  the  rationalizing  that  I  did — 'Well, 
let's  wait  another  three  months' — 
was  really  just  that,  just  procrastina- 
tion. I'd  say  in  the  end  I  did  it  anyway, 
and  once  it  was  done  I  always  looked 
back  and  said,  'Why  the  hell  did  I  wait 
that  long?'  If  I  had  done  it  sooner  I 
could  have  saved  myself  and  the  com- 
pany a  lot  of  trouble. 

"I  said  to  my  successor  at  Unisys, 
[James  A.  Unruh],  when  you  come  to  a 
decision  to  change  the  management 
structure,  have  the  guts  to  move  fast. 
My  experience  has  been  that  waiting 
doesn't  do  any  good." 

Blumenthal  has  had  the  reputation 
of  being  smart  but  impatient — some 
would  say  arrogant. 

"They  say  I  don't  suffer  fools  gladly. 
It's  one  of  the  elements  of  my  person- 
ality that  makes  it  difficult  for  some 
people  to  function  with  me.  I  don't 
look  at  myself  as  being  too  intelligent. 
There  are  a  lot  of  people  I  know  who 
are  a  lot  smarter  than  I  am.  But  I  have 
trouble  with  people  when  I  think  they 
don't  know  what  the  hell  they're  talk- 
ing about. 

"What  I  lack  is  probably  the  pa- 
tience to  hear  them  out  and  the  chari- 
ty to  compliment  them  for  their  ef- 
fort. But  at  30  I  was  probably  a  lot 
worse  than  I  was  at  60.  I  admire  peo- 
ple who  are  very  charitable  and  very 
patient.  I  tend  to  be  somewhat  more 
abrupt  and  impatient,  and  say,  'Lis- 
ten, you're  not  making  any  sense.  Let 
me  tell  you  why.  One!  Two!  Three! 
Four!  Five!'  Some  people  are  intimi- 
dated by  that  kind  of  thing." 

With  all  his  talk  about  morality  and 
personal  character,  Blumenthal  does 
not  join  the  chorus  that  says  things 
are  getting  worse  in  those  respects  in 
business.  He  doesn't  buy  the  media 
cliche  aboUt  the  decade  of  greed. 

"I  don't^think  that  greed  is  some- 
thing that  reared  its  ugly  head  only 
when  somebody  invented  the  junk 
bond.  As  one  of  my  former  bosses  in 
the  government  used  to  be  fond  of 
saying,  'Remember  that  behind  every 
position  of  principle  there  normally 
resides  a  very  specific  selfish  interest.' 
It's  either  money  or  power.  So  greed  is 
nothing  new." 

What  about  those  fat  corporate  sala- 
ries that  are  featured  in  this  issue  of 
Forbes? 

"Top   executives   should   be   paid 


Leaving  Jimmy  Carter's  Treasury  Department 
"In  government  there's  no  bottom  line." 


L'PI/Benmann 


well  in  this  society.  They  do  impor- 
tant jobs.  Take  the  100  largest  corpo- 
rations and  you'll  find  that  the  senior 
executives  make  somewhere  between 
$700,000  and  $800,000  in  a  bad  year 
to  $3  million  in  a  good  year,  or  typi- 
cally $1.5  or  $2  million." 

Wouldn't  it  be  fairer  to  tie  execu- 
tive compensation  to  the  performance 
of  the  company's  stock?  Blumenthal 
doesn't  agree. 

"I  think  stock  is  grossly  overrated 
as  a  motivating  factor.  First  of  all,  I 
think  that  a  person  who  holds  a  very 
senior  or  chief  executive  job  would 
not  work  any  less  hard  if  he  had  less 
stock,  or  less  effectively.  Second — and 
I'm  not  talking  about  a  real  turn- 
around situation  but  a  typical  situa- 
tion— the  direct  connection  between 
a  chief  executive's  action  and  the 


price  of  the  stock  is  very,  very,  very 
imperfect.  The  market  may  go  down 
for  three  years,  even  though  he's  do- 
ing everything  right.  So  I  think  that  a 
salary,  a  decent  salary,  competitively 
arrived  at,  plus  a  bonus  for  results,  is  a 
good  motivator. 

"Unisys  last  year  lost  a  lot  of  mon- 
ey. I  got  no  bonus.  That's  the  way  it 
ought  to  be.  And  my  salary  was 
$725,000.  For  that  job,  $725,000  is  not 
competitive  pay.  But  under  the  cir- 
cumstances, that's  all  I  should  have 
gotten. 

"What  do  I  have,  maybe  45,000,  or 
maybe  60,000  or  70,000  shares  of  Uni- 
sys stock.  That's  nice.  Now  would  I 
have  worked  any  less  hard  if  I  had  100 
shares?  Hell  no,  I  don't  believe  so.  I'm 
not  arguing  against  stock  ownership, 
and  I'm  not  saying  that  executives 
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should  own  stock.  What  I'm  saying  is 
that  this  is  not  the  critical  motivating 
factor." 

As  a  refugee  Blumenthal  experi- 
enced other  societies,  and  perhaps 
that  is  why  he  doesn't  share  the  pessi- 
mism about  the  future  of  the  U.S.  that 
is  so  popular  in  media  and  academic 
circles. 

"The  most  wonderful  and  most  im- 
portant thing  about  this  country  that 
greeted  me  here  when  I  came,  that 
was  a  constant  part  of  whatever  I  did 
in  all  the  different  jobs  that  I  had,  and 
that  is  as  true  today  as  it  was  then,  is 
that  in  this  country  people  are  accept- 
ed for  what  they  are.  Peo- 
ple are  judged  by  what 
they  can  do  and  are  ac- 
cepted for  what  they  can 
do,  and  not  for  who  their 
father  is  or  where  they 
came  from.  That  was  why 
I  was  able  to  develop  my 
talents. 

"It  is  that  openness  of 
American  society  which 
is  unique  in  the  world.  It 
remains  a  hallmark.  It  is  a 
tremendous  plus  for  this 
country,  and  it's  as  true 
for  a  Cuban  refugee  who 
came  in  the  Sixties  as  it  is 
for  a  Vietnamese  refugee 
who  came  in  the  Eighties, 
or  a  Russian  who's  com- 
ing in  the  Nineties. 

"I  recall  that  from  1947 
to  1950,  when  I  was  an 
imdergraduate  at  Berke- 
ley, occasionally  people 
would  say  to  me,  'Well,  it  is  an  open 
society,  but  certain  jobs  for  a  Jew  are 
hard  to  get,  or  unlikely.'  I  remember 
their  saying  that  that  applied  to  Ivy 
League  universities.  They  also  said 
that  applies  to  top  jobs  at  the  big 
American  corporations  [like  Bendix 
and  Unisys].  I'm  a  very  good  demon- 
stration that  this  was  not  the  case." 

Indeed.  Not  only  did  Blumenthal 
run  Bendix  and  Unysis,  but  he  earned 
his  masters  and  Ph.D.  from  Princeton 
and  taught  there  early  in  his  career,-  he 
will  return  this  fall  to  teach  again  and 
write  on  international  economics. 

Of  course,  Blumenthal  knows  racial 
and  sexual  discrimination  exist.  But 
he  points  out  that  most  of  us  just  read 
about  complaints  and  charges.  We 
don't  think  of  the  tens  of  millions  of 
women  and  blacks  being  promoted, 
being  encouraged  to  use  their  full  tal- 
ents, for  the  first  time  in  modem  his- 
tory. Says  Blumenthal,  "Blacks  and 


women  today  are  judged  more  and 
more  by  what  they  can  do  and  not  by 
who  they  are." 

But  neither  is  Mike  Blumenthal  a 
flaming  optimist  about  the  U.S.  "I  am 
increasingly  concerned  that  the  quali- 
ty of  public  and  private  management 
in  this  country ...  in  comparison 
with  other  countries,  is  declining. 
We're  not  managing  our  affairs  as  well 
as  we  should. 

"We  cannot  deal  effectively  with 
fiscal  policy.  We  run  up  huge  deficits 
and  borrow  from  our  children  and 
grandchildren  so  we  can  consume  to- 
day. We  cannot  organize  our  affairs  so 


ality,  the  bottom  line,  determines 
whether  you're  successful  or  not.  You 
can  fake  the  profits  only  so  long.  But 
in  government  there's  no  bottom  line, 
so  you  can  be  successful  as  long  as 
you  continue  to  seem  successful;  you 
can  be  powerful  as  long  as  you  appear 
to  be  close  to  the  power." 

Blumenthal  spent  a  total  of  ten 
years  in  government,  first  in  the  Ken- 
nedy and  Johnson  administrations 
and  later  as  Treasury  Secretary  under 
Carter.  As  for  chief  executive  duty  in 
the  corporate  world:  "After  two  tours, 
a  total  of  20  years  running  major  U.S. 
corporations,  it's  time  for  a  change." 


.Vidrfw  Popper  Piaurc  Group 


With  Speny  Chairman  Gerald  Probst  at  the  1986  merger 
But  Unisys  isn't  BlumenthaVs  last  chtipter. 


that  we  accumulate  capital.  We  are 
not  providing  for  the  same  quality 
education  for  our  children  as  some 
other  countries  do.  We  are  unable  to 
cope  with  drugs  and  the  homeless  and 
the  decay  of  the  cities  and  the  infra- 
structure of  this  country,  as  we  were 
effectively  able  to  do  in  the  Fifties  and 
Sixties. 

"We  have  in  our  history  gone 
through  periods  of  mediocrity.  We 
have  generally  moved  from  that  into 
periods  of  dynamism  and  innovation, 
both  social  and  economic  innovation. 
I'd  like  that  to  happen  again  sooner 
than  later." 

As  a  man  who  has  occupied  top  jobs 
both  in  industry  and  in  government, 
how  does  he  view  the  differences? 
"The  difference  between  working  in 
government  and  working  in  business 
has  to  do  with  appearance  and  reality. 
In  government,  appearance  is  as  im- 
portant as  reality.  In  business,  the  re- 


That's  not  too  different 
from  Ford  Chairman  and 
Chief  Executive  Donald 
Petersen,  who  quit  earlier 
this  year,  saying  ten  years 
was  enough  in  the  top  job; 
now  he  wants  to  "repot" 
himself. 

After  an  era  where 
many  a  hired  manager 
fought  his  whole  career  to 
get  to  the  top  of  a  Forbes 
500  company  and  then 
held  on  as  long  as  he 
could,  attitudes  may  be 
changing.  Is  it  that  execu- 
tives like  Blumenthal  and 
Petersen  are  less  addicted 
to  power  than  were  their 
predecessors,  or  are  they 
simply  better  able — finan- 
cially— to  walk  away  from 
the  comer  office?  The 
trend,  however  incipient, 

bears  watching. 

Blumenthal  certainly  doesn't  seem 
to  miss  the  power.  Sitting  in  his  spar- 
tan office  at  Lazard  Freres'  Rockefel- 
ler Center  headquarters,  he  takes  a 
puff  on  his  cigar  and  chides  Forbes. 
Why  is  it,  he  wants  to  know,  that  our 
tone  seems  to  suggest  he  is  washed  up 
at  age  64? 

Good  question.  In  addition  to 
teaching,  Blumenthal  sees  one  of  his 
biggest  tasks  as  getting  Lazard  Freres' 
far-flung  offices  to  work  together  in  a 
world  where  national  borders  count 
for  little.  "Right  now  they  arc  sepa- 
rate firms,  really  doing  their  own 
thing,"  he  explains.  "We  sec  great  op- 
portunity in  leveraging  each  other's 
position  in  these  various  markets — in 
cross-border  investments,  in  the  dis- 
semination of  technology,  in  industry 
restructuring  on  a  world  scale." 

Adds  Blumenthal  with  his  enthusi- 
astic smile,  "It's  exciting  to  try  a  new 
incarnation."  ■ 
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"I  spent  years  servicing 
the  needs  of  my  clients. 

Now  I  want  someone 
to  service  my  needs. 

That's  why  I  need  my 
Chase  Private  Banker. " 


-"Rags"  Ragsdale 
Retired  Advertising  Executive 
Ted  Bates,  Inc. 


After  many  decades  of  service,  Rags  Ragsdale 
retired  five  years  ago  from  one  of  the  world's 
foremost  advertising  agencies. 

Mr.  Ragsdale  says,"I  was  taking  a  lump  sum  of 
profit  sharing,  pension  and  stock  money.  I  had 
a  wretched  feeling  that  I  knew  very  little 
about  money  management.  I  talked  to  a  few 
banks  and  some  Wall  Street  firms  but  decided 
on  Chase  Private  Banking.  I  wanted  people 
who  would  make  sound  decisions  and  discuss 
things  with  me  and  my  wife." 

"My  Private  Banker,"  Ragsdale  continues, 
"watches  over  my  money  like  it's  his  own, 
and  Chase's  performance  has  always  been 
excellent." 

If  you  have  an  income  of  $250,000  or  assets 
of  5500,000  to  invest  and  you  want  service  like 
this,  speak  to  a  Chase  Private  Banker. 

We  have  a  long  history  of  successfully  manag- 
ing money  for  wealthy  clients.We  provide 
active  fixed  income  and  equity  investment 
management.  And, we'll  tailor  our  comprehen- 
sive array  of  financial  services  to  meet  your 
specific  needs. 

We  have  offices  in  New  York,  Horida  and  Cal- 
ifornia. Call  1-800-942-1414  ext.6l44  and  we'll 
put  you  in  touch  with  the  Chase  Private  Banker 
nearest  you. Then  you'll  find  out  how  we  can 
help  you.  Like  we've  helped  Rags  Ragsdale. 

The  Chase  Private  Banker. 

All  the  financial  help  you'll  ever  need" 


New  York,  Palm  Beach,  San  Francisco,  Los  Angeles,  San  Diego 

©1990 The  Chase  Manhattan  Corporation     Member  FDIC 
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How  do  you  get  to  the  top  of  the  chief 
executive  pay  list?  One  way  is  to  whip  a 
blue-chip  company  into  shape.  Another  is 
to  get  in  early  on  a  stunning  startup. 

Just  deserts 


By  Dana  Wechsler 


CRAIG  McCaw  has  gotten  more  at- 
tention than  he  enjoys  the  past 
few  weeks  for  being  America's  high- 
est paid  chief  executive.  Last  year  he 
earned  $54  milhon. 


It's  hard  to  argue,  however,  that 
McCaw  is  overcharging  his  stock- 
holders, since  he  himself  is  one  of  the 
biggest,  holding  9.8%  of  McCaw  Cel- 
lular Communications  stock,  a  stake 
valued  at  about  $400  million.  His 
three  brothers  together  own  an  addi- 


Company /chief  executive 

sal  + 
bonus 

Compensation* 

%                           stock 
change       other        gains 

total 

McCaw  Cellular/Craig  O  McCaw 

$289 

-5% 

— 

$53,655 

$53,944 

LIN  Bioadcasting/Donald  A  Pels 

1,363 

32 

— 

21,428 

22,791 

Lotus  Development/fim  P  Manzi 

991 

NA 

$49 

15,372 

16,412 

Reebok  International/Paul  B  Fireman 

14,606 

28 

— 

— 

14,606 

BHC  Commun/Herbert  J  Siegel 

13,687 

NA 

14 

— 

13,702 

Freeport-McMoRan/James  R  Moffett 

1,359 

-13 

1,086 

11,072 

13,517 

Torchmark/Ronald  K  Richey 

1,084 

35 

48 

11,588 

12,719 

Great  A&P  Tea/James  Wood 

3,193 

59 

2,024 

5,900 

11,117 

Coca-Cola/Roberto  C  Goizueta 

2,542 

17 

2,400 

5,872 

10,814 

Walt  Disney/Michael  D  Eisner 

9,589 

28 

6 

— 

9,595 

Anheusei-Busch  Cos/ August  A  Busch  III 

1,464 

-5 

21 

7,397 

8,882 

MCI  Communications/William  G  McGowan 

1,325 

-2 

— 

7,341 

8,666 

Ogdtn/Ralph  E  Ablon 

2,000 

-3 

284 

5,015 

7,299 

Merck/P  Roy  Vagelos 

2,340 

46 

5 

4,423 

6,769 

Wal-Mart  Stores/David  D  Glass 

600 

— 

30 

6,129 

6,759t 

Reliance  Group/Saul  P  Steinberg 

6,265 

39 

281 

— 

6,546 

Philip  Morris  Cos/Hamish  Maxwell 

1,877 

13 

1,771 

2,805 

6,453 

UST  Inc/Louis  F  Bantle 

2,126 

23 

22 

3,635 

5,783 

Morgan  Stanley/S  Parker  Gilbert 

5,475 

24 

20 

— 

5,495 

Alexander  &  Baldwin/Robert  f  Pfeiffer 

1,473 

11 

509  . 

3,476 

5,459 

Toys  "R"  Us/Charles  Lazarus 

5,277 

19 

16 

— 

5,293 

ConAgra/Charles  M  Harper 

1,444 

10 

3,085 

723 

5,252 

Interpublic  Group/Philip  H  Geier  Ir 

!,705 

NA 

3,320 

— 

5,025 

Paramount  Commun/Martin  S  Davis 

4,095 

i; 

865 

— 

4,960 

Ralston  Purina/William  P  Stiritz 

1,064 

3 

53 

3,790 

4,907 

•All  dollar  amounts  in  thousands.     tPrior-year  data 

NA:Not 

available. 

tional  20.2%.  Almost  all  of  Craig 
McCaw's  net  worth  is  tied  up  in  the 
company,  which  his  father  founded  in 
the  early  1950s. 

Craig  McCaw's  salary,  says  compa- 
ny Vice  Chairman  Wayne  Perry, 
"pales  in  comparison  to  what  the 
stockholders  get." 

In  fact,  under  McCaw's  guidance 
the  value  of  the  company  has  risen 
from  $27  million  in  1980  to  about 
$4.6  billion  today.  As  for  McCaw 
himself,  he  took  a  salary  and  bonus  of 
only  $289,000  last  year,  about  a  third 
of  the  average  on  this  year's  list  of  the 
800  top-paid  chief  executives.  He  got 
his  $53.6  million  windfall  by  exercis- 
ing stock  options  on  1.5  million 
shares  given  to  him  in  1983  and  1986. 
Why  was  he  given  the  stock  options? 
Because  he  led  the  team  that  trans- 
formed the  company  from  a  sleepy 
cable  television  firm  into  a  cellular 
phone  outfit. 

The  other  big  stockholders  on  this 
year's  top  25  list  (see  chart)  are  Paul 
Fireman,  chief  executive  and  14.7% 
owner  of  Reebok  International,  and 
Saul  Steinberg,  who  runs  Reliance 
Group.  Fireman  made  more  than 
$14.5  million  last  year,  but  his  Ree- 
bok holdings  are  worth  $290  million 
and  his  shareholders  fared  very  well. 

Steinberg  hasn't  done  much  for  his 
shareholders  lately,  but  if  he's  over- 
paying himself  at  $6  million-plus,  he 
is  the  chief  loser:  He  owns  60%  of  the 
company. 

Almost  half  the  chief  executives 
who  made  this  year's  top  25  list  run 
companies  that  have  been  among  the 
blockbuster  growth  stories  of  the 
1980s:  Lotus  Development,  Reebok, 
MCI  Communications,  Toys  "R"  Us. 
Together  these  men  helped  create  $20 
billion  in  stockholder  value  over  the 
past  decade.  So  paying  $5  million  or 
$10  million  a  year  doesn't  really  seem 
so  expensive. 

Note  well:  You  can  still  be  an  orga- 
nization man  and  get  to  the  top  of  the 
compensation  charts.  Look  at  Louis 
Bantle  at  ust,  Hamish  Maxwell  at 
Philip  Morris,  Roberto  Goizueta  at 
Coca-Cola,  Roy  Vagelos  at  Merck.  All 
rose  through  the  ranks,  and  all  have 
taken  blue-chip  American  companies 
and  made  the  most  of  them. 

Sure,  there  arc  abuses  in  chief  exec- 
utive pay  scales,  but  a  lot  of  well-paid 
chief  executives  have  earned  every 
dime  they  got  paid.  Those  who  create 
wealth  arc  entitled  to  share  in  it. 
That's  what  a  market  economy  is  all 
about.    ■ 


208 


FORBES,  MAY  28,  1990 


Whidioxipteris 
the  most  t)o\^eiil? 


Okay,  so  it's  a  trick  question.  But  the  right  answer  could 
be  worth  millions  to  you  and  your  organization. 

The  average  computer  company  would  have  you  believe 
that  you  can  measure  the  power  of  their  computers  purely  in 
machine  terms.  Like  megahertz  or  MIPS. 

At  4>ple,we  see  things  differently  A  personal  computer 
can't  do  anything  by  itself.  And  a  computer  that  people  can't— 
or  won't— use  doesn't  really  have  any  power  at  all. 

Just  think  of  all  the  PCs  you've  seen  like  the  computer 
on  the  left,  sitting  idle  most  of  the  time. 

Macintosh'  personal  computers,  on  the  other  hand,  can 
almost  always  be  found  like  the  computer  on  die  right.  With 
human  beings  attached.  Hour  after  hour  Day  after  day  Year  in 
and  year  out  Helping  people  do  almost  everything  they  do. 
Giving  people  die  kind  of  power  you  can  measure  in  results. 

A  recent  survey  of  people  who  use  Macintosh  and  people 


who  use  the  odier  leading  personal  computer  system  in  Fortune 
7(9^(7  corporations  helps  explain  why:  Macintosh  was  rated 
22%  higher  for  user  enjoyment.  Which,  in  turn,  helps  account  for 
why  information  systems  managers  in  diose  companies  rated 
Macintosh  22%  higher  for  overall  satistoon  and  a  remarkable 
42%  higher  for  user  productivity 

So  before  you  spend  another  dime  on  personal  compu- 
ters, invest  a  few  minutes  in  a  system  that  lets  you  measure  its 
power  by  the  only  benchmark  that  really  matters:  the  perfor- 
mance of  die  people  who  use  it.  For  y3ur  nearest  authorized 
Apple  reseller,  call  1-800-538-9696,  ext.800. 

Then  you'll  know  why  Macintosh  is  the  most  powerftil 
personal  computer  you  can  buy  today 

The  computer  people  actually  use. 

The  power  to  be  your  best"  W^ 


No.  we  didn't  amduct  the  survey  ourfebies.  That  uniJdnt  heJiarThe  1990  study  was  conducted  h}'  Diagnostic  Research,  /w  ,  amon^  Fortune  \0O0  MIS  managers 
and  computer  usmfmiduruMMacmlosb  and  moos  systems  CM  and  we  U  send  you  a  cofry©  1990  AppkOm^ 

Fonune  SOO  am/ Foraine  Service  SOO,  which  are  registered  tmdemarts  of  Time.  Inc  MS  DOS  is  a  registered  Iradernark  o/Miaosi>fi  COipomtion. 
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Warren  Buffett  loves  writing  big  checks  for 
his  executives.  He  worries  more  about  the 
ones  who  earn  skimpy  rewards.  How  can 
companies  better  match  executive  rewards, 
to  executive  accomplishment? 

Would  Adam  Smith 
pay  them 
so  much? 


By  Dana  Wechsder 


ON  THE  MORNING  of  Jan.  11, 
1989,  the  four  directors  of  the 
Walt  Disney  Co.  who  consti- 
tute the  company's  compensation 
committee  sat  behind  closed  doors  at 
Disney  headquarters  in  Burbank, 
Calif.  Before  them  was  a  sheet  of  pa- 
per summarizing  the  terms  of  a  new 
ten-year  contract  for  Michael  Eisner, 
48,  Disney's  chairman  and  chief  exec- 
utive officer. 

Speaking  to  the  four  directors  by 
telephone,  broadcast  through  a  speak- 
er so  that  all  could  hear,  was  Graef 
Crystal,  56,  an  executive  compensa- 
tion consultant.  "If  you  are  not  com- 
fortable with  the  notion  that  Michael 
Eisner  may  end  up  the  highest-paid 
executive  in  the  world  again,  and 
maybe  by  a  considerable  margin,  then 
for  God's  sake  don't  approve  this  con- 
tract," Crystal  warned. 

In  1988  Eisner  made  $40.1  million 
in  tQtal  compensation,  putting  him  at 
the  top  of  the  pay  charts.  Newspapers 
announced  it  in  headlines  and  televi- 
sion's highly  paid  talking  heads  had  a 
field  day  talking  about  corporate 
greed.  The  publicity  was  terrible,  but 
the  fact  remained  that  Eisner  had 
turned  Disney  from  a  so-so  company 
into  a  money  machine.  Since  he 
joined  the  company  in  1984,  profits 
had  increased  from  $108  million  to 
$520  million,  and  the  stock  had  as- 
cended from  $14  a  share  to  $65.  Ac- 
cording to  calculations  by  Crystal, 
Eisner  had  created  an  extra  $5  billion 
to  $6  billion  of  market  value  for  share- 
holders, over  and  above  normal  re- 
turns of,  say,  14%  a  year. 

The  new  contract,  which  the  com- 


Adam  Smith 

Will  the  invisible  hand  pinch  pay? 

mittee  approved,  called  for  Eisner  to 
get  an  annual  salary  of  $750,000,  2% 
of  aftertax  profits  when  return  on  eq- 
uity exceeds  11%,  and  2  million 
shares  of  stock  options.  But  it  also 
made  him  assume  more  risk. 

How  so?  For  one  thing,  his  bonus 
hurdle  was  raised.  He  still  receives 
2%  of  aftertax  profits,  but  only  those 
profits  in  excess  of  an  11%  return  on 
equity;  that  compares  with  a  9%  hur- 
dle before,  and  it's  pretty  tough.  Most 
companies  give  executives  bonuses 
based  on  return  on  equity  about  6% . 

Says  Crystal,  "If  Eisner  generates  a 
15%  return  on  equity,  his  compensa- 
tion will  be  less  than  under  his  old 
contract.  But  if  his  level  of  past  perfor- 
mance continues,  he  may  become  the 
highest-paid  chief  executive  in  the 
world." 

Fair  enough.  Eisner  won't  get  huge 


rewards  simply  for  sitting  back  and 
coasting  on  past  accomplishments. 
With  other  compensation  thrown  in, 
the  new  contract  brought  Eisner  just 
short  of  $10  million  last  year.  Because 
he  didn't  exercise  as  many  options  as 
he  did  the  year  before,  he  dropped 
from  first  place  to  tenth  on  the  all- 
American  executive  compensation 
list.  This  year  others  would  take  the 
heat  as  "greedy." 

Greed?  The  word  fits  nicely  in 
headlines  and  rolls  easily  off  the 
tongues  of  $2-million-a-year  tv  news- 
readers, but  it  really  has  no  meaning 
when  it  comes  to  paying  someone  in  a 
free  market  system.  A  dictionary  defi- 
nition of  greed  is  "a  rapacious  desire 
for  more  than  one  deserves."  But  what 
does  a  high-performance  executive 
deserve?  Less  than  a  top-line  rock 
singer,  movie  producer,  dealmaker  or 
TV  personality?  Is  a  high-paid  execu- 
tive greedy  but  a  line  worker  who 
goofs  off  on  the  job  not  greedy?  When 
talking  about  such  things  most  people 
forget  how  a  market  economy  works. 

Warren  Buffett,  the  most  successful 
investor  of  this  era,  has  strong  ideas 
on  the  subject  of  executive  compensa- 
tion. "If  I  owned  all  of  Disney,"  says 
Buffett,  "it  wouldn't  bother  me  one 
bit  to  write  out  a  check  for  $40  mil- 
lion after  what  Eisner  has  done.  What 
bothers  me  is  paying  $2  million  to 
some  guy  who  hasn't  done  anything. 
You'll  never  pay  a  really  top-notch 
executive — Roberto  Goizueta  at  Coke, 
Tom  Murphy  and  Dan  Burke  at  Cap 
Cities,  or  Eisner — as  much  as  they  are 
worth.  A  million,  $3  million  or  $10 
million,  it's  still  peanuts.  The  problem 
is,  executive  compensation  is  too  ho- 
mogeneous. We're  paying  the  .200  hit- 
ters too  close  to  the  .350  hitters." 

The  problem,  then,  isn't  greed — 
how  many  people  do  you  know  who 
will  turn  down  raises  or  tear  up  win- 
ning lottery  tickets?  The  problem  is 
figuring  out  who  deserves  what. 
That's  what  a  market  system  is  all 
about.  Unfortunately,  executive  com- 
pensation isn't  always  decided  by 
market  forces. 

"If  you  let  all  of  the  baseball  players 
in  the  country  decide  for  themselves 
how  they  would  be  compensated,  you 
might  have  an  illogical  compensation 
arrangement  there,  too,"  reflects  Buf- 
fett. "An  entirely  different  attitude 
prevails  toward  executives  than  to- 
ward every  other  factor  of  production. 
When  you  are  buying  raw  materials, 
renting  property  or  hirmg  labor,  you 
try  to  make  sure  you  get  absolutely 
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top  value  per  dollar  paid.  But  the  same 
market  forces  don't  come  to  bear  on 
top  management." 

This  is  borne  out  by  research  con- 
ducted by  professors  Michael  Jensen  of 
the  Harvard  Business  School  and  Kevin 
Murphy  of  the  University  of  Roches- 
ter. Their  work  suggests  that  over  the 
past  15  years  all  the  talk  about  "pay  for 
performance"  has  been  mostly  a  cover 
for  raising  executive  compensation.  In 
fact,  the  compensation  of  the  chief 
executives  of  the  country's  250  largest 
corporations  has  been  no  more  variable 
than  the  pay  of  a  random  sample  of 
hourly  and  salaried  w^orkers — albeit  at 
a  much  higher  level. 

Jensen  and  Murphy  compared  how 
chief  executive  salaries  and  bonuses 
have  changed  in  relation  to  their  com- 
panies' market  values.  A  chief  execu- 
tive who  spent  $10  million  on,  say, 
redecorating  the  executive  suite  may 
have  been  wasting  money  and  reduc- 
ing the  company's  value,  but  the  exe- 
cutive's salary  and  bonus  would  typi- 
cally drop  only  $670  as  a  conse- 
quence, Jensen  and  Murphy  found. 

Compare  that  with  Buffett,  who 
holds  a  45%  stake  in  Berkshire  Hatha- 
way. If  Buffett  makes  a  bad  decision  or 
spends  corporate  money  on  a  compa- 
ny ski  lodge,  45  cents  out  of  every 
wasted  dollar  comes  right  out  of  his 
net  worth.  That's  a  lot  more  than  the 
$670  mentioned  above — $4.5  million, 
to  be  exact. 

That's  why  executive  compensa- 
tion is  so  hard  to  figure  properly.  Rare- 
ly today  are  executives  also  major 
owners.  Rarely  does  their  decision- 
making bear  directly  and  immediate- 
ly on  their  net  worth.  In  1932  econo- 
mists Adolf  Berle  and  Gardiner  Means 
came  out  with  their  now-classic 
book,  The  Modem  Corporation  and  Pri- 
vate Property.  They  wrote  about  a  si- 
lent revolution  that  was  as  yet  unrec- 
ognized, "the  translation  of  perhaps 
two-thirds  of  the  industrial  wealth  of 
the  country  from  individual  owner- 
ship to  ownership  by  the  large,  public- 
ly financed  corporations."  Today 
that's  higher  still. 

This  shift  in  ownership,  as  chroni- 
cled by  Berle  and  Means,  was  leading 
to  vital  changes,  including  the  emer- 
gence of  "princes  of  industry"  who 
were  coming  to  manage  huge  aggrega- 
tions of  industrial  wealth  in  which 
the  investors  had  surrendered  control. 
The  princes  of  industry  expected  to 
receive  a  greater  share  of  the  returns 
than  mere  managers  had  received  in 
the  past. 


Berkshire  Hathaivay's  Warren  Buffett 

It  wouldn't  bother  him  to  write  out  a  $40  million  check  for  Eisner, 


Louie  P'5iho\os/iVlatrix 


Berle  and  Means  recognized  that 
this  situation,  wherein  ownership 
was  partly  divorced  from  control, 
would  lead  to  a  situation  where  the 
compensation  of  top  executives 
would  be  determined  as  much  by  ex- 
ecutive fiat  as  by  market  forces.  To 
bolster  their  view,  they  drew  on  no 
less  an  authority  than  economist 
Adam  Smith. 

Smith  had  explained  that  the  finan- 
cial self-interest  of  every  person, 
when  left  unfettered,  will  result  in  the 
optimal  fulfillment  of  human  desires. 
But  in  a  little-noted  passage  in  his 
1776  treatise  The  Wealth  of  Nations,  he 
stated  emphatically  that  the  invisible 
hand  applied  only  to  enterprises  that 
were  owned  and  managed  by  the  same 
person,  and  not  to  publicly  financed 
corporations.  Of  professional  manag- 
ers Adam  Smith  wrote:   "Being  the 


managers  rather  of  other  people's 
money  than  of  their  own,  it  cannot 
well  be  expected  that  they  should 
watch  over  it  with  the  same  anxious 
vigilance.  .  .  .  Negligence  and  profu- 
sion must  always  prevail." 

The  solution,  as  suggested  by  Smith 
and  refined  by  Berle  aud  Means:  Make 
managers  feel  the  same  rewards  and 
the  same  pain  as  owners.  Give  them 
huge  rewards  when  they  enrich  the 
shareholders  and  huge  penalties  when 
they  fail  them.  To  a  degree  this  has 
been  accomplished  through  the  mas- 
sive restructuring  of  recent  years  and 
the  spread  of  leveraged  buyouts. 

But  most  big  businesses  today  are 
still  run  by  hired  managers  rather 
than  owners.  Yes,  managers  can  be 
disciplined  by  stock  options  and  vari- 
able bonuses.  And  there  is  the  occa- 
sional firing  of  a  chief  executive.  But 
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consider  this:  The  800  chief  execu- 
tives hsted  in  this  issue  made  an  aver- 
age of  almost  $1.4  million  in  total 
compensation  last  year,  more  than 
double  the  $620,000  they  made  in 
1985.  For  the  same  period  earnings  of 
the  Forbes  500  most  profitable  com- 
panies rose  only  40% . 

With  the  advice  of  compensation 
consultants,  a  iew  boards  of  directors 
are  beginning  to  bring  the  invisible 
hand  more  forcefully  mto  the  execu- 
tive suite.  New  compensation  plans 
are  making  executives  share  the 
downside  as  well  as  the  upside.  In 
short,  paying  them  more  like  owners. 

Warren  Buffett  prac- 
tices what  he  preaches.  At 
his  Berkshire  Hathaway 
base  salaries  of  Buffett's 
senior  executives  are  low; 
the  highest  last  year  was 
$250,000.  (Buffett's  salary 
is  $100,000.)  Stock  op- 
tions are  nonexistent,  be- 
cause Buffett  believes  that 
each  person  should  be  re- 
warded based  strictly  on 
his  individual  perfor- 
mance, not  on  the  perfor- 
mance of  the  company  as 
a  whole. 

But  bonuses  can  be  sub- 
stantial. Last  year  several 
Berkshire  Hathaway  exec- 
utives whose  base  salary 
was  $250,000  received  bo- 
nuses of  $2  million.  Oth- 
ers received  zero. 

Says  Buffett:  "Forty-five 
percent  [of  any  bonus] 
comes  out  of  my  own  pock- 
et, but  I  love  it.  It's  the  guy 
who  doesn't  get  a  bonus 
check  who  bothers  me." 

Texaco,  long  one  of  the 

worst-i-un    companies    in     

the  oil  business,  has  been  pulling  up 
its  socks  since  narrowly  escaping  a 
grab  by  raider  Carl  Icahn.  Texaco 
overhauled  its  pay  plan  early  last  year, 
summarily  removing  a  legion  of  se- 
nior executive  perks  and  replacing 
virtually  automatic  bonuses  with  a 
plan  that  could  pay  out  big  bonuses — 
or  none  at  all — depending  on  an  indi- 
vidual's performance. 

In  the  past,  Texaco  had  been  the 
very  model  of  what  Berle  and  Means 
described  and  what  Warren  Buffett  la- 
ments: a  company  run  for  the  princi- 
pal benefit  of  those  who  ran  it.  Al- 
though Texaco  executives  received 
salaries  and  bonuses  slightly  lower 
than  most  of  their  competitors',  they 


scarcely  had  to  worry  about  perfor- 
mance targets  or  keeping  their  jobs. 
Bonuses  were  effectively  guaranteed, 
and  senior  executives  enjoyed  all 
sorts  of  lucrative  perks,  including 
company  cars  and  a  special  health  ben- 
efit plan  under  which  the  company 
covered  all  medical  and  dental  bills  and 
provided  special  insurance  coverage. 

In  1987  James  Kinnear,  then  a  33- 
year  veteran  of  Texaco,  took  the  top 
job.  He  knew  the  company  needed 
shaking  up.  He  brought  in  a  New 
York-based  compensation  consultant, 
Frederick  W.  Cook  &  Co. 

Kinnear  knew  that  compensation 


Texaco  s  James  Kinnear 

You  want  perks?  Make  the  money  and  buy  your 


consultants  work  for  and  are  paid  by 
management;  it  is  a  rare  consultant 
who  comes  up  with  recommenda- 
tions unpopular  with  senior  manag- 
ers. Kirmear  and  Robert  Beck,  former 
chief  executive  of  Prudential  Insur- 
ance Co.  and  chairman  of  Texaco's 
compensation  committee,  tried  to 
eliminate  this  conflict  of  interest. 
They  gave  explicit  instructions  to  the 
Cook  consultants;  They  were  work- 
ing with  management,  but/or  the  com- 
pensation committee.  Says  one  com- 
pensation consultant,  "For  a  consul- 
tant, that  provides  a  great  suit  of 
armor. ' ' 

Texaco's    resulting    compensation 
plan  was  launched  on  the  first  of  last 


year.  To  make  the  changes  palatable, 
stock  options  were  instituted  and  sal- 
aries were  raised  slightly — about  10% 
for  senior  executives.  The  total  bonus 
pool  was  increased,  from  1%  of  net 
profits  to  1%  of  net  profits  up  to  a 
return  on  equity  of  6%,  and  3%  of  net 
profits  above  that. 

But,  senior  executives  were  told, 
they  were  going  to  have  to  give  some- 
thing in  return.  Bonuses  would  be 
earned  only  by  meeting  strict  corpo- 
rate and  individual  performance  mea- 
surements. In  Kirmear's  case,  the  re- 
quirements were  tough.  One  of  them: 
Unless  Texaco's  return  on  capital  ex- 
ceeded competitors  in  the 
oil  business,  Kinnear 
would  not  be  paid  his  full 
bonus. 

Almost  all  of  the  Tex- 
aco executives'  perks 
were  taken  away.  The 
message?  "If  you  want 
these  things,  we're  giving 
you  an  opportunity  to 
make  the  money  and  buy 
them  on  your  own,"  ex- 
plains Carl  Davidson, 
Texaco's  vice  president 
and  secretary. 

In  terms  of  stock  com- 
pensation, Texaco  senior 
executives  could  expect  to 
reach  their  old  levels  only 
if  the  stock  price  grew  at 
9.5%  a  year,  far  higher 
than  Texaco's  average  an- 
nual price  appreciation 
from  1983  to  1988. 

So  it  is  clear  that  an  ef- 
fort is  being  made  to  in- 
troduce market  forces 
into  the  executive  suite. 
In  an  article  in  the  current 
Hanard   Business    Reiieu', 

professors      Jensen      and 

Murphy  figure  that  Michael  Eisner's 
salary  and  bonus  under  the  new  com- 
pensation package  are  ten  times  more 
sensitive  to  corporate  results  than  the 
median  chief  executive  of  the  coun- 
try's 250  largest  corporations. 

Contracts  like  Eisner's  might  help 
solve  one  of  the  thorniest  problems 
facing  American  business  today:  mak- 
ing sure  that  a  chief  executive  and  all 
other  top  executives  arc  compensated 
in  at  least  rough  proportion  to  the 
results  they  achieve  rather  than  mere- 
ly being  rewarded  for  reaching  the  top. 
Moving  into  the  executive  suite 
should  not  be  seen  as  the  payoff  for 
past  services  but  rather  as  the  begin- 
ning of  the  ultimate  challenge. 


own. 
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MARY  BRODIE 

WON'T  FEEL 

THE  LUMP 

IN  HER  BREAST 

FOR  ANOTHER 

TWO  YEARS. 


Like  a  lot  of  women,  Mary 
Brodie  understands  the  impor- 
tance of  regular  breast  self- 
examination.  And  because  she's 
never  felt  a  lump,  she  thinks 
everything  is  fine.  It's  the  same 
conclusion  a  lot  of  women  reach. 

Unfortunately,  it's  wrong. 

The  tiny  tumor  that's  forming 
in  her  breast  is  too  small  to  feel. 
But  with  mammography,  it's  not 
too  small  to  see. 

And  tomorrow  Mary  is  getting 
her  first  mammogram.  Thanks,  in 
part,  to  a  new  x-ray  film  created 
by  DuPont  that  makes  it  safer  for 
women  to  start  mammography 


And  for  Mary,  early  detection 
means  a  two  year  head  start  on 
the  rest  of  her  life. 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that 
make  a  difference. 


ffll  PONJ 


BEHER  THINGS  FOR  BETTER  LIVING. 


Corporate  America's  Most  Powerful  People 


Walt  Disney's  Michael  Eisner 

Under  his  new  contract,  fie  assumes  more  risk. 


B  Diedcnch  Conua 


Unfortunately,  it  will  never  be  pos- 
sible to  create  a  perfect  equation  of 
risk  and  rewards  in  giant  corporations 
where  ownership  is  widely  dispersed. 
For  example,  many  chief  executives 
are  called  upon  to  make  decisions 


with  consequences  that  may  not  be 
measurable  by  the  bottom  line  num- 
bers for  many  years  into  the  future. 
This  is  not  as  serious  a  problem  in 
private  companies,  where  the  owners 
know  that  their  heirs  will  suffer  if 


they  make  a  bad  decision.  But  in  big 
public  companies  there  will  always  be 
a  temptation  for  the  chief  executive  to 
tailor  his  decisions  to  ensure  a  com- 
fortable tenure  for  himself  and  to  dev- 
il with  the  long  future. 

A  question  that  no  one  can  answer 
satisfactorily:  How  do  you  evaluate  a 
decision  that  penalizes  earnings  for  a 
few  years  but  is  intended  to  save  the 
company  in  the  future?  Any  such 
judgment  will  always  be  highly  sub- 
jective. Too  narrowly  applied,  these 
attempts  to  equate  executive  risk 
with  executive  reward  could  lead  to 
the  last  thing  American  business 
needs:  increased  pressure  for  short- 
term  results. 

But  greed  is  a  red  herring.  A  market 
system  works  on  the  principle  of 
maximizing  social  gains  by  encourag- 
ing individuals  to  maximize  their  in- 
dividual gains.  Warren  Buffett  dis- 
misses the  greed  argument  by  saying: 
"Then  you  get  into  whether  it's  right 
to  pay  Mike  Tyson  that  much  to  fight 
or  Frank  Sinatra  that  much  to  sing. 
This  is  a  market  economy."  In  a  mar- 
ket economy,  the  problem  in  execu- 
tive compensation  is  not  the  often- 
asked  "How  much  is  too  much?"  but 
rather  how  do  you  measure  correctly  a 
sometimes  intangible  human  contri- 
bution to  a  complex  task?    ■ 


The  high  price  of  advice 


A  lot  of  people  ask  whether  chief 
(executive  officers  are  paid  too 
well  for  their  services.  But  what 
about  boards  of  directors?  How 
well  are  they  paid? 

Very  well,  according  to  a  Forbes 
survey  analyzing  the  proxies  of  the 
800  corporations  listed  in  this  is- 
sue. For  example,  just  for  being  on 
the  board,  Time  Warner  directors 
get  $60,000  a  year  in  cash  and  re- 
stricted stock.  On  top  of  that,  they 
get  $2,500  for  attending  each  spe- 
cial board  meeting.  Doesn't  sound 
like  a  board  likely  to  give  strong- 
willed  Co-Chief  Executive  Steven 
Ross  much  argument. 

Another  sweet  seat  is  Exxon. 
Outside  board  members  at  the  oil 
giant  get  $52,000  a  year.  But  we 
checked  Exxon's  proxy  a  little  clos- 
er and  foimd  a  sweetener:  In  1989  board  members  who 
were  not  Exxon  employees  were  awarded  1,500  shares 
of  stock.  That's  a  $75,000  windfall,  based  on  Exxon's 
1989  closing  price.  And  Exxon  is  not  alone.  A  year 
earlier  PepsiCo  rewarded  its  loyal  outside  directors 


Company 

Minimum  outside 
directors'  fees 

PepsiCo 

$65,000 

Time  Warner 

60,000 

IBM 

54,700 

Coca-Cola 

54,600 

Exxon 

52,000 

Atlantic  Richfield 

51,000 

Pnmerica 

50,000 

Gannett 

48,750 

Sears,  Roebuck 

48,100 

American  Express 

48,000 

Bally  Mfg 

47,000 

Masco 

46,750 

ConAgra 

46,000 

Amerada  Hess 

45,750 

Eastman  Kodak 

45,200 

with  as  much  as  $150,000  in  stock. 
The  most  generous  corporations 
typically  offer  another  perk  for  out- 
side board  members:  a  retirement 
plan.  At  Eastman  Kodak,  for  exam- 
ple, outside  directors  who  have 
served  at  least  five  years  on  the 
board  receive  annual  "retirement" 
payments  equal  to  about  half  the 
base  compensation  they  got  as  di- 
rectors. Gannett  starts  with  a  50% 
retirement  benefit  for  five  years  of 
service  and  increases  this  to  100% 
for  ten-year  veterans. 

The  table  lists  the  15  best-paying 
board  positions  found  in  our  re- 
search. The  figure  cited  for  each 
company  is  the  minimum  com- 
pensation a  person  could  expect 
from  being  an  outside  board  mem- 
ber. But  it  is  not  unusual  for  out- 
side directors  to  pull  down  thousands  more  by  serving 
on  finance  or  compensation  committees. 

We're  not  saying  that  these  folks  arc  not  worth  what 
they  are  getting.  But  how  likely  arc  they 
to  question  the  hand  that  feeds  them? — Wanen  Midgett 
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OUR  CUENT  USI  INCLUDES 
50%  OF  THE  FORTUNE  500. 
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THE  BOTTOM  LINE  IS  YOU) 
^'  ■   FINANCIAL  PEACE  OF  MIND. 


When  the  leaders  of  America's  most  important  companies  seek 
expertise  in  insurance  and  financial  services,  the\^  tiim  to  the  company  that 
can  help  them  the  most.  The  Tra\'elers. 

We  tailor  our  broad  range  of  products  and  services  to  fit  the  specific 
needs  of  our  di\'erse  clients. 

Tliis  tlexibilit}'  is  backed  b\'  the  power  of  our  $50+  billion  in  assets 
and  125  years  of  experience.  As  a  result,  our  clients  are  better  equipped 
to  meet  the  growing  demands  of  the  business  world.  With  confidence  and 
financial  peace  of  mind. 


Thelravelers, 

You're  better  off  under  the  Umbrella! 


Change  Comes 
Quickly. 

Expertise  Takes 
A  While. 


When  The  CIT  Group  closed  its  first  aircraft  deal,  the  jet  engine  was  on 
the  drawing  boards  and  commercial  air  travel  was  a  novelty.  Fifty  years  later  our 
commitment  to  the  airline  industry  is  stronger  than  ever. 

With  our  method  of  Flexible  Funding,  we're  providing  carriers  of  all  sizes 
with  the  creative  alternatives  that  allow  for  timely  responses  to  improving  tech- 
nologies and  changing  markets. 

Holding  a  current  portfolio  of  over  300  aircraft.  The  GIT  Group  has 
completed  transactions  ranging  fi-om  complex  lease  structures  to  debt  financing. 
Often  in  a  matter  of  days.  This  is  possible  because  we  understand  your  business. 
We  employ  our  own  staff  of  aerospace  professionals,  including  financial  structur- 
ing specialists,  pilots  and  aircraft  mechanics. 

The  GIT  Group  is  backed  by  two  major  international  banks  with  half  a 
triUion  dollars  in  combined  assets. 

'  So  put  the  internationally  proven  experience  of  The  GIT  Group/Gapital 
Financing  to  work  for  your  airiine.  No  matter  how  fast  your  needs  are  changing. 

Gall  G.  Jeffrey  Knittel  at  212-270-6802. 


A  company  of 
Dai-lchi  Kangyo  Bank  and 

©  1990  The  CIT  Group,  Inc.  Manufacturers  Hanover 


Corporate  Leaders 


For  chief  executives,  turning  around  a  troubled 

company  is  the  toughest  task  by  far 

Here  are  25  who  did  it — with  stellar  results. 

Is  there  a  doctor 
in  the  house? 


Are  chief  executives  worth  the 
big  paychecks  they  often  draw? 
k  Some  are,  some  aren't.  Among 
the  ones  who  do  earn  their  keep — and 
more — are  those  chief  executives  who 
succeed  in  taking  a  troubled  company 
and  restoring  it  to  health,  hi  doing  so 
they  may  save  thousands  of  jobs,  help 
keep  the  flag  of  U.S.  industry  flying, 
and,  for  their  stockholders,  create 
hvmdreds  of  millions,  even  billions,  of 
dollars  in  market  value.  Who  would 
begrudge  such  talented  individuals  a 
handful  of  millions  in  a  society  that 
rewards  tv  newsreaders,  second-rank 
rock  'n'  rollers  and  negligence  attor- 
neys on  a  far  grander  scale? 
Those  who  guide  a  successful  turn- 


By  Reed  Abelson,  Edward  Giltenan, 

Spyros  Haiuriatos  and 

Katarz3nia  Wandycz 

around  often  pay  a  heavy  toll  in  too- 
long  hours,  ceaseless  travel,  stressful 
decision  making  and  taking  the  heat 
for  measures  that  cause  friends  and 
associates  great  pain.  Often  thou- 
sands of  people  must  be  laid  off,  old 
businesses  closed  and  new  ones 
bought  or  started  from  scratch — with 
no  guarantee  of  success.  This  is  the 
stuff  that  can  cause  ulcers  and  some- 
times heart  attacks.  William 
McGowan,  chief  executive  of  mci 
Communications  Corp.,  was  unable 
to  be  interviewed  for  his  profile;  he 


suffered  a  heart  attack  in  1986,  had  a 
heart  transplant  and  is  now  recover- 
ing from  chest  surgery. 

The  25  chief  executives  profiled  in 
the  following  pages  head  companies 
that  have  achieved  impressive  turn- 
arounds during  their  stewardships.  As 
a  group  they  earned  over  $50  million 
last  year.  That  came  to  an  almost  in- 
visible proportion  of  the  value  of  the 
jobs  they  saved,  the  market  value  they 
created. 

If,  as  many  people  hope,  the  painful 
corporate  restructurings  of  the  1980s 
have  better  prepared  U.S.  industry  for 
the  1990s,  it  was  the  work  of  people 
like  those  listed  below  who  were  the 
sometimes  unsung  heroes. 


Stick  with  the  doll 
that  brung  ya 

John  Amerman  bristles  at  the  sug- 
gestion that  Mattel  has  not  had  any 
blockbuster  toys  lately.  "I  show  skep- 
tics the  Barbie  numbers.  That's  my 
definition  of  megahit,"  says  Amer- 
man, 58,  chief  executive  of  the  once 
troubled  toymaker. 

Barbie?  A  megahit?  Not  compared 
with  the  Cabbage  Patch  dolls  of  1984 
or  today's  Teenage  Mutant  Ninja  Tur- 
tles. But  Barbie's  numbers  do  look 
good:  Cabbage  Patch  has  faded  and  the 
Turtles  have  yet  to  demonstrate  stay- 
ing power.  Since  1987,  when  Amer- 
man took  the  reins  at  the  Hawthorne, 
Calif.-based  toy  firm.  Barbie  sales 
have  increased  40%,  to  $600  million 
last  year.  Introduced  in  March  1959, 
Barbie  has  grossed  billions  of  dollars 
for  Mattel  over  the  past  three  decades. 

Under  Amerman,  Barbie  is  lending 
her  name  to  everything  from  notepads 
to  perfume.  Fashion  designer  Bob 
Mackie  came  up  with  a  gold-sequined 
gown  for  a  Barbie  doll  that  retails  for 


$120.  Amerman  has  gotten  mileage 
out  of  other  favorites  like  Hot  Wheels 
matchbox-size  metal  cars. 

In  yet  another  exploitation  of  the 
golden  oldies,  Amerman  signed  a  deal 
in  1987  to  make  infant  and  preschool 
toys  based  on  popular  Disney  charac- 
ters like  Mickey  Mouse  and  Donald 


John  Amennan 


Mattel 


$1,737,000 


Duck.  Last  year  the  Magic  Kingdom 
line  raked  in  $135  million. 

So  far,  so  good.  Mattel  earned  $80 
million  last  year,  and  earnings  are  ex- 
pected to  rise  30%  more  this  year. 
Mattel's  stock,  which  sank  as  low  as 
6'/4  in  1988,  recently  traded  at  22. 

When  Amerman  took  over  three 
years  ago,  he  could  see  the  company 
had  grown  fat — its  overhead  was  high 
and  new  toys  were  flopping.  In  1985 
Mattel  had  bet  heavily  on  miniature 
action  figures  like  Masters  of  the  Uni- 
verse. But  they  fizzled,  leaving  Mattel 
with  truckloads  of  unsold  inventory. 
In  1987  things  had  gotten  so  bad  Mat- 
tel reported  a  record  loss  of  $113 
million. 

As  is  common  for  rising  young  ex- 
ecutives, Amerman  made  a  name  for 
himself  running  overseas  operations. 
In  the  seven  years  before  stepping  into 
the  chief  executive's  slot,  he  quadru- 
pled Mattel's  international  sales  by 
pushing  old  favorites.  He  figured  the 
same  strategy  could  work  in  the  U.S., 
and  he  was  right.  Instead  of  gambling 
on  risky  new  product  introductions, 
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which  can  bomb  totally,  he  concen- 
trated on  exploiting  proven  successes. 
Barbie  is  the  classic  example. 

But  turning  Mattel  around  wasn't 
simply  a  matter  of  dusting  off  prov- 
en performers.  Amerman  stepped 
up  market  research  and  sharpened 
Mattel's  advertising,  testing  every 
commercial  for  effectiveness  before 
it  airs. 

Twenty-five  years  ago  Amerman 
helped  create  the  popular  White 
Knight  commercial  for  Colgate-Pal- 
molive's  Ajax  detergent.  Today,  un- 
prompted, Amerman  belts  out  the  tag 
line:  "Stronger  than  dirt." 


Making  prairie  dust 
into  gold  dust 

Fl  or  a  man  making  fat  profits,  Hans 
Becherer  sounds  awfully  worried. 

"It's  part  of  my  challenge  to  make 
sure  complacency  doesn't  set  in,  to 
maintain  a  sense  of  urgency  as  we 
pursue  excellence,"  says  Becherer,  55, 
chief  executive  of  Deere  &  Co. 

But  complacency  was  the  least  of 
Deere's  problems  earlier  in  Becherer's 
stewardship.  For  much  of  the  1980s, 
farm  equipment  was  in  a  recession 
bordering  on  depression.  Deere  lost 
over    $200    million   in    1986.    Sales 


slumped  13%,  to  $3.5  billion. 

But  Deere  was  better  positioned 
than  many  competitors  to  withstand 
the  long  dry  spell  in  the  U.S.  farm 
economy.  Deere  held  a  strong  pres- 
ence overseas,  and  this  paid  off  in  the 
lean  years.  Even  when  many  U.S. 
farmers  couldn't  scrape  together 
enough  money  to  buy  a  pitchfork, 
counterparts  in  Germany  and  Austra- 
lia were  expanding.  This  shows  in 
Deere's  results:   Foreign  sales  have 

Hans  W.  Becherer 

Deere  &  Co. 
$978,000 
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more  than  doubled  since  1984,  while 
U.S.  sales  have  gone  up  by  only  40%. 

Deere's  diversification  into  finan- 
cial services  and  insurance  helped  off- 
set the  weakness  in  the  company's 
core  U.S.  business. 

Under  Robert  Hanson,  chief  execu- 
tive until  last  year,  Deere  learned  how 
to  make  more  from  less.  It  cut  its 
work  force  by  40%  and  continued 
heavy  capital  spending.  Rather  than 
close  plants,  Deere  chose  to  "down- 
size in  place,"  shutting  down  only 
uimeeded  sections  of  many  factories. 

Management  was  careful  to  cut  fat, 
not  muscle.  R&JD,  which  costs  Deere 
about  $200  million  a  year,  was  left 
intact.  Product  development  re- 
mained a  priority,  including  home 
gardening  equipment,  where  Deere 
was  making  a  name  for  itself.  Nothing 
hke  one  of  those  tiny  Deere  tractors 
to  make  cutting  the  lawn  fun  again. 

As  Deere  struggled  with  the  slump, 
rivals  were  decimated.  Deere's  num- 
ber two  and  three  competitors.  Inter- 
national Harvester  and  Massey-Fergu- 
son,  were  swallowed  up.  Harvester's 
farm  machinery  business  was  sold  to 
Tenneco.  Smaller  farm  machinery 
companies  went  out  of  business. 

So  when  the  rain  finally  fell  on 
Deere's  parched  market,  the  company 
was  in  a  position  to  reap  what  it  had 
sown.  Deere  had  the  capacity  and  the 
products,  and  bounced  back  with  the 
market.  With  industry  volume  up  just 
20%  from  its  1986  trough,  Deere  last 
year  brought  in  profits  of  $380  million 
on  revenues  of  $7.2  billion.  Share- 
holders are  getting  a  nice  slice  of  the 
bounty,  too;  Deere  stock  rose  to  a 
recent  74,  triple  its  1986  low. 

Worry,  worry.  Now  Hans  Becherer 
is  worrying  about  getting  complacent. 
Says  he,  "It  is  the  prudent  and  wise 
and  visionary  management  that  is 
able  to  energize  a  corporation  to  keep 
improving,  even  in  good  times." 


"I  wasnt  wedded 
to  the  past" 

Stroll  down  the  aisles  of  any  super- 
market, and  you  are  likely  to  see 
the  turnaround  strategy  of  Reynolds 
Metal  Co.  Near  the  company's  old 
standby,  Reynolds  Wrap  aluminum 
foil,  the  shelves  are  stacked  with 
Reynolds  plastic  wrap,  Reynolds 
sandwich  bags,  Reynolds  freezer  pa- 
per and  Reynolds  storage  bags.  Line 
extension,  it's  called  in  packaged 
goods,   but   metals  producers  never 


Wilier  Calahan 


used  to  think  like  packaged  goods  pro- 
ducers. Now  they  do. 

Soon  there  will  be  many  more 
Reynolds  packaging  products,  vows 
William  Bourke,  63,  the  company's 
chief  executive  since  1986.  Bourke 
came  to  Reynolds  in  1981,  having 
been  passed  over  for  the  presidency  of 
Ford  Motor  Co.  Says  he,  "When  I 
joined  Reynolds  I  didn't  know  much 
about  the  aluminum  industry.  But  I 
quickly  realized  that  Reynolds'  brand 
in  packaging — the  oldest  and  best- 
known  name  in  aluminum  foil — was 
an  asset  that  we  could  build  on." 

Last  year  consumer  products 
brought  in  some  $725  million,  or 
about  12%  of  Reynolds'  $6.2  billion  in 
total  sales.  Bourke  hopes  the  figure 
will  grow  to  $1  billion  soon  with  the 
introduction  of  garbage  and  trash 
bags — plus  an  acquisition  or  two. 

While  rivals  like  Alcoa  and  Alcan 
Aluminium  sell  the  bulk  of  their  out- 
put as  aluminum  sheet  or  ingot, 
Bourke  has  pushed  Reynolds  into 
more  complex  products.  Altogether 


William  Bourke 


Reynolds  Metals  Co. 


$2,226,000 


40%  of  Reynolds'  sales  last  year  came 
from  finished  goods,  including  con- 
sumer packaging  and  aluminum  cans. 
Such  businesses  tend  to  be  far  less 
cyclical — and  far  more  profitable — 
than  basic  aluminum  smelting. 

How  different  this  looks  from  the 
early  1980s,  when  Bourke  first  joined 
the  company  as  executive  vice  presi- 
dent in  charge  of  operations.  Back 
then  Reynolds  was  skidding  in  the 
downcyclc;  it  reported  a  $24  million 
loss  for  1982.  Equally  worrisome, 
Reynolds  was  accumulating  excess 
inventory,  production  costs  were  high 
and  the  company  was  hampered  by  its 
badly  outdated  facilities. 

As  an  outsider,  Bourke  was  able  to 
take  a  fresh  look  at  the  business.  "I 
wasn't  wedded  to  the  past,"  he  recalls. 

Indeed.  Bourke  closed  down  12 
plants,   incurring  writeoffs  of  some 
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We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  21®  professionals  have  access 
to  properties  in  all  stiapes  and  sizes,  as 
members  of  one  of  tfie  country's  largest 
Commercial-Investment  organizations. 
A  world-renowned  tradition  of  service. 
Wfien  you  work  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 
One  size  doesn't  fit  all. 

Whatever  your  comfort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference. 


Qnturi^ 


21. 


The  Commercial-Investment  Professionals 


©1990  Century  21  Real  Estate  Corporation  as  trustee  tor  the  NAF.  "and™— trademarks  of  Century  21  Real  Estate  Corporation.  Equal  Housing  Opportunity  a  EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED. 
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$670  million,  or  45%  of  shareholders' 
equity.  He  had  to  lay  off  one-third  of 
the  company's  39,000  employees. 

But  Reynolds  is  now  a  leaner,  stron- 
ger company  and  more  attuned  to  the 
times.  Last  year  the  company  had 
profits  of  $533  million.  Reynold's 
stock  price  has  increased  about  three- 
fold over  the  past  five  years.  Part  of 
the  success  is  the  result  of  higher  alu- 
minum prices,  now  about  70  cents  a 
pound.  But  even  if  prices  drop  again, 
Bourke  says  the  company  is  lean 
enough  to  cope. 


"Jumping  into  the  pit" 

W'hen  a  chief  executive  wants  a 
messy  job  done,  sometimes  he 
has  to  roll  up  his  sleeves  and  do  it 
himself.  That  certainly  was  the  case 
with  William  T.  Esrey,  51,  chairman 
of  United  Telecommunications,  the 
Westwood,  Kans.  phone  outfit. 

Esrey's  problem  was  US  Sprint,  the 
nation's  number  three  long-distance 
telephone  carrier,  which 
in  1987  was  half  owned  by 
United  Telecom.  Back 
then  Sprint  was  a  mess, 
incurring  a  net  loss  of  $1 
billion  for  the  year.  That's 
substantial  considering 
United  Telecom's  reve- 
nues for  1987  were  only 
$2.4  billion.  Clearly,  Es- 
rey had  a  tiger  by  the  tail. 

Byjuly  1988,  after  Unit- 
ed Telecom  agreed  to  buy 
another  30%  stake  in  US 
Sprint,  Esrey  concluded 
that  the  only  solution  was 
for  him  to  take  over  day- 
to-day  management  of 
Sprint.  "It  was  obviously 
jumping  into  the  pit,"  he 
says.  "Even  though  I  had  a 
lot  of  advice  not  to,  I  felt  I 
had  to  do  it  myself." 

The  day  after  stepping 
in  as  Sprint's  chief  execu- 
tive, Esrey  set  up  an  office 
at  Sprint's  headquarters,  5 
miles  down  the  road  from 
United  Telecom.  First  Es- 
rey tackled  the  billing 
problems — many  bills 
didn't  go  out  on  time,  or 


sometimes  the  same  bill  would  go  out 
more  than  once.  Next  he  forced  Sprint 
to  bid  for  an  important  federal  con- 
tract. For  some  reason,  the  previous 
management  had  been  reluctant  to 
spend  the  time  and  money  even  to  try. 

"I  felt,"  Esprey  says,  "that  if  we 
were  fortunate  enough  to  win  that 
contract,  that  could  completely  turn 
around  the  company  in  terms  of  inter- 
nal morale  and  external  expectations. 
It  would  be  the  Good  HoiAsekeeping 
seal  of  approval." 

The  gamble  paid  off  in  December 
1988.  Sprint  was  awarded  part  of  a 
contract  to  provide  communications 
services  to  34  government  agencies 
and  departments.  The  deal  was  worth 
at  least  $3.5  billion  in  revenues  over 
ten  years,  and  was  the  largest  govern- 
ment contract  ever  awarded  outside 
the  space  or  defense  programs. 

Last  year  US  Sprint  contributed  a 
quarter  of  United  Telecom's  record 
$910  million  in  operating  income  and 
more  than  half  of  the  parent  compa- 
ny's  $7.5   billion   in   revenues.    Six 


months  ago,  with  Sprint  solidly  prof- 
itable, Esrey  handed  over  day-to-day 
oversight  of  the  long-distance  carrier 
to  Ronald  T.  LeMay,  44,  formerly 
United  Telecom's  executive  vice 
president  of  corporate  affairs. 

Then,  earlier  this  year.  United  Tele- 
com agreed  to  buy  out  gte's  20% 
stake  in  US  Sprint  for  some  $500  mil- 
lion. Reflecting  the  depth  of  its  com- 
mitment to  the  long-distance  busi- 
ness. United  Telecom  will  change  its 
own  name  to  Sprint  Corp.,  dropping 
the  parochial  prefix  "US." 

Luckily  for  Esrey,  United  Tele- 
com's basic  business  of  providing  lo- 
cal phone  service  to  customers  in  17 
states  is  about  as  steady  as  any  busi- 
ness can  be.  That  allowed  this  corpo- 
rate captain  to  leave  the  wheel  for  a 
while  to  take  on  the  messy  job  of 
fixing  the  engine  room.  And  now  the 
ship  is  on  a  steady  course  at  a  good 
speed.  United  Telecom's  shares  re- 
cently traded  at  39,  up  from  a  low  of 
12  in  1988. 


William  T.  Esrey 


United  Telecommunications 


$1,706,000 
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Target  the  Pacific  Rim 
with  a  Facility  of  Tomorrow 

Bubbling  with  opportunity,  the  dozen  countries  of  the 
Pacific  Rim  that  stretch  from  Australia  to  Japan  are  the 
world's  fastest-growing  market. 

Your  partFcipation  in  this  dynamic,  formidable  region 
will  call  for  advanced  facilities,  designed  with  leading-edge 
technologies  and  moved  onstream  quickly. 

To  some  the  Pacific  Rim  is  new,  but  The  Austin 
Company  has  been  there  since  1960.  That  is  only  one  reason 
Austin  is  singularly  endowed  to  plan,  design,  engineer  and 
construct  your  state-of-the-technology  facility. 

Strategic  alliances,  offices,  business  relationships  and 
licenses  undergird  Austin's  Asian  presence.  Austin's 
worldwide  expertise  and  specialized  capabilities  can  be 
focused  on  your  project.  Austin's  international  track  record 
will  earn  your  confidence. 

To  assure  competitive  success,  talk  to  Austin  first. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone:  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 
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Vision  is  the  art 
of  seeing  things  invisible!' 

Jonathan  Swift 


The  future  is  composed  of 
insights  reflected  by  what  we  learn  today. 

At  Toshiba,  we've  been  turning 
those  insights  into  a  tangible  future  for 
over  one  hundred  years. 

Sustaining  it  now  with  our 
commitment  to  manufacturing  in  the  U.S. 
And  with  a  wide  diversity  of  products 
of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

With  a  unique  perspective  that 
helps  us  imagine  a  better  tomorrow. 

In  Touch  with  Tomorrow 

TOSHIBA 


Color  TVs 
&  VCRs 

Compuicrs 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Home  Appliances 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Portable  Audio 

Professional 
Video  Systems 

Room 

Air  Conditioners 

Semiconductors 

Tele  CO  mmun  ication 

Systems 

Turbines 
&  Generators 

Ultrasound 

Uninterruptible 
Poiver  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 
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Rocky  start, 
smooth  finish 

How's  this  for  a  way  to  begin  your 
tenure  as  chief  executive?  "Some 
companies  in  our  condition  would 
have  declared  Chapter  11.  I  resolved 
that  we  would  not." 

That's  Robert  Boni,  remembering 
his  first  days  at  the  helm  of  Armco, 
the  nation's  fifth-largest  steelmaker. 
Since  Boni  took  over  five  years  ago, 
Armco  has  not  only  avoided  a  bank- 
ruptcy filing  but  has  returned  smartly 
to  profitability — quite  a  feat  consider- 
ing the  company  had  losses  totaling 
$1.7  billion  between  1982  and  1986. 

Much  of  Armco's  trouble  can  be 
blamed  on  ill-fated  diversification  ef- 
forts by  Boni's  predecessors.  Getting 
into  oil  drilling  and  insurance,  it 
turned  out,  proved  to  be  frying-pan- 
to-fire  moves.  As  demand  for  steel 
was  slumping  in  the  early  1980s,  both 
the  oil  and  insurance  businesses  ran 
into  serious  troubles  of  their  own. 

Boni  is  an  engineer  by  training  who 
joined  Armco  in  1956  and  rose 
through  its  research  ranks.  But  slash- 
ing, not  engineering,  was  what  his 
new  job  called  for.  Boni  had  to  cut  the 
work  force  in  half,  to  19,000,  and  sell 
almost  all  Armco's  operations  outside 
the  steel  business. 

Getting  out  of  insurance  hasn't 
been  as  easy  as  getting  in.  First  he 
curtailed  Armco's  reinsurance  busi- 
ness. As  for  its  property  and  casualty 


jodi  Buren 


Robert  Boni 


lines,  Boni  hopes  eventually  to  sell 
them,  but  first  wants  to  spruce  up  the 
business  so  he  can  get  a  good  price. 
Through  hard  negotiations  with  state 
insurance  regulators  and  claimants — 
and  the  sale  of  some  insurance  opera- 
tions— Boni  has  so  far  cut  reinsurance 
claims  against  Armco  to  $900  mil- 
lion, half  1985's  figure.  In  this,  he 
undoubtedly  drew  upon  his  experi- 
ence in  the  1970s  negotiating  Armco 
out  of  some  costly  iron  ore  contracts. 

Steel?  Last  year  Armco  sold  40%  of 
its  carbon  steel  business  to  Japan's 
Kawasaki  Steel  for  $350  million.  The 
deal  raised  cash  and  gave  Armco  ac- 
cess to  Kawasaki's  advanced  technol- 
ogy. Using  this  new  technology,  Boni 
hopes  to  push  the  company  further 
toward  specialty  steel — things  like 
stainless  steel  for  automobile  exhaust 
systems  and  electrical  steels  for  pow- 
er transformers.  Equally  important, 
the  Kawasaki  tie  could  get  Armco's 
foot  in  the  door  at  the  Japanese  auto 
plants  now  sprouting  up  in  the  U.S. 

Boni  has  also  invested  in  capital 
improvements,  including  a  highly  ef- 


ficient continuous  casting  operation. 
Earlier  this  year  only  55%  of  Armco's 
output  was  produced  by  modem  con- 
tinuous casting.  Today,  with  the  new 
plant  up  and  running,  that  is  up  to 
77%.  Future  collaborations?  Armco 
just  signed  two  joint  venture  agree- 
ments with  Acerinox  of  Spain  to  pro- 
duce stainless  steel  in  the  U.S.  and 
market  it  in  Europe. 

So  Armco  is  on  the  rebound,  earn- 
ing $165  million  last  year  on  revenues 
of  $2.4  billion.  The  stock  recently 
traded  around  9%,  compared  with  a 
low  of  4  in  1986. 

Boni,  an  Ohio  native,  credits  his 
research  training  for  his  success  at 
Armco's  top  job:  "You  have  to  tie 
together  research  and  strategy.  Then 
you  have  to  establish  an  environment 
in  which  people  are  willing  to  put 
their  ideas  on  the  line."  His  job  al- 
most complete,  the  62-year-old  chair- 
man will  retire  in  a  few  years,  handing 
the  reins  to  Robert  Purdum,  54,  re- 
cently named  chief  executive.  Thanks 
to  Boni,  Purdum's  ride  in  the  chief 
executive's  chair  should  be  smoother. 


Armco 


$1,165,000 


Great-grandpa  can 
smile  again 

If  your  back  is  up  against  the  wall,  it 
is  not  quite  as  difficult  to  come  up 
with  the  right  answers.  You  do  the  job 
or  you're  dead."  That's  what  W.R 
(Tim)  Timken  Jr.  told  Forbes  two 
years  ago  when  his  company  was  in 
the  midst  of  its  turnaround  effort. 

As  chairman  of  Canton,  Ohio-based 
Timken  Co.,  the  ball  bearing  outfit 
his  great-grandfather  founded  in  1899, 
Tim  Timken  knew  what  he  was  talk- 
ing about.  His  back  was  very  much 
against  the  wall  in  1982,  when  his 
company  had  a  loss  of  $3  million,  its 
first  since  the  Depression. 

What  was  the  problem?  Timken's 
customers,  making  everything  from 
automobiles  to  space  shuttle  landing 
gear,  were  feeling  the  effects  of  the 
1981-82  recession.  Worse,  Japanese 
and  European  competitors  were  prof- 
iting from  the  strong  dollar,  flooding 
the  U.S.  with  cheap  ball  bearings. 

Many  of  the  turnaround  artists  cel- 
ebrated in  these  pages  dealt  with  simi- 
lar situations  by  eithei  diversifying  or 
getting  out  of  their  original  business- 
es entirely.  Timken  chose  a  tougher 
path.  He  persuaded  the  board  that  the 
company's  salvation  lay  in  counter- 
attacking in  its  traditional  markets — 
bearings  and  specialty  steel.  The  com- 


pany invested  in  a  new  $450  million 
steel  plant,  one  of  the  most  techno- 
logically advanced  in  the  world.  This 
helped  enhance  the  quality  of  Tim- 
ken's  bearings:  Now  the  company  is 
assured  of  purer  steel.  A  Timken  bear- 
ing today  lasts  four  times  longer  than 
one  made  five  years  ago. 

As  crucial  as  Timken's  strategy  on 
the  factory  floor,  though,  has  been  its 
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W.R.  (Tim)  Timken 


Timken  Co. 


$520,000 
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DEDICATION 


Your  drive  to  do 
good  work  is  sometimes 
seen  as  single-minded. 
Standards  you'd  think 
anyone  would  hold 
themselves  to  are 
viewed  as  too  exacting. 

Yet  how  can  you 
do  otherwise,  when  you 
have  the  responsibility 
of  affecting  lives  with 
your  work?  You  must 
unite  elements  in  a  cus- 
tom package  of  corpo- 
rate retirement  services, 
much  the  same  as  a 
conductor  must  arrange 
a  symphony. 

At  your  disposal 
are  the  finest  resources. 
But  what  really  must  be 
singular  is  the  finesse 
with  which  you  apply 
them.  You  make  some 
decisions,  the  easy  ones. 
Then  you  strengthen 


with  the  less  apparent. 
Increasingly,  experience 
comes  into  play.  You 
use  it  to  achieve 
nuances,  fine  degrees 
of  effectiveness.  Your 
work  becomes  gradu- 
ally, uniquely  your  own. 
Uniquely  your  client's. 

And  throughout, 
excellence  is  never 
presumed.  By  nature, 
you  want  to  refine  the 
retirement  package, 
even  when  you  believe 
it  is  indeed  optimal. 
It  gives  your  quality 
its  edge.  The  edge 
demanded  of  the 
market  leader 

As  for  satisfac- 
tion, it's  inherent  in 
the  process.  When  it 
arrives,  it  does  so 
quietly,  imperceptibly, 
evolving  over  time. 
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A  Fidelity  Investments  Company 

82  Devonshire  Street.  L9C.  Boston,  MA  02109    1-800-345-5033,  Ext.  5602.  (In  Massachusetts,  call  collect.  617-570-5602.) 
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lobbying  in  the  halls  of  Congress.  Af- 
ter much  urging  by  Timken,  the  U.S. 
in  the  fall  of  1987  imposed  hefty  du- 
ties on  tapered  roller  bearings  import- 
ed from  six  nations,  including  Italy 
and  Japan,  the  worst  price  slashers. 
That  was  especially  important  to 
Timken,  which  holds  70%  of  the  U.S. 
market  for  tapered  bearings  (which 
consist  of  two  concentric  steel  rings 
that  spin  smoothly  on  a  row  of  cylin- 
drical rollers  between  them). 

Last  year  profits  were  $55  million 
on  revenues  of  $1.5  billion. 

With  the  Timken  family  still  hold- 
ing a  19%  stake,  the  company  is  nm 
hke  a  private  concern,  and  manage- 
ment prides  itself  on  taking  the  long- 
term  view.  For  instance,  Timken 
vows  never  to  let  up  on  research  and 
development  spending,  which 
amoimts  to  2.4%  of  sales,  as  against 
1.5%  for  the  average  American  manu- 
facturing firm.  Tim  Timken,  51,  puts 
it  this  way,  "It's  not  in  the  sharehold- 
ers' long-term  interest  to  maximize 
profits  in  the  short  term." 


Grazing  for  groceries 

James  Wood,  60,  epitomizes  the 
global  1980s.  Bom  in  Newcastle- 
upon-Tyne,  England,  he  apprenticed 
as  a  manager  under  takeover  baron 
Jimmy  Goldsmith  in  the  1970s.  Then 
he  struck  it  rich  by  breathing  life  into 
a  tired  American  company. 

The  company  is  a&p,  the  onetime 
grocery  giant,  now  52%  owned  by 
Germany's  Tengelmaim  Group.  Not 
long  after  buying  into  a&.p  in  1979, 
the  Germans  hired  Wood,  who  had 
previously  run  New  Jersey's  Grand 
Union  stores  for  Goldsmith.  For  every 
$1  increase  in  a&.p's  value  over  a  five- 
year  period,  Tengelmann  offered  to 
pay  Wood  5  cents.  It  was  a  rich  deal 
for  a  tough  job. 

Recalls  Wood,  "The  stores  were 
dowdy,  unattractive,  with  no  mer- 
chandising flair.  Everybody  had  given 
up  on  this  company." 

That  includes  investors.  a&.p  re- 
ported a  loss  of  $232  million  in  1981, 
its  deepest  ever;  A&.P  shares  slid  to  an 
alltime  low  of  3 'A  on  the  New  York 
Stock  Exchange. 

Slowly,  Wood  remade  the  company. 
Today  almost  all  of  aSip's  1,216  stores 
are  either  new,  recently  acquired,  en- 
larged or  remodeled.  Wood  funded  the 
renovations  with  cash  flow  raised 
mainly  by  closing  500  laggard  stores 
and  selling  off  valuable   long-term 


Jodi  Buren 


leases. 

Under  Wood,  a&p's  earnings  have 
been  increasing  at  a  rate  of  22.5%  a 
year  for  the  past  ten  years.  Its  sales 
have  nearly  doubled,  to  $1 1  billion  in 
fiscal  1989.  Since  the  early  1980s 
A&ip's  net  margins  have  nearly  tri- 
pled, to  1.30%,  well  above  the  indus- 
try average  of  1 .04% . 

"It's  the  acquisitions  that  made  us 
in  the  past  ten  years,"  says  Wood. 
Indeed,  Wood  spent  some  $500  mil- 
lion to  acquire  several  new  grocery 
store  chains,  including  Waldbaum's, 
Shopwell  and  Borman's.  In  fact,  only 
about  half  of  a&p's  stores  are  actually 
called  A&.PS  today.  Wood's  acquisi- 
tion strategy:  "I  buy  companies  that 
are  cheap,  but  that  have  a  lot  of  risk, 
and  are  a  lot  more  difficult  to  turn 


James  Wood 


Great  Atlantic  &  Pacific  Tea  Co. 


$11,117,000 


around." 

Example:  a&p  today  owns  Shop- 
well — a  54-store  grocery  chain  bought 
in  1986  for  $70  million — because  the 
company  was  put  up  for  sale  after  it 
floundered  badly  in  its  own  efforts  to 
move  upmarket  with  24  Food  Empori- 
um stores.  Under  Wood's  manage- 
ment. Food  Emporium's  sales  arc 
growing  at  nearly  16%  a  year. 

"It  has  become  one  of  our  blue 
chips,"  says  Wood,  adding  by  way  of 
explanation:  "We  format  less  for  the 
population  that  goes  for  cans  and 
packages."  Instead,  Wood  sells  more 
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There's  a  long  list  of  reasons 

to  think  of  us  first  for  flights  to  Europe. 
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People  expect  the  world  of  us. 


With  88  European  destinations,  Lufthansa  has 
Europe  covered  from  A  to  Z.  In  fact,  we  fly  to 
four  times  as  many  cities  in  Europe  as 
American,  Delta  and  United  combined. 
And  in  all  of  these  cities,  and  in  many  more  to 
which  we  don't  even  fly  you'll  find  a  Lufthansa 
office  whose  staff  has  the  experience  to  help 
with  travel  arrangements,  hotels,  rental  ^  -ars  and 
much  more.  So  next  time  you're  planning  a  trip  to 
Europe,  think  of  Lufthansa  first  and  you  won't 
have  a  reason  to  think  of  anyone  else. 


Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United,  Delta, 
USAir  and  Continental/Eastern.  See  your  Travel  Agent  for  details. 


Corporate  America's  Most  Powerful  People 


bakery  items  and  gourmet  brands — 
that's  where  the  profits  are.  Nowa- 
days almost  all  of  a&.p's  stores  offer 
seafood,  and  they  also  generally  have 
delicatessen  and  take-home  sections 
to  cater  to  America's  overworked 
couples. 

Lately  aSlp's  growth  has  slowed.  In 
the  fiscal  year  ended  February  1990, 
for  instance,  the  company  earned 
$147  million.  That  represents  a  15% 
year-over-year  earnings  rise,  as 
against  20% -plus  increases  in  previ- 
ous years.  The  way  to  boost  earnings 
quickly.  Wood  knows,  is  to  buy  more 
stores  and  upgrade  them.  So  don't  be 
surprised  if  he  moves  on  that  front 
soon.  Among  other  possibilities,  a&lp 


is  said  to  be  negotiating  to  buy  a  To- 
ronto-based grocery  chain,  Stein- 
berg's, with  estimated  revenues  of 
$1.2  billion. 

Wood,  who  last  year  signed  a  con- 
tract to  stay  with  a&p  for  an  addition- 
al five  years,  says  he  hasn't  tired  of  the 
chase.  His  ultimate  goal:  to  boost 
A&p's  profit  margins  to  well  over  2%, 
surpassing  Albertson's  as  the  nation's 
most  profitable  grocery  chain.  That 
sounds  like  an  echo  from  the  dear 
dead  past,  when  a&p  was  so  powerful 
that  the  federal  government  tried  to 
break  it  up  as  a  monopoly.  Before  the 
case  lumbered  to  trial,  a&p  had  all  but 
collapsed.  Wood  is  determined  to 
make  the  company  formidable  again. 


PuU  the  trigger.  Skip 

Even  a  few  years  ago,  M.A.  Haima 
Co.  looked  pretty  much  the  same 
as  when  it  was  founded  over  100  years 
ago  by  "Dollar  Mark"  Haima,  the 
Ohio  industrialist  who  just  about  in- 
vented modem  political  fimdraising 


while  financing  William  McKinley's 
presidential  victory.  Very  quaint.  But 
for  a  company  like  M.A.  Hanna,  being 
stuck  in  the  past  meant  it  was  headed 
for  oblivion. 
Then,  in  1986,  Martin  (Skip)  Walk- 


er was  named  Hanna's  chief  execu- 
tive. At  the  time  Harma  was  getting 
virtually  all  of  its  sales  from  sluggish 
industries  like  mining  and  oil  drilling; 
it  posted  total  losses  of  more  than 
$300  million  between  1982  and  1986. 
Walker,  now  57,  a  stocky,  no-non- 
sense native  of  Indianapolis,  had  earli- 
er realigned  Rockwell  International's 
nondefense  operations,  buying  and 
selling  industrial  electronics  opera- 
tions and  auto  parts  companies.  Now 
he  had  a  whole  company  to  turn 
arovmd. 

And  that's  exactly  what  he  did.  To- 
day Haima  gets  95%  of  its  revenues 
and  65%  of  operating  profits  formu- 
lating specialized  plastics  for  every- 
thing from  wastebaskets  to  fountain 
pens  to  car  dashboards.  Unlike  min- 
ing and  oil  drilling,  these  businesses 
are  growing  at  more  than  two  times 
the  rate  of  the  gross  national  product. 

Martin  Walker 

M.A.  Hanna  Co. 
$1,013,000 
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If 


local  afeiis 


Ji  managmg  iocai  anaiis 

firom  a&rwor^d,  there  mght 

still  be  a  British  Empire. 


King  George  III  and  a 
few  of  his  royal  descendants 
would  probably  agree,  some 
things  just  can't  be  run  from 
a  distance.  A  lesson  from  the 
history  books  that  applies  to 
working  with  provider  net- 
works in  any  multistate 
managed  care  program. 


The  last  thing  you  need  is  to  put  down  an 

employee  revolt  over  a  provida-  network  that's 

here  today  but  gone  tomorrow. 

Because  once  there  are 
contracts  with  local  doctors 
and  hospitals,  someone 
needs  to  be  there  to  manage 
the  networks  expertly  To 


understand  what  access 
means  to  people  locally.  To 
work  face  to  face  with  doc- 
tors on  the  quality  of  care. 

We  know,  because 
for  the  past  60  years 
we've  had  more  experi- 
ence managing  provider  \ 
networks  than  anyone 
else.  Blue  Cross  and  Blue 
Shield  Plans  are  located  in 
communities  throughout 
the  country,  with  experts 
who  manage  the  local  health 
care  delivery  system  firsthand 

Experience  has  taught 
us  that  you  can't  build  a  cost 
effective  provider  network 
without  being  selective 
with  doctors  and  hospitals. 
So  we  have  contracting  guide- 
lines that  consider  their 


credentials,  performance, 
and  patient  access. 

And  because  we  have 
over  15  million  people  who 
currendy 
receive  care 
under  our 

national  Whats  customary  m  New  York 
rrtartctcfor]  ^"'^  necessarily  (heir  cup  of  tea 
Illdl IdgeU  j„  Kansas  City 

care  programs,  we  have  the 
leverage  to  maintain  effective 
provider  relationships.  That 
gets  us  better  cooperation  in 
utilization  management  and 
quality  assurance  programs. 
AU  of  which  adds  up  to 
a  program  that  delivers  more 
cost  effective  health  care 
through  a  provider  network 
your  employees  can  feel 
comfortable  using.  And  our 
most  recent  managed  care 
survey  showed  a  member 
satisfaction  rate  of  95%. 

But  while  managing 
local  provider  networks  is 
our  forte,  our  experience  in 
organizing  these  net- 
works into  programs 
for  over  100  major 
national  employers 
is  unparalleled. 

With  our  managed  care  programs,  your 
employees  get  efficient  delivery  of  health 
care  coverage,  no  matter  where  they  live. 

So  ff  your  company  has 
employees  in  more  than  one 
state,  and  you're  looking  for 
a  specialist  who  can  experdy 
manage  your  program  across 
the  country,  just  call  1-800- 
426-2583.  After  aU,  ff  man- 
agement from  a  distance 
was  such  a  good  idea,  we 
might  aU  be  taking  tea  in  the 
after- 


noon. 


m"' 


Blue  Cross  ,. 
Blue  Shield. 


RrgiMttcdmarkiBluf  Croii^  Blue  Shield  Aisocu 
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At  first  Hanna's  senior  managers 
resisted  change.  Recalls  Walker:  "I 
told  the  old-timers  that,  under  those 
conditions,  Mark  Hanna  would  have 
done  the  same  thing  I  was  doing." 

Like  many  an  executive  who  has 
engineered  a  corporate  transforma- 
tion. Walker  knew  he  had  to  move 
fast.  Says  he,  "Hanna  needed  some- 
one to  pull  the  trigger,  and  I  like  ac- 
tion, not  sitting  around  talking." 

In  December  1986,  four  months  af- 
ter taking  over.  Walker  bought  Burton 
Rubber  Processing,  a  polymer  com- 
pounder, for  about  $70  million.  That 
summer  came  Allied  Color  Industries 
and  Avecor,  two  small  processors  of 
plastics  colorants.  Then  Walker  made 
his  biggest  acquisition,  spending  $375 
million  for  Day  International,  a  lead- 
ing processor  and  distributor  of  poly- 
mers. Before  the  year  was  out  he 
bought  PMS  Consolidated,  the  world's 
largest  processor  of  plastics  colorants. 
Thus,  in  only  four  years,  Hanna  had 
become  one  of  the  nation's  leading 
polymer  companies  and  had  $1  billion 
in  sales. 

To  pay  for  the  acquisitions.  Walker 
borrowed  heavily.  This  was  relatively 
easy  because  the  conservative  old 
company  had  been,  if  anything,  un- 
derleveraged.  Long-term  debt  jumped 
from  16%  of  capitalization  in  1985  to 
50%  in  1987.  It  has  since  been  whit- 
tled down  to  20%,  as  Walker  floated 
more  stock  and  channeled  a  growing 
cash  flow  into  debt  repayment. 

Since  1987  Hanna's  financial  re- 
sults have  been  consistently  in  the 
black.  Last  year  the  company  earned 
$87  million  on  sales  of  $1.1  billion. 

Today  Haima  is  almost  completely 
out  of  natural  resources.  And  the  old 
mining  hands  who  remain  at  the  com- 
pany? Beams  Walker,  "They're  proud 
of  being  part  of  the  new  Hanna." 


Phew! 

W'  ho  can  blame  Clark  Johnson  for 
being  relieved  the  1980s  are  over? 
The  59-year-old  chief  executive  man- 
aged Union  Texas  Petroleum  Hold- 
ings through  tough  times — for  both 
his  industry  and  his  company.  But 
Union  Texas  not  only  survived,  it 
prospered. 

Last  month  Union  Texas  was  put 
up  for  sale  by  Kohlberg  Kravis  Roberts 
and  Allied- Signal,  each  of  which  owns 
a  40%  stake.  Likely  selling  price:  over 
$2  billion. 

Johnson's  tough  times  began  back 


Janice  Rubin 


in  1985,  when  he  teamed  up  with  kkr 
and  Allied  to  take  Union  Texas  pri- 
vate in  a  $1.7  billion  leveraged 
buyout.  Running  the  second-largest 
independent  oil  and  gas  producer  in 
the  U.S.  is  no  easy  task  under  any 
circumstances,  and  having  interest 
payments  of  up  to  $90  million  to  meet 
each  year  made  it  even  tougher. 

How  tough?  Picture  Johnson  on  a 
tightrope,  and  then  picture  on  the  oth- 
er end  a  500-pound  gorilla  bouncing 
up  and  down.  That  gorilla  was  the  oil 
and  gas  market,  which  started  giving 
Johnson  hassles  shortly  after  the 
Union  Texas  buyout. 

With  oil  and  gas  prices  dropping 
sharply  in  early  1986,  Union  Texas 
revenues  fell  by  over  a  third.  Then, 
because  of  softening  gas  prices.  Union 
Texas  had  to  take  a  $105  million 
writeoff  for  gas  reserves  in  one  of  its 
partnerships.  Add  that  to  more  than 
$230  million  in  depreciation,  deple- 
tion and  amortization  costs,  and  the 
result  should  be  no  surprise:  a  $57 
million  net  loss  for  1986,  the  compa- 
ny's worst  year  ever. 

Johnson  did  the  dirty  work,  cutting 
the  payroll  by  a  third,  cutting  explora- 
tion and  development  spending  by 
40%,  selling  marginal  properties. 

He  also  raised  money  by  selling 


A.  Clark  Tohnson 


Union  Texas  Petroleum  Holdings 


$1,497,000 


stock.  In  a  market  skittish  about  oil 
shares,  Union  Texas  managed  to  raise 
$252  million  in  1987,  but  at  the  cost 
of  giving  up  20%  of  its  equity  to  the 
public.  Shareholders  had  a  close  call: 
Union  Texas  lost  more  than  50%  of 
its  North  Sea  production  after  a  1988 
explosion;  but  it  turned  out  that  John- 
son had  shielded  earnings  by  taking 
out  business  interruption  insurance. 
Thank  you,  Clark. 

When  the  oil  market  finally  recov- 
ered. Union  Texas  was  ready.  Last 
year  it  enjoyed  a  record  $170  million 
in  earnings  on  revenues  of  $1.2  bil- 
lion. Analysts  predict  the  company's 
profits  will  grow  at  a  15%  annual  rate 
over  the  next  five  years.  Union  Texas 
stock  recently  surged  to  20,  near  its 
alltime  high. 

After  a  sweaty  five  years,  you  might 
think  Clark  Johnson  is  due  for  a  rest. 
Not  so.  Right  now  he  is  flying  around 
the  world,  visiting  Union  Texas'  far- 
flung  plants,  assuring  his  employees 
that  even  after  the  buyout,  it  will  be 
business  as  usual. 
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Emery  Worldwide,  a  CF  Company 

-  Air  freight  service  has  now 

achieved  a  higjier  elevation. 


Now  there's  one  air  freight  company  that 
not  only  has  a  higher  commitment  to  customer  satisfaction, 

but  the  resources  to  achieve  it. 

Emery  Worldwide,  a  CF  Company  has  the  largest 
international  ground  and  air  fleet  in  the  world.  Our  Dayton 
Starbase  is  the  most  efficient  freight  sorting  facility  of  its 
kind,  capable  of  handling  more  than  5  million  pounds  each 
day  And  Emery  Worldwide  has  facilities  at  over  450  loca- 
tions throughout  North  America  and  90  countries  worldwide. 

We  offer  global  service,  with  a  wide  choice  of  pickup 

and  delivery  times  for  any  size  or  weight,  either  door-to-door 

or  airport-to-airport.  And  because  Emery  Worldwide  is  a  CF 

Company,  you  can  count  on  the  quality  service  you  expect 

from  the  service  leader— consistent  and  on  time. 

So,  if  you're  looking  for  one  company  to  meet  all  your 

air  freight  needs— around-the-world,  around-the-clock 

—choose  the  company  that  has  raised  air  freight  service 

to  a  higher  elevation:  Emery  Worldwide. 

COnSOLIDflTED 
FREIGHTlUnVS,  IRC. 


The 
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Jeffrey  Muir  Hamilton 


Flying  (coach) 
through  the  storm 

W'hen  Douglas  C.  Yearley  travels 
these  days,  he  flies  coach.  As 
chairman  of  Phelps  Dodge,  the  na- 
tion's largest  copper  producer,  Year- 
ley  can  easily  afford  first  class.  After 
all,  his  company  earned  hefty  profits 
last  year  on  revenues  of  $2.7  billion. 
But  Yearley,  54,  has  learned  some 
tough  lessons  about  cost-cutting  the 
past  fev/  years,  so  he  flies  three- 
abreast  to  drive  the  lessons  home  to 
his  employees. 

Phelps  Dodge  was  in  deep  trouble 
about  five  years  ago.  The  v^^orld  price 
of  copper  had  dropped  to  65  cents  a 
pound — 15  cents  less  than  it  cost 
Phelps  Dodge  to  produce  the  stuff. 
Yearley,  w^ho  v^as  a  senior  vice  presi- 
dent at  the  time,  conducted  a  study  of 
the  copper  market.  His  conclusion: 
Copper  prices  would  remain  de- 
pressed for  some  years  to  come.  But 
with  Phelps  Dodge  posting  losses  of 
about  $25  million  a  quarter,  the  com- 
pany couldn't  afford  to  wait  out  the 
downcycle. 

Under  the  leadership  of  Yearley's 
predecessor,  G.  Robert  (Bull)  Durham, 
Phelps  Dodge  in  1985  began  selling 
assets,  shutting  down  operations  and 
laying  off  employees.  The  company 
withstood  a  bitter  yearlong  strike, 
managing  in  the  end  to  break  a  violent 
union  that  had  forced  an  unrealisti- 
cally  high  cost  structure  on  the  com- 
pany. Headquarters  were  relocated 
from  plush  Park  Avenue  offices  in 
Manhattan  to  cheaper  digs  in  down- 
town Phoenix.  Even  the  chairman  be- 
gan sharing  a  secretary  and,  to  save 
additional  money,  all  executives  were 
asked  to  fly  on  the  cheap. 

As  overhead  costs  dropped,  the 
company  expanded  its  use  of  a  more 
efficient  copper  refining  technology, 
called  solvent  extraction/electrowin- 
ning.  This  process  helped  Phelps 
Dodge  cut  its  copper  production  costs 
to  about  60  cents  a  pound,  making  the 
company  competitive  with  any  pro- 
ducer in  the  world. 

But  in  a  cyclical  business  like  cop- 
per, there  is  always  the  next  down- 
turn to  worry  about.  So  management 
bought  a  gaggle  of  heavy  manufactur- 
ing businesses,  all  with  healthy  mar- 
ket share.  The  idea  was  to  provide 
Phelps  Dodge's  mining  operations 
with  a  steady  flow  of  earnings  that 
could  act  as  a  buffer  against  the  cycli- 
cal slumps  in  the  copper  business. 


The  new  manufacturing  operations, 
including  makers  of  carbon  black  and 
steel  truck  wheels,  are  expected  this 
year  to  account  for  just  under  half  of 
Phelps  Dodge's  $300  million  or  so  in 
profits. 

Shareholders  have  been  amply  re- 
warded not  only  by  Phelps  Dodge's 
turnaround  but  by  a  rebound  in  cop- 
per prices,  to  about  $1.25  a  pound. 
The  company's  stock,  recently  trad- 
ing at  about  58  on  the  New  York 
Stock  Exchange,  has  more  than  qua- 
drupled from  its  1984  low.  Flush  with 
cash,  the  company  last  October  paid  a 
special  $10-per-share  dividend  to 
shareholders. 

But  don't  expect  Yearley  to  stop 
flying  coach  or  sharmg  a  secretary. 
Says  he,  "When  you're  in  a  cyclical 
business  and  you've  been  through  the 
storm  we  came  through,  I  think  you 
tend  to  be  conservative." 


Douglas  C.  Yearley 


Phelps  Dodge 


$1,822,000 


Trial  by  fire 

It  felt  like  I  was  looking  down  the 
barrel  of  a  gun."  So  says  William 
Goessel,  62,  recalling  his  first  few 
weeks  at  Hamischfeger  Industries 
back  in  1982.  In  the  midst  of  a  nation- 
al recession,  few  people  wanted  to  buy 
the  Milwaukee  company's  industrial, 
mining  and  construction  equipment. 
Harnischfeger's  inventories  were 
bloated.  Some  plants  were  operating 
at  less  than  20%  of  capacity. 

"I  joined  in  August,  and  they  told 
me  the  first  week  that  we  would  be 
running  out  of  cash  on  the  23rd  of 
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Business  Gifts 

That  Are  Remembered, 

Forever* 


Tiffany's  Corporate  Division  offers  an  extraordinary 
selection  of  gifts  that  will  be  cherished  for  years  to  come.  Because 
nestled  inside  of  every  Tiffany  blue  box  is  a  gift  of  exclusive 
design  and  remarkable  craftsmanship,  reflecting  a  152-year  heri- 
tage. Whether  it's  jewelry,  sterling  silver,  crystal,  clocks,  watches 
or  fragrance,  there's  something  exquisite  to  accommodate  every 
budget  and  holiday  gift  need. 

The  highest  standards  of  customer  service  are 
upheld  by  your  personal  Account  Executive  who  takes  pride  in 
serving  your  special  business  needs.  Backed  by  a  support  system 
second  to  none,  your  Account  Executive  ensures  no  detail  is 
overlooked,  including  prompt  fulfillment. 

You'll  receive  this  same  level  of  expertise  in  developing 
sales  incentive  programs,  recognition  award  programs  and  in 
dealing  with  our  Custom  Design  department.  So  whether  you're 
celebrating  a  sales  achievement,  applauding  a  lifetime  of  service, 
or  turning  your  special  ideas  into  reality,  you  can  expect  the 
Tiffany  standard  of  service. 

To  order  a  Corporate  catalogue,  open  an  account  or 
place  an  order,  call  The  Corporate  Division  at  1  800-423-2394. 


Tiffany  &  Co. 

NEW  YORK  BEVERLY  HILLS  CHICAGO  DALLAS  HOUSTON  PHILADELPHIA 
BOSTON  ATLANTA  SAN  FRANCISCO  WASHINGTON  DC  DETROIT  SOUTH  COAST  PLAZA 
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September,"  says  Goessel,  who  had 
been  executive  vice  president  of  Be- 
loit  Corp.'s  paper  group  before  joining 
Hamischfeger.  "And  then  in  August 
v/e  discovered  that  we  were  in  techni- 
cal default  on  $175  million  of  debt." 

Forget  reported  earnings:  This  was  a 
protecc-the-cash-flow  operation.  That 
first  month  Goessel  laid  off  about  800 
of  the  company's  5,100  workers.  He 
didn't  order  any  new  materials,  and  he 
aggressively  sold  off  inventory.  Later 
he  sold  Hamischfeger's  ailing  con- 
struction equipment  business,  which 
had  once  accounted  for  about  half  of 
the  company's  sales. 

In  1984  Hamischfeger  finally  re- 
ported a  profit.  By  1986  Goessel  was 
ready  to  start  reinvesting  in  the  busi- 
ness. He  spent  $175  million  to  buy  his 
previous  employer,  Wisconsin-based 
Beloit,  which  manufactures  paper- 
making  equipment  and  had  interests 

William  Goessel 

Hamischfeger  Industries 
$906,000 


in,  of  all  things,  peanut  farming. 

Goessel  knew  what  he  was  doing: 
He  had  started  his  career  at  Beloit  as  a 
foundry  technician  and  stayed  32 
years.  "Beloit  was  a  wonderful  com- 
pany that  made  some  poor  choices  in 
diversification,"  he  says,  "but  the  pa- 
per segment  was  always  very  strong." 

Seven  months  after  the  acquisition, 
Goessel  sold  a  20%  Beloit  stake  to 
Mitsubishi  for  $60  million.  Why  the 
rich  price?  The  Beloit  takeover,  as  it 
happened,  coincided  with  the  begin- 
ning of  the  worldwide  boom  in  the 
paper  industry. 

Time  for  more  acquisitions.  Goes- 
sel bought  Syscon  Corp.,  a  maker  of 
defense-related  computer  systems,  for 
$92  million.  He  also  got  more  aggres- 
sive about  selling  spare  parts  for  all 
the  equipment  Hamischfeger  makes; 
this  replacement  business  now  ac- 
counts for  some  25%  of  Hamischfe- 
ger's $1.5  billion  in  total  sales. 

For  fiscal  year  ended  Oct.  31,  debt 
was  reduced  to  a  mere  18%  of  total 
capitalization,  the  company  had  an 
abundance  of  cash,  and  profits  came 


in  at  $71  million — more  than  13%  on 
equity,  the  best  return  in  six  years. 
Based  on  strong  demand  for  its  paper 
machinery,  a  20%  earnings  rise  is  ex- 
pected for  the  current  fiscal  year.  The 
company's  stock  recently  traded  at 
about  20  a  share,  about  three  times  its 
'  level  when  Goessel  came  aboard. 

"We  feel  much  more  protected 
against  downturns  that  hit  the  com- 
pany so  hard  in  1981  and  1982,"  says 
Goessel.  "That  will  not  happen  to  us 
again." 


Going  local,  staying  global 

David  Tappan  was  thrust  into  the 
chief  executive's  chair  at  Fluor 
Corp.  by  tragedy:  Chairman  J.  Robert 
Fluor,  grandson  of  the  company's 
founder,  died  of  lung  cancer  in  Sep- 
tember of  1984.  On  top  of  that,  the 
company  was  in  serious  trouble. 

Based  in  Irvine,  Calif.,  Fluor  had 
prospered  with  the  oil  boom,  building 
huge  oil  refineries  and  petrochemical 
plants  around  the  world.  But  as  Tap- 


James  SchrKrpf 


pan  ascended  to  the  top 
job,  oil  prices  collapsed. 
Adding  to  Tappan 's  prob- 
lems. Bob  Fluor  a  few 
years  earlier  had  paid  a 
rich  $2.2  billion  for  gold 
and  metals  producer  St. 
Joe  Minerals,  just  before 
metals  prices  slumped. 

All  this  hit  Fluor's  re- 
sults like  a  wrecker's  ball. 
Between  1985  and  1987 
Fluor  reported  losses  of 
$675  million.  Sales 
slipped  to  $3.9  billion. 

But  Tappan  managed  to 
keep  his  wits  about  him. 
He  sold  off  a  number  of 
Fluor's  prize  assets,  in- 
cluding its  162-acre  head- 
quarters campus.  Also 
dumped  were  pieces  of  St. 
Joe  Minerals. 

But  Tappan's  most  im- 
portant act  was  merging 
Fluor's  operations  with 
those  of  Daniel  Interna- 
tional, a  contractor  Fluor 
acquired  in  1977.  Daniel 
had  always  concentrated 
on  smaller  U.S.  projects, 
including  various  types  of 
factories.  So  while  the  old 
Fluor  was  limited  to  big 
international  oil  projects, 
the  new  Fluor-Danicl  of- 
fered its  services  to  30  in- 
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BRIGHTENING 
ENERGY 
BUDGETS 
WITH  UGHTING 
SYSTEM 
RETROFITS. 


Johnson  Controls  retrofitted 
over  20,000  fluorescent  fix- 
tures atPenzoil  Place  twin 
tower  complex  in  Houston, 
TX  without  Inconveniencing 
tenants.  Estimated  annual 
savings:  $385,736. 


If  yours  is  a  typical  building,  you're 
paying  30%  to  50%  of  your  elec- 
tric bill  for  lighting.  And  you  may 
be  inhibiting  productivity  with  too 
much  lighting,  especially  in  areas 
where  it  causes  glare  on  computer 
screens. 

Consider  a  Johnson  Controls  Alli- 
ance Lighting  Services  retrofit. 
Our  ne^,  scientifically  designed 
reflectors  can  reduce  by  half  the 
number  of  lamps  you  use  as  they 
improve  the  quality  and  maintain 
the  proper  level  of  lighting.  This 
work  can  be  done  at  night  or  on 
weekends  so  it  doesn't  disturb 
building  occupants. 

Most  of  our  customers  save 
enough  on  their  electric  bills  to 
pay  for  the  project  in  two  years 
or  less,  whatever  the  size  of  their 
building. 

You  can  save  even  more  by  add- 
ing controls  to  your  system  which 


automatically  turn  lights  on  and 
off  according  to  time  or  occupancy. 

We'll  be  glad  to  analyze  your 
present  lighting  system  with  an 
eye  toward  saving  you  energy 
dollars  and  improving  quality. 

Just  give  us  a  call  at  1-800-972- 
8040.  In  Wisconsin,  call  1-800- 
472-6533.  Or  write,  Johnson 
Controls,  Systems  and  Services 
Division,  C19,  Milwaukee,  Wl 
53201-0423. 
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Every  year,  pests  like  this  sawtoothed 

grain  beetle  destroy  30  percent  of 

U.S.  food  crops— a  loss  of  $20  billion. 

Worldwide,  the  devastation  is  worse. 

It  is  estimated  that  crop-destroying 

pests  devour  enough  grain  every  year 

to  feed  half  the  population  of  Africa. 

And  that's  the  good  news.  Because 
as  extensive  as  the  damage  is,  the 

toll  would  be  far  higher  if  it  were  not 
for  the  judicious  use  of  pesticides. 

In  fact,  although  certain  agricultural 

products  have  been  criticized  lately 

without  them  world  food  output  would 

drop  50  percent— enough  to  feed 

Keeping  him  fed  and  lieaithy  costs  $20  biiiion  a  year.  °'^'  ^ " "'°''  >^°p'^ 

ICI  is  fighting  world  hunger  two  ways. 

We've  developed  synthetic  pyrethroid 
insecticides,  which  mimic  the  chemistry 

and  environmental  qualities  of  natural 
insecticides  found  in  chrysanthemums. 

Pyrethroids  tend  to  be  more  effective 
and  to  work  at  lower  concentrations 

than  other  crop  protection  chemicals. 

We've  also  been  combating  hunger 

through  biotechnology  by  means 

of  which  we've  developed  high-yield, 

disease-  and  drought-tolerant  crops. 

Agriculture  is  only  one  of  the  areas  in 
which  ICI  is  helping  make  a  difference. 

We  make  pharmaceutical  products 

that  help  in  treating  breast  cancer  and 

other  serious  diseases.  Our  advanced 

plastics  have  been  utilized  in  artificial 

tendons  and  arteries.  And  the  potential 

applications  for  our  superconductive 

materials  are  just  now  being  explored. 

At  ICI,  we  believe  any  problem  can  be 
solved  by  innovation  and  dedication. 

A  philosophy  we  hope  will  give  people 
everywhere  food  for  thought— and  more. 
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Sawtoothed  Grain  Beetle  Magnified  330x 
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Frednch  Canior 


David  Tappan  Jr. 


Fluor  Corp. 


$1,304,000 


dustries,  including  food  processing, 
paper  and  automotive  manufacturing. 

Today  Fluor  is  just  as  likely  to  build 
an  art  museum  as  it  is  a  petrochemi- 
cal plant.  This  switch  required  re- 
markable flexibility  for  Tappan, 
whose  32-year  career  with  Fluor  was 
based  largely  on  selling  and  oversee- 
ing huge  international  projects.  Says 
he,  "We  are  operating  globally,  but 
we're  also  trying  to  be  the  kid  across 
the  street." 

And  it's  working.  Fluor 's  contracts 
are  growing  at  more  than  two  times 
the  construction  industry  average. 
The  backlog  of  building  jobs,  which 
dipped  to  $4  billion  in  1984,  is  up  to 
almost  $9  billion.  Fluor 's  shares  are 
trading  at  about  M^h,  up  from  a  low  of 
1 1  three  years  ago. 

Conscious  of  the  power  of  symbols, 
Tappan  cut  his  own  salary  and  bonus 
from  $773,000  to  $450,000  during  the 


lean  years.  Because  the  company  has 
rebounded — it  earned  $108  million 
last  year  on  sales  of  $6.3  billion — no 
one  can  begrudge  his  healthy  $1.3 
million  compensation  last  year. 

Tappan,  68,  plans  to  retire  by  year's 
end,  but  he  is  taking  his  last  official 
task — grooming  a  successor — very  se- 
riously. This  year  he  named  Fluor  vet- 
eran Leslie  McCraw,  55,  as  chief  exec- 
utive; before  long  McCraw  is  expect- 
ed to  get  the  chairman's  title  as  well. 

Bob  Fluor  was  a  tough  act  to  follow. 
Dave  Tappan  is  about  to  be. 


Whatever  stops 
the  bleeding 

Tlo  an  outsider,  Texas  Instruments' 
strategy  might  seem  haphazard. 
Founded  in  1930  as  an  oil  service  firm, 
Texas  Instruments  invented  the  mi- 
crochip in  1958,  got  into  the  missile- 
making  business  in  the  1970s,  strayed 
into  hand-held  calculators  and  later 
launched  a  disastrous  foray  into  home 
computers.  All  this  left  Jerry  Junkins 


with  a  terrible  headache. 

When  Jvmkins  was 
named  chief  executive 
five  years  ago,  Texas  In- 
struments was  reeling 
from  a  slump  in  the  semi- 
conductor business  and 
about  to  post  a  $141  mil- 
lion loss  for  1985.  Recalls 
Junkins,  now  52,  "We  had 
to  stop  the  bleeding." 

Junkins  is  an  electrical 
engineer  who  worked  his 
way  to  the  top  through 
the  defense  side  of  the 
business.  He  saw  right 
away  that  the  company 
was  spread  too  thin.  He 
dropped  oilfield  services, 
as  well  as  production  of 
home  computers.  Junkins 
put  the  company's  energy 
fully  into  defense  elec- 
tronics and  semiconduc- 
tors. There  was  risk  in 
this  concentration:  Just  as 
many  manufacturers  were 
abandoning  the  market 
for  commodity  chips,  Jun- 
kins had  decided  to  sweat 
it  out.  Result?  Today  Tex- 
as Instruments  is  one  of 
only  three  U.S.  companies 
that  make  and  sell  dy- 
namic random  access 
memory  chips  (drams), 
the  basic  chips  used  to 
store  data  in  everything  from  comput- 
ers to  fax  machines.  Last  year  an  esti- 
mated 14%  of  Ti's  revenues  came 
from  DRAMS;  its  market  share  of  the 
business  was  8%. 

Like  all  of  the  turnaround  artists, 
Junkins  had  to  do  some  painful 
things:  cut  the  work  force  by  10%, 
freeze  wages  through  mid- 1986  and 
close  two  plants — a  memory  chip  as- 
sembly facility  in  El  Salvador  and  a 
computer  manufacturing  center  in 
College  Station,  Tex.  He  recognized 
the  growing  globalization  of  business 
by  investing  $1.2  billion  for  a  number 
of  facilities — including  a  dram  fac- 
tory— in  Italy,  with  more  than  50%  of 
the  cost  subsidized  by  low-cost  Italian 
government  financing. 

Another  key  move:  Junkins  has  ac- 
tively tried  to  get  rivals  to  pay  Texas 
Instruments  for  use  of  the  company's 
"intellectual  property."  Over  the  past 
four  years  he  has  collected  in  excess  of 
$500  million,  mostly  from  the  Japa- 
nese and  primarily  on  dram  patents. 
Junkins  upgraded  ti's  marketing. 
As  he  puts  it,  "Just  having  good  tcch- 
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'eAll  Live 


ButWe  Dorft  All 

'  'HaveThe 
Same  Horizon'! 


-Konrad  Adenauer 


pip^       You  are  facing  important  investment  decisions 
f''  in  order  to  achieve  growth  and  preserve  capital.  In  spite 
r    of  all  the  swings  in  the  market,  Northern  Trust  investment 
;    professionals  frequently  exceed  most  standard  measures 
^       of  fund  performance.  We  have  successfully  managed 
i.:  the  assets  of  four  generations  and  welcome  your  interest. 
[^  '■         Make  the  right  investment  decision.  To  discuss 
!:^      managing  your  assets  of  $1  million  or  more,  call 
Bmce  Callow,  Senior  Vice  President,  1-800-962-0375. 

IliernThist  Asset  Management 


The  Northern  Trust  Company,  50  S.  LaSalle,  Chicago,  IL  60675.  Member  FDIC. 

Affiliates  of  the  Bank  are  located  in  Arizona,  California,  Florida,  Illinois  and  Texas.  Rates  and  services  may  vary. 

©  1990, The  Northern  Trust  Company 
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Mark  Seliger/Onyx 


Jerry  Junkins 


Texas  Instruments 


$835,000 


nology  and  good  manufacturing  is  not 
enough  to  maintain  a  strong  position. 
We've  strengthened  the  way  we  Usten 
to  our  customers." 

As  for  management  style,  Junkins 
differs  markedly  from  his  predecessor, 
Fred  Bucy,  who  was  a  manager  of  the 
old  school  and  ran  a  highly  central- 
ized company.  Junkins  has  decentral- 
ized management,  pushing  power 
back  to  the  managers  running  the 
company's    divisions    around   Texas 


and  the  world.  "Under  Jerry  Junkins, 
Texas  Instruments  went  from  man- 
agement by  intimidation  to  manage- 
ment by  inspiration,"  says  Daniel 
Klesken,  analyst  at  Prudential-Bache. 
Characteristic  of  the  new  open  style, 
Junkins  actively  seeks  criticism  from 
customers,  analysts  and  the  press. 

Under  Junkins,  Texas  Instruments 
has  bounced  back.  Return  on  equity 
since  1987  has  averaged  20%  annual- 
ly, and  last  year  ti  earned  a  $292  mil- 
lion profit  on  revenues  of  $6.5  billion. 
With  markets  for  semiconductors  and 
defense  products  slack,  ti's  earnings 
are  likely  to  be  flat  for  the  next  two 
years.  But  flat  at  a  fairly  high  level. 


Executive  ivordsmith 

George  Kennedy  seems  to  see  him- 
self as  a  kind  of  corporate  Mao 
Zedong.  He  doesn't  like  to  say  he  has 
"restructured"  International  Miner- 
als &.  Chemical  Corp.  Instead,  he 
claims  to  have  "constructured"  it, 
meaning  he  has  tried  to  put  the  com- 
pany into  a  state  of  "continuous  re- 
structuring." As  Mao  would  say,  it's 
the  difference  between  revolution  and 
continuous  revolution. 
Founded  in  1909,  imc  for  years  had 


been  a  workaday  outfit  mining  phos- 
phates and  potash,  two  of  the  world's 
most  basic  and  widely  used  fertilizers. 
When  Kennedy  took  charge  in  1983,  it 
didn't  take  him  long  to  realize  that 
IMC  had  little  control  over  its  own 
destiny  because  it  was  locked  into 
highly  cyclical,  commodity  business- 
es. Kennedy's  plan  was  to  move  imc 
into  more  sophisticated  products,  spe- 
cifically medical  products  and  animal 
health  supplies. 

Out  went  iMc's  energy  operations 
and  its  coke,  clay  and  quartz  mining 
businesses.  To  get  them  off  his  books. 


Kennedy  had  to  take  a  writedown  of 
$128  million.  That,  combined  with 
losses  in  the  depressed  fertilizer  mar- 
ket, led  to  a  hefty  $217  million  net 
loss  for  1986. 

Sometimes  when  things  look  really 
bad,  a  bold  stroke  is  what's  called  for. 
Borrowing  heavily  from  banks,  Ken- 
nedy in  1986  paid  $675  million  for 
Avon's  Mallinckrodt  unit,  a  maker  of 
X-ray  materials  and  drug  chemicals. 
Then  he  got  imc  into  the  market  for 
animal  health,  snapping  up  a  maker  of 
animal  vaccines  and  mineral  feed  sup- 
plements for  $38  million  from  John- 
son &.  Johnson.  Next,  to  pay  off  debt, 
Kennedy  sold  to  the  public  a  53% 
stake  in  imc's  fertilizer  business,  rais- 
ing $559  million  in  cash. 

But  remember,  George  Kennedy 
calls  his  restructuring  "continuous." 
Thus,  just  last  year,  he  paid  $260  mil- 
lion to  buy  Coopers  Animal  Health, 
which  had  been  a  joint  venture  be- 
tween ici  and  the  Wellcome  Founda- 
tion. This  pushed  imc's  long-term 
debt  up  to  80%  of  total  capital.  No 
risks,  no  revolution. 

Did  Kennedy  make  the  right 
moves?  While  profit  margins  from  the 
company's  fertilizer  business  are 
down  to  about  7%  and  falling,  mar- 
gins in  imc's  medical  and  animal 
health  businesses  will  average  12% 
this  year.  Kennedy  looks  smart  to 
have  moved  when  he  did.  imc's  stock 
has  almost  doubled,  to  $60,  over  the 

George  Kennedy 

International  Minerals  &.  Chemical  Corp. 
$1,304,000 
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THE  BUSINESS  JETOF  THE  YEAR 


The  winner  wasn't  chosen  by  a 
handful  of  magazine  editors,  but  by 
the  toughest:  judges  in  the  world  - 
companies  that  bought  business  jets. 

Their  votes  weren't  cast  with 
ballots,  but  with  company  funds. 

And  the  worldwide  winner  -  by 
a  landslide  -  was  the  new  Citation  V. 

The  race  wasn't  even  close. 

During  its*f irst  1 2  months  of 
deliveries,  the  Citation  V  outsold 
its  nearest  competitor  by  an  over- 
whelming four-to-one  margin. 

Businesses  all  over  the  world 
carefully  evaluated  all  kinds  of  air- 


craft before  choosing  the  Citation  V. 
They  flew  the  airplanes.  They  com- 
pared. And  they  came  to  the  same 
conclusion.  No  other  airaaft  in  its 
price  range  measures  up  to  the  Cita- 
tion V  as  an  all-around  performer. 

The  Citation  V  cruises  at  nearly 
500  mph,  yet  it  can  take  off  from 
shorter  runways  than  any  other  busi- 
ness jet. 

Its  cabin  is  two  feet  longer  than 
even  a  stretched  version  of  the  lead- 
ing turboprop,  yet  its  operating  cost 
is  about  the  same. 

And  the  Citation  V  comes 


equipped  with  thrust  reversers,  ad- 
vanced avionics,  and  a  fully  private 
aft  lavatory. 

No  other  aircraft  offers  more 
speed,  more  interior  spaciousness,  and 
more  sheer  versatility  for  less  money. 
No  other  jet.  No  turboprop.  Period. 

For  more  details,  write  Roy  H. 
Norris,  Senior  Vice  President  of 
Marketing;  Cessna  Aircraft  Com- 
pany; Box  7706;  Wichita,  KS  67277. 

Orcalll-800-4-CESSNA. 

CITATION  V  ^?) 

Cessna 

a  Genetai  Dynamics 
company 
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past  two  years.  The  new  imc  earned 
$117  million  last  year.  That's  a  heck 
of  a  lot  better  than  the  divestiture 
years  of  the  mid-1980s.  But  it  is  not 
quite  as  good  as  the  early  1980s,  when 
iMc's  commodity  businesses  were 
stronger. 

But  Kermedy  could  begin  to  look 
even  smarter  over  the  next  few  years. 
Pat  O'Brien,  analyst  at  Anantha  Ra- 
man &.  Co.,  expects  imc's  profits  to 
increase  more  than  20%  a  year 
through  1994. 


Caltare  dash 

In  1983  James  Glasser  decided  to 
drop  GATx'  manufacturing  opera- 
tions, and  concentrate  instead  on  the 
leasing  business.  "It  was,"  says 
Glasser,  55,  "the  most  important  and 
traumatic  decision  of  my  career." 

For  GATX,  it  amounted  to  shock 
therapy.  The  company  had  been  mak- 
ing railcars  in  Chicago  for  nearly  100 
years.  But  under  Glasser's  knife,  out 
went  subsidiaries  that  made  railcars, 
storage  tanks,  specialty  steel  and  pro- 
cess gear  for  the  cement  industry.  A 


shipping  subsidiary  was  spun  off  to 
shareholders.  Altogether,  40%  of  rev- 
enues vanished.  For  these  unpopular 
moves,  GATX  took  a  $179  million  re- 
structuring charge  and  posted  a  loss  of 
$93  million  in  1983. 

After  a  few  shaky  years,  however, 
GATx'  earnings  have  shown  consis- 
tent growth  since  1986.  Profits  hit  $66 
million  last  year,  on  revenues  of  $700 
million  and  capital  of  $500  million. 
This  year's  first-quarter  results  were 
up  a  further  14%. 

A  graduate  of  Harvard  law  school, 
Glasser  started  his  career  in  gatx' 
legal  department  in  1961,  rising  to 
president  of  gatx  Leasing  Corp.  in 
San  Francisco  in  1971;  he  was  named 
chairman  and  chief  executive  of  the 
entire  company  in  1978. 

Glasser  reasoned  that  leasing 
(mostly  railcars,  bulk-liquid  termi- 
nals and  commercial  aircraft)  would 
make  gatx  more  recession-resistant 
than  manufacturing.  Equipment 
leases,  usually  running  more  than 
three  years,  can  be  counted  on  to 
bring  in  a  steady  stream  of  cash  flow; 
demand  for  railcars,  by  contrast,  tends 
to  be  cyclical. 


An  added  benefit:  For  the  first  time 
in  its  history,  gatx  executives  can 
view  most  of  their  capital  spending  as 
discretionary.  "I  can  call  the  presi- 
dents of  our  subsidiaries  tomorrow 
and  tell  them  to  stop  spending,"  says 
^  Glasser  gleefully.  "The  only  required 
capital  spending  we  now  have  is  $25 
million  to  $30  million  a  year"  (largely 
for  maintenance  of  the  company's 
railcars  and  terminal  facilities). 

But  there  was  more  to  the  decision 
than  that.  By  the  time  Glasser  was 
named  chief  executive,  leasing  had 
become  more  dominant  than  manu- 
facturing, and  GATX  had  developed  a 
case  of  corporate  schizophrenia.  "The 
leasing  culture  and  the  manufacttir- 
ing  culture  at  gatx  did  not  mix,"  says 
Glasser.  "We  decided  to  concentrate 
on  the  leasing  culture  for  the  future." 

With  gatx'  market  capitalization 
up  nearly  50%,  to  $600  million,  since 
1983,  it's  hard  to  argue  with  Glasser's 
decision. 

Tames  Glasset 

GATX 

$1,718,000 
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COMMITMENT 
TO  AMERICA 


AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leadership? 
Since  founding  the  industry  in  1971,  AMBAC  has  insured  over  $1.8  billion  (par  amount) 
in  transportation-related  issues.  That  translates  directly  into  new  and  better  roads, 

Vi^Ulx  V^vJ/Vl/Vll    I  /VVtl^    I     facilities  all  across  America, 

benefitting  millions  of  commuters, 
vacationers  and  business  travelers. 

V^V-ytO  vJrN  IV^Iv  iVllLto*  transportation  is  further 
evidence  of  AMBAC's  commitment  to  strengthen  America,  and  help  secure  its  future, 
by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our 
acknowledged  analysis  and  research  capabilities.  Which  means  fast  turnaround  as 
well  as  competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest  in  it. 
A  philosophy  that  puts  everyone  on  the  same  road— and  moving  forward. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 
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Conceiitrated 
diversificatioii 

Voyages  into  the  unknown  don't 
seem  to  excite  John  (Jack)  Mur- 
phy, chairman  and  chief  executive  of 
Dresser  Industries,  the  Dallas-based 
energy  equipment  outfit.  Since  taking 
charge  in  1983,  Murphy  has  rid  the 
company  of  about  20  nonenergy 
businesses. 

"We  think  the  oil  business  is  what 
we  do  best,  so  we  decided  to  marshal 
our  forces  and  concentrate  on  that 
area,"  says  Murphy,  who  looks  con- 
siderably younger  than  his  58  years. 

Moving  further  into  the  oil  busi- 
ness in  the  mid-1980s  seemed  like 
throwing  good  money  after  bad. 
Dresser  had  been  smacked  hard  by 
falling  oil  prices,  slack  drilling  activi- 
ty and  a  shaky  petrochemical  busi- 
ness. In  1985  Dresser  Industries  lost 
$196  million  on  sales  of  $4.1  billion. 
Recalls  Murphy,  "Our  markets  had 
virtually  disappeared." 

But  when  the  business  started  to 
bounce  back  in  1989,  Dresser  was 
ready.  Today  the  company's  energy- 
related  operations  account  for  some 
70%  of  its  $5.2  billion  revenues,  up 
from  under  60%  in  1983.  Profits, 
meanwhile,  increased  to  $170  million 
last  year,  versus  a  $25  million  loss 
three  years  ago.  A  substantial  earn- 
ings rise  is  expected  this  year. 

Although  Murphy  marshaled  his 
forces  in  the  energy  business,  he 
didn't  keep  them  all  in  one  place.  In  a 
strategy  of  concentrated  diversifica- 
tion. Murphy  has  positioned  his  com- 
pany to  supply  equipment  and  ser- 
vices at  various  stages  of  the  energy 
cycle — from  drilling  wells  to  refining 
to  making  petrochemicals. 

Murphy,  who  joined  Dresser  in 
1952  as  an  engineer,  offers  an  exam- 
ple: Dresser's  1988  acquisition  of 
M.W.  Kellogg,  the  engineering  and 
construction  firm,  will  help  Dresser 
meet  increasing  demands  in  the  refin- 
ery business.  To  further  address  the 
refining  and  sales  side  of  the  spec- 
trum. Murphy  recently  spent  some 
$100  million  to  acquire  Peabody 
Holmes  and  Mono  Pump,  two  British 
companies  that  make  refining 
equipment. 

The  intelligence  of  this  strategy  lies 
in  the  fact  that,  aside  from  exception- 
ally bad  years  like  1982,  energy 
slumps  tend  to  hit  different  stages  of 
the  production  process  at  different 
times.  For  example,  the  demand  for 


refining  equipment  has  been  strong  in 
recent  years,  while  the  need  for  explo- 
ration equipment  has  not.  Thus  the 
slump-smoothing  benefits  of  diversi- 
fication are  achieved  without  straying 
from  the  industry  Dresser  knows 
so  well. 

To  further  spread  risk,  Murphy  has 
five  major  joint  ventures.  These  in- 
clude Dresser-Rand  (1989  sales,  $850 
million),  an  alliance  with  Ingersoll- 
Rand  that  makes  turbines  and  com- 
pressors for  the  oil  and  gas  processing 
industries. 

Since  both  the  drilling  and  refining 
sectors  of  the  energy  industry  are  gen- 
erally expected  to  do  well  over  the 


John  (Jack)  Murphy 


Dresser  Industries 


$1,967,000 


next  decade.  Dresser's  future  looks 
promising.  But  what  if  the  extreme 
happens  and  the  industry  collapses 
across  the  board,  as  it  did  back  in 
1982?  "Sure,  we'll  have  problems," 
says  Murphy,  "but  I  think  we  have 
learned  how  to  run  this  business 
much  the  way  you  drive  a  car.  You 
keep  one  foot  on  the  gas  pedal,  and  the 
other  about  half  an  inch  away  from 
the  brake." 
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How  do  you 
make  the  most  of 
a  $50  million 
business? 


U  you've  been  successful  at 
building  your  own  business, 
you  deserve  bankers  who 
understand  your  entrepre- 
neurial spirit-  bankers  who 
can  help  you  maximize  the 
rewards  of  th§  business 
you've  created. 

Which  is  exactly  what 
J.P  Morgan  offers  you.  We're 


not  just  passive  caretakers 
of  wealth.  We  can  be  your 
active  partners  in  managing 
your  company's  financial 
affairs. 

We  pay  attention.  We  lis- 
ten hard.  And  we  build  close 
and  enduring  financial 
relationships  that  allow  our 
clients  to  focus  on  what  they 
want  to  accomplish. 

At  Morgan,  we  adapt  our 
skills  and  services  to  meet 
your  specific  needs.  We  can 
manage  your  investments 
or  arrange  a  private  place- 
ment; provide  a  bank  loan 
that  complements  your 


financial  strategy  or  handle 
trust  and  estate  matters  for 
your  partners  and  family; 
help  you  expand  your  busi- 
ness or,  if  you  so  decide, 
help  advise  you  on  the 
complex  questions  arising 
from  a  possible  sale. 

Whatever  your  require- 
ments, we  have  the  experi- 
ence and  sophistication  to 
help  you  handle  them 
quickly  and  effectively. 

And  our  private  bankers 
have  access  to  all  the 
resources  of  Morgan's  global 
organization  to  use  on  your 
behalf-  the  same  analysts, 


traders,  financial  strategists, 
technology,  and  underly- 
ing capital  strength  that 
serve  the  world's  largest 
corporations. 

If  you'd  like  a  more  active 
approach  to  private  banking 
for  substanticil  private  enter- 
prises, we  invite  you  to  meet 
with  us.  Call  Melissa  F.  Fetter, 
Vice  President,  Morgan 
Guaranty  Trust  Company,  444 
S.  Flower  Street,  Los  Angeles, 
CA  90017.  (213)  489-9374. 


Private  Banking  at  Morgan 


C  199<)  J.P  Morgan  &  Co.  Incorporatpd,  parent  of 
Morgan  Guaranty  Trust  Company  (Member  FDIC) 
and  other  J.P  Morgan  uibsidiaries 


JPMorgan 
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Lessons  from  Budiq>est 

Fl  or  five  years  Intel  Corp.  dominat- 
ed U.S.  production  of  a  crucial  type 
of  semiconductor,  dynamic  random 
access  memory  (dram)  chips.  These 
silicon  chips  are  to  the  information 
age  what  steel  was  to  the  age  of  heavy 
industry.  But  the  company  was 
abruptly  forced  out  of  the  dram  mar- 
ket in  1986  when  Japanese  chip- 
makers  flooded  the  U.S.  market  with 
low-cost  chips.  Intel  reported  a  loss  of 
$183  million  that  year,  and  its  once 
high-flying  stock  fell  51%,  to  $11. 

Intel's  chief  executive  is  Andrew 
Grove.  Bom  Andras  Grof,  he  was  a 
teenager  when  the  Soviets  invaded  his 
native  Hungary  in  1956.  He  immi- 
grated to  the  U.S.  a  few  months  later. 
After  working  his  way  through  under- 
graduate and  graduate  studies  as  a 
waiter  and  office  worker,  he  joined 
Fairchild  Semiconductor  in  1963  as 
an  engineer  under  r&d  head  Gordon 
Moore.  When  Moore  and  Robert 
Noyce  formed  Intel  in  1968,  they 
brought  Grove  along. 

After  working  as  Intel's  president 
for  eight  years,  Grove  became  chief 


executive  in  1987.  Energetic  and  ar- 
ticulate. Grove,  now  53,  has  some- 
how found  time  along  the  way  to  au- 
thor several  books  on  management. 

Grove  says  his  biggest  worry  today 
is  still  what  it  was  in  the  mid-1980s: 
the  Japanese  chipmakers.  Grove  fears 
they  will  someday  succeed  in  their 
goal  to  dominate  the  world  computer 
market.  To  prevent  that  from  happen- 
ing, he  advocates  an  aggressive  U.S. 
trade  policy  that  will  protect  Ameri- 
ca's intellectual  property — patents 
and  other  technical  knowhow. 

Paradoxically,  Grove's  recent  suc- 
cesses at  Intel  illustrate  why  innova- 
tion— not  trade  policy — is  the  best 
weapon  against  foreign  competition. 
His  strategy,  which  helped  reverse  In- 
tel's losses,  is  to  steer  clear  of  the 
commodity  chips  that  can  be  easily 
imitated  in  the  Far  East.  Instead, 
Grove  concentrates  on  beating  the 
competition  with  newer,  faster  chips 
meant  for  desktop  computers. 

The  best-known  example  of  this  is 
Intel's  model  80386  microprocessor. 
Introduced  five  years  ago,  it  has  be- 
come the  standard  microprocessor  for 
personal  computers  by  virtue  of  its 


Andrew  Grove 


Intel  Corp. 


$723,000 


exclusive  use  in  ibm  and  iBM-compat- 
ible  computers.  These  machines  ac- 
count for  more  than  half  of  the  U.S. 
personal  computer  market. 

Having  spent  $100  million  to  devel- 
op the  80386,  Grove  has  kept  produc- 
tion of  the  chip  in  Intel's  hands,  defy- 
ing customers'  demands  that  he  farm 
out  production  to  other  chipmakers 
to  ensure  accessibility  and  thus  fair 
prices. 

Continuing  its  long  rebound  from 
1986,  Intel  earned  $391  million  last 
year  on  sales  of  $3.1  billion.  The  stock 
has  nearly  quadrupled  to  a  recent  $41 . 
And  today  the  company  has  a  healthy 
war  chest  of  $365  million  to  pour  into 
researching  the  next  generation  of 
microchips. 

One  needn't  be  a  Hungarian  refugee 
to  know  that  in  a  business  like  Intel's, 
it's  always  a  good  idea  to  keep  some- 
powder  dry,  and  never  turn  one's  back 
to  a  determined  predator. 
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Canon  Introduces  Laser  ClassJ" 

Buy  a  Canon  Laser  Class  fax  and  it  could  be 
the  last  fax  you'll  buy  for  a  long  time. 

That's  because  a  Laser  Class  fax  has  features 
that  won't  soon  be  outmoded.  They  actually 
keep  pace  \\dth  expanding  needs. 

Like  the  memory  capacity  of  our  new 
FAX-L770.  As  your  fax  network  expands,  the 
L770  can  expand  its  capacities,  too,  allowing 
greater  volumes  to  be  received  into  memory  or 
stored  for  transmission. 

Laser  Precision  on  Plain  Paper. 

The  L770  uses  a  laser  process  to  print 
incoming  images  on  plain  paper. 

This  means  your 
faxes  will  look  better, 
will  last  longer,  and 
won't  curl  or  fade  like 
thermal  paper  faxes.  And  you  won't  have  to 
copy  them  before  filing.  Laser  printing  means 
they're  consistently  faithful  to  the  original. 

A  Better  Image,  Sending  and  Receiving. 

The  L770  can  improve  an  incoming  image. 
An  exclusive  feature  called  Hyper-Smoothing 
actually  compensates  for  the  image  quality  of 
an  incoming  fax.  So  the  images  you  receive  are 
clearer,  without  the  fuzzy  edges 
that  can  make  reading 
text  difficult. 


And  with  Canon's  UHQ  imaging  technology, 
the  images  you  send  are  better,  too. 
Even  combinations  of  small  type 
and  halftones  are  virtually 
indistinguishable  from  their  original. 

Built-in  Reliability. 

The  L770  is  also  designed  to  be  more  reliable 
than  other  plain  paper  laser  facsimiles.  Canon's 
exclusive  cartridge  system 
stores  everything  that  can 
run  out  or  wear  out  in  one 
neat  disposable  unit. 
Replacing  them  is  as  easy  as  popping 
in  a  new  cartridge. 

The  new  Canon  Laser  Class  FAX-L770.  After 
a  few  minutes  you'll  be  glad  you  bought  it.  After 
a  few  years  you'll  be  ecstatic.  For  information, 
call  1-800-OK  CANON. 


The  only  thing 
not  built  into  our 
laser  facsimile  is 

obsolescence. 


oioti 


LASER  CLASS 
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This  side  of  paradise 

W'  alter  Williams,  chief  executive 
of  Bethlehem  Steel  Corp.,  spent 
most  of  the  1980s  correcting  a  costly 
blunder  the  company  made  some  15 
years  ago.  That's  when  most  U.S. 
steelmakers,  Bethlehem  included, 
forecast  that  demand  for  steel  would 
rise  40%  from  1976  levels,  to  150  mil- 
lion tons  a  year  in  the  1980s.  Seeing  a 
bonanza  ahead,  the  steelmakers  in- 
vested billions  of  dollars  in  new  plant 
and  equipment.  But  the  surge  in  de- 
mand never  materialized. 

"The  whole  message  was  driven 
home  in  1982,  when  the  steel  market 


really  fell  to  pieces,"  says  Williams. 
Bessie  lost  $1.5  billion  that  year,  and 
heavy  losses  continued  through  1986. 
Long-term  debt  and  unfunded  pension 
obligations  equaled  82%  of  the  com- 
pany's capitalization. 

But  look  at  Bessie  now:  In  1989  it, 
earned  $246  million,  and  its  debt  and 
unfunded  pension  obligations  have 
been  cut  to  a  more  comfortable  48% 
of  capitalization.  Stockholders  are 
elated.  The  company  has  resumed 
paying  common  dividends  after  a 
nearly  four-year  lapse,  and  Bessie 
shares  are  trading  at  about  18,  well 
above  the  1986  low  of  5. 

No  question:  The  entire  steel  in- 
dustry was  helped  by  the  federally 


imposed  "voluntary"  steel  quotas, 
which  limit  imports  of  foreign  steel 
through  March  1992. 

But  Bethlehem  would  never  be 
reaping  today's  fat  profits  if  it  weren't 
for  Walter  Williams'  restructuring  ef- 
forts. Perhaps  Williams'  smartest 
move  was  getting  Bethlehem  out  of 
nonsteel  businesses.  After  taking  the 
helm  in  1986,  he  dropped  a  score  of 
these  operations — everything  from 
shipyards  to  limestone  quarries.  His 
reasoning  was  unassailable:  With 
Bethlehem  forced  to  pay  union  wages 
even  in  most  of  its  nonsteel  business- 
es, the  company  simply  couldn't  com- 
pete with  similar  operations  that 
were  not  unionized. 

In  the  steel  business,  Williams  cut 
annual  capacity  from  about  25  mil- 
lion tons  to  about  16  million.  He  in- 
vested $4  billion  to  modernize  the 
steel  operations  that  remained,  and 
plans  to  spend  a  further  $500  million 
this  year. 

Today  Bessie  has  two  first-rate 
properties:  the  Bums  Harbor,  Ind. 
plant  and  the  Sparrows  Point,  Md. 
plant.  Churning  out  two-thirds  of 
the  company's  production,  either  of 
these  plants  can  produce  a  ton  of 
steel  with  less  than  four  man-hours 
of  work;  That  makes  them  two  of 
the  most  efficient  steel  mills  in 
the  world. 

Williams  can't  relax  yet.  Bessie's 
three  archaic  plants  in  Pennsylvania 
are  likely  to  suffer  if,  as  expected, 
minimills  continue  to  move  in  on 
Bessie's  turf.  The  minimills,  with 
new  equipment  and  nonunion  work- 
ers, are  capable  of  producing  many  of 
Bessie's  steel  products  for  as  little  as 
two-thirds  the  cost. 

Steel  is  a  highly  cyclical  industry, 
and  Williams  hasn't  changed  that. 
Example:  In  this  year's  first  quarter, 
with  demand  weak,  Bessie's  operat- 
ing income  fell  66%.  Williams  says 
orders  have  improved  recently,  and 
that  the  first-quarter  results  may 
have  been  the  bottom.  Sighs  Wil- 
liams, "We  haven't  reached  the  par- 
adise yet." 

No,  but  by  making  some  bold,  pain- 
ful decisions  when  he  did,  Williams 
changed  his  company  from  a  floun- 
dering giant  into  a  small  but  lean 
competitor  in  a  very  tough  business. 

Walter  Williams 

Bethlehem  Steel 
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Education  In  Georgia  Has  Always  Operated  On  The  Principle  That 
An  Effective  Work  Force  Needs  The  Right  Kind  Of  Training. 


For  the  University  of  Georgia  Bulldogs  of 
1895,  as  for  generations  of  students 
JDefore  them  and  since,  commitment  to  a 
goal  wasn"t  something  found  only  on  the 
football  field. 

The  University  itself  had  f)een  the  first 
state-chartered  educational  institution  in  a 
newly  independent  nation,  its  founding  in 
1785  having  predated  even  the  framing  of 
the  Constitution.  Law  and  medicine,  sci- 
ence and  business  administration,  technol- 
ogy and  vocational  training  had  long  since 
become  part  of  the  state's  academic  fabric. 

And,  all  over  Georgia,  students  were 
emerging  from  college  and  university'  class- 


rooms armed  with  the  necessarv'  skills  to 
tackle  the  world. 

Today  that  same  kind  of  commitment  still 
pcnneates  Georgia's  educational  system  at 
ever>'  level.  From  the  most  comprehensive 
educational  reform  package  in  U.S.  history, 
unanimously  passed  by  the  Legislature  in 
1985,  to  a  uni\'ersity  system  with  a  world- 
-^ide  reputation  for  pioneering  research  and 
development. 

Add  our  innovative  Quick  Start  program, 
designed  to  proxidc  your  new  employees 
udth  free,  job-specific  training  before  you 
even  open  your  doors,  and  it's  not  surpris- 
ing that  productivity  rates  for  Georgia  work- 


ers are  well  above  the  national  average.  In  fact, 
it  might  be  more  surprising  if  they  weren't. 

just  write  on  your  letterhead  or  send  your 
business  card  to  John  Boothby,  Georgia 
Department  of  Industry,  Trade  &  Tourism, 
Dcpt.  FBS,  P.O.  Box  1776,  Atlanta,  GA 
3030 1 .  a  call  us  at  404-656-9306.  And 
learn  more  about  Georgia's  trained  work 
force. 

You'll  find  that  we're  still  turning  out  grad- 
uates who  know  how  to  run  with  the  ball. 

GEORGIA 

The  State  Of  Business  Today 


Corporate  Amerijca'slVIost  Powerful  People 
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The  tx>ok  can  wait 

ill  McGowan  is  the  man  who 
transformed  mci  from  a  small  ra- 
dio communications  company  into 
the  country's  second-largest  long-dis- 
tance telephone  carrier.  But  it  wasn't 
all  glory.  Fact  is,  upstart  mci  found 
itself  in  trouble  in  1984,  after  at&.t 
was  forced  to  spin  off  the  Baby  Bells. 

Up  to  that  point  mci  had  a  basic 
advantage:  It  was  allowed  to  transmit 
its  calls  across  the  local  Bell  operating 
companies'  lines  at  prices  70%  lower 
than  what  at&t  was  charged  by  the 
Baby  Bells.  But  then  came  the  Bell 
breakup.  With  it,  all  long-distance 
carriers,  including  at&t  Long  Dis- 
tance Service,  were  granted  equal  ac- 
cess to  the  Baby  Bell  lines.  The  dis- 
counts that  had  so  favored  mci  were 
phased  out  by  order  of  the  Federal 
Communications  Commission. 

For  mci,  the  change  was  earthshat- 
tering.  mci  had  always  been  a  niche 
player,  billing  itself  as  the  low-price 

William  McGowan 

MCI  Communications 
$8,666,000 


provider.  The  company  was  simply 
unprepared  to  compete  with  at&it  on 
quality  or  service.  As  a  prelude  to 
upgrading,  mci  in  1986  took  a  $585 
million  charge  for  writing  off  outdat- 
ed equipment.  Result:  a  net  loss  of 
$498  million  for  the  year. 

The  troubles  took  their  toll  on 
McGowan.  After  laying  off  15%  of 
MCi's  16,000-person  work  force, 
McGowan  suffered  a  heart  attack  in 
December  1986;  the  following  April 
he  had  a  heart  transplant. 

He  was  sidelined  for  nine  months. 
When  he  got  back,  he  was  ready  for 
action.  Spurred  on  by  McGowan,  mci 
management  improved  quality  and 
service,  and  pushed  for  more  corpo- 
rate customers  as  well,  mci  also  digi- 
tized its  phone  network,  allowing 
faster  transmission  of  both  voice  and 
data  communications.  Then  came  a 
broad  range  of  new  services,  including 
international  dialing  and  more  de- 
tailed billing  information.  As  in  its 
early  years,  mci  during  its  turnaround 
relied  largely  on  junk  bonds. 

MCI  upgraded  its  sales  force  and 
gained  a  reputation  for  excellent  ser- 
vice. MCI  soon  signed  up  the  Pentagon 
and  such  firms  as  Westinghouse, 
Chrysler  and  ibm  for  its  voice  and  data 
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transmission  services. 

MCI  returned  to  profitability  in 
1987  and  last  year  earned  $558  mil- 
lion on  sales  of  $6.5  billion.  Profits 
this  year  are  expected  to  jump  37%. 
The  stock,  meanwhile,  is  up  to  36 
irom  a  low  of  5  a  few  years  ago. 

As  for  McGowan,  he  began  exercis- 
ing more  and  cutting  his  workload. 
But  he  was  unable  to  talk  with  Forbes 
because  he  recently  had  exploratory 
chest  surgery. 

People  have  been  after  McGowan 
for  years  to  write  a  book  about  his 
business  exploits — building  a  compa- 
ny from  scratch  and  battling  the  at&t 
monopoly.  But  so  far  McGowan  has 
refused.  After  all,  mci  still  has  only 
12%  of  the  long-distance  market, 
compared  with  almost  707o  for  at&t. 
To  keep  the  giant  at  bay,  McGowan 
knows,  MCI  must  continue  to  come 
up  with  new  and  better  services.  In 
short,  there  may  be  a  few  more  chap- 
ters to  be  written  in  the  mci  saga. 


Second  chance 

W'  hen  a  chief  executive  drives  his 
company  near  disaster,  he  rarely 
gets  to  undo  his  errors.  BankAmeri- 
ca's  Tom  Clausen  is  an  exception. 

Throughout  the  1970s  Clausen  was 
the  dean  of  American  banking.  He  ran 
the  nation's  largest  and  most  profit- 
able bank.  In  1981  he  left  Bank- 
America  to  head  the  World  Bank  and 
help  the  poorer  countries. 

But  within  a  year  after  Clausen's 
departure,  BankAmerica  began  to  slip. 
The  bank  was  badly  hurt  by  its  portfo- 
lio of  Latin  American  loans,  and  it 
also  got  caught  in  the  U.S.  farm  crisis 
as  many  loans  to  California  farmers 
went  sour.  The  San  Francisco-based 
bank  also  lost  money  on  real  estate 
lending  and  shipping  credits  as  well  as 
oil  patch  loans. 

"BankAmerica  managed  to  have  a 
finger  in  every  pie  that  got  baked," 
says  Bear,  Stearns  analyst  Mark 
Lynch. 

Clausen's  successor  was  Samuel 
Armacost,  by  most  measures  a  pretty 
good  banker.  But  most  of  the  bad 
loans  had  already  been  made,  and  Ar- 
macost was  unprepared  for  the  profu- 
sion of  bad  credits  that  started  hitting 
the  fan  in  1982.  Not  until  1985  did  he 
make  adequate  loan-loss  provisions; 
in  that  year  a  loan-loss  reserve  of  $2.1 
billion  triggered  a  net  loss  of  $577 
million. 

By  October  1986  Armacost  was  out. 
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Swiss  Ingenuity 


Riedel  Environmental  Technologies  had  an  idea. 
And  a  challenge. 

The  idea  —  to  develop  a  system  for  processing 
municipal  refuse  into  soil  conditioner.  The  challenge  - 
findatoanktobackit. 

So  Riedel  came  to  one  of  the  leading  banks  for 
project  finance  in  the  U.S.  —  Credit  Suisse. 

Thanks  to  our  extensive  background  in  financing 
resource  recovery  projects,  we  quickly  understood 


the  new  technology  We  combined  this  knowledge 
with  our  own  brand  of  ingenuity  to  develop  a  creative 
financing  plan. 

The  result  —  the  Riedel  composting  facility  will  soon 
begin  operation  in  Portland,  Oregc  i.  Its  success 
could  one  day  benefit  the  entire  U.S. 

Plant  your  idea  at  a  bank  with  an  AAA  rating,  Swiss 
heritage  and  vast  experience  in  project  finance.  Come 
to  Credit  Suisse  U.S.A. 


We  do  more  to  keep  you 


at  the  top. 


50lf^Annivers(w 


Atlanta  •  Chicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York  ■  San  Francisco 
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A.W.  (Tom)  Clausen 


BankAmerica  Corp. 


$1,815,000 


The  board  replaced  him  with  Tom 
Clausen,  under  whom  many  of  the 
shaky  loans  had  been  made.  Bank- 
America's  troubles  continued:  It  took 
a  $518  million  loss  for  1986  and  a  loss 
of  nearly  $1  billion  for  1987. 

Armacost,  ironically,  left  Clausen  a 
gift:  four  relatively  new  BankAmerica 
executives,  all  veterans  of  rival  Wells 
Fargo.  They  were  Glenhall  Taylor, 
Richard  Rosenberg,  Lewis  Coleman 
and  Frank  Newman. 

Clausen  put  Taylor  and  Newman 
on  the  defensive  team,  counting  on 
them  to  clean  up  bad  loans  and  tight- 
en credit  standards.  Coleman,  who 
was  put  in  charge  of  BankAmerica's 
overseas  operations,  was  told  to  trim 
what  had  been  an  expensive  foreign 
presence. 

Meanwhile,  Clausen  groomed  Ro- 
senberg to  succeed  him  as  the  com- 
pany's leader,  allowing  him  to  push 
the  bank  more  forcefully  into  con- 
sumer finance  businesses  such  as 
home  mortgages  and  car  loans.  With 
the  California  economy  strong,  the 
shift  back  toward  consumer  banking 
worked  like  a  charm. 

By  the  third  quarter  of  1987  the 
bank  had  bounced  back  to  profitabili- 
ty. Last  year,  in  fact,  it  reported  a 
record  profit  of  $820  million  on  con- 
tinuing operations.  This  year,  ana- 
lysts predict  that  profits  should  rise 
more  than  25%. 

From  $2  billion  in  1987,  the  com- 
pany's market  value  has  climbed  to  $6 
billion.  And  even  though  California  is 


Douglas  Kirkland'Svgma 

about  to  allow  other  states'  banks 
onto  its  turf,  BankAmerica  is  no  long- 
er on  the  lists  of  weak  banks  likely  to 
be  taken  over. 

His  job  done,  Clausen  will  step 
down  this  month,  tapping  Rosenberg 
as  BankAmerica's  new  chief  execu- 
tive. Clausen  must  have  been  grateful 
indeed  for  his  second  chance. 


Ashy  guy 

George  A.  Schaefer  doesn't  want  to 
take  credit  for  pulling  Caterpillar 
out  of  this  century  and  thrusting  it 
into  the  next.  This  modesty  explains 
why  the  61 -year-old  chief  executive 
refused  to  be  interviewed  for  this  sto- 
ry. But  when  Schaefer  retires  this 
June,  he  will  leave  behind  a  dramati- 
cally different  company  from  the  one 
he  inherited  five  years  ago. 

For  decades,  Cat  smiled  the  con- 
tented smile  of  a  company  that  had 
just  swallowed  its  market.  But  the 
recession  of  the  early  1980s,  coupled 
with  the  strong  dollar,  wiped  that 
smile  away.  By  the  end  of  1984,  Cat 
had  racked  up  almost  $1  billion  in 
losses  over  three  years  and  was  look- 
mg  despondently  at  a  shrinking  mar- 
ket share. 

Management  cut  costs  by  closing 
several  plants,  consolidating  opera- 
tions and  reducing  the  company's 
work  force — the  usual  necessary 
moves.  That  helped  put  Cat  back  in 


the  black  by  1985,  but  it  didn't  really 
sharpen  its  claws.  To  compete.  Cat 
needed  to  expand  its  product  line, 
making  smaller,  less  expensive,  ma- 
chinery to  sell  alongside  its  behemoth 
earthmoving  equipment. 

So  in  1987  management  embarked 
on  an  ambitious  $1.5  billion  "Plant 
With  a  Future"  program  to  modernize 
its  manufacturing  facilities,  while  at 
the  same  time  continuing  to  spend 
about  $700  million  on  the  usual  capi- 
tal improvements. 

Long-term  thinking  can  be  expen- 
sive. All  of  the  futuristic  plant's  start- 
up costs  are  being  charged  directly  to 
earnings,  reducing  profit  by  about 
$150  million  a  year.  Thus,  those  on 
Wall  Street  with  short  attention  spans 
have  not  been  happy. 

But  already  Cat  has  managed  to 
take  back  market  share  from  foreign 
competitors  like  Komatsu.  Enthuses 
Oppenheimer  &l  Co.  analyst  Charles 
Harris,  "Cat  is  the  only  American 
company  that  took  on  the  Japanese 
without  any  protection  (from  Wash- 
ington) and  won." 

Schaefer  didn't  only  change  the  way 
Cat  makes  machinery,  he  changed  the 
way  the  company  is  organized.  With 
$11  billion  in  sales.  Cat  now  keeps  a 
close  eye  on  individual  manufactur- 
ing operations,  to  try  to  insure  that 
each  shows  a  profit.  "Cat  was  a  be- 
nign, successful  and  beautiful  exam- 
ple of  a  bureaucracy,"  says  L.  Michael 
Braig,  an  analyst  at  Prescott,  Ball  & 


George  A.  Schaefer 

Caterpillar  Co. 
$1,539,000 
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To  sustain  you,  fine  Japanese  and  Western  restaurants  and  24-hour 


room  service.  To  refresh  you,  soothing  lounges  or  stimulating  health 


clubs.  To  renew  you,  a  pillow  of  down.  In  short, 


Simply  everything.        Simply 


& 


nikko  hotels  international 


ATLANTA    •    CHICAGO    •    SAN  FRANCISCO    •    MEXICO  CITY 

1  •  800  •  NIKKO-US 


NEW  YORK 


Hotel  NikkoAtlantaBuckhead  (Opening  Falll990)  •  Hotel  Nikko  Chicago  Riverfront  Park  •  Hotel  Nikko  San  Francisco  Union  Square  West 

Hotel  Nikko  Mexico  Chapultepec  Park  •  New  York  Essex  House  Central  Park  South  (Reopening  Spring  I99II  •  Other  Nikko  Cities:  Dusseldorf 

London  •  Paris  •  Hong  Kong  •  Taipei  •  Manila  •  Beijing  •  Shanghai  •  lakarta  •  Osaka  •  Narita 
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Turben.  "Schaefer  recognized  the 
need  to  change  that." 

In  1989  Cat  earned  $500  milhon,  or 
$5  per  share,  less  than  1988's  near- 
record  $6  but  a  satisfying  12%  on 
stockholders'  equity.  If  the  modernis- 
tic plant  kicks  in  with  savings  over  the 
next  few  years,  Cat's  net  income  could 
jump  to  $  1 0  a  share  or  more . 

George  Schaefer  is  a  modest  man, 
but  if  he  chose  to  boast,  he'd  have 
plenty  to  be  boastful  about. 


The  virtues 

of  specialization 

Change  is  always  difficult,"  says 
James  Renier,  recalling  the  dis- 
mantling that  was  necessary  to  repair 
Honeywell  Inc.  "In  the  process  there 
were  some  rather  rough  bumps,  but  it 
wasn't  difficult  to  see  what  needed  to 
be  done." 

Starting  in  1970,  Honeywell's  then- 
chairman,  Stephen  Keating,  diversi- 
fied the  company  beyond  its  tradi- 
tional business  of  electronic  controls 
systems.  That  put  Honeywell  into  ev- 
erything from  computers  to  semicon- 
ductors to  telecommunications.  By 
1985  it  was  clear  that  Honeywell  was 


spread  too  thin.  Return  on  equity  for 
the  year  was  11.8%,  versus  a  stated 
goal  of  16%. 

Renier,  named  chief  operating  offi- 
cer in  1986,  had  come  to  Honeywell 
34  years  earlier  with  a  Ph.D.  in  physi- 
cal chemistry,  a  discipline  he  thinks 
helped  him  communicate  his  turn- 
around strategy  to  his  executives, 
most  of  whom  have  engineering  or 
scientific  degrees.  Says  Renier,  "I  be- 
lieve that  in  a  high-tech  business  it  is 
easier  to  teach  an  engineer  to  be  a 
businessman  than  a  businessman  to 
be  an  engineer." 

In  large  part  Renier  capitalized  on 
Honeywell's  tradition.  It  was  Hon- 
eywell, after  all,  that  invented  the 
thermostat  in  1883.  Renier  moved 
Honeywell  more  forcefully  into  the 
thermostat's  modem-day  counter- 
part— temperature  controls  for 
homes,  factories  and  office  buildings. 

Renier  also  pushed  for  more  sales  of 
controls  for  industrial  processes  such 
as  oil  refining,  and  for  aviation  uses, 
including  an  antenna-pointing  system 
in  the  recently  launched  Hubble  tele- 
scope. In  fact,  in  its  largest  acquisition 
to  date,  Honeywell  four  years  ago  paid 
$1  billion  to  buy  the  Sperry  aerospace 
division  of  Unisys,  which  nicely  com- 


plemented the  firm's  existing  avion- 
ics operations. 

What  got  cut?  Renier  trimmed  the 
payroll  by  5%  and  sold  a  majority 
stake  in  Honeywell's  ailing  computer 
operations  to  France's  Croupe  Bull 
and  Japan's  nec.  Semiconductors 
were  dropped,  and  last  month  the 
company  announced  that  it  would 
spin  off  its  $  1  billion  defense  and  ma- 
rine systems  business. 

But  all  this  juggling  did  not  go 
smoothly.  A  writedown  on  the  com- 
puter spinoff  led  to  a  $398  million  loss 
in  1986.  Then,  in  1988,  cost  overruns 
in  the  defense  business  triggered  a 
$435  million  deficit  for  the  year. 

Overall,  however,  Renier's  disman- 
tling has  paid  off.  Last  year  Honeywell 
eamed  $604  million  on  sales  of  $6 
billion.  Return  on  equity:  an  impres- 
sive 16.2%.  As  for  this  year,  earnings 
could  rise  by  up  to  1 7% .  After  hitting 
a  low  point  of  $2.3  billion  in  1987,  the 
company's  stock  market  value  has 
risen  to  $3.5  billion  ($90  a  share). 

James  Renier 

Honeywell 


$2,114,000 
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Here  are  6  places 
you  can  hold  your  next  meeting. 

We  have  over  100  more. 


Where  you  have  your  meeting  can  be  crucial  to  its 
success.  Let  TWA  guide  you  to  a  site  that  is  appro- 
priate and  cost-effective— and  provides  a  little  fun. 

Broad  choice  of  destinations. 

TWA  flies  to  more  than  100  cities  in  the  continen- 
tal U.S.,  plus  Hawaii;  23  cities  in  Europe  and  the 
Middle  East;  as  well  as  the  Bahamas  and  the  Carib- 
bean. This  extensive  domestic  and  international  net- 
work—Which includes  Trans  World  Express  regional 
airlines— gives  you  an  exceptional  array  of  choices. 

A  complete  meeting  planning  service. 

When  you  choose  TWA  as  your  official  carrier, 
you  have  your  own  TWA  Meeting  Specialist  to  han- 
dle the  details  from  start  to  finish. 

Site  selection  to  transportation,  registration  to 
recreation,  accommodations  to  administration.  We 
can  do  it  all.  Or  just  a  little.  It's  up  to  you. 

We'll  work  with  you  or  your  travel  agent.  Either 
way  we  help  you  get  the  most  out  of  your  budget. 
For  example,  your  meeting  attendees  can  enjoy 


special  airfares  on  TWA.  Even  if  they  all  come  from 
different  locations. 

What's  more,  when  attendees  fly  TWA  to  the  meet- 
ing, they  will  receive  2,000  Frequent  Flight  Bonus  Miles, 
in  addition  to  the  actual  miles  flown.  And  if  they're 
not  FFB*  members,  they'll  be  enrolled  automatically 

Call  1  800  TWA-MEET 

Talk  to  a  TWA  professional  meeting  planner 
before  your  next  meeting.  We'll  find  the  right  place 
and  help  you  come  through  with  flying  colors. 


Meeting  Services 
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Thanks,  now  get  out 
of  here 

U'nited's  unions  love  to  hate  Ste- 
phen Wolf,  but  they  can't  deny  the 
airline's  impressive  performance  un- 
der his  stewardship.  Wolf  grew  up  in  a 
tough  working-class  neighborhood  in 
Oakland,  Calif.,  and  earned  a  degree 
in  sociology  from  San  Francisco  State 
University.  He  worked  15  years  at 
American  Airlines,  then  did  short 
stints  at  Continental  Airlines  and  Pan 
Am.  In  1984  he  moved  to  Republic 
Airlines,  which  he  revived  by  slashmg 
labor  costs.  He  turned  years  of  losses 
into  record  profits,  paving  the  way  for 
Republic's  merger  with  Northwest 
Airlines.  Next  stop:  In  1986  Wolf 
joined  the  air  cargo  operator  Flying 
Tiger  Line,  where  again  he  managed 
to  extract  wage  concessions.  For  1987 
the  company  had  record  profits  of  $58 
million,  versus  a  loss  of  $45  million  in 
1986.  Unlike  some  chief  executives. 
Wolf  doesn't  shy  away  from  staring 
down  his  workers. 

United  has  severely  tested  all  of 
Wolf's  airline  experience.  It  began  to 
get  into  trouble  almost  as  soon  as 
airline  deregulation  started,  with  its 
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domestic  market  share  dropping  from 
23%  in  1978  to  17%  in  1987.  Under 
Chairman  Richard  Ferris,  United  had 
changed  its  name  to  Allegis  Corp.  to 
reflect  its  strategy  of  becoming  a  trav- 
el services  company  that  included  not 
only  United  Airlines  but  also  Hertz 
rental  cars  and  Hilton  International 
and  Westin  Hotels. 

But  the  Allegis  approach  didn't 
work;  it  caused  the  airline  to  lose  its 
focus.  For  1986  the  carrier  reported  a 
loss  of  $113  million  on  revenues  of 
$7.1  billion.  In  June  1987  the  United 
board  ousted  Ferris  and  began  to  im- 
plement a  strategy  of  selling  off  all 
nonairline  assets.  Out  went  Hertz, 
Westin  Hotels  and  Hilton  Interna- 
tional, bringing  S3.7  billion  in  much 
needed  cash. 

In  came  Wolf,  and  he  used  the  air- 
line's new  cash  hoard  to  modernize 
United's  jet  fleet.  The  latest  big  order, 
in  1989,  was  for  370  new  aircraft.  The 
tab:  $16  billion.  Wolf  also  began  to 
focus  on  ual's  strength — its  Far  East 
route  system,  which  had  been  bought 
from  Pan  Am  in  1986.  With  United's 
transpacific  traffic  growing  23%  a 
year,  the  airline  boosted  its  Asian  ca- 
pacity 25%  last  year,  and  a  projected 


Stephen  Wolf 


United  Airlines 


$1,287,000 


25%  to  30%  more  this  year.  Mini- 
hubs  in  Seoul  and  Taipei  will  be  up 
and  running  soon  to  complement 
ual's  major  hub  in  Tokyo. 

Despite  Wolf's  failure  to  negotiate 
wage  cuts  with  United's  71,000  em- 
ployees, UAL  has  rebounded  smartly. 
After  reporting  losses  of  $4  million  in 
1987,  United's  parent  company,  ual 
Corp.,  reported  profits  of  $600  million 
in  1988  and  $324  million  last  year. 

But  the  story  may  not  have  a  happy 
ending  for  Stephen  Wolf.  A  $6.6  bil- 
lion management-led  buyout  fell 
apart  last  October  when  the  would-be 
buyers  were  unable  to  secure  financ- 
ing. But  in  March  ual's  largest  share- 
holder. Condor  Partners,  with  an 
11.8%  stake,  supported  employee 
groups  in  their  launch  of  a  $4.3  billion 
buyout  plan.  The  board  of  directors 
recently  approved.  If  the  erstwhile 
new  owners  can  arrange  financing — 
and  that  is  a  big  if — Wolf  could  soon 
be  out  of  a  job. 


258 


FORBES,  MAY  28,  1990 


Invest  in  France 


Allied-Signal  believes  in  it. 


"France  is  the  heart  of  our  European 
operations.  Allied-Signal  has  been 
doing  business  successfully  in  France 
for  decades,  and  we  continue  to  invest 
regularly  in  France.  Why?  Simply 
because  France  is  one  of  Europe's 
acknowledged  technology  leaders  in 
the  industries  we  serve:  aerospace, 
automotive  products  and  engineered 
materials. 

"Today,  our  largest  European  operations 
are  in  France.  We  have  more  than 
6,000  employees  at  16  major  facilities 
who  build,  sell  and  service  our 
products  under  brand  names  like 
Allied,  Bendix,  Garrett,  Jurid, 
Norplex/Oak  and  UOP.  Our  sales  in 
France  exceeded  half  a  billion  dollars 
last  year. 

"Clearly,  investing  in  France  is  good 
business  for  Allied-Signal.  We  believe 
you'll  find  it's  the  right  place  for  your 
business,  too." 

Edward  L.  Hennessy,  Jr., 
Chairman  and 
Chief  Executive  Officer, 
Allied-Signal  Inc. 


Come  and  join  us  before  the  creation  of  the  Single  European  IVJarlcet 


For  information  and  assistance,  contact: 


THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENCY 


For  All  Offices:  Telex  235026  FIDA-UR 


610  Fifth  Avenue 

401  North  Michigan  Avenue 

^^^^■^^r        '^^S'^^^^^l 

1801  Avenue  of  the  Stars 

2727  Allen  Parkway 

Suite  301 

Suite  3045 

Suite  410 

Suite  960 

New  York,  NY  10020 

Chicago,  IL  60611 

H'   ''fl 

Los  Angeles,  CA  90067 

Houston,  TX  77019 

(212)757-9340 

(312)661-1640 

^■^  ^^^1 

(213)879-0352 

(713)526-1565 

Fax:(212)245-1568 

Fax:(312)661-0623 

^^^H^h.  '^Si^^^^l 

Fax:(213)785-9213 

Fax:(713)526-3802 

Corporate  America's  Most  Powerful  People 


TlcI  Vi  jtlK-n  QuaJram 


David  A.  Jones 


Humana 


$2,526,000 


Patience  and  imtients 

W'hat  almost  crippled  Humana 
four  years  ago?  Getting  into  the 
health  insurance  business.  What 
helped  turn  it  around?  Gettmg  into 
the  health  insurance  business. 

David  A.  Jones,  58,  chief  execucvc 
and  cofounder  of  Humana,  saw  health 
insurance  as  a  potential  feeder  system 
that  could  guarantee  a  steady  mflux  of 
patients  for  Humana's  85  hospitals. 
Great  idea  on  paper.  But  when  Jones 
first  tried  it  on  a  large  scale  in  the 
early  1980s,  it  was  a  disaster. 

Humana  first  signed  contra'  ts  with 


state  and  local  governments,  agreeing 
to  provide  hospital  care  for  a  fixed 
cost  to  a  population  of  indigent  pa- 
tients in  Louisville,  Ky.,  Humana's 
hometown.  That  worked  fine. 

Then,  in  1984,  Jones  decided  to  try 
offering  health  insurance  and  health 
care  plans  nationwide.  Rut  initial  pro- 
jections were  overly  optimistic  about 
the  number  of  people  who  would  sign 
up  for  the  plans.  Also,  Jones  hoped 
that  some  three-quarters  of  enrollees 
who  required  hospitalization  would 
use  Humana's  hospitals;  but  only 
45%  did. 

It  should  have  been  no  surprise:  The 
plans  were  offered  m  some  markets 


where  there  weren't  any 
Humana  hospitals  to  go 
to.  What's  more,  even  in 
those  markets  where 
there  were  Humana  hos- 
pitals, lax  controls  al- 
lowed patients  to  easily  go 
to  rival  facilities. 

By  1986,  when  the  com- 
pany was  celebrating  its 
silver  anniversary,  there 
wasn't  much  to  celebrate. 
For  the  first  time  in  its 
history,  Humana's  earn- 
ings declined,  falling  75% 
after  Humana  wrote  off 
$130  million,  mostly 
health  insurance  losses. 
The  company's  market 
value  tumbled  from  $3.6 
billion  to  $1.9  billion. 

Jones,  a  cpa  with  a  law 
degree  from  Yale,  didn't 
give  up.  To  make  sure  pa- 
tients landed  in  Humana 
hospitals,  the  company 
tightened  its  controls  and 
negotiated  contracts  with 
over  15,000  physicians. 
Jones  also  made  efforts  to 
insure  mainly  people  liv- 
ing within  range  of  Hu- 
mana facilities. 

Now  the  health  and  in- 
surance plans  are  filling 
the  company's  hospital 
beds  as  intended.  Today 
some  70%  of  the  compa- 
ny's insurance  customers 
that  require  hospitaliza- 
tion use  Humana  hospi- 
tals. The  company  also  re- 
worked some  of  its  fees 
and  expanded  enrollment,  to  more 
than  a  million  members.  Humana  has 
even  signed  up  hospitals  outside  its 
network  to  provide  care — at  reduced 
rates,  of  course. 

Both  Humana's  health  insurance 
and  health  care  plans  are  now  profit- 
able. Humana's  earnings,  meanwhile, 
recovered  to  a  record  $256  million  on 
revenues  of  $4.1  billion  in  the  fiscal 
year  ended  last  August.  Shareholders 
are  feeling  much  better,  too,  with  Hu- 
mana stock  recently  trading  at  41,  up 
from  a  low  of  19  in  1986.  The  com- 
pany's market  value  is  now  about  $4 
billion. 
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Our  smartest  instincts 

•  for  the  future 

run  to  natural  gas. 


Clean-burning  and  abundant,  natural  gas  provides  us  with 

hope  for  a  safer  environment  and  a  more  energy 
independent  America.  Clearly,  natural  gas  should  be  the 
fuel  of  the  1990s.  And  Enron  will  be  there  to  provide  it. 

Backed  by  $8.7  billion  in  assets,  Enron  Corp.  operates  the 

nation's  largest  natural  gas  transmission  system  and 

markets  gas  and  liquid  fuels  nationally  and  worldwide. 

We  are  also  a  very  large  independent  producer  of  natural 

gas  through  Enron  Oil  &  Gas  Company  and  are  active  in 

cogeneration  and  independent  power  production. 


Working  natural  wonders  in  the  energy  world. 


^ 


CORP 

Houston,  Texa.s 
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Corporate  America's  Most  Powerful  People 


W.  Ray  Wallace 


Trinity  Industries 


$5,100,000 


Order  breaks  out 

One  company's  pleasure  is  another 
company's  pain.  Take  the  case  of 
Dallas-based  Trinity  Industries.  Un- 
like another  turnaround  story,  Chica- 
go's GATX  (seep.  244),  Trinity  decided 
to  remain — and  expand — in  the  rail- 
car  manufacturing  business  in  the 
early  1980s,  even  though  the  business 
was  a  mess.  In  1983,  U.S.  railcar  pro- 
duction sank  to  5,800  cars,  down 
sharply  from  96,000  four  years  earlier. 
Trinity  felt  the  pinch,  reporting  a 
loss  of  $6  million  on  sales  of  $455 


million  for  the  fiscal  year  ending  Mar. 
31,  1985.  It  was  the  company's  first 
loss  in  27  years. 

The  man  in  charge  then  and  now  is 
W.  Ray  Wallace.  "We  knew  that  rail- 
cars  was  not  a  business  that  would  be 
gone  forever,"  explains  Wallace,  67, 
in  his  soft  Texas  drawl.  "We  also 
knew  you  didn't  often  get  opportuni- 
ties to  acquire  large  portions  of  the 
industry  at  reasonable  prices." 

Wallace's  optimism  was  based  on  an 
instinctive  feel  for  the  business.  He 
knew  that  there  are  about  1 .25  million 
railcars  in  the  U.S.,  and  they  eventual- 
ly need  to  be  replaced.  Replacement 


can  be  postponed,  but  not 
forever.  Thus,  after  several 
depressed  years,  sales  re- 
bounded. Now  they  are 
booming.  Last  year,  for  ex- 
ample, railcar  deliveries 
jumped  24%,  to  some 
30,000  units.  Demand  is 
expected  to  go  even  higher 
before  long. 

Convinced  that  the 
jump  in  orders  would  even- 
tually come,  Wallace  re- 
solved back  in  the  early 
1980s  to  be  one  of  the  in- 
dustry'ssurvivors.  After  44 
years  at  Trinity  and  32 
years  as  the  company's 
chief  executive,  Wallace 
moved  with  stealth.  He 
quietly  took  cash  from 
Trinity's  profitable  con- 
tainer and  structural  steel 
businesses  and  bought  up 
four  of  his  company's  ri- 
vals, including  Pullman 
Standard,  once  the  largest 
manufacturer  of  freight 
cars  in  the  U.S.  In  the  mid- 
1980s  the  number  of  railcar 
producers  fell  from  1 7  to  6. 
Trinity,  meanwhile,  tri- 
pled its  capacity,  enabling 
the  company  to  make 
25,000  railcars  a  year, 
about  50%  of  U.S.  capacity 
for  non-passenger  railcars. 
Trinity's  specialty. 

Wallace  figures  that 
during  the  early  1990s 
there  should  be  demand 
for  40,000  to  50,000  new 
railcars  a  year.  Already 
the  business  has  picked  up,  pushing 
Trinity's  overall  sales  up  by  30%,  to 
$1.3  billion,  for  the  fiscal  year  ending 
Mar.  31,  1990;  earnings  for  the  same 
period  are  expected  to  jump  17%,  to 
about  $35  million.  The  following  year 
they  could  reach  $45  million. 

Could  there  be  another  shock 
around  the  comer?  Unlikely.  The 
1980s  railcar  glut  was  caused  largely 
by  tax  shelters  and  favorable  deprecia- 
tion rules,  both  of  which  have  been 
tightened  up.  Says  Wallace,  "Wc  arc 
now  back  mto  an  orderly  replacement 
market."  Orderly,  and  increasingly 
profitable. 
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Like  modem  pioneers, 

we're  moving  into  areas  mat 

offer  the  best  opportunities 

for  fumre  growth. 


The  spirit  of  the  Old 
West  is  alive  and  well  in 
the  telecommunications 
industry  today.  New- 
opportunities  are 
created  almost  daily. 
And  those  who  move 
quickly  reap  the 
rewards. 

At  ALLTEL 
Corporation,  we  are  • 
doing  just  that. 

We're  building  on  a 
solid  base  of  regulated 
telephone  operations, 
while  moving 
aggressively  into  high- 
growth,  non-regulated 
fields  like  cellular 
telephones,  distribution  and  long  distance. 

As  a  result,  our  shareholders  are  enjoying  record 
dividend  growth  and  an  average  annual  total  return 
of  36%  for  the  past  five  years. 

And  we're  rising  fast  on  the  Forbes  500. 
If  you  share  this  pioneer  spirit,  we  invite  you  to 
join  us  for  what  promises  to  be  a  singularly 
rewarding  journey. 


wOJUXEl 


CORPORATION 

For  more  information,  call  (501)  661-8999  or  write  to:  ALLTEL  Investor  Relations  •  P.  O.  Box  2177  •  Little  Rock,  AR  72203 


The  Goodyear  Eagle  GA. 
Audi's  choice  for  the  flagship 

of  their  line. 


The  Audi  V8  Quattro  is  a  car  so 
complete  that  it  offers  only  one  option: 
Pearlwhite  clearcoat  metallic  paint. 

Everything  else  is  standard.  Includ- 
ing full-time  all-wheel  drive.  A  32-valve 
V8  engine.  An  anti-lock  braking  system. 
Free  scheduled  maintenance  for  3  years/ 
50,000  miles.  A  cellular  phone. 

And  Goodyear  Eagle  GA  Touring 
Radials. 

The  Eagle  GA  Touring  Radial 
was  designed  for  cars  like  the  Audi  V8 
Quattro.  Cars  that  perform,  but  not  at 
the  expense  of  comfort. 

In  fact,  the  Goodyear  Eagle  GA 
Touring  Radial  is  a  tire  where  luxury 
meets  performance.  And  both  win. 

The  Audi  V8  Quattro  is  not  the 


only  car  on  which  the  Goodyear  Eagle 
GA  Touring  Radial  can  be  found. 

It  is  fitted,  as  original  equipment,  to 
eight  other  cars.  And  it  is  available  to  fit 
many  different  makes. 

You  can  obtain  details  of  the  avail- 
ability of  Eagle  GA  Touring  Radials 
from  your  local  Goodyear  retailer.  (Call 
1-800-CAR-1999  to  find  the  Goodyear 
retailer  nearest  you.) 

As  you'll  discover,  every  Goodyear 
Eagle  GA  Touring  Radial  is  speed- 
rated.  It  is  available  in  all-season,  mud 
and  snow  versions. 

And  it  offers  an  astonishingly  quiet, 
smooth  ride. 

All  in  all,  it  is  quite  a  tire.  Just  like 
the  cars  it  was  designed  for. 


^' 


.   GOODfYEAR 

The  best  tires  in  the  world  have  Goodyear  written  all  over  them. 


Corporate  America^  Most  Powerful  People 


THE  PAY 


Here  is  the  most  comprehensive  report  to  date  on 
the  1989  compensation  granted  to  America's  top 
corporate  executives.  These  800  chieftains  earned 
$712  million  in  salaries  and  bonuses  last  year,  plus  a 
further  $291  million  in  stock  gains,  mainly  from  exercis- 
ing options.  Add  it  up.  A  cool  $1  billion,  divided  among 
800  individuals. 

Too  much?  Some  would  say  so,  but  when  stacked 
against  their  companies'  combined  profits  of  $175  billion 
and  revenues  of  $3.46  trillion  it  doesn't  seem  so  high.  A 
penny  on  every  IVi  profit  dollars;  a  penny  on  every  49 
revenue  dollars.  Where  the  chief  executive's  efforts  made  a 
visible  improvement  in  profits,  these  efforts  are  clearly 
worth  a  lot  of  money. 

Not  every  executive  on  this  Ust  deserved  what  he  got. 


There  seems  to  be  a  feeling  that  if  you  head  a  big  company 
you  should  earn  at  least  $1  million  a  year:  A  surprising  347 
of  our  800  reached  or  topped  that  figure.  Many  of  those 
who  got  there  did  so  with  the  help  of  stock  gains,  but  239 
executives  made  $  1  million  or  more  in  salary  and  bonuses 
alone,  up  from  208  last  year. 

With  few  exceptions,  the  800  executives  listed  below 
run  America's  largest  companies.  The  table  is  organized 
alphabetically  by  company  name.  To  see  where  each  chief 
executive  stands,  simply  check  the  right-hand  page  for  the 
column  labeled  "Rank  among  800  execs."  That  shows 
how  the  total  compensation  of  each  corporate  chief  com- 
pares with  the  other  799.  Think  of  it  as  a  scorecard. 

The  "Salary  -i-  bonus"  category  includes  all  cash,  de- 
ferred salary  and  bonus  payments  in  1989,  as  well  as 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 
with 
firm 

(years) 
as 
CEO 

Abbott  Laboratories/Duane  L  Bumham 

48 

Excelsior  MN 

Minnesota,  BS  '63/Minnesota,  MBA  72 

financial 

8 

+ 

Aetna  Life  &  Cas/James  T  Lynn 

63 

Cleveland  OH 

Case  Western  Res,  BA  '48/Harvard,  LLB  '51 

legal 

12 

5 

HF  Ahmanson/Richard  H  Deihl 

61 

Whittier  CA 

Whittier,  BA  '49 

banking 

31 

6 

Air  Prods  &  Chems/Dexter  F  Baker 

63 

Worcester  MA 

Lehigh,  BA  '50/Lehigh,  MBA  '57 

technical 

38 

3 

Albertsoo'sAVarren  E  McCain 

64 

Logan  KS 

Oregon  St,  AA  '48 

operations 

39 

13 

Alco  Standard/Ray  B  Mundt 

61 

Appleton  WI 

Wis  Milw,  BS  '53 

operations 

20 

10 

Alexander  &  Alexander/Tinsley  H  Irvin 

56 

Comelia  GA 

Georgia  St,  BBA  '55 

insurance 

37 

3 

Alexander  &  Baldwin/Robert  J  Pfeiifer 

70 

Fiji 

operations 

30 

10 

Allegheny  Ludlum/Richard  P  Simmons 

59 

Bridgeport  CT 

MTT,  BS  '53 

operations 

22 

9 

Allegheny  Power/Klaus  Bergman 

59 

Germany 

Colimibia,  AB  '53/Columbia,  LLB  '55 

legal 

18 

5 

Allergan/Gavin  S  Herbert 

58 

Los  Angeles  CA 

use,  BS  '54 

administration 

40 

30 

Allied-Signal^dward  L  Hennessy  Jr 

62 

Boston  MA 

Fairleigh  Dickinson,  BA  '55 

financial 

11 

11 

AllteL^oe  T  Ford 

52 

Conway  AR 

Arkansas,  BS  '59 

administration 

31 

3 

Alcoa/Paul  H  O'Neill 

54 

St  Louis  MO 

Cal  St  Fresno,  BA  '60/Indiana,  MPA  '66 

administration 

3 

3 

ALZA  Corp/Martin  S  Gerstel 

48 

Norwalk  CT 

Yale,  BS  '64/Staniord,  MBA  '68 

hnancial 

22 

3 

AMAX/ Allen  Bom 

56 

Durango  CO 

Texas  El  Paso,  BS  '58 

technical 

23 

4 

AmBase/George  T  Scharffenberger 

71 

Holhs  NY 

Columbia,  BS  '40 

financial 

5 

t 

Amdahl/John  C  Lewis 

54 

Livingston  MT 

Cal  St  Fresno,  BS  '57 

marketmg 

13 

7 

Amerada  Hess/Leon  Hess* 

76 

Asbury  Park  NJ 

administration 

44 

25 

American  BrandsAVilliam  J  Alley 

60 

Vemon  TX 

Oklahoma,  BBA  '51/Oklahoma,  JD  '54 

insurance 

23 

3 

American  Capital/Jack  D  Burstein 

44 

Poland 

CUNY  City  Col,  BA  '66 

financial 

6 

6 

American  Cyanamid/George  J  Sella  Jr 

61 

New  York  NJ 

Princeton,  BS  '50/Harvard,  MBA  '52 

operations 

36 

7 

American  ElectricAVillis  S  White  Jr 

63 

Portsmouth  VA 

Virgima  Polytech,  BS  '48/Mrr,  MS  '58 

technical 

42 

14 

American  Express/James  D  Robinson  in 

54 

Atlanta  GA 

Georgia  Tech,  BS  '57/Harvard,  MBA  '61 

financial 

19 

13 

American  Family/John  B  Amos* 

65 

Enterpnse  AL 

Miami,  BA  '44/Flonda,  JD  '49 

legal 

35 

35           , 

American  General/Harold  S  Hook 

58 

Kansas  City  MO 

Missouri,  BS  '53/Missouri,  MA  '54 

insurance 

20 

12           t 

•Company  founder.     JNew  CEO,  less  than  SL^ 

TiOnthii' 

•eivice. 

1 
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directors'  fees  and  commissions.  The  "Other"  column 
includes  payments  made  under  long-term  compensation 
plans,  restricted  stock  awards  vested  or  released  from 
restrictions  in  1989,  thrift  plan  contributions,  company- 
paid  health  and  insurance  plans  and  other  benefits  such  as 
an  automobile  allowance. 

In  the  "Stock  gains"  column  you  can  find  the  net  value 
in  shares  or  cash  realized  from  the  exercise  of  stock  op- 
tions (or  stock  appreciation  rights)  executed  during  the 
fiscal  year.  Note  that  these  gains  are  not  always  in  cash, 
since  many  executives,  including  Coca-Cola's  Roberto  C. 
Goizueta,  hold  on  to  their  shares. 

Craig  McCaw,  head  of  McCaw  Cellular  Communica- 
tions, was  the  nation's  most  highly  compensated  execu- 
tive last  year,  earning  $289,000  in  salary  and  bonuses,  and 


$53  million  in  stock  gains. 

McCaw  aside,  do  these  executives  have  enough  faith  in 
their  own  companies  to  invest  a  substantial  portion  of 
their  net  worth  in  them?  Some  do,  some  don't.  The  800  as 
a  group  own  $32  billion  of  their  companies'  stock — an 
average  of  $40  million  worth.  The  column  headed  "Stock 
owned"  shows  the  value  of  each  executive's  holdings  as  a 
percentage  of  his  firm's  total  market  value. 

In  determining  stock  holdings  we  include  shares  of 
beneficial  interest  and  shares  held  by  an  executive's  wife 
and  children,  even  if  ownership  is  legally  disclaimed. 
Shares  held  by  family  members  active  in  the  business  or  by 
foundations  are  not  included.  Also  excluded,  where  possi- 
ble, is  stock  with  shared  voting  and  investment  power  that 
could  not  be  specifically  attributed  to  the  chief  executive. 


Salary 
(000) 

Compensat 

-1-  bonus 
%  change 

total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data' 
sales            profits 
(mil)               (mil) 

Company 

other 
(000) 

stk  gains 
(000) 

$850 

NA 

$3 

$431 

$l,284tt 

248 

0.03% 

$4.4 

$5,380 

$859.8 

Abbott  Laboratories 

1,052 

-7% 

224 

848 

2,123 

103 

0.03 

1.3 

19,671 

639.4 

Aetna  Life  &  Gas 

1,189 

16 

17 

437 

1,644 

171 

0.19 

3.1 

4,372 

193.9 

HF  Ahmanson 

1,019 

2 

18 

1,683 

2,720 

68 

0.27 

7.6 

2,654 

210.4 

Air  Prods  &.  Chems 

1,058 

9 

22 

— 

1,080 

322 

0.51 

18.9 

7,423 

196.6 

Albertson's 

1,186 

-16 

— 

63 

1,248 

260 

0.51 

6.4 

4,207 

110.3 

Alco  Standard 

652 

41 

6 

— 

658 

507 

0.12 

1.2 

1,249 

59.0 

Alexander  &.  Alexander 

1,473 

11 

509 

3,476 

5,459 

20 

0.41 

5.7 

620 

202.7 

Alexander  &.  Baldwin 

916 

4 

10 

— 

926 

387 

29.51 

273.6 

1,180 

133.8 

Allegheny  Ludlum 

439 

34 

— 

— 

439 

653 

t 

0.1 

2,258 

194.9 

Allegheny  Power 

402 

NA 

2 

355^ 

759 

461 

0.64 

6.5 

807 

57.3 

Allergan 

1,675 

8 

1,677 

— 

3,352 

47 

0.09 

4.4 

1 1,942 

528.0 

Allied-Signal 

725 

11 

49 

— 

774 

453 

0.36 

7.6 

1,226 

153.9 

Alltel 

1,307 

17 

13 

— 

1,320 

236 

t 

§ 

10,910 

944.9 

Alcoa 

324 

NA 

— 

— 

324 

730 

0.32 

3.6 

82 

18.8 

ALZA  Corp 

1,185 

-7 

113 

— 

1,298 

243 

0.01 

0.2 

3,892 

360.4 

AMAX 

1,544 

NA 

190 

— 

l,735tt 

151 

1.49 

3.3 

3,526 

96.0 

AmBase 

865 

-7 

621 

— 

1,486 

202 

0.07 

1.1 

2,101 

153.0 

Amdahl 

300 

:    0 

10 

— 

310 

735 

12.71 

473.1 

5,589 

476.3 

Amerada  Hess 

1,542 

14 

175 

408 

2,125 

102 

0.03 

1.5 

7,265 

630.8 

American  Brands 

516 

38 

16 

— 

532" 

584 

4.51 

0.3 

647 

-21.6 

American  Capital 

1,063 

-37 

573 

525 

2,161 

98 

0.04 

2.1 

4,825 

292.0 

American  Cyanamid 

656 

6 

6 

— 

662 

504 

0.02 

0.9 

5,140 

628.9 

American  Electric 

2,600 

-6 

937 

— 

3,537 

45 

0.13 

14.9 

25,047 

1,157.0 

American  Express 

4,629 

25 

60 

119 

4,809 

27 

2.30 

25.7 

2,438 

80.8 

American  Family 

1,234 

13 

119 

— 

1,353 

226 

0.13 

5.9 

4,227 

464.0 

American  General 

'Sales  and  profits  as  reponed  in  the  Forbes  5(X)s  Annual  Direaory  issue,  Apr.  30,  1990. 
than  0.01%.     §Less  than  $100,000.    "Prior-year  data.     ttNew  CEO;  cash  compensation 

^Spun  off  from  SmithKline  Beckman;  options  exercised 
is  for  another  executive  office.    NA:  Not  available. 

were  for  SKB  shares.     fLess 
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Corporate  America's  Most  Pow^ilful  People 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

d -s  d 

Hi 

(years)          r 
as        ' 
CEO 

American  Greetings/Morry  Weiss 

50 

Czechoslovakia 

Case  Western  Res,  BA  '61 

administration 

29 

2 

American  Home  Prods/John  R  Stafford 

52 

Harrisburg  PA 

Dickinson,  BA  '59/Geo  Washington,  LLB  '62 

legal 

20 

3 

American  Intl  Group/Maurice  R  Greenberg 

65 

New  York  NY 

Miami,  BA  '48/New  York  Law  Sch,  LLB  '50 

insurance 

29 

23 

American  Natl  Ins/Orson  C  Clay 

59 

Bountiful  UT 

Brigham  Young,  BS  '55/Harvard,  MBA  '59 

financial 

20 

13 

American  Petrofina/Ronald  W  Haddock 

49 

St  Elmo  IL 

Purdue,  BS  '63 

administration 

4 

1 

American  President/W  Bruce  Seaton 

65 

Philadelphia  PA 

UCLA,  BS  '49 

financial 

20 

7 

American  Savings/William  G  Lillis 

59 

Ann  Arbor  MI 

Renss  Polytech,  BCE  '52 

banking 

13 

t         ' 

American  Stores/Jonathan  L  Scott 

60 

Nampa  ID 

Idaho,  BA '51 

retailing 

3 

1 

American  Tel  &  Tel/Robert  E  Allen 

55 

Joplin  MO 

Wabash,  BA  '57 

administration 

33 

2 

AmeriFirst  Bank/ Alfred  L  Teti 

55 

Philadelphia  PA 

banking 

1 

1 

Ameritech/William  L  Weiss 

61 

Big  Run  PA 

Penn  St,  BS  '51 

operations 

39 

6 

Ameritrust/Jerry  V  farrett 

58 

Abilene  TX 

Oklahoma,  BBA  '57/Harvaid,  MBA  '63 

bankmg 

16 

6 

Ames  Dept  Stores/Peter  B  Hollis' 

47 

Newton  MA 

Vermont,  BS  '65 

reuihng 

4 

3 

Amoco/Richard  M  Morrow 

64 

Wheeling  WV 

Ohio  St,  BS  '48 

technical 

42 

7 

AMP/Harold  A  Mclnnes 

62 

Groton  CT 

MIT,  BSME  '49 

operations 

25 

t 

AMR/Robert  L  Crandall 

55 

Westerly  RI 

Rhode  Island,  BS  '57/Petmsylvania,  MBA  '60 

financial 

17 

5 

AmSouth  Bancorp/John  W  Woods 

58 

Evanston  IL 

U  of  the  South,  BA  '54 

banking 

21 

18 

Anadaiko  Petroleum/Robert  J  Allison  Jr 

51 

Evanston  IL 

Kansas,  BS  '60 

technical 

17 

11 

Anchor  Savings  Bank/James  M  Large  Jr 

58 

Philadelphia  PA 

Princeton,  BSE  '54 

banking 

I 

1 

Anheuser-Busch  Cos/ August  A  Busch  in 

52 

St  Louis  MO 

operations 

33 

15 

Aon/Patrick  G  Ryan 

53 

Milwaukee  WI 

Northwestern,  BS  '59 

insurance 

26 

8 

Apple  Bancorp/Jerome  R  McDougal 

62 

Lyntrook  NY 

bankmg 

9 

4 

Apple  Computer/John  ScuUey 

51 

New  York  NY 

Brown,  BS  '61 /Pennsylvania,  MBA  '63 

marketing 

7 

7 

Archer  Daniels/Dwayne  O  Andreas 

72 

Worthington  MN 

financial 

20 

20 

Argonaut  Group/Charles  E  Rinsch 

57 

Vincennes  IN 

Indiana,  BS  '53/Stanford,  MBA  '60 

financial 

24 

2 

Arkla/Thomas  F  McLarty  III 

43 

Hope  AR 

Arkansas,  BA  '69 

administration 

7 

5 

Armco/Robert  L  Purdum 

54 

Wilmington  OH 

Purdue,  BS  '56 

technical 

28 

1 

Armstrong  World  Inds/William  W  Adams 

56 

Dubuque  LA 

Iowa  St,  BS  '56 

marketing 

34 

2 

Arvin  Industries/James  K  Baker 

58 

Wabash  IN 

DePauw,  BA  '53/HarvaTd,  MBA  '58 

administration 

35 

9 

Asarco/Richard  de  J  Osborne 

56 

Bronxville  NY 

Princeton,  AB  '56 

financial 

15 

4 

Ashland  Oil/John  R  Hall 

57 

Dallas  TX 

Vanderbilt,  BS  '55 

operations 

32 

9 

Atlantic  Energy /E  Douglas  Huggard 

56 

Wilmington  DE 

Delaware,  BME  '55/Delaware,  MME  '60 

technical 

35 

5 

Atlantic  Richfield/Lodwrick  M  Cook 

61 

Castor  LA 

Louisiana  St,  BS  '50/So  Methodist,  MBA  '65 

operations 

34 

5 

Autodesk 'Alvar  J  Green 

44 

England 

Eastern  Michigan  U,  BS  '74 

financial 

6 

4 

Automatic  Data/Josh  S  Weston 

61 

Brooklyn  NY 

CUNY  City  Col,  BS  '50/U  of  N  Zealand,  MA  '52 

operations 

20 

7 

Avery  Intemational/Chailes  D  Miller 

62 

Hartford  CT 

Johns  Hopkins,  AB  '49 

marketing 

26 

12 

Avnet/Leon  Machiz 

65 

Brooklyn  NY 

marketing 

38 

r 

Avon  Products/James  E  Preston 

57 

Cleveland  OH 

Northwestern,  BS  '55 

marketing 

26 

1 

Baker  Hughes/James  D  Woods 

58 

Falmouth  KY 

Cal  St  Fullerton,  BA  '66 

financial 

35 

3 

Bally  Manufacturing/Robert  £  MuUane  Jr 

58 

Cincinnati  OH 

Georgetown,  BA  '54/Harvard,  MBA  '56 

administration 

17 

10 

Baltimore  Bancorp/Harry  L  Robinson 

61 

Baltimore  MD 

Baltimore  Commerce,  BS  '72/Loyola,  MBA  '80 

banking 

43 

5 

Baltimore  G&E/George  V  McGowan 

62 

Baltimore  MD 

Maryland,  BS  '51 

technical 

39 

2 

Banc  One/John  B  McCoy 

46 

Columbus  OH 

Williams,  BA  '65/Stanford,  MBA  '67 

banking 

23 

6 

'Succeeded  by  Stephen  L  Pistner,  5/1/90.     tNew 

CEO, 

ess  than  six  months' 

service. 
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_^.__ 

total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data^ 
sales             profits 
(mil)              (mil) 

Company 

Salary  +  bonus                other 
(000)          %  change          (000) 

stk  gains 
(000) 

$555 

NA 

$102 

— 

$657 

508 

1.21% 

$12.8 

$1,263 

$67.6 

American  Greetings 

1,185 

10% 

24 

$2,105 

3,314 

51 

0.03 

4.5 

6,747 

1,102.2 

American  Home  Prods 

1,570 

61 

— 

— 

1,570 

182 

2.17 

323.9 

14,150 

1,367.5 

Ajnerican  Intl  Group 

559 

-24 

11 

— 

570 

562 

0.09 

0.9 

1,013 

101.4 

Amencan  Natl  Ins 

402 

18 

15 

— 

417 

670 

t 

§ 

3,036 

119.1 

American  Petrofina 

588 

-19 

67 

— 

654 

509 

0.72 

3.5 

2,234 

11.3 

American  President 

300 

NA 

132 

— 

432 

656 

0.35 

§ 

429 

2.3 

American  Savings 

NA 

0 

— 

— 

— 

— 

t 

§ 

22,004 

118.1 

American  Stores 

1,744 

36 

407 

— 

2,151 

100 

t 

2.3 

36,112 

2,697.0 

American  Tel  &  Tel 

383* 

NA 

100 

— 

483 

624 

t 

§ 

422 

-134.7 

AmeriFirst  Bank 

1,305 

4 

31 

— 

1,336 

232 

0.02 

2.4 

10,211 

1,238.2 

Ameritech 

670 

-11 

26 

284 

980 

358 

0.17 

1.1 

1,200 

115.9 

Ameritrust 

889 

50 

10 

— 

899** 

401 

0.06 

§ 

5,295 

0.2 

Ames  Dept  Stores 

j            1,559 

22 

458 

187 

2,204 

94 

0.03 

6.7 

23,966 

1,610.0 

Amoco 

470 

NA 

57 

— 

527tt 

588 

0.02 

1.1 

2,797 

280.9 

AMP 

1,067 

7 

540 

474 

2,081 

111 

0.21 

8.2 

10,480 

454.8 

AMR 

562 

-1 

— 

— 

562 

566 

0.23 

1.2 

890 

63.2 

AmSouth  Bancorp 

954 

-3 

— 

403 

1,357 

225 

0.54 

9.1 

361 

48.0 

Anadarko  Petroleum 

375* 

NA 

90 

— 

465 

635 

0.05 

§ 

844 

-47.5 

Anchor  Savings  Bank 

1,464 

-5 

21 

7,397 

8,882 

11 

1.30 

137.8 

9,481 

767.2 

Anheuser-Busch  Cos 

789 

67 

48 

— 

838 

419 

13.48 

303.9 

2,325 

232.4 

Aon 

656 

39 

15 

— 

671 

500 

0.52 

§ 

360 

21.1 

Apple  Bancorp 

2,251 

-9 

— 

— 

2,251 

90 

0.31 

14.9 

5,372 

438.4 

Apple  Computer 

1,338 

21 

— 

128 

1,466 

205 

3.34 

207.0 

7,745 

482.3 

Archer  Daniels 

456 

44 

— 

— 

456 

643 

0.15 

1.0 

546 

81.6 

Argonaut  Group 

483 

-3 

80 

— 

562 

567 

0.07 

1.3 

2,246 

-84.3 

Arkla 

490 

NA 

96 

294 

880tt 

409 

0.06 

0.5 

2,423 

165.0 

Armco 

580 

17 

6 

115 

701 

491 

0.03 

0.5 

2,513 

187.6 

Armstrong  World  Inds 

460 

NA 

5 

234 

699 

495 

0.64 

1.9 

1,541 

18.4 

Arvin  Industries 

1,058 

7 

6 

18 

1,082 

321 

0'.06 

0.7 

2,211 

231.2 

Asarco 

937 

-6 

.  7 

691 

1,635 

173 

0.08 

1.6 

8,047 

12.3 

Ashland  Oil 

325 

NA 

9 

— 

334 

725 

0.05 

0.4 

705 

81.0 

Atlantic  Energy 

1,930 

19 

73 

349 

2,352 

82 

0.04 

6.7 

15,351 

1,953.0 

Atlantic  Richfield 

233 

NA 

— 

— 

233** 

760 

0.06 

0.6 

179 

46.4 

Autodesk 

669 

17 

1 

— 

671 

501 

0.32 

11.7 

1,689 

196.2 

Automatic  Data 

1,004 

12 

53 

1,064 

2,121 

104 

0.24 

2.7 

1,732 

86.5 

Avery  International 

926 

2 

— 

— 

926 

386 

0.17 

1.8 

1,801 

63.4 

Avnet 

844 

^        15 

40 

— 

884 

407 

0.34 

6.7 

3,300 

54.6 

Avon  Products 

1,108 

9 

— 

— 

1,108 

311 

0.16 

4.9 

2,341 

92.6 

Baker  Hughes 

1,680 

-8 

146 

728 

2,554 

74 

2.33 

7.4 

2,069 

25.8 

Bally  Manufacturing 

325 

11 

— 

8 

334 

724 

0.23 

0.3 

338 

17.3 

Baltimore  Bancorp 

455 

7 

45 

— 

500 

610 

0.08 

2.0 

2,004 

276.3 

Baltimore  G&E 

1,076 

8 

— 

80 

1,156 

291 

0.22 

8.1 

3,163 

348.2 

Banc  One 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Direaory-  issue.  Apr.  30. 1990.     'Annualized  salars'.     ±Less  than  0,01%. 
year  data.     ttNew  CEO;  cash  compensation  is  for  another  executive  office.    NA:  Not  available. 

§Less  than  $100,000.     ""Prior- 
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Since 
1980,  Fannie 
Mae  has 
raised  over 

$450  billion  at  home  and 
abroad  to  finance  housing 
here  in  America. 

But  more  important 
than  the  dollar  amount 
is  the  people  amount- 
the  number  of  families 
we  helped  put  in  decent 
housing.  Over  7  million 
in  the  1980s  alone. 

Families  who  found 
no  matter  where  in  the 
country  they  lived, 
mortgage  money  was 
always  available  at  the 
most  affordable  cost  possible. 

And  the  mortgages  we 
financed  for  these  families 
during  the  last  decade  aver- 
aged only  about  $60,000. 


Then  there  were  those 
families  who  found  homes  in 
one  of  the  over400,000  rental 


units  financed  through  Fannie 
Mae's  multifamily  programs. 

And  very  important  to  us, 
families  who  needed  help  and 
found  that  help  in  one  of  the 


i 


many  low- and  moderate- 
icome  programs  that  Fannie 
Itee  has  developed. 


Every  one  of  these  fami- 
es  benefited  from  an  idea  that 
lorks:  Fannie  Mae. 
I      They  benefited  from  our 
efficiency  in  executing  that 


idea  all 
through 
the  last 
decade. 
That's  the  role  Congress 
assigned  us  over  50  years  ago. 
Arole  that  dedicates 
Fannie  Mae  to  the 
availability  of  mortgage 
money  at  the  lowest 
possible  cost. 

At  Fhnnie  Mae,  that's 
our  only  business.  And 
we  know  how  important 
it  is  to  the  American 
people  that  we  do  it  well. 

Throughout  the 
next  decade,  millions  of 
American  families  will  be 
looking  for  a  home. 

And  Fannie  Mae  will 
be  there  to  help  them  find  it. 

FannieMae 

The  USA's  Housing  Partner 


Corporate  America's  Most  Powerful  People 


* 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years)          | 

as 

CEO 

f 

Banco  Popular  PR/Richard  L  Carrion 

37 

San  Juan  PR 

Pennsylvania,  BS  '75/MIT,  MA  '76 

banking 

14 

1 

Bancorp  Hawaii/H  Howard  Stephenson 

60 

Wichita  KS 

Michigan,  BA  '50/Missouri,  JD  '58 

banking 

31 

1 

Bandag/Martin  C  Carver 

42 

Davenport  LA 

U  of  Iowa,  BA  '70/Indiana,  MBA  '72 

hnancial 

11 

8 

Bank  of  Boston/Ira  Stepanian 

54 

Cambridge  MA 

Tufts,  BA  '58/Boston  C,  MBA  '71 

banking 

27 

3 

Bank  of  New  England/Lawrence  K  Fish 

45 

Chicago  XL 

Drake,  BA  '66/Harvard,  MBA  '68 

banking 

t 

+ 

Bank  of  New  York/John  Carter  Bacot 

57 

Utica  NY 

Hamilton,  AB  '55/ComeU,  LLB  '58 

financial 

30 

8 

1 

Bank  South/Robert  P  Guyton 

53 

Blue  Mountain  MS  Mississippi,  BA  '58/Harvard,  MBA  '66 

banking 

10 

9 

BankAmerica/Richard  M  Rosenberg 

60 

Fall  River  MA 

Suffolk  U,  BS  '52/Golden  Gate  U,  LLB  '66 

banking 

4 

; 

Bankers  Trust  NY/Charles  S  Sanford  Jr 

53 

Savannah  GA 

Georgia,  BA  '58/Pennsylvama,  MBA  '60 

banking 

29 

3 

BanPonce/ Alberto  M  Paracchini 

58 

Ponce  PR 

Pennsylvania,  BS  '53/Pennsylvania,  MBA  '57 

financial 

34 

7        . 

Bamett  Banks/Charles  E  Rice 

54 

Chattanooga  TN 

Miami,  BBA  '58/Rollins,  MBA  '64 

banking 

25 

11 

Bausch  &  Lomb/Daniel  E  Gill 

53 

ZieglerIL 

Northwestern,  BS  '58 

financial 

12 

9 

Baxter  Intemational/Vemon  R  Loucks  Jr 

55 

Evanston  IL 

Yale,  BA  '57/Harvaid,  MBA  '63 

marketing 

24 

10 

Bay  View  Capiul/Robert  E  Barnes 

57 

Greenwich  CT 

Princeton,  B  A  '55/American  Grad  School,  MBA  '6 1  banking 

6 

6 

BayBanks/William  M  Crozier  Jr 

57 

Brooklyn  NY 

Yale,  BA  '54/Harvard,  MBA  '63 

banking 

26 

16 

BB&T  Financial/John  A  Allison 

41 

Chariotte  NC 

N  Carohna,  BBA  '71 /Duke,  MBA  '73 

banking 

19 

1 

Bear  Steams  Cos/ Alan  C  Greenberg 

62 

Wichita  KS 

Missouri,  BA  '49 

sales 

41 

12 

Becton  Dickinson/Raymond  V  Gilmartin 

49 

Washington  DC 

Union,  BSEE  '63/Harvard,  MBA  '68 

operations 

14 

1 

Bell  Atlantic/Raymond  W  Smith 

52 

Pittsburgh  PA 

Carnegie-Mellon,  BS  '59/Pittsburgh,  MBA  '67 

operations 

31 

1 

BellSouth/Iohn  L  Clendenin 

56 

El  Paso  TX 

Northwestern,  BA  '55 

operations 

35 

6 

Beneficial  Corp/Finn  M  W  Caspersen 

48 

New  York  NY 

Brown,  AB  '63/Harvard,  LLB  '66 

legal 

18 

14 

Bergen  Bnmswig/Emil  P  Martini  Jr 

61 

Teaneck  NJ 

Purdue,  BS  '50 

technical 

38 

21 

Berkshire  Hathaway/Warren  E  Buffett 

59 

Omaha  NE 

Nebr  Lincoln,  BS  '50/Columbia,  MBA  '51 

investment 

25 

20 

Bethlehem  SteelAValter  F  Williams 

61 

Upland  PA 

Delaware,  BCE '51 

operations 

39 

4 

Beverly  Enterprises/David  R  Banks 

53 

Arcadia  WI 

Arkansas,  BA  '59 

operations 

18 

1 

BHC  Commun/Herbert  J  Siegel 

62 

Philadelphia  PA 

Lehigh,  BA  '50 

administration 

23 

13 

Bindley  Western  Inds/William  E  Bindley* 

49 

Terre  Haute  IN 

Purdue,  BS  '61 

financial 

23 

23 

Black  &  Decker/Nolan  D  Archibald 

46 

Ogden  UT 

Weber  St,  BS  '68/Harvard,  MBA  '70 

marketing 

5 

4 

H&R  Block/Henry  W  Bloch* 

67 

Kansas  City  MO 

Michigan,  BS  '43 

administration 

35 

35 

Blockbuster/H  Wayne  Huizenga 

52 

Evergreen  Park  IL 

administration 

3 

3 

Boatmen's  Bancshares/Andrew  B  Craig  III 

59 

Buffalo  NY 

Comell,  BA  '55 

administration 

5 

2 

Boeing/Frank  A  Shxontz 

58 

Boise  ID 

Idaho,  LLB  '54/Harvard,  MBA  '58 

administration 

32 

4         , 

Boise  Cascade/John  B  Fery 

60 

Bellingham  WA 

Washington,  BA  '53/Stanford,  MBA  '55 

operations 

33 

18 

Borden/Romeo  J  Ventres 

65 

Boston  MA 

Worcester  Polytech,  BS  '45 

operations 

33 

4 

Boston  Edison/Stephen  J  Sweeney 

61 

Winthrop  MA 

Mt  St  Mary's,  BA  '50 

technical 

37 

6 

Bowater/ Anthony  P  Gammie 

55 

England 

operations 

35 

7 

« 

Bristol-Myers  Squibb/Richard  L  Gelb 

65 

New  York  NY 

Yale,  BA  '45/Harvard,  MBA  '50 

administration 

40 

18. 

Broad/Eli  Broad* 

56 

New  York  NY 

Michigan  St,  BA  '54 

financial 

33 

33 

Brown-Forman/W  L  Lyons  Brown  Jr 

53 

Louisville  KY 

Virginia,  BA  '58 

marketing 

30 

14 

Brown  Group/Bernard  A  Bridgewater  Jr 

56 

Tulsa  OK 

Oklahoma,  LLB  '58/Harvard,  MBA  '64 

administration 

11 

8 

Browning-Ferris  IndsAVilliam  D  Ruckelshaus 

57 

Indianapolis  IN 

Princeton,  BA  '57/Harvard,  LLB  '60 

legal 

3 

2 

Bruno's/ Angelo  J  Brxino* 

65 

Birmingham  AL 

retailing 

31 

13 

Brunswick/Jack  F  Reichert 

59 

WestAllisWI 

marketing 

33 

8 

'Company  founder.     fNew  CEO,  less  than  six  monthi'  service. 
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. 

total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

Company  data* 
sales             profits 
(mil)               (mil) 

Company 

Salary  +  bonus             other 
(000)          %  change          (000) 

stk  gains 
(000) 

$261 

54% 

$25 

— 

$287 

748 

1.01% 

$3.8 

$631 

$56.3 

Banco  Popular  PR 

697 

10 

214 

$1,203 

2,115 

107 

0.29 

1.8 

762 

79.9 

Bancoip  Hawaii 

307 

21 

19 

— 

326 

728 

4.81 

56.0 

525 

75.9 

Bandag 

1,248 

6 

26 

— 

1,273 

252 

0.07 

0.6 

6,844 

70.4 

Bank  of  Boston 

NA 

NA 

— 

— 

— 

— 

i 

§ 

3,478 

-1,113.3 

Bank  of  New  England 

1,165 

13 

58 

55 

1,278 

250 

0.19 

4.1 

5,497 

50.7 

Bank  of  New  York 

732 

44 

14 

— 

746 

466 

0.15 

0.5 

568 

48.0 

Bank  South 

1,250 

NA 

42 

— 

l,292tt 

244 

0.01 

0.8 

11,389 

820.0 

BankAmerica 

1,500 

-14 

74 

929 

2,502 

79 

0.09 

2.5 

7,258 

-979.9 

Bankers  Trust  NY 

321 

4 

— 

— 

321 

732 

0.12 

0.3 

325 

20.5 

BanPonce 

952 

2 

64 

— 

1,016 

343 

0.09 

1.6 

3,038 

256.7 

Bamett  Banks 

1,273 

37 

654 

793 

2,720 

67 

0.17 

2.9 

1,220 

1 14.4 

Bausch  &  Lomb 

1,461 

46 

67 

175 

1,703 

157 

0.14 

7.4 

7,399 

446.0 

Baxter  International 

396 

NA 

10 

— 

406 

680 

0.05 

§ 

295 

16.4 

Bay  View  Capital 

469 

-7 

20 

— 

489 

621 

0.31 

0.8 

1,108 

63.1 

BayBanks 

378 

NA 

10 

16 

404 

685 

0.16 

0.6 

512 

44.2 

BB&.T  Financial 

4,529 

85 

— 

— 

4,529 

31 

3.27 

39.4 

2,427 

139.8 

Bear  Steams  Cos 

585 

28 

10 

— 

595 

546 

0.03 

0.8 

1,834 

213.7 

Becton  Dickinson 

1,234 

85 

68 

458 

1,759 

145 

0.01 

2.0 

11,449 

1,074.5 

Bell  Atlantic 

1,285 

10 

33 

— 

1,318 

238 

0.01 

2.8 

13,996 

1,695.0 

BellSouth 

1,227 

20 

39 

— 

1,266 

255 

3.29 

35.7 

1,578 

120.9 

Beneficial  Corp 

1,097 

19 

— 

673 

1,770 

141 

4.56 

36.3 

4,161 

54.5 

Bergen  Bnmswig 

100 

-1 

— 

— 

100 

774 

44.68 

3,430.4 

2,484 

447.5 

Berkshire  Hathaway 

540 

7 

349 

19 

908 

395 

0.02 

0.3 

5,251 

245.7 

Bethlehem  Steel 

433 

-28 

8 

— 

440 

652 

0.45 

1.1 

2,104 

-104.2 

Beverly  Enterprises 

13,687 

NA 

14 

— 

13,702^ 

5 

i 

§ 

247 

810.8 

BHC  Commun 

468 

NA 

— 

— 

468 

632 

49.67 

32.2 

1,561 

3.1 

Bindley  Western  Inds 

1,302 

54 

574 

— 

1,877 

132 

0.01 

§ 

3,615 

-11.5 

Black  &.  Decker 

703 

16 

281 

— 

•       983 

355 

6.42 

117.4 

975 

107.2 

H&R  Block 

NA 

NA 

— 

— 

— 

— 

7.19 

143.3 

403 

44.2 

Blockbuster 

731 

16 

— 

— 

731 

476 

0.02 

0.2 

1,476 

129.2 

Boatmen's  Bancshares 

910 

8 

31 

226 

1,167 

287 

t 

0.8 

20,276 

675.0 

Boeing 

1,027 

-2 

67 

— 

1,094 

317 

0.21 

2.8 

4,338 

267.6 

Boise  Cascade 

1,491 

6 

207 

— 

1,698 

158 

0.04 

1.8 

7,593 

-60.6 

Borden 

472 

54 

— 

— 

472 

629 

0.01 

§ 

1,269 

-16.1 

Boston  Edison 

683 

1 

31 

— 

714 

487 

0.07 

0.6 

1,450 

144.6 

Bowater 

1,688 

\    NA 

1,867 

— 

3,555 

44 

0.25 

69.1 

9,189 

747.0 

Bristol-Myers  Squibb 

812 

-'      83 

22 

2,844 

3,678 

39 

19.05 

51.3 

622 

28.9 

Broad 

1,264 

36 

107 

— 

1,370 

223 

34.08 

607.9 

989 

77.7 

Brown-Forman 

575 

-29 

202 

11 

788- 

444 

0.33 

1.5 

1,821 

33.8 

Brown  Group 

1,166 

46 

70 

— 

1,236 

264 

0.01 

0.6 

2,683 

269.4 

Browning-Ferris  Inds 

325 

16 

34 

— 

359 

709 

10.79 

118.8 

2,271 

53.6 

Bnmo's 

762 

-44 

372 

— 

1,135 

301 

0.56 

7.3 

2,826 

-71.3 

Brunswick 

'Sales  and 
1100,000. 

profits  £&  reported 
**Prior-year  data. 

in  the  Forbes  500s  Annual  Direaory  issue,  Apr.  30,  1990.     ^Salary  paid  by  Chris-Craft  Inds. 
ttNew  CEO;  cash  compensation  is  for  another  executive  office.    NA:  Not  available. 

tLess  than  0.01%.     §Less  than 
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^ 

Corporate  Americans  Most  Powerful  People 

Company/Chief  executive 

Age 

Birthplace 

Education 
imdergraduate/graduate 

Background 

III 

(years) 

as     . 
CEO 

Burlington  Northern/Gerald  Grinstein 

57 

Seattle  WA 

Yale,  BA  '54/Harvard,  LLB  '57 

legal 

3 

1 

Burlington  Resources/Thomas  H  O'Leary 

56 

New  York  NY 

Holy  Cross,  BA  '54/Pennsylvania,  MBA  '61 

banking 

8 

1 

Cabot/Samuel  W  Bodman 

51 

Chicago  IL 

Cornell,  BS  '6 1  /MIT,  PhD  '64 

investment 

3 

2 

CalFed/Icrry  St  Dennis 

48 

Tacoma  WA 

UCLA,  BA  '65/UCLA,  MA  '67' 

financial 

9 

1 

CalMat/A  Frederick  Gerstell 

52 

New  York  NY 

Princeton,  AB  '60 

administration 

15 

2 

Campbell  Soup/David  W  Johnson 

57 

Australia 

U  of  Sydney,  BE  '54/Chicago,  MBA  '58 

administration 

i 

t 

Capital  Cities/ABC/Thomas  S  Murphy 

64 

Brooklyn  NY 

Cornell,  BS  '45/Harvard,  MBA  '49 

sales 

36 

24 

Capital  Holding/Irving  W  Bailey  II 

48 

Cambridge  MA 

Colorado,  BA  '63/NYU,  MBA  '68 

investment 

9 

2 

Carnival  Cruise  Lines/Micky  Arisen 

40 

Israel 

administration 

16 

11 

Carolina  Power  &  Lt/Sherwood  H  Smith  Jr 

55 

Jacksonville  FL 

N  Carolina,  AB  '56/N  Carolina,  JD  '60 

legal 

25 

11 

Carter  Hawley  Hale/Philip  M  Hawley 

64 

Portland  OR 

Calif  Berkeley,  BS '47 

retailing 

32 

13 

Castle  &  Cooke/David  H  Murdock 

67 

Kansas  City  MO 

investment 

8 

5 

Caterpillar/George  A  Schaefer 

61 

Covington  KY 

St  Louis,  BS '51 

financial 

39 

5 

CBI  Industries/John  E  Jones 

55 

Kansas  City  MO 

Carleton,  BA  '56 

banking 

10 

1 

CBS/Laurence  A  Tisch 

67 

Brooklyn  NY 

NYU,  BS  '42/Pennsylvania,  MA  '43 

financial 

4 

3 

Cellular  CommunAVilliam  B  Ginsberg* 

46 

Childress  TX 

Harvard,  BA  '66/Harvard,  PhD  '71 

financial 

10 

9 

Centel/John  P  Frazee  Jr 

45 

Staunton  VA 

Randolph-Macon,  BA  '66 

operations 

18 

3 

Centerior  Energy/Richard  A  Miller 

63 

Cleveland  OH 

Case  Westem  Res,  BBA  '50/Harvard,  LLB  '53 

legal 

30 

2 

Centex/Laurence  E  Hirsch 

44 

New  York  NY 

Peimsylvania,  BS  '68/Villanova,  JD  '71 

legal 

5 

2 

Central  &  So  West/Merle  L  Borchelt 

64 

Mercedes  TX 

Louisiana  Tech,  BS  '49 

technical 

41 

2 

Central  Bancshares/Harry  B  Brock  Jr* 

64 

Fort  Payne  AL 

Alabama,  BS  '49 

sales 

19 

19 

Central  Fidelity  Bks/CarroU  L  Saine 

55 

Lincolnton  NC 

Lenoir- Rhyne,  BA  '54/Richmond,  MS  '65 

banking 

33 

9 

Champion  Intl/ Andrew  C  Sigler 

58 

Brooklyn  NY 

Dartmouth,  BA  '53/Dartmouth,  MBA  '56 

sales 

34 

16 

Chase  Manhattan/Willard  C  Butcher 

63 

BronxvilleNY 

Brown,  BA  '47 

banking 

43 

10 

Chemical  Banking/Walter  V  Shipley 

54 

Newark  NJ 

NYU,  BS  '61 

banking 

34 

7 

Chevron/Kenneth  T  Derr 

53 

Wilkes-Barre  PA 

Cornell,  BSME  '59/Cornell,  MBA  '60 

technical 

30 

1 

Chiquita  Brands  Intl/Carl  H  Lindner 

71 

Dayton  OH 

financial 

6 

6 

Chrysler/Lee  A  lacocca 

65 

Allentown  PA 

Lehigh,  BS  '45/Princeton,  ME  '46 

operations 

12 

11 

Chubb/Dean  R  CHare 

47 

Jersey  City  NJ 

NYU,  BS  '63/Pace,  MBA  '68 

insurance 

27 

2 

CignaAVilson  H  Taylor 

46 

Hartford  CT 

Trinity  College  CT,  BS  '64 

insurance 

26 

2 

Cincinnati  Bell/Dwight  H  Hibbard 

66 

Hadley  MA 

MIT,  BS  '49 

technical 

41 

6 

Cinciimati  Financial/John  J  Schiff* 

74 

Cincinnati  OH 

Ohio  St,  BS  '38 

insurance 

40 

17 

Cincinnati  G&E/Jackson  H  Randolph 

59 

Cincinnati  OH 

Cincinnati,  BBA  '58/Cincinnati,  MBA  '68 

financial 

31 

4 

Circle  K,  Karl  Eller 

61 

Chicago  IL 

Arizona,  BA  '52 

marketing 

7 

7 

Circuit  City  Stores/Richard  L  Sharp 

43 

Washington  DC 

technical 

7 

4 

Circus  Circus/William  G  Bennett* 

65 

Phoenix  AZ 

administration 

16 

16 

Citadel  Holding/Wiiliam  C  Walbrecher  Jr 

50 

Baltimore  MD 

U  of  Hawaii,  BS  '62/PennsylvanLa,  MBA  '78 

banking 

1 

r 

Citicorp/John  S  Reed 

51 

Chicago  IL 

MIT,BS'61/MIT,MS'65 

banking 

25 

6 

Citizens  &  Southern/Bennett  A  Brown 

60 

Kingstree  SC 

Presbyterian,  BS  '50 

banking 

35 

12 

Citizens  First  Bncp/Richard  G  Kelley 

58 

Hyannis  MA 

Quinnipiac,  BS  '66/Rutgers,  MBA  '75 

banking 

20 

10 

Citizens  Savings/Charles  B  Stuzin 

48 

Miami  FL 

Florida,  BS  '64/Miami,  JD  '67 

legal 

16 

8 

Citizens  Utilities/Ishier  Jacobson 

67 

Worcester  MA 

Harvard,  LLB  '51 /Harvard,  MS  '47 

administration 

35 

9 

City  National/Bram  Goldsmith 

67 

Chicago  IL 

financial 

15 

15 

'Company  founder.     +New  CEO,  less  than  six  months'  service. 

^1 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

Company  data' 
sales            profits 
(mil)              (mil) 

Company 

Salary 
(000) 

+  bonus               other 
%  change          (000) 

stk  gains 
(000) 

$1,460 

8% 

$9 

— 

$1,470 

203 

0.27% 

$7.1 

$4,606 

$243.0 

Burlington  Northern 

1,050 

-22 

707 

— 

1,757 

146 

0.03 

1.5 

1,715 

458.1 

Burlington  Resources 

442 

12 

18 

— 

459 

641 

0.72 

5.4 

1,863 

13.7 

Cabot 

462 

NA 

41 

— 

503tt 

607 

0.05 

0.2 

3,099 

82.4 

CalFed 

708 

24 

— 

— 

708 

489 

0.12 

1.1 

669 

78.1 

CalMat 

NA 

NA 

— 

— 

— 

— 

t 

§ 

6,003 

37.1 

Campbell  Soup 

958 

6 

305 

— 

1,263 

256 

0.79 

76.5 

4,957 

485.7 

Capital  Cities/ ABC 

1,295 

84 

7 

$74 

1,375 

221 

0.13 

2.7 

2,500 

275.7 

Capital  Holding 

650 

18 

— 

— 

650 

513 

1.49 

38.7 

1,148 

193.6 

Carnival  Cruise  Lines 

460 

6 

6 

— 

466 

633 

0.05 

1.7 

2,481 

376.1 

Carolina  Power  &  Lt 

750» 

13 

5 

359 

1,113 

308 

1.93 

2.7 

2,864 

6.1 

Carter  Hawley  Hale 

1,300 

-13 

— 

— 

1,300 

242 

22.47 

456.7 

2,718 

94.9 

Castle  &  Cooke 

894 

35 

126 

519 

1,539 

187 

0.02 

1.2 

11,126 

497.0 

Caterpillar 

542 

15 

— 

— 

542 

577 

0.17 

1.2 

1,495 

34.3 

CBI  Industries 

1,326 

6 

34 

— 

1,360 

224 

t 

§ 

2,962 

297.1 

CBS 

233 

NA 

— 

— 

233 

761 

1.01 

11.1 

84 

-17.5 

Cellular  Commun 

673 

5 

256 

— 

928 

384 

0.11 

2.7 

1,188 

443.8 

Centel 

418 

15 

8 

— 

426 

664 

0.02 

0.4 

2,302 

266.9 

Centerior  Energy 

503 

-1 

30 

— 

533 

583 

t 

§ 

2,019 

59.5 

Centex 

447 

20 

63 

— 

510 

603 

0.03 

1.3 

2,549 

306.0 

Central  &  So  West 

290 

■   -45 

3 

9 

302 

741 

5.13 

15.3 

476 

41.9 

Central  Bancshares 

475 

• 

0 

17 

— 

492 

617 

0.20 

0.8 

537 

54.4 

Central  Fidelity  Bks 

1,225 

-11 

16 

520 

1,761 

143 

0.11 

2.8 

5,163 

432.4 

Champion  Intl 

1,116 

-20 

62 

289 

1,467 

204 

0.03 

1.1 

13,904 

-665.0 

Chase  Manhattan 

1,120 

-19 

381 

— 

1,500 

195 

0.07 

1.5 

8,227 

-482.2 

Chemical  Banking 

940 

17 

94 

— 

1,034 

340 

0.02 

3.9 

29,443 

251.0 

Chevron 

400 

0 

4 

— 

404 

683 

36.92 

258.9 

3,823 

67.8 

Chiquita  Brands  Intl 

889 

-36 

19 

2,414 

3,322 

50 

0.09 

3.0 

34,922 

359.0 

Chrysler 

1,073 

41 

109 

— 

"  1,182 

285 

0.03 

1.0 

4,023 

420.8 

Chubb 

1,103 

2 

38 

— 

1,141 

298 

0.04 

1.3 

15,654 

562.0 

Cigna 

1,019 

58 

70 

557 

1,646 

170 

0.18 

2.5 

900 

94.4 

Cincinnati  Bell 

609 

11 

— 

444 

1,052 

334 

3.82 

45.4 

974 

114.5 

Cincinnati  Financial 

405 

33 

4 

— 

409 

678 

0.02 

0.3 

1,438 

239.7 

Cincinnati  G&E 

718 

64 

— 

825 

1,543 

186 

7.10 

5.0 

3,731 

-7.7 

Circle  K 

767 

28 

— 

— 

767 

454 

1.46 

17.1 

1,969 

72.4 

Circuit  City  Stores 

800* 

NA 

— 

— 

800 

439 

17.48 

260.2 

522 

75.1 

Circus  Circus 

335* 

'  NA 

— 

— 

335 

723 

* 

§ 

481 

8.1 

Ci.  adel  Holding 

1,484 

^   -17 

62 

71 

1,617 

176 

0.16 

11.8 

37,970 

498.0 

Citicorp 

983 

22 

29 

47 

1,060 

329 

0.21 

2.9 

2,447 

238.0 

Citizens  &.  Southern 

717 

NA 

79 

— 

796 

440 

0.81 

1.8 

394 

37.2 

Citizens  First  Bncp 

451 

31 

51 

48 

551 

571 

33.24 

10.6 

430 

13.1 

Citizens  Savings 

495 

8 

2 

— 

496" 

613 

0.07 

1.1 

339 

88.7 

Citizens  Utilities 

941 

7 

— 

— 

941 

377 

15.34 

103.6 

476 

59.1 

City  National 

'Sales  and  profits  as  reponed 
year  data.    ttNew  CEO;  cash 

n  the  Forbes  500s  Annual  Direaory  issue,  Apr.  30, 1990. 
compensation  is  for  another  executive  office.    NA:  Not 

'Annualized 
available. 

salary.     ^Less  than  0.01  %. 

§Less  than  $100,000.     "Prior- 
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Man's  need  for  timely  weather  forecasting  isn't  new  (P 

Our  telecommunications  technology,  which  speeds  up-to-the-minute  weather  reports,  i&i 


i 


We  go  out  of  our  way  ^ 


, 

Corporate  America's  Most  Po#|jrf  ul  People 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

Brm 

(years) 

as      . 
CEO 

Clark  Equipment/Leo  J  McKeman 

52 

Philadelphia  PA 

operations 

16 

4          ' 

Clorox/Charles  R  Weaver 

61 

Kingman  EN 

Purdue,  BS  '50 

marketing 

37 

5 

CMS  Energy ,/William  T  McConnick  Jr 

45 

Washington  DG 

Cornell,  BS  '66/Mrr,  PhD  69 

technical 

5 

5 

Coast  Savings  Finl/Ray  Martin 

54 

Nogales  AZ 

t 

banking 

31 

6 

Coastal  Corp/James  R  Paul 

55 

Wichita  KS 

Wichita  St,  BS»56 

hnancial 

17 

1 

Coca-Cola/Roberto  C  Goizueta 

58 

Cuba 

Yale,  BS  '53 

technical 

36 

9 

Coca-Cola  Enterprises/Brian  G  Dyson 

54 

Argentina 

U  of  Buenos  Aires,  BA  '59 

financial 

31 

4          " 

Colgate-Palmolive/Reuben  Mark 

51 

Jersey  Gity  NJ 

Middlebury,  BA  '60/Harvard,  MBA  '63 

marketing 

27 

6 

Colorado  Natl  BkshsAVill  F  Nicholson  Jr* 

61 

Colorado  Spr  GO 

MIT,  BS  '50/Denver,  MBA  '56 

banking 

20 

5 

Columbia  Gas  System/John  H  Groom 

57 

Fayetteville  NG 

N  Carolina  St,  BS  '54 

marketing 

36 

6 

Columbia  S&L  Assn/Edward  G  Harshfield 

53 

New  York  NY 

Southeastern  U,  BBA  '62 

banking 

X 

% 

Comcast/Ralph  I  Roberts* 

70 

New  York  NY 

Pennsylvania,  BS  '41 

administration 

28 

28 

Comdisco/Kenneth  N  Pontikes* 

50 

Chicago  IL 

Southern  Illinois,  BA  '63 

marketing 

21 

21 

Comerica/Eugene  A  Miller 

52 

Detroit  MI 

Detroit  Tech.  BBA  '64 

banking 

35 

1 

Commerce  Bcshs/David  W  Kemper 

39 

Kansas  Gity  MO 

Harvard,  BA  '72/Stanford,  MBA  '76 

banking 

12 

4 

Commercial  FederalAVilliam  A  Fitzgerald 

52 

Omaha  NE 

Greighton,  BS  '59 

banking 

35 

15 

Commonwealth  Ed/James  J  O'Connor 

53 

Chicago  IL 

Holy  Gross,  BS  '58/Georgetown,  JD  '63 

administration 

27 

10 

Community  Psych/fames  W  Gonte* 

62 

Des  Plaines  IL 

Roosevelt  U,  BS  '50/Northwestera,  MS  '57 

administration 

21 

13 

Compaq  Computer/Joseph  R  Ganion* 

45 

Houston  TX 

Houston,  BS  '66/Houston,  MS  '68 

technical 

8 

8 

Computer  Associates/Gharles  B  Wang* 

45 

China 

CUNY  Queens,  BS '67 

technical 

14 

14 

Computet  Sciences/William  R  Hoover 

60 

Bingham  CanyonUTUtah,  BS  '53AJtah,  MS  '54 

technical 

26 

18 

ConAgra/Gharles  M  Harper 

62 

Lansing  MI 

Purdue,  BS  '49/Chicago,  MBA  '50 

administration 

16 

14 

Conseco/Stephen  G  Hilbert* 

44 

Terre  Haute  IN 

insurance 

11 

11 

Consolidated  Edison/ Arthur  Hauspurg 

64 

New  York  NY 

Columbia,  BS  '45/Golumbia,  MS  '47 

technical 

21 

9 

Consol  Freightways/Lary  R  Scott 

54 

Cleveland  OH 

Bowling  Green  State  U,  BS  '61 

operations 

23 

2       '  " 

Consol  Natural  Gas/George  A  Davidson  Jr 

51 

Pittsburgh  PA 

Pittsburgh,  BS  '60 

technical 

24 

3 

Consolidated  Papers/George  W  Mead 

62 

Milwaukee  WI 

Yale,  BS  '50/Inst  Paper  Ghem,  MS  '52 

operations 

38 

24 

Consolidated  Rail/James  A  Hagen 

58 

Forrest  Gity  LA 

St  Ambrose,  BA  '56/U  of  Iowa,  MA  '58 

marketing 

1 

1 

Contel/Donald  W  Weber 

53 

Turtle  Greek  PA 

Duquesne,  BS  '61 

fmancial 

26 

3 

Continental  Bank/Thomas  G  Theobald 

53 

Cincinnati  OH 

Holy  Gross,  AB  '58/Harvard,  MBA  '60 

banking 

3 

3 

Continental  Corp/John  P  Mascotte 

51 

Fort  Wayne  IN 

Virginia,  LLB  '64 

insurance 

9 

7          * 

Control  Data/LavkTcnce  Perlman 

52 

St  Paul  MN 

Garleton,  BA  'NA/Harvard,  JD  'NA 

legal 

10 

X 

Cooper  Industries/Robert  Gizik 

59 

Scranton  PA 

Connecticut,  BA  '53/Harvard,  MBA  '58 

financial 

29 

15 

Adolph  Coors/William  K  Goors 

73 

Golden  GO 

Pnnceton,  BS  '38/Princeton,  MSCE  '39 

technical 

51 

1 

CoreStates  Financial/Terrence  A  Larsen 

43 

Chicago  IL 

Dallas,  BA  '68/Texas  A&M,  PhD  '71 

financial 

13 

2 

Coming/James  R  Houghton 

54 

Coming  NY 

Harvard,  AB  ',S8/Harvard,  MBA  '62 

administration 

28 

7 

Costco  Wholesale/James  D  Sinegal* 

54 

Pittsburgh  PA 

San  Diego  State,  BA  '59 

retailing 

5 

2         ^ 

CPC  International/James  R  Eiszner 

62 

Chicago  IL 

Illinois,  BS  '50/Ghicago,  PhD  '52 

sales 

27 

6 

Crane/Robert  S  Evans 

46 

Pittsburgh  PA 

Pennsylvania,  BA  '66/Golumbia,  MBA  '68 

financial 

16 

6 

Cray  Research/John  A  Rollwagen 

49 

Minneapolis  MN 

MIT,  BS  '62/Harvard,  MBA  '64 

marketing 

15 

10 

Crestar  Financial/Richard  G  Tilghman 

49 

Norfolk  VA 

Virginia,  BA  '63 

banking 

23 

5 

Crossl^nd  Savings  FSB/Maurice  L  Reissman 

47 

Brooklyn  NY 

CUNYBaruch,BBA'89 

banking 

22 

3 

Crown  Central  Pet/Henry  A  Rosenberg  Jr 

60 

Pittsburgh  PA 

Hobart,  BA  '52 

administration 

38 

19 

'Company  founder.     JNew  CEO,  less  than  six  months'  service. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 

%                 (mil) 

Company  data' 
sales             profits 
(mil)               (mil) 

Company 

Salary  +  bonus              other 
(000)           %  change          (000) 

stk  gains 
(000) 

$1,540 

79% 

$744 

$530 

$2,814 

61 

0.15%              $1.0 

$1,392 

$64.9 

Clark  Equipment 

736 

79 

272 

486 

1,494 

199 

0.24                   5.1 

1,379 

130.2 

Clorox 

725 

16 

— 

661 

1,386 

219 

0.08                   1.9 

2,961 

312.1 

CMS  Energy 

807 

30 

14 

182 

1,003 

347 

0.11                  0.1 

1,233 

-74.2 

Coast  Savings  Finl 

958 

NA 

15 

1.4 

987tt 

353 

0.07                  2.1 

8,271 

170.1 

Coastal  Corp 

2,542 

17 

2,400 

5,872 

10,814 

9 

0.31                81.1 

8,966 

1,723.8 

Coca-Cola 

851 

-19 

15 

— 

865 

414 

0.17                  3.1 

3,882 

71.7 

Coca-Cola  Enterprises 

1,407 

14 

50 

844 

2,300 

85 

0.11                  4.2 

5,039 

280.0 

Colgate-Palmolive 

320 

-16 

6 

15 

341 

719 

1.01                    1.6 

356 

4.6 

Colorado  Natl  Bkshs 

736 

47 

47 

— 

783 

447 

0.06                  1.3 

3,204 

145.8 

Columbia  Gas  System 

NA 

NA 

— 

— 

— 

— 

t                     § 

1,367 

-195.7 

Columbia  S&.L  Assn 

467 

18 

343 

818 

1,628" 

174 

10.57               126.3 

527 

-126.9 

Comcast 

2,711 

224 

— 

— 

2,711 

69 

21.64              159.8 

1,758 

110.0 

Comdisco 

728 

31 

— 

— 

728 

478 

0.13                  0.9 

1,250 

77.6 

Comerica 

525 

22 

214 

— 

740 

469 

1.23                  5.5 

568 

59.0 

Commerce  Bcshs 

337 

^9 

— 

— 

337 

721 

1.45                  0.3 

577 

-44.1 

Commercial  Federal 

540 

10 

— 

— 

540 

579 

t                   0.4 

5,751 

693.7 

Commonwealth  Ed 

1,025 

52 

32 

2,293 

3,350 

48 

1.32                 14.6 

319 

72.0 

Community  Psych 

2,115 

13 

— 

— 

2,115 

105 

0.22                   8.1 

2,876 

333.3 

Compaq  Computer 

1,794 

25 

18 

— 

1,812 

137 

4.68               104.1 

1,244 

145.8 

Computer  Associates 

725 

NA 

4 

2,069 

2,798 

63 

0.93                   6.5 

1,443 

58.4 

Computer  Sciences 

1,444 

10 

3,085 

723 

5,252 

22 

1.32                 44.7 

14,467 

223.5 

ConAgra 

1,692 

NA 

— 

— 

1,692" 

161 

8.58                   9.3 

659 

47.2 

Conseco 

808 

9 

158 

— 

966 

369 

0.01                   0.7 

5,551 

606.1 

Consolidated  Edison 

468 

-13 

192 

6 

667 

503 

0.06                   0.4 

3,760 

8.6 

Consol  Freightways 

520 

12 

71 

— 

591 

553 

0.03                  1.2 

2,802 

181.8 

Consol  Natural  Gas 

417 

8 

11 

— 

427 

663 

2.77                 48.3 

953 

167.9 

Consolidated  Papers 

305 

-32 

— 

— 

305 

737 

t                      § 

3,411 

148.0 

Consolidated  Rail 

804 

17 

51 

265 

1,120 

305 

0.04                   1.5 

3,114 

287.0 

Contel 

1,150 

5 

4 

— 

1,154 

292 

0.05                  0.4 

3,203 

147.3 

Continental  Bank 

844 

40 

64 

— 

908 

394 

0.03                   0.5 

6,079 

153.1 

Continental  Corp 

658 

NA 

158 

— 

816tt 

427 

0.17                   1.3 

2,935 

-680.4 

Control  Data 

1,256 

2 

17 

— 

1,273 

253 

0.22                   9.8 

5,129 

267.8 

Cooper  Industries 

345 

NA 

— 

— 

345 

716 

§ 

1,764 

13.1 

Adolph  Coors 

852 

12 

54 

— 

906 

398 

0.03                  0.7 

1,888 

198.7 

CoreStates  Financial 

925 

5 

51 

— 

976 

361 

0.59                 25.4 

2,439 

259.4 

Coming 

346 

;     35 

81 

— 

427 

662 

3.57                 40.6 

3,254 

30.4 

Cistco  Wholesale 

1,330 

13 

936 

— 

2,266 

88 

0.15                   7.8 

5,103 

327.5 

CPC  Intemational 

1,043 

10 

— 

1,689 

2,732 

66 

2.80                20.1 

1,456 

55.9 

Crane 

420 

-22 

— 

7 

428 

660 

0.14                  1.6 

785 

89.0 

Cray  Research 

608 

23 

39 

— 

647 

516 

0.13                  0.9 

1,178 

103.8 

Crestar  Financial 

556 

-11 

48 

— 

604 

541 

0.38                     § 

1,486 

-191.7 

CrossLand  Savings  FSB 

921 

NA 

8 

— 

929 

383 

0.20                  0.6 

1,403 

21.0 

Crown  Central  Pet 

'Sales  and  profits  as  reponed 
$100,000.     "Prior-year  data. 

in  the  Forbes  500s  Annual  Direaon-  issue,  Apr.  30,  1990 
ttNew  CEO;  cash  compensation  is  for  another  executive 

^Shares  are  held  in  a  family  trust, 
oflfice.     NA:  Not  available. 

tLess  than  0.01%.     §Less  than 
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Corporate  America's  Most  Powerful  People 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

Hrm 

(years) 
as 
CEO 

Crown  Cork  &  Seal/William  J  Avery 

49 

Chicago  IL 

Chicago,  BS  '68 

operations 

31 

1 

CSX/Iohn  W  Snow 

50 

Toledo  OH 

U  of  Toledo,  B  A  '62/Virginia,  PhD  '65 

legal 

13 

1 

CuUen/Frost  Bankers/Thomas  C  Frost 

62 

San  Antonio  TX 

Washington  &  Lee,  BS  '50 

banking 

40 

19 

Cummins  Engine/Henry  B  Schacht 

55 

Erie  PA 

Yale,  BS  '56/Harvard,  MBA  '62 

administration 

26 

21 

Cyprus  Minerals/Kenneth  J  Barr 

63 

Birmingham  AL 

Auburn,  BS  '47 

operations 

42 

5 

Dana/Southwood  J  Morcott 

52 

Covington  GA 

Davidson,  BA  '60/Michigan,  MBA  '63 

operations 

27 

1 

Dauphin  Deposit/William  J  King 

61 

Philadelphia  PA 

Pennsylvania,  BA  '74/La  Salle  University,  MBA  '80banking 

11 

4 

Dayton  Hudson/Kenneth  A  Macke 

51 

Templeton  LA 

Drake,  BS '61 

retailing 

29 

7 

DCNY  Corp/Edwaid  J  Sawicz 

42 

Buffalo  NY 

St  Bonaventure  U,  BS  '72/Fordham,  MA  '73 

operations 

15 

1 

Dean  Foods/Howard  M  Dean  Jr 

53 

NA 

So  Methodist,  BBA  '60/Northwestem,  MBA  '61 

administration 

35 

3 

Deere  &  Co/Hans  W  Becherer 

55 

Detroit  MI 

Trinity  College  CT,  BA  '57/Harvard,  MBA  '62 

marketing 

28 

1 

Delmarva  Power  &  Lt/Nevius  M  Curtis 

60 

HolyokeMA 

Haverford,  BA  '5 1 /Stanford,  MBA  '56 

administration 

12 

6 

Delta  Air  Lines/Ronald  W  Allen 

48 

Atlanta  GA 

Georgia  Tech,  BSIE  '64 

administration 

27 

3 

Deluxe/Harold  V  Haverty 

60 

Detroit  MI 

operations 

36 

4 

Deposit  Guaranty /Emerson  B  Robinson  Jr 

48 

Centreville  MS 

Davidson,  BS  '63/Harvard,  MBA  '67 

banking 

23 

6 

Detroit  Edison/John  E  Lobbia 

48 

Chicago  IL 

U  of  Detroit,  BSEE '64 

technical 

26 

t 

Diamond  Shamrock/Roger  R  Hemminghaus 

53 

St  Louis  MO 

Auburn,  BS  '58 

technical 

6 

3 

Digital  Equipment/Kenneth  H  Olsen* 

64 

Bridgeport  CT 

MIT,BS'50/MIT,MS'52 

technical 

33 

33 

Diilard  Dept  Stores/William  T  Dillard  Sr* 

75 

Mineral  Spr  AR 

Arkansas,  BBA  '35/Columbia,  MS  '37 

retailing 

51 

51 

Dime  Savings  Bank  FSB/Harry  W  Albright  Jr 

65 

Albany  NY 

Yale,  BA  '49/Comell,  LLB  '52 

banking 

15 

10 

Walt  Disney /Michael  D  Eisner 

48 

New  York  NY 

Denison,  BA  '64 

operations 

6 

6 

Dominion  Bankshares/Wamer  N  Dalhouse 

55 

Roanoke  VA 

Virginia,  BS  '56 

marketing 

34 

9 

Dominion  Resources/William  W  Berry 

58 

Norfolk  VA 

Va  Military  hist,  BS  '54/Richmond,  MS  '64 

technical 

33 

7 

RR  Donnelley  &  Sons/John  R  Walter 

43 

Pittsburgh  PA 

Miami  of  OH,  BS  '68 

administration 

21 

1 

Dover/Gary  L  Roiibos 

53 

Denver  CO 

Colorado,  BS  '59/Harvard,  MBA  '63 

operations 

19 

9 

Dow  Chemical/Frank  P  Popoff 

54 

Bulgaria 

Lidiana,  BA  '59/h3diana,  MBA  '59 

marketing 

31 

2 

Dow  Jones/Warren  H  Phillips 

63 

New  York  NY 

CUNY  Queens,  BA  '47 

journalism 

43 

15 

Downey  S&L  Assn/Gerald  H  McQuarrie* 

68 

Minersville  UT 

Compton,  BA  '4 1 

administration 

33 

12 

DFL/PeterHForster 

48 

Germany 

U  Wisconsin  Mil,  BS  '64/CoIumbia,  JD  '72 

operations 

17 

5 

DQE/Wesley  W  von  Schack 

46 

New  York  NY 

Fordham,  AB  '65/St  John's,  MBA  '72 

financial 

6 

4 

Dresser  Industries/John  J  Murphy 

58 

Olean  NY 

Rochester  Ins  Tech,  BS  '52/So  Methodist,  MBA  '8 1  operarions 

38 

7 

Dreyfus/Howard  Stein 

63 

New  York  NY 

investment 

35 

19 

EI  du  Pont  de  Nemours/Edgar  S  Woolard  Jr 

56 

Washington  NC 

N  Carolina  St,  BS  '56 

operations 

32 

1 

Duke  Power/William  S  Lee 

60 

Charlotte  NC 

Princeton,  BS  '5 1 

technical 

35 

8 

Dun  &  Bradstreet/Charles  W  Moritz 

53 

Washington  DC 

Yale,  BA  '58 

marketmg 

30 

5 

E-Systems/Edwin  G  Keiffer 

60 

Dallas  TX 

So  Methodist,  BSEE  '55/So  Methodist,  MSEE  '62 

technical 

40 

1. 

Eastman  Kodak/Colby  H  Chandler 

65 

Strong  ME 

Maine,  BS  '50/MIT,  MS  '63 

technical 

40 

7- 

Eaton/James  R  Stover 

63 

Marion  IN 

George  Washington,  LLB  '55 

operations 

35 

4 

EG&G/John  M  Kucharski 

54 

Milwaukee  WI 

Marquette,  BS  '58/George  Washington,  JD  '65 

technical 

18 

3 

Emerson  Electric/Charles  F  Knight 

54 

Lake  Forest  IL 

Cornell,  BME  '58/Comell,  MBA  '59 

administration 

17 

17 

Engelhard/Orin  R  Smith 

54 

Newark  NJ 

Brown,  BA  '57/Seton  Hall,  MBA  '64 

marketing 

13 

6 

Eiuon/Kenneth  L  Lay 

48 

Tyrone  MO 

Missouri,  BA  '64/Houston,  PhD  '70 

administration 

6 

6 

Enserch/William  C  McCord 

62 

San  Antonio  TX 

Texas  A&M,  BA  '49 

technical 

41 

19 

'Company  founder.     fNew  CEO,  less  than  six  months'  service. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

Company  data* 
sales             profits 
(mil)               (mU) 

Company 

Salary  + 
(000) 

bonus               other 
%  change          (000) 

stk  gains 
(000) 

$352 

-23% 

$1 

$1,830 

$2,183 

97 

0.24% 

$4.0 

$1,910 

$94.2 

Crown  Cork  &  Seal 

889 

9 

— 

178 

1,066 

328 

0.03 

1.1 

7,745 

452.0 

CSX 

347 

14 

21 

— 

368 

704 

4.69 

3.8 

350 

2.7 

Cullen/Frost  Bankers 

528 

17 

411  . 

— 

939 

379 

0.09 

0.4 

3,511 

-6.1 

Cummins  Engine 

734 

41 

3 

599 

1,336 

231 

0.17 

1.8 

1,790 

250.1 

Cyprus  Minerals 

561 

NA 

258 

104 

923 

388 

0.10 

1.3 

5,157 

132.1 

Dana 

423 

8 

— 

2 

425 

666 

0.08 

0.3 

329 

44.4 

Dauphin  Deposit 

1,447 

24 

3 

— 

1,450 

211 

0.10 

4.8      ■ 

13,644 

410.0 

Dayton  Hudson 

300 

NA 

— 

.    — 

300 

742 

0.17 

0.1 

281 

-1.9 

DCNY  Corp 

567 

3 

369 

114 

1,050 

335 

0.62 

5.3 

1,783 

61.5 

Dean  Foods 

769 

NA 

4 

205 

978 

359 

0.02 

0.9 

7,488 

410.4 

Deere  &  Co 

360 

10 

— 

— 

360 

708 

0.01 

0.1 

790 

91.3 

Delmarva  Power  &.  Lt 

672 

47 

239 

503 

1,414 

214 

0.02 

0.6 

8,572 

473.2 

Delta  Air  Lines 

597 

17 

47 

— 

644 

518 

0.05 

1.3 

1,316 

152.6 

Deluxe 

255 

13 

11 

— 

266 

755 

0.41 

0.8 

385 

31.7 

Deposit  Guaranty 

317 

NA 

7 

— 

324tt 

731 

t 

0.2 

3,203 

426.0 

Detroit  Edison 

596 

4 

10 

136 

742 

467 

0.11 

0.7 

2,091 

60.1 

Diamond  Shamrock 

950 

2 

— 

— 

950 

375 

1.99 

204.0 

12,937 

875.8 

Digital  Equipment 

1,619 

36 

97 

— 

1,716 

155 

3.88 

99.7 

3,049 

148.1 

Dillard  Dept  Stores 

500 

-10 

15 

— 

515 

601 

0.28 

0.5 

1,151 

-89.8 

Dime  Savings  Bank  FSB 

9,589 

28 

6 

— 

9,595 

10 

0.28 

42.6 

4,839 

729.4 

Walt  Disney 

712 

41 

6 

— 

719 

484 

0.11 

0.6 

1,059 

94.1 

Dominion  Bankshares 

587 

5 

— 

— 

587 

555 

0.02 

0.7 

3,700 

410.7 

Dominion  Resources 

629 

55 

76 

85 

790 

443 

0.04 

1.3 

3,122 

221.9 

RR  Donnelley  &  Sons 

725 

-22 

390 

— 

1,115 

307 

0.09 

2.1 

2,120 

144.0 

Dover 

963 

-7 

364 

919 

2,246 

91 

0.02 

4.8 

17,600 

2,487.0 

Dow  Chemical 

780 

5 

542 

— 

1,322 

235 

0.04 

1.1 

1,688 

317.0 

Dow  Jones 

416 

-49 

— 

— 

416 

672 

11.67 

30.6 

383 

2.7 

Dov«iey  SSlL  Assn 

568 

67 

— 

— 

568 

564 

0.02 

0.2 

956 

136.4 

DPL 

337 

29 

— 

— 

337 

720 

0.02 

0.2 

1,121 

113.0 

DQE 

994 

2 

27 

946 

1,967 

122 

0.09 

2.8 

3,982 

161.2 

Dresser  Industries 

2,384 

56 

1,187 

— 

3,571 

42 

2.83 

36.3 

272 

147.9 

Dreyfus 

1,287 

23 

9 

1,272 

2,569 

72 

0.08 

20.0 

35,099 

2,480.0 

EI  du  Pont  de  Nemours 

497 

4 

138 

— 

635 

524 

0.05 

2.5 

3,639 

571.6 

Duke  Power 

1,272 

14 

478 

— 

1,750 

147 

0.04 

2.9 

4,322 

586.4 

Dun  &  Bradstreet 

753 

-20 

408 

57 

1,218 

267 

0.14 

1.2 

1,626 

83.0 

E-Systems 

1,042 

.     -17 

— 

109 

1,151 

295 

X 

1.1 

18,398 

529.0 

Eastman  Kodak 

1,150 

0 

11 

509 

1,670 

167 

0.12 

2.4 

3,671 

224.9 

Eaton 

456 

-33 

— 

136 

592 

550 

0.05 

0.5 

1,650 

69.9 

EG&G 

1,777 

6 

10 

— 

1,787 

139 

0.21 

18.4 

6,998 

593.1 

Emerson  Electric 

967 

11 

3 

— 

970 

367 

0.42 

3.5 

2,403 

-77.5 

Engelhard 

1,365 

40 

129 

554 

2,049 

117 

0.24 

6.3 

9,836 

226.1 

Enron 

744 

14 

7 

181 

932 

381 

0.04 

0.6 

2,742 

73.4 

Enserch 

'Sales  and  profits  as  reponed 
executive  office.    NA:  Not  ava 

in  the  Forbes  500s  Annual 
lable. 

Direaor^'  issue 

,  Apr.  30,  1990. 

JLess  than  0.01%.     t+Ne 

w  CEO;  cash 

compensation  is  for  another 
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1500  MILES  FROM  AUSrRALIA,THE  QE2 

REUES  ON  ITS  SATELLITE 

NAVIGATION  SYSTEM,  ITS  DOPPLER  IDG 

AND  ITS  MURATA  EAX  MACHINE. 


The  Queen  Elizabeth  2  uses  a  Murata  fax  to  relay  manifests,  weather  reports  and  supply  requests  to  the 
next  port.  Sixteen  years  ago  Murata  was  a  pioneer  in  the  fax  market.  Today  we're  a  leader  with  a  complete 


For  more  information,  caR  1-800-543-4636,  ouLside  6k  US.  caR  214-403-3300.  «M»rau8u««„sriimi  i989 


line  of  feature  packed,  easy-to-use  machines.  They're  extremely  reliable,  too. 
Which  is  critical,  even  if  your  office  isn't  thousands  of  miles  from  shore.         / 


/I/IURATA  / 

Fbrlhe  Most  Important  Business  ^ 
InlheWorld.Yours^" 


Corporate  America's  Most  Powerful  People 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years) 
as 
CEO 

Enstar  Group/Richard  J  Grassgreen 

50 

New  York  NY 

UofIowa,LLB'64 

legal 

21 

1 

Entergy/Edwin  Lupberger 

53 

Atlanta  GA 

Davidson,  BA  '58/Emory,  MBA  '63 

financial 

11 

4 

Equimaik/Alan  S  Fellheimer 

47 

Philadelphia  PA 

Temple,  BA  '68/Temple,  JD  71 

legal 

6 

5 

Equitable  of  Iowa/Frederick  S  Hubbell 

39 

Des  Moines  lA 

N  Carolina,  BA  73/U  of  Iowa,  JD  76 

legal 

7 

1 

Ethyl/Floyd  D  Gottwald  Jr 

67 

Richmond  VA 

Va  MiUtary  Inst,  BS  '43/Richmond,  MS  '5 1 

administration 

47 

20 

Exxon/Lawrence  G  Rawl 

62 

Lyndhurst  NJ 

Oklahoma,  BS  '52 

technical 

38 

3 

Fann  &  Home  Finl/Daniel  C  Arnold 

60 

Houston  TX 

Texas,  BBA  '51 /Texas,  LLB  '53 

banking 

1 

1 

FaiWest  Financial/Fred  Kayne 

51 

Chicago  IL 

MIT,  BS  '60 

banking 

3 

2 

Federal  Express/Frederick  W  Smith* 

45 

Marks  MS 

Yale,  BA  '66 

technical 

19 

19 

Federal  Natl  Mortgage/David  O  Maxwell 

60 

Philadelphia  PA 

Harvard,  LLB  '55 

legal 

9 

9 

Federal  Paper  Board/John  R  Kemiedy 

59 

New  York  NY 

Georgetown,  BS  '52 

sales 

39 

15 

Fieldcrest  Camion/Joseph  B  Ely  II 

51 

Boston  MA 

Boston  U,  BS  '65/Boston  U,  PhD  '81 

administration 

13 

5 

Fihh  Third  Bancorp/Clement  L  Buenger 

64 

Fort  Thomas  KY 

Xavier,  BA  '50 

banking 

21 

9 

Fin  Cp  Santa  Barbara/Philip  R  Brinkerhoff 

47 

Wilmington  NC 

Brigham  Young,  BS  '66/Harvard,  ]D  '69 

financial 

5 

5 

First  Alabama  Bcshs/Willard  L  Hurley 

63 

Gainesville  GA 

Huntingdon,  BA  '50 

banking 

32 

6 

First  American  Corp/Kemieth  L  Roberts 

57 

Dungaimon  VA 

Vanderbilt,  BA  '54/Vanderbilt,  LLB  '59 

banking 

14 

13 

First  Bncp  Ohio/Howard  L  Flood 

55 

Staten  Island  NY 

banking 

27 

5 

First  Bank  System/John  F  Grundhofer 

51 

Los  Angeles  CA 

Loyola,  BA  '60/USC,  MBA  '64 

banking 

t 

t 

First  Capital  Holding/Robert  I  Weingarten* 

48 

Brooklyn  NY 

CUNY  City  Col,  BBA '62 

investment 

19 

7 

First  Chicago/Barry  F  Sullivan 

59 

Bronx  NY 

Columbia,  BA  '55/Chicago,  MBA  '57 

banking 

10 

10 

First  Citizens  Bcshs/Lewis  R  Holding 

62 

Smithfield  NC 

N  Carolina,  BS  '50/Harvard,  MBA  '52 

hnancial 

37 

33 

First  City  Bncp  Texas/A  Robert  Abboud 

60 

Boston  MA 

Harvard,  BS  '51 /Harvard,  LLB  '56 

hnancial 

3 

2 

First  Commerce/Ian  Amof 

50 

Memphis  TN 

Vanderbilt,  BA  '61 /Harvard,  MBA  '63 

banking 

12 

7 

First  Empire  State/Robert  G  Wilmers 

56 

New  York  NY 

Harvard,  BA  '56 

banking 

8 

7 

First  Executive/Fred  Can- 

59 

Los  Angeles  CA 

financial 

16 

16 

First  Fidelity  Bncp/ Anthony  P  Terracciano 

51 

Bayonne  NJ 

St  Peter's,  BS  '60/Fordham,  MA  '62 

banking 

t 

t 

First  Financial  Mgmt/Patrick  H  Thomas 

47 

Atlanta  GA 

Georgia  St,  BS  'NA/Georgia  St,  MS  'NA 

banking 

19 

16 

First  Florida  Banks/A  Bronson  Thayer 

50 

Mineola  NY 

Harvard,  BA  '61/NYU,  MBA  '67 

financial 

8 

7 

First  Hawaiian/Walter  A  Dods  Jr 

49 

Honolulu  HI 

U  of  Hawaii,  BBA '67 

marketing 

21 

1 

First  Interstate  Bncp/Joseph  J  Pinola 

65 

Pittston  PA 

Bucknell,  BA  49 

banking 

14 

12 

First  of  America  Bank/Daniel  R  Smith 

56 

Kalamazoo  MI 

Western  Michigan,  BBA  '55 

banking 

34 

5 

First  Security/Spencer  F  Eccles 

55 

Ogden  UT 

Utah,  BS  '56/Columbia,  MA  '59 

banking 

31 

9 

First  Tennessee  Natl/Ronald  Terry 

59 

Memphis  TN 

Memphis  St,  BS  '52 

banking 

33 

17 

First  Union/Edward  E  Crutchfield  Jr 

48 

Dearborn  MI 

Davidson,  BA  '63/Pennsylvania,  MBA  '65 

banking 

25 

6 

First  Virginia  Banks/Robert  H  Zalokar 

63 

West  Mineral  KS 

Kansas,  BS  '50 

banking 

35 

5 

First  Wachovia/John  G  Medlin  Jr 

56 

Benson  NC 

N  Carolina,  BS  '56 

banking 

31 

13 

Firstar/John  H  Hendee  Jr 

64 

Milwaukee  WI 

Williams,  BA  '49/Wisconsm,  MBA  '56 

banking 

41 

2. 

FirstFed  Michigan/Carlos  G  Harling 

44 

Gainesville  FL 

Florida,  BBA  '68/Wayne  State,  MBA  '69 

hnancial 

11 

t 

FirsTier  Financial/David  A  Rismiller 

54 

Baltimore  MD 

Ohio  St,  BS 

banking 

2 

1 

Fleet/Norstar  Finl/Tenence  Murray 

50 

Woonsocket  RI 

Harvard,  BA  '62 

banking 

28 

8 

Fleetwood  Enterprises/John  C  Crean* 

64 

Bowden  ND 

administration 

40 

40 

Fleming  Cos/E  Dean  Werries 

61 

Tescott  KS 

Kansas,  BS  '52 

operations 

36 

2 

FlightSafety  Intl/ Albert  L  Ueltschi* 

73 

Frankfort  KY 

technical 

39 

39 

'Company  founder.     JNew  CEO,  less  than  six  months'  service. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data' 
sales              profits 
(mil)               (mil) 

Company 

Salary  +  bonus 
(000)          %  change 

other 
(000) 

stk  gains 
(000) 

NA 

0 

— 

— 

— 

— 

1.73%             $2.0 

$659 

$-150.7 

Enstar  Group 

$691 

87% 

$12 

— 

$703 

490 

t                   0.1 

3,724 

-472.6 

Entergy 

1,146 

4 

70 

— 

1,216 

268 

2.01                  2.0 

447 

22.4 

Equimark 

378 

NA 

4 

— 

381 

692 

0.42                   0.9 

587 

20.6 

Equitable  of  Iowa 

861 

8 

10 

— 

871 

413 

5.12               153.5 

2,4.32 

219.5 

Ethyl 

1,385 

2 

73 

— 

1,458 

208 

0.01                  6.5 

86,656 

2,975.0 

Exxon 

228 

-32 

— 

— 

228 

762 

1.13                   0.5 

308 

-27.4 

Farm  &  Home  Finl 

450* 

-17 

— 

— 

450 

645 

0.51                      § 

555 

-11.1 

FafWest  Financial 

880 

36 

— 

— 

880 

410 

8.16               235.4 

6,769 

113.6 

Federal  Express 

1,318 

32 

832 

$2,632 

4,782 

28 

0.04                   3.6 

11,557 

807.3 

Federal  Natl  Mortgage 

1,627 

-5 

45 

2,845 

4,517 

32 

2.04                 16.9 

1,310 

205.5 

Federal  Paper  Board 

739 

NA 

— 

— 

739 

471 

t                      § 

1,362 

23.4 

Fieldcrest  Cannon 

764 

20 

— 

209 

973 

362 

0.42                   5.4 

768 

108.3 

Fifth  Third  Bancorp 

356* 

-15 

— 

— 

356 

711 

2.38                      § 

460 

-30.0 

Fin  Cp  Santa  Barbara 

563 

3 

29 

157 

749 

465 

0.09                   0.4 

568 

62.6 

First  Alabama  Bcshs 

375 

-6 

37 

82 

494 

614 

0.48                  1.5 

751 

4.2 

First  American  Corp 

293 

1 

4 

— 

297 

745 

0.08                  0.3 

329 

38.6 

First  Bncp  Ohio 

NA 

NA 

— 

— 

— 

— 

t                     § 

2,500 

2.4 

First  Bank  System 

1,900 

32 

4 

— 

1,904 

129 

0.77                   1.8 

973 

69.5 

First  Capital  Holding 

1,461 

-4 

4 

— 

1,465 

206 

0.27                   5.3 

5,551 

358.7 

First  Chicago 

323 

7 

42 

— 

366 

705 

9.87                 37.9 

375 

27.1 

First  Citizens  Bcshs 

739 

134 

13 

— 

752 

464 

5.29                 29.9 

1,458 

112.2 

First  City  Bncp  Texas 

505 

12 

21 

— 

526 

590 

0.50                   1.3 

456 

28.2 

First  Commerce 

466 

4 

9 

— 

475 

628 

7.57                 32.4 

628 

50.7 

First  Empire  State 

605 

-66 

— 

1,648 

2,252 

89 

1.23                   2.9 

2,288 

52.5 

First  Executive 

575* 

NA 

— 

— 

575 

559 

t                      § 

2,993 

159.5 

First  Fidelity  Bncp 

2,506 

NA 

118 

— 

2,624 

71 

1.38                   7.3 

889 

56.8 

First  Financial  Mgmt 

9« 

0 

— 

— 

9 

777 

0.09                  0.3 

551 

39.5 

First  Florida  Banks 

519 

NA 

— 

— 

519 

596 

0.79                   4.5 

473 

57.4 

First  Hawaiian 

1,069 

12 

317 

122 

1,508 

194 

0.06                   1.3 

6,535 

-151.9 

First  Interstate  Bncp 

650 

16 

— 

— 

650 

512 

0.11                   0.9 

1,306 

122.9 

First  of  America  Bank 

412 

11 

4 

— 

415 

673 

3.89                 17.2 

607 

43.1 

First  Security 

371 

5 

167 

1,192 

1,730 

153 

1.30                   4.7 

709 

28.8 

First  Tennessee  Natl 

1,020 

13 

79 

— 

1,099 

314 

0.07                   1.3 

3,313 

256.2 

First  Union 

577 

6 

20 

191 

787 

445 

0.13                   0.8 

535 

67.4 

First  Virginia  Banks 

818 

-3 

46 

55 

919 

391 

0.09                   2.3 

2,433 

269.0 

,  First  Wachovia 

609 

'      15 

36 

405 

1,049 

336 

0.28                   1.8 

923 

87.2 

Fiistar 

370* 

NA 

— 

— 

370 

703 

0.15                      § 

1,156 

10.5 

FirstFed  Michigan 

309 

NA 

— 

— 

309tt 

736 

0.09                  0.2 

.248 

20.5 

FirsTier  Financial 

1,327 

32 

42 

1,462 

2,831 

59 

0.13                   2.8 

3,658 

371.3 

Fleet/Norstar  Finl 

770 

26 

450 

— 

1,220 

266 

18.20               106.8 

1,543 

55.6 

Fleetwood  Enterprises 

541 

-1 

13 

— 

555 

570 

0.25                   2.4 

12,045 

80.1 

Fleming  Cos 

299 

NA 

— 

— 

299 

744 

3.48               633.8 

209 

65.6 

FlightSafety  Intl 

'Sales  and  profits  a.s  reponed  in  the  Forbes  5<K)s  Annual  Direac>r\-  is,sue 
CEO;  cash  compeasation  is  for  another  executive  office.     IJDirector's 

,Api  30.1990. 
fees  only.    NA: 

•Annualized  saian-      t'c'ss 
Not  available. 

than  0.01% 

§Le.ss  than  $100,000.     ttNe^v 
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Corporate  America's  Most  Powerful  People 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years) 
as 
CEO 

Florida  Federal/John  W  Sapanski 

59 

Brooklyn  NY 

CUNY  City  Col,  BBA  '57/Citv  Col,  MBA  '60 

banking 

2 

2 

Florida  Progress/Jack  B  Critchfield 

57 

Rockv-'OodPA 

Slippery  Rock  U,  BS  '55/Pittsburgh,  MA  '60 

administration 

7 

t 

Fluor/Leslie  G  McCraw 

55 

Sandy  Sprmgs  SC 

Clemson,  BSCE  '56 

c 

technical 

13 

t 

FMC/Robert  H  Malott 

63 

Boston  MA 

Kansas,  AB  '48/Harvard,  MBA  '50 

operations 

37 

18 

Food  Lion/Tom  E  Smith 

49 

Salisbury  NC 

Catawba,  BA  '64 

retailing 

20 

4 

Ford  Motor/Harold  A  Poling 

64 

Detroit  MI 

Monmouth,  BA  '49/Indiana,  MBA  '5 1 

financial 

39 

t 

Fortune  Financial/John  A  Moran 

58 

Los  Angeles  CA 

Utah,  BS  '54 

banking 

23 

t 

Foster  Wheeler/Louis  E  Azzato 

59 

New  York  NY 

CUNY  City  Col,  BS  '52 

technical 

38 

9 

Fourth  Financial/Jordan  L  Haines 

63 

Sabetha  KS 

Kansas,  BA  '49/Kansas,  LLD  '57 

administration 

28 

5 

FPL  Group/James  L  Broadhead 

55 

New  Rochelle  NY 

Comell,  BSME  '58/Columbia,  JD  '63 

technical 

2 

1 

Franklin  Resources/Charles  B  Johnson 

57 

Montclair  NJ 

Yale,  BA  '54 

hnancial 

33 

19 

Freeport-McMoRan/James  R  Moffett 

51 

Houma  LA 

Texas,  BS  '61/Tulane,  MS  '63 

technical 

20 

6 

Fruit  of  the  Loom/WiUiam  Farley 

47 

Pawtucket  RI 

Bowdoin,  AB  '64/Boston  C,  JD  '69 

legal 

14 

5 

Fund  American  Cos/John  J  Byrne 

57 

Passaic  NJ 

Rutgers,  BS  '54/Michigan,  MS  '59 

insurance 

5 

5 

Gannett/John  f  Curley 

51 

Easton  PA 

Dickinson,  BA  '60/Columbia,  MS  '63 

journalism 

20 

4 

Gap/Donald  G  Fisher* 

61 

San  Francisco  CA 

Calii  Berkeley,  BS '50 

investment 

21 

21 

GATX/James  J  Glasser 

55 

Chicago  IL 

Yale,  AB  '55/Harvard,  JD  '58 

legal 

29 

12 

Geico/William  B  Snyder 

60 

Clarksburg  WV 

Texas  Tech,  BS  '55 

marketing 

13 

5 

GenCorp/A  William  Reynolds 

56 

Columbus  OH 

Harvard,  AB  '55/Stanford,  MBA  '57 

administration 

6 

5 

Genentech/G  Kirk  Raab 

54 

New  York  NY 

Colgate,  BS  '59 

marketing 

5 

t 

General  Cinema/Richard  A  Smith 

65 

Boston  MA 

Harvard,  BS  '46 

administration 

43 

43 

General  Dynamics/Stanley  C  Pace 

68 

BurkesvilleKY 

US  Military  Acad,  BS  '43/Cal  Tech,  MS  '49 

administration 

5 

4 

General  Electric/John  F  Welch  Jr 

54 

Peabody  MA 

Massachusetts,  BS  '57/Illinois,  PhD  '60 

technical 

30 

9 

General  Instrument/Frank  G  Hickey 

62 

Stevens  Point  WI 

Dayton,  BS  '50 

marketing 

25 

15 

General  Mills/H  Brewster  Atwater  fr 

59 

Minneapolis  MN 

Princeton,  AB  '52/Stanford,  MBA  '54 

marketing 

32 

9 

General  Motors/Roger  B  Smith 

64 

Columbus  OH 

Michigan,  BBA  '47/Michigan,  MBA  '49 

financial 

41 

9 

General  Public  Utils/Standley  H  Hoch 

57 

Canonsburg  PA 

Oberlin,  BA  '54 

financial 

1 

1 

General  Re/Ronald  E  Ferguson 

48 

Chicago  IL 

Blackburn,  BA  '63/Michigan,  MS  '65 

insurance 

21 

3 

General  Signal/Edmund  M  Carpenter 

48 

Toledo  OH 

Michigan,  BSE  '63/Michigan,  MBA  '64 

operations 

2 

2 

Genuine  Parts/Larry  L  Prince 

51 

Dyersburg  TN 

Memphis  St 

administration 

32 

t 

Georgia  Gulf/James  R  Kuse 

59 

Lincoln  NE 

Oregon  St,  BS  '53 

technical 

23 

5 

Georgia-Pacif  ic/T  Marshall  Hahn  Jr 

63 

Lexington  KY 

Kentucky,  BS  '45/MIT,  PhD  '50 

technical 

15 

7 

Gerber  Products/ Alfred  A  Piergallini 

43 

Martin's  Creek  PA  Lafayette,  BA  '68/Chicago,  MBA  '70 

marketing 

1 

t 

Giant  Food/Israel  Cohen* 

77 

Israel 

administration 

54 

13 

Gillette/Colman  M  Mockler  Jr 

60 

St  Louis  MO 

Harvard,  AB  '52/Harvard,  MBA  '54 

hnancial 

33 

15 

PH  Glatfelter/Thomas  C  Norris 

52 

York  PA 

Gettysburgh  College,  BA  '60 

administration 

30 

10 

GlenFed/Norman  M  Coulson 

57 

Hilt  CA 

Cal  St  Long  Beach,  BA  '57/Pepperdine,  MBA  '73 

banking 

33 

3 

Golden  West  Finl/Herbert  M  Sandler' 

58 

New  York  NY 

CUNY  City  Col,  BSS  '51 /Columbia,  JSD  '54 

hnancial 

27 

27 

Goldome/Thomas  A  Cooper 

53 

Philadelphia  PA 

Haverford,BA'57 

banking 

1 

1 

BF  Goodrich/John  D  Ong 

56 

Uhnchsville  OH 

Ohio  St,  BA  '54/Harvard,  LLB  '57 

operations 

29 

11 

Goodyear/Tom  H  Barrett 

59 

Topcka  KS 

Kans.s  St,  BS  '53/MIT,  MA  '69 

technical 

37 

1 

WR  Grace/J  Peter  Grace 

77 

Manhasset  NY 

Yale,  KA  '36 

financial 

54 

45 

WW  Grainger/David  W  Grainger 

62 

Chicago  IL 

Wisconsin,  BS  '50 

admmistration 

40 

16 

'Office  jointly  held  with  Marion  O  Sandler. 

'Company  founder      i  New  CEO,  less  than  six  moiirh^'  service. 
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Compeo 

+  bonus 
%  change 

total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

Company  data* 
sales             profits 
(mil)               (mil) 

Company 

Salary 
(000) 

other 
(000) 

stk  gains 
(000) 

$345 

25% 

$49 

— 

$394 

689 

0.06%                  § 

$448 

$-72.1 

Florida  Federal 

400* 

NA 

— 

— 

400 

686 

i                § 

2,129 

187.1 

Florida  Progress 

748 

NA 

1,039 

$1,064 

2,850tt 

58 

0.06                $2.1 

6,733 

115.1 

Fluor 

1,090 

4 

106 

— 

1,195 

280 

0.67                   7.2 

3,415 

156.7 

FMC 

581 

9 

30 

33 

644 

519 

0.85                 33.9 

4,717 

139.8 

Food  Lion 

2,149 

NA 

50 

— 

2,199tt 

95 

0.04                   7.8 

96,146 

3,835.0 

Ford  Motor 

NA 

NA 

— 

— 

— 

— 

0.74                   0.3 

312 

-9.3 

Fortune  Financial 

445 

NA 

— 

— 

445 

649 

0.12                   0.9 

1,243 

33.6 

Foster  Wheeler 

446 

21 

20 

110 

575 

558 

0.51                   2.3 

304 

34.4 

Fourth  Financial 

793 

NA 

11 

— 

804 

437 

t                      § 

6,180 

410.4 

FPL  Group 

452 

NA 

18 

— 

471 

630 

20.64               243.7 

263 

82.4 

Franklin  Resources 

1,359 

-13 

1,086 

11,072 

13,517 

6 

1.18                 21.0 

1,958 

149.9 

Freeport-McMoRan 

NA 

NA 

— 

— 

— 

— 

27.77               228.6 

1,321 

72.0 

Fruit  of  the  Loom 

850 

-24 

70 

— 

920 

390 

0.29                   3.1 

3,490 

73.3 

Fund  American  Cos 

1,281 

5 

24 

—    - 

1,305 

240 

0.06                   3.6 

3,518 

397.5 

Gannett 

1,746 

27 

15 

— 

1,761 

144 

41.47               930.6 

1,587 

97.6 

Gap 

817 

NA 

97 

804 

1,718 

154 

0.53                   3.3 

702 

65.7 

GATX 

700 

0 

265 

— 

965 

370 

0.36                   8.2 

1,939 

213.1 

Geico 

795 

-5 

14 

— 

809 

430 

0.15                   0.6 

1,938 

210.0 

GenCorp 

NA 

NA 

— 

— 

— 

— 

0.02                   0.4 

383 

44.0 

Genentech 

1,051 

-14 

2 

— 

1,054 

332 

24.28              366.6 

1,991 

947.5 

General  Cinema 

1,199 

15 

120 

— 

1,318 

237 

0.04                   0.7 

10,043 

293.1 

General  Dynamics 

2,580 

10 

69 

917 

3,566 

43 

0.02                 11.8 

54,574 

3,939.0 

General  Electric 

928 

16 

31 

— 

959 

373 

0.22                   2.5 

1,355 

97.9 

General  Instrument 

1,431 

9 

434 

— 

1,865 

133 

0.15                   8.7 

6,180 

341.7 

General  Mills 

1,092 

11 

1,017 

— 

2,109 

109 

0.01                   4.6 

126,932 

4,224.3 

General  Motors 

513 

14 

3 

— 

516 

600 

t                      § 

2,911 

282.5 

General  Public  Utils 

1,105 

13 

124 

281 

1,511 

192 

0.02                   1.6 

2,771 

598.5 

General  Re 

1,052 

60 

944 

— 

1,996 

120 

0.08                  0.9 

1,918 

78.5 

General  Signal 

522 

NA 

— 

96 

618tt 

535 

0.04                  1.3 

3,161 

199.5 

Genuine  Parts 

896 

7 

— 

— 

896 

402 

6.10                 66.2 

1,104 

192.0 

Georgia  Gulf 

1,700 

79 

281 

— 

1,981 

121 

0.17                  5.9 

10,171 

661.0 

Georgia-Pacific 

NA 

NA 

— 

— 

— 

— 

t                     § 

1,134 

92.6 

Gerber  Products 

1,247 

26 

— 

— 

1,247 

261 

4.53                 73.8 

3,249 

108.4 

Giant  Food 

1,105 

17 

55 

— 

1,160 

288 

0.19                   9.4 

3,819 

284.7 

Gillette 

619 

12 

— 

— 

619 

533 

0.24                   2.2 

599 

92.9 

PH  Glatfelter 

757 

:      17 

23 

218 

998 

349 

0.12                   0.4 

2,732 

116.0 

Giv-nFed 

666 

10 

— 

620 

1,286 

247 

6.78               110.2 

1,941 

157.9 

Golden  West  Finl 

737 

32 

65 

— 

802 

438 

0.07                      § 

1,379 

-253.0 

Goldome 

1,036 

8 

311 

— 

1,347 

229 

0.18                  1.9 

2,420 

172.4 

BF  Goodrich 

955 

9 

— 

— 

955 

374 

0.02                  0.4 

10,869 

189.4 

Goodyear 

1,530 

10 

1,212 

546 

3,288 

52 

0.35                  8.0 

6,115 

253.2 

WR  Grace 

847 

33 

— 

— 

847 

417 

10.55               206.1 

1,727 

119.6 

WW  Grainger 

'Sales  and  profits  as  reponed  in  the  Forbes  500s  Annual  Directory'  issue,  Apr.  30, 1990. 
CEO;  cash  compensation  is  for  another  executive  office.     NA:  Not  available. 

'Annualized  salarv'.     JLess  than  0.0 1  % . 

§Less  than  $100,000.     ttNew 
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SIEMENS 


1874.  That  was  then 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


I  Siemens  Corporation  1990 


1990.  This  is  now 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  50  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
^Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003T,  Trenton,  New  Jersey  08650 

Automation        Automotive  Electronics        Electronic  Components        Energy        Graphic  Systems 
Information  Systems       Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications 


Corporate  America's  Most  Powerful  People 

^ 

—  - 1 

1^ 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years) 
as 
CEO 

^ 

ICH/John  Franco 

48 

New  York  NY 

Columbia,  AB  '63/NYU,  LLB  67 

financial 

1 

1 

Idaho  Power/Joseph  W  Marshall 

51 

Twin  Falls  ID 

US  Naval  Acad,  BS  '61 

technical 

21 

1 

Illinois  Power/Wendell  J  Kelley 

64 

Champaign  IL 

Illinois,  BS  '49 

technical 

41 

24 

Illinois  Tool  Works/John  D  Nichols 

59 

China 

Harvard,  BA  '53/Harvard,  MBA  *55 

operations 

10 

8 

IMC  Fertilizer  Group/Billie  B  Turner 

59 

WhitesboroTX 

Texas  A&M,  BS  52 

sales 

36 

7 

INB  Financial/Thomas  M  Miller 

60 

Corydon IN 

Indiana,  BS  '52 

banking 

36 

9 

Independence  Bancorp/John  D  Harding 

46 

Bristol  PA 

Rider,  BA  '67 

banking 

2 

1 

Ingersoll-Rand/Theodore  H  Black 

61 

Jersey  City  NJ 

US  Naval  Acad,  BS  '53 

technical 

33 

2 

Inland  Steel  Inds/Frank  W  Luerssen 

62 

Reading  PA 

Penn  St,  BS  '50/Lehigh,  MS  '51 

technical 

38 

7 

Inspiration  Resource/Reuben  F  Richards 

60 

New  York  NY 

Harvard,  AB  '52 

banking 

7 

7 

Integra  Financial/William  F  Roemer 

56 

Youngstown  OH 

Princeton,  BA  '55 

banking 

20 

11 

Intel/Andrew  S  Grove 

53 

Hungary 

CUNY  City  Col,  BS  '60/Calif  Berkeley,  PhD  '63 

technical 

22 

3 

Interco/Harvey  Saligman 

51 

Philadelphia  PA 

Phil  Col  Textiles,  BS  '60 

administration 

14 

7 

Intergraph/James  W  Meadlock* 

56 

Taylorsyille  NC 

N  Carolina  St,  BS  '56 

technical 

21 

21 

IBM/John  FAkers 

55 

Boston  MA 

Yale,  BS  '56 

marketing 

30 

5 

Intl  Flavors  &  Frags/Eugene  P  Grisanti 

60 

Buffalo  NY 

Boston  U,  LLB  '53/Harvard,  LLM  '54 

legal 

30 

5 

Intl  Minerals  &  Chem/George  D  Kennedy 

63 

Pittsburgh  PA 

WUliams,  BA  '48 

administration 

19 

7 

Intl  Multifoods/Anthony  Luiso 

46 

Italy 

lona,  BA  '67/Chicago,  MBA  '82 

financial 

3 

1 

International  Paper/John  A  Georges 

59 

El  Paso  TX 

Illinois,  BS  '51/Drexel,  MS  '57 

technical 

11 

6 

Interpublic  Group/Philip  H  Geier  Jr 

55 

Pontiac  MI 

Colgate,  BA  '57/Columbia,  MBA  '58 

administration 

15 

10 

Ipalco  Enterprises/John  R  Hodowal 

45 

Dayton  OH 

Purdue,  BSIE  '66/Indiana,  JD  '70 

hnancial 

22 

1 

Itel/Samuel  Zell 

48 

Chicago  IL 

Michigan,  BA  '61 /Michigan,  JD  '63 

investment 

22 

22 

ITT/Rand  VAraskqg 

58 

Fergus  Falls  MN 

US  Military  Acad,  BS  '53 

administration 

24 

11 

James  River  Corp  Va/Brenton  S  Halsey* 

63 

Newport  News  VA 

Virginia,  BS  '52 

technical 

21 

21 

JeKerson-Pilot/W  Roger  Soles 

69 

Whiteville  NC 

N  Carolina,  BS  '47 

investment 

43 

23 

Johnson  &  Johnson/Ralph  S  Larsen 

51 

Brooklyn  NY 

Hofstra,  BBA  '62 

operations 

28 

1 

Johnson  Controls/James  H  Keyes 

49 

La  Crosse  WI 

Marquette,  BS  '62/Northwestem,  MBA  '63 

financial 

24 

2 

Jostens/H  William  Lurton 

60 

Greenwich  CT 

Principia,  B A  '5 1 

sales 

35 

18 

JWP/ Andrew  T  Dwyer 

41 

Morristown  NJ 

Yale,  BA  '71/New  York  Law  Sch,  JD  '74 

legal 

14 

5 

K  mart/Joseph  E  Antonini 

48 

Morgan  town  WV 

West  Virginia,  BS  '64 

retailing 

26 

3 

Kansas  City  P&L/A  Drue  Jennings 

43 

Topeka  KS 

Kansas,  BS  '68/Kansas,  JD  '72 

legal 

16 

2 

Kansas  Power  &  Light/John  E  Hayes  Jr 

52 

Kansas  City  MO 

Rockhurst,  BS  '59 

administration 

1 

1 

Kaufman  &  Broad  Home/Bruce  £  Karatz 

44 

Chicago  IL 

Boston  U,  BA  '67/USC,  JD  '70 

legal 

18 

4 

Kellogg/William  E  LaMothe 

63 

Brooklyn  NY 

Fordham,  BA  '50 

marketing 

40 

11 

Kelly  Services/Terence  E  Adderley 

56 

Detroit  MI 

Michigan,  BBA  '55/Michigan,  MBA  '56 

financial 

32 

23 

Kemper/Joseph  E  Luecke 

63 

Philadelphia  PA 

La  Salic,  BA  '50 

insurance 

39 

11 

Kentucky  Utilities/John  T  Newton 

59 

ShelbyviUe  KY 

Western  Kentucky,  BS  '52 

financial 

32 

3 

Kent-McGee/Frank  A  McPherson 

57 

Stillwater  OK 

Oklahoma  St,  BS '57 

operations 

33 

7 

KeyCorp/Victor  J  Riley  Jr 

58 

Buffalo  NY 

Notre  Dame,  BA  '53 

financial 

26 

16       i 

Kimberly-Clark/Darwin  E  Smith 

64 

Garrett  IN 

Harvard,  LLB  '55 

legal 

32 

18 

King  World  Prods/Michael  King 

42 

Summit  NJ 

Fairleigh  Dickinson,  BA  '71 

marketing 

17 

6 

Knight-Ridder/James  K  Batten 

54 

Suffolk  VA 

Davidson,  BS  '57/Princeton,  MPA  '62 

journalism 

33 

2 

Kroger/Lyle  Everingham 

64 

Fhnt  MI 

retailing 

43 

12 

'Company  founder. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data* 
sales             profits 
(mil)              (mil) 

Company 

Salary 
(000) 

+  bonus               other 
%  change          (000) 

stk  gains 
(000) 

$500* 

NA 

— 

— 

$500 

609 

0.58% 

$0.8 

$2,239 

S-75.2 

ICH 

147 

NA 

$5 

— 

152tt 

770 

0.03 

0.2 

496 

84.7 

Idaho  Power 

395 

3% 

17 

— 

412 

675 

0.02 

0.3 

1,313 

-288.4 

Illinois  Power 

753 

5 

10 

— 

763 

456 

0.51 

13.5 

2,173 

163.8 

Illinois  Tool  Works 

861 

49 

15 

$104 

980 

357 

0.20 

1.7 

1,157 

110.7 

IMC  Fertilizer  Group 

577 

5 

143 

— 

720 

483 

0.67 

2.8 

645 

59.1 

INB  Financial 

277 

NA 

26 

— 

304 

738 

0.03 

§ 

272 

15.0 

Independence  Bancorp 

1,103 

40 

142 

353 

1,599 

178 

0.03 

0.8 

3,447 

202.2 

Ingersoll-Rand 

734 

-22 

15 

56 

805 

435 

0.20 

2.1 

4,147 

119.7 

Inland  Steel  Inds 

655 

-8 

46 

— 

700 

494 

0.02 

§ 

1,373 

25.2 

Inspiration  Resource 

300 

-8 

100 

— 

400 

687 

0.10 

0.6 

716 

35.6 

Integra  Financial 

701 

-2 

22 

— 

723 

481 

0.15 

10.7 

3,127 

391.0 

hitel 

742 

4 

— 

415 

1,157 

290 

0.32 

§ 

1,759 

-64.5 

Interco 

300 

22 

12 

— 

312 

734 

5.94 

54.1 

860 

79.5 

Intergraph 

713 

-53 

708 

465 

1,886 

130 

t 

4.3 

62,710 

3,758.0 

IBM 

660 

9 

17 

128 

805 

434 

1.12 

24.8 

870 

138.6 

Intl  Flavors  &  Frags 

991. 

-55 

314 

— 

1,304 

241 

0.34 

4.5 

1,166 

81.8 

Intl  Minerals  &.  Chem 

374» 

NA 

3 

— 

377 

697 

0.04 

0.1 

2,026 

28.3 

Intl  Multifoods 

1,311 

7 

135 

— 

1,446 

212 

0.13 

6.7 

11,378 

864.0 

International  Paper 

1,705 

NA 

3,320 

— 

5,025 

23 

1.60 

17.2 

1,218 

70.6 

Interpubhc  Group 

473 

-25 

23 

— 

496 

612 

0.02 

0.2 

595 

95.5 

Ipalco  Enterprises 

1,112 

31 

— 

— 

1,112 

310 

t 

§ 

2,121 

29.9 

Itel 

2,350 

5 

1,582 

— 

3,932 

36 

0.25 

15.7 

20,054 

922.0 

ITT 

977 

6 

20 

— 

997 

350 

0.83 

16.4 

6,071 

245.0 

James  River  Corp  Va 

972 

9 

— 

— 

972 

363 

0.15 

2.1 

1,140 

137.7 

Jefferson-Pilot 

847 

33 

— 

269 

1,117 

306 

t 

1.4 

9,757 

1,082.0 

Johnson  &  Johnson 

749 

5 

— 

740 

1,489 

200 

0.10 

1.1 

•3,894 

95.0 

Johnson  Controls 

882 

NA 

22 

— 

905 

399 

0.90 

9.0 

753 

58.2 

Jostens 

1,274 

NA 

1 

— 

•   1,275 

251 

6.36 

45.1 

1,742 

38.8 

JWP 

899 

-3 

29 

— 

928 

385 

0.02 

1.0 

29,792 

322,7 

K  mart 

368 

19 

19 

— 

387 

690 

0.02 

0.2 

731 

108.6 

Kansas  City  P&X 

NA 

NA 

— 

— 

— 

— 

t 

§ 

1,128 

72.8 

Kansas  Power  &.  Light 

383 

NA 

2,634 

— 

3,017 

55 

0.82 

2.9 

1,265 

81.4 

Kaufman  &  Broad  Home 

1,070 

-18 

21 

— 

1,091 

319 

0.19 

14.3 

4,652 

422.1 

Kellogg 

630 

-    NA 

— 

— 

630 

527 

5.49 

59.8 

1,377 

70.8 

Kelly  Services 

651 

57 

— 

— 

651 

511 

0.22 

4.1 

2,774 

307.4 

Kemper 

287 

^     23 

— 

— 

287 

749 

0.04 

0.3 

532 

82.3 

Kentucky  Utilities 

777 

*      35 

14 

91 

882 

408 

0.07 

1.6 

3,087 

156.0 

Kerr-McGee 

1,101 

40 

21 

— 

1,122 

304 

0.05 

0.5 

1,642 

136.9 

KeyCorp 

1,308 

9 

6 

— 

1,314 

239 

0.21 

11.4 

5,734 

423.8 

Kimberly-Clark 

1,665 

NA 

10 

— 

1,675 

165 

8.84 

76.8 

428 

78.3 

King  World  Prods 

678 

-9 

— 

416 

1,094 

318 

0.02 

0.5 

2,268 

247.2 

Knight-Ridder 

999 

-1 

— 

1,081 

2,080 

112 

0.42 

4.2 

18,832 

-16.3 

Kroger 

'Sales  and  profits  as  reponed  in  the  Forbes  500s  Annual  Direaor>'  issue,  Apr.  30,  1990. 
CEO;  cash  compeasation  is  for  another  executive  oflRce.    NA:  Not  available 

'Annualized 

salary.     tLess  than  0.01%, 

§Less  than  $100,000.     ttNew 
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Corporate  America's  Most  Powerful  People 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure  (years) 
with                as 
firm              CEO 

Lafarge/Robert  W  Murdoch 

48 

Australia 

U  of  Brit  Columbia,  BA  '64/ U  of  Toronto,  LLB  '67 

administration 

23 

1 

Landmark  Land/Gerald  G  Barton 

59 

Okla  City  OK 

Oklahoma,  '53 

operations 

19 

19 

Liberty  National/Joseph  W  Phelps 

63 

Richmond  KY 

banking 

32 

t 

Eli  Lilly/Richard  D  Wood 

63 

Brazil  IN 

Purdue,  BS  '48/Permsylvania,  MBA  '50 

marketing 

40 

17 

Limited/Leslie  H  Wexner* 

52 

Dayton  OH 

Ohio  St,  BS '59                ■            " 

retailing 

27 

27 

LIN  Broadcasting/Donald  A  Pels' 

62 

New  Rochelle  NY 

Pennsylvania,  BS  '48/NYU,  ID  '53 

admmistration 

21 

21 

Lincoln  National/Ian  M  RoUand 

56 

Fort  Wayne  IN 

DePauw,  BA  '55/Michigan,  MA  '56 

msurance 

34 

13 

Litton  Industries/Orion  L  Hoch 

61 

Canonsburg  PA 

Camegie-Mellon,  BS  '52/Stanford,  PhD  '57 

technical 

33 

3 

Liz  Claiborne/Jerome  A  Chazen* 

63 

New  York  NY 

Wisconsin,  BA  '48/Columbia,  MBA  '50 

financial 

13 

1 

Lockheed/Daniel  M  Tellep 

58 

Forest  City  PA 

Calif  Berkeley,  BSME  '54/Berkeley,  MSEE  '55 

technical 

35 

1 

Loews/Laurence  A  Tisch^ 

67 

Brooklyn  NY 

NYU,  BS  '42/Pennsylvania,  MA  '43 

financial 

31 

30 

Lone  Star  Tech/John  P  Harbin 

72 

Waxahachie  TX 

Texas,  BA  '39 

financial 

1 

1 

Long  Island  Lighting/ William  I  Catacosinos 

60 

New  York  NY 

NYU,  BS  '51 /NYU,  PhD  '62 

technical 

11 

6 

Longs  Drug  Stores/Robert  M  Long 

52 

Oakland  CA 

Claremont  Mens  C,  BA  '60 

retailing 

29 

13 

Loral/Bernard  L  Schwartz 

64 

New  York  NY 

CUNY  City  Col,  BBA '48 

administration 

IS 

18 

Lotus  Development/Jim  P  Manzi 

38 

New  York  NY 

Colgate,  BA  '73/Tufts,  MA  '79 

journalism 

7 

4 

Louisiana  Land/H  Leighton  Steward 

55 

Fairfield  TX 

So  Methodist,  BS  '58/So  Methodist,  MS  '60 

banking 

8 

1 

Louisiana-Pacific/Harry  A  Merlo 

65 

StirUng  City  CA 

Calif  Berkeley,  BS '49 

marketing 

40 

16 

Louisville  G&E/Roger  W  Hale 

46 

Baltimore  MD 

Maryland,  BA  '65/MIT,  MS  '79 

marketing 

1 

1 

Lowe's  Cos/Leonard  G  Herring 

62 

Snow  Hill  NC 

N  Carolina,  BS  '48 

financial 

34 

12 

LTV/Raymond  A  Hay 

61 

Long  Island  NY 

LIU,  BS  '49/St  John's,  MBA  '60 

administration 

15 

7 

Lubrizol/Lester  E  Coleman 

59 

Akron  OH 

Akron,  BS  '52/Ulmois,  PhD  '55 

technical 

35 

12 

Lyondell  Petrochem/Bob  Gi:iower 

52 

West  Frankfort  IL 

Southern  Illinois,  BA  '58/Minnesota,  PhD  '63 

technical 

27 

2 

Mack  Trucks/Ralph  E  Reins 

49 

Detroit  MI 

Michigan,  BSIE  '63 

marketing 

1 

1 

Manufacturers  Hanover/John  F  McGillicuddy 

59 

Harrison  NY 

Princeton,  BA  '52/Harvard,  LLB  '55 

banking 

31 

11 

Manufacturers  Natl/Gerald  V  MacDonald 

51 

Detroit  MI 

Michigan,  BA  '60 

banking 

30 

t 

Manville/W  Thomas  Stephens 

47 

Crossett  AR 

Arkansas,  BS  '65/Arkansas,  MS  '66 

operations 

27 

4 

Mapco/James  E  Barnes 

56 

Ponca  City  OK 

Oklahoma  St,  BS  '57 

operations 

7 

6 

Marion  Merrell  Dow/Joseph  G  Temple  Jr 

60 

New  York  NY 

Purdue,  BSCHE '51 

technical 

39 

t 

Marriott/J  Willard  Marriott  Jr 

58 

Washington  DC 

Utah,  BS  '54 

administration 

34 

18 

Marsh  &  McLennan  Cos/Frank  J  Tasco 

62 

New  York  NY 

NYU,  BA  '49 

insurance 

36 

4 

Marshall  &  Ilsley/John  A  Puelicher 

69 

Milwaukee  WI 

Wis  Milw,  BA  '43 

banking 

44 

32 

Martin  Marietta/Norman  R  Augustine 

54 

Denver  CO 

Princeton,  BS  '57/Prmceton,  MS  '59 

technical 

13 

2 

Masco/Richard  A  Manoogian 

53 

Long  Branch  NJ 

Yale,  BA  '58 

administration 

32 

22 

Masco  Industries/Richard  A  Manoogian 

53 

Long  Branch  NJ 

Yale,  BA  '58 

administration 

32 

5 

Mattel/John  W  Amerman 

58 

Newark  NJ 

Dartmouth,  BA  '53/Dartmouth,  MBA  '54 

marketing 

10 

3 

Maxxam/Charles  E  Hurwitz 

50 

KilgoreTX 

Oklahoma,  BS  '62 

investment 

12 

10 

May  Dept  Stores/David  C  Farrell 

56 

Chicago  IL 

Antioch,  BA  '56 

retailing 

34 

11 

Maytag/Daniel  J  Krumm 

63 

Sioux  City  lA 

U  of  Iowa,  BA  '50 

marketing 

37 

16 

MBIA/William  O  Bailey 

63 

Syracuse  NY 

Dartmouth,  AB  '47/Pennsylvania,  MBA  '49 

financial 

3 

3 

MCA/Lew  R  Wasserman 

77 

Cleveland  OH 

sales 

53 

43 

McCaw  Cellular/Craig  O  McCaw* 

50 

Centralia  WA 

Stanford,  BA  '73 

administration 

24 

10 

McCormick  &  Co/Charles  P  McCormick  ]t 

61 

Baltimore  MD 

sales 

41 

3 

'Retired  3/5/90     ^Office  jointly  held  with  Preston  K  Tisch 

•Company  foundei 

tNew  CliO,  less  than  six  moiiihs'  slm"\  it c 

294 

FORBES,  MAY  28 

1990 

total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data' 
sales             profits 
(mil)               (mil) 

Company 

Salary 
(000) 

+  bonus 
%  change 

other 
(000) 

stk  gains 
(000) 

$534 

29% 

$14 

— 

$548 

573 

t 

§ 

$1,497 

$100,0 

Lafarge 

405 

NA 

— 

— 

405" 

681 

29,19% 

$28.0 

553 

-0,3 

Landmark  Land 

427 

NA. 

17 

— 

443tt 

651 

0,46 

1.4 

353 

33.2 

Liberty  National 

1,355 

18 

510 

$951 

2,817 

60 

0.08 

13.7 

4,176 

939,5 

Eli  Lilly 

1,655 

61 

115 

— 

1,769 

142 

28.76 

2,056.9 

4,648 

346,9 

Limited 

1,363 

32 

— 

21,428 

22,791 

2 

t 

§ 

251 

57,4 

LIN  Broadcasting 

1,113 

47 

— 

633 

1,746 

149 

0.06 

1.3 

8,081 

268.9 

Lincoln  National 

1,110 

11 

50 

81 

1,241 

262 

0.21 

3.6 

5,073 

179.4 

Litton  Industries 

800 

NA 

16 

— 

816 

428 

4.41 

100.4 

1,411 

164.6 

Liz  Claiborne 

764 

70 

72 

— 

836 

420 

0.01 

0.2 

9,891 

2,0 

Lockheed 

246 

23 

4 

— 

249 

756 

12.87 

1,041.9 

11,113 

907.1 

Loews 

150t 

— 

— 

— 

150 

771 

0.02 

§ 

608 

-191.4 

Lone  Star  Tech 

395 

13 

306 

— 

701 

492 

0.01 

0.2 

2,348 

-95,8 

Long  Island  Lighting 

412 

5 

10 

236 

659 

506 

10.10 

75,9 

2,111 

61.3 

Longs  Drug  Stores 

1,742 

20 

36 

— 

1,778 

140 

3.22 

23,2 

1,156 

78.2 

Loral 

991 

NA 

49 

15,372 

16,412 

3 

2.69 

34,8 

556 

67,7 

Lotus  Development 

664 

29 

— 

211 

875 

411 

0.09 

1.0 

713 

46,9 

Louisiana  Land 

575 

-12 

529 

2,547 

3,651 

40 

0.94 

14.6 

2,010 

192,6 

Louisiana-Pacific 

300* 

NA 

59 

— 

359 

710 

+ 

§ 

677 

76,1 

Louisville  G&.E 

469 

24 

52 

— 

520" 

594 

1.35 

17.7 

2,651 

74,9 

Lowe's  Cos 

938 

14 

39 

— 

977 

360 

± 

§ 

6,362 

264,9 

LTV 

622 

-18 

29 

318 

969 

368 

0.23 

3,0 

1,228 

94,0 

Lubrizol 

814 

NA 

4 

— 

818 

426 

0.05 

0,7 

5,358 

374,0 

Lyondell  Petrochem 

465 

NA 

— 

— 

465 

634 

0.21 

0,4 

1,751 

-185,7 

Mack  Trucks 

1,680 

2 

16 

— 

1,696 

159 

0.21 

4,8 

8,300 

-588,0 

Manufacturers  Hanover 

558 

NA 

1 

— 

558tt 

569 

0.22 

1,5 

1,099 

107,3 

Manufacturers  Natl 

1,392 

104 

197 

— 

1,589 

179 

0.13 

0.5 

2,192 

196.8 

Manville 

1,489 

15 

85 

— 

1,574 

180 

0.21 

2,5 

2,029 

116,2 

Mapco 

NA' 

NA 

— 

— 

— 

— 

t 

0,5 

1,078 

46.3 

Marion  Merrell  Dow 

1,013 

1 

— 

— 

»  1,013 

345 

7.95 

190.8 

7,536 

177,0 

Marriott 

1,425 

13 

12 

74 

1,511 

191 

0.15 

7.3 

2,428 

294,9 

Marsh  &  McLennan  Cos 

600 

-28 

26 

— 

626 

529 

1.11 

7.3 

783 

85,4 

Marshall  &.  Ilsley 

1,033 

23 

— 

235 

1,269 

254 

0.05 

1.1 

5,796 

306,9 

Martin  Marietta 

1,056 

-2 

— 

3,391 

4,447 

33 

1.42 

52.5 

3,151 

220,9 

Masco 

280 

-7 

— 

— 

280 

752 

8.72 

38.2 

1,687 

46,6 

Masco  Industries 

1,102 

95 

234 

401 

1,737 

150 

0.10 

1.0 

1,237 

79,6 

Mattel 

3,977 

NA 

83 

497 

4,557 

30 

30.91 

111.2 

2,423 

116,8 

Maxxam 

1,531 

.      15 

25 

509 

2,064 

115 

0.25 

16.3 

9,602 

498.0 

Mi  /  Dept  Stores 

1,239 

^'     38 

— 

— 

1,239 

263 

0.16 

2,8 

3,089 

131.5 

Maytag 

720 

11 

427 

— 

1,147 

296 

0.04 

0.5 

172 

102,3 

MBL\ 

559 

-A 

24 

— 

583 

557 

6.98 

293.6 

3,382 

191,8 

MCA 

289 

-5 

— 

53,655 

53,944 

1 

9.77 

403.9 

504 

-288,5 

McCaw  Cellular 

874 

NA 

19 

245 

1,138 

299 

0.50 

8,6 

1,246 

135,5 

McCormick  &  Co 

'Sales  and  profits  xs  reported  in  the  Forbes  SUOs  .-Viinual  Direaor\' 
salary-.     tPaid  to  date     $Less  than  0.01%      §I.esN  than  $100,000. 
^  available 

issue,  Apr.  30,  1990.     -Received  $5,000,000  upon  retirement  from  Dow  Chemical.     'Annualized 
"Prior-year  data.     ttNew-  CEO;  cash  compensation  is  for  another  executive  office.     NA:  Not 
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Corporate  America 

's  Most  Powerful  People 

-r: 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Hi 

(years) 
as 
CEO      . 

McDonald's/Michael  R  Quinlan 

45 

Chicago  IL 

Loyola,  BS  '67/Loyola,  MBA  70 

administration 

24 

3       ^ 

McDonnell  Douglas/John  F  McDonnell 

52 

Baltimore  MD 

Princeton,  BS  '60/Princeton,  MS  '62 

technical 

28 

2       ^ 

McGraw-Hill/Joseph  L  Dionne 

56 

Montgomery  AL 

Hofstra,  BA  '55/Columbia,  EdD  '65 

operations 

24 

7 

MCI  Communications/Wm  G  McGowan* 

62 

Ashley  PA 

King's,  BS  '50/Harvard,  MBA  '52 

operations 

22 

22 

McKesson/Alan  Seelenfreund 

53 

New  York  NY 

Cornell,  BME  '59/Stanford,  PhD  '67 

technical 

15 

1 

Mead/Bumell  R  Roberts 

63 

Lafayette  WI 

U  Wis  Milwaukee,  BBA  '50/Harvard,  MBA  '57 

financial 

24 

8 

Medtronic/Winston  R  Wallin 

64 

Minneapolis  MN 

Minnesota,  BBA  '48 

operations 

5 

5 

Mellon  Bank/Frank  V  Cahouet 

58 

Boston  MA 

Harvard,  BA  '54/Pennsylvania,  MBA  '59 

banking 

3 

3 

Melville/Stanley  P  Goldstein 

55 

Woonsocket  RI 

Pennsylvania,  BS  '55 

retailing 

11 

3 

Mercantile  Bancorp/Thomas  H  Jacobsen 

50 

Chicago  IL 

Lake  Forest,  BS  '63/Chicago,  MBA  '68 

banking 

1 

1 

Mercantile  Bkshs/H  Furlong  Baldwin 

58 

Baltimore  MD 

Princeton,  AB  '54 

banking 

34 

14 

Mercantile  Stores/David  R  Huhn 

52 

Cinciimati  OH 

Xavier,  BS  '59 

retailing 

31 

1 

Merchants  National/Otto  N  Frenzel  IE 

59 

Indianapolis  IN 

Pennsylvania,  BS  '54 

banking 

36 

17 

Merck/P  Roy  Vagelos 

60 

Westfield  NJ 

Pennsylvania,  AR  '50/Columbia,  MD  '54 

technical 

15 

5 

Meridian  Bancorp/Samuel  A  McCullough 

51 

Pittsburgh  PA 

Pittsburgh,  BBA  '60 

banking 

15 

12 

Meritor  Savings  Bank/Roger  S  Hillas 

63 

Wincote  PA 

Dartmouth,  AB  '49/Pennsylvania,  MBA  '51 

banking 

2 

2 

Merrill  Lynch/William  A  Schreyer 

62 

Williamsport  PA 

Penn  St,  BA  '48 

investment 

42 

6 

Metro  Mobile  CTS/George  L  Lindemann 

54 

New  York  NY 

Pennsylvania,  BS  '58 

administration 

8 

7 

Fred  Meyer/Frederick  M  Stevens 

53 

Jonesboro  AR 

Louisiana  St,  BS  '59 

retailing 

2 

2 

Michigan  National/Robert  J  Mylod 

50 

Brooklyn  NY 

St  John's,  BA  '61 

banking 

5 

5 

Micron  Technology/Joseph  L  Parkinson* 

44 

San  Antonio  TX 

Columbia,  BA  '67/Tulane,  JD  '71 

legal 

10 

4 

MicrosohAVilliam  H  Gates  IE* 

33 

Seattle  WA 

technical 

15 

9 

Midlantic/Robert  Van  Buren 

65 

Plainfield  NJ 

Washington  &  Lee,  BA  '50/NYU,  MBA  '56 

banking 

19 

13 

Minn  Mining  &  Mfg/ Allen  F  facobson 

63 

Omaha  NE 

Iowa  St,  BS  '47 

operations 

43 

4 

Minnesota  Power  &  Lt/Arend  J  Sandbulte 

56 

Sioux  Center  lA 

Iowa  St,  BSEE  '59/Minnesota,  MBA  '66 

financial 

26 

2 

MNC  Financial/Alan  P  Hoblitzell  Jr 

58 

St  Louis  MO 

Princeton,  BS  '53 

banking 

34 

7 

Mobil/ Allen  E  Murray 

61 

New  York  NY 

NYV.  BS  '56 

hnancial 

37 

4 

Molex/Frederick  A  Krehbiel 

48 

Hinsdale  IL 

Lake  Forest,  BA  '63 

operations 

25 

2 

Monarch  Capital/Gordon  N  Oakes  Jr 

49 

North  Adams  MA 

Massachusetts,  BS  '63 

banking 

7 

7 

Monsanto/Richard  J  Mahoney 

56 

Springfield  MA 

Massachusetts,  BS  '55 

marketing 

28 

7 

Montana  Power/Warren  P  Schmechel 

62 

Carrmgton  ND 

Montana  St,  BSEE  '53 

operations 

37 

7 

JP  Morgan  &  Co/Dennis  Weathers  tone 

59 

England 

banking 

44 

X 

Morgan  Stanley/S  Parker  Gilbert 

56 

New  York  NY 

Yale,  BA  '56 

investment 

30 

6 

Morrison  Knudsen/William  M  Agee 

52 

Boise  ID 

Idaho,  BS  '60/Harvard,  MBA  '63 

financial 

2 

2 

Morton  International/Charles  S  Locke 

61 

Laurel  MS 

Mississippi,  BBA  '52/Mississippi,  MS  '55 

hnancial 

15 

10 

Motorola/George  M  C  Fisher 

49 

Anna  IL 

Illinois,  BS  '62/Brown,  PhD  '66 

technical 

14 

2 

Multibank  Financial/David  B  Lynch 

63 

New  York  NY 

Yale,  BA  '50/NYU,  LLB  '55 

financial 

15 

15 

Murphy  Oil/fack  W  McNutt 

55 

Norphlet  AR 

Harding,  BS  '56/Columbia,  MS  '57 

financial 

33 

2 

Nalco  ChemicalAVorley  H  Clark  fr 

57 

Big  Stone  Gap  VA 

N  Carolina  St,  BS  '56 

sales 

30 

7 

Nash  Finchy'Harold  B  Finch  Jr 

62 

Grand  Forks  ND 

Minnesota,  BS  '52 

technical 

24 

8 

National  City/Edward  B  Brandon 

58 

Davenport  lA 

Northwestern,  BS  '53/Pennsylvania,  MBA  '56 

banking 

34 

3 

Natl  Community  Bks/Robert  M  Kossick 

49 

New  Brunswk  NJ 

Georgia  Tech,  BS  '63/St  Mary's,  MA  '76 

banking 

11 

11 

National  Intergroup/Howard  M  Love 

60 

Pittsburgh  PA 

Colgate,  BA  '52/Harvard,  MBA  '56 

operations 

34 

9 

'Company  founder.     tNew  CEO,  less  than  six 

months' 

service. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

Company  data' 
sales             profits 
(mil)               (mil) 

Company 

Salary  + 
(000) 

bonus               other 
%  change          (000) 

stk  gains 
(000) 

$1,005  , 

12% 

$88 

$108 

$1,201 

275 

0.06% 

$7.1 

$6,066 

$726.7 

McDonald's 

634 

-7 

22 

534 

1,191 

282 

3.37 

65.8 

14,589 

40.0 

McDonnell  Douglas 

971 

-6 

464 

60 

1,496 

198 

0.21 

5.3 

1,789 

39.8 

McGraw-Hill 

1,325 

-2 

— 

7,341 

8,666 

12 

1.65 

142.8 

6,471 

603.0 

MCI  Communications 

505 

NA 

25 

194 

725tt 

480 

0.09 

1.2 

7,578 

105.8 

McKesson 

918 

-22 

5 

— 

922 

389 

0.07 

1.3 

4,612 

215.8 

Mead 

671 

18 

448 

6 

1,125 

303 

0.16 

2.7 

798 

103.1 

Medtronic 

1,062 

9 

60 

134 

1,256 

258 

0.18 

1.6 

3,596 

181.0 

Mellon  Bank 

1,189 

11 

2 

— 

1,191 

281 

0.19 

8.6 

7,554 

398.1 

Melville 

468 

NA 

182 

— 

650 

515 

0.16 

0.6 

745 

0.5 

Mercantile  Bancorp 

852 

23 

20 

— 

872 

412 

0.34 

2.1 

433 

62.0 

Mercantile  Bkshs 

NA 

NA 

— 

— 

— 

— 

0.04 

0.5 

2,313 

130.3 

Mercantile  Stores 

568 

12 

192 

— 

761 

459 

8.97 

31.3 

539 

41.4 

Merchants  National 

2,340 

46 

5 

4,423 

6,769 

14 

0.06 

17.1 

6,551 

1,495.4 

Merck 

591 

-4 

30 

— 

621 

532 

0.15 

1.0 

1,173 

91.5 

Meridian  Bancorp 

595 

28 

— 

— 

595 

547 

0.04 

§ 

1,322 

-61.5 

Meritor  Savings  Bank 

1,550 

-38 

— 

— 

1,550 

185 

0.27 

6.7 

11,335 

-213.4 

Merrill  Lynch 

503 

30 

— 

— 

503 

608 

38.93 

506.7 

144 

-50.6 

Metro  Mobile  CTS 

596» 

NA 

5 

— 

601 

543 

0.10 

0.3 

2,285 

-6.8 

Fred  Meyer 

825 

29 

— 

— 

825 

424 

0.07 

0.4 

1,266 

178.9 

Michigan  National 

1,021 

NA 

15 

— 

1,036 

338 

0.07 

0.3 

403 

74.0 

Micron  Technology 

191 

9 

16 

— 

207 

766 

37.37 

2,380.9 

953 

210.5 

Microsoft 

1,080 

-1 

— 

— 

1,080 

323 

0.18 

1.1 

2,320 

206.3 

Midlantic 

1,179 

9 

214 

907 

2,299 

86 

0.02 

3.2 

11,990 

1,244.0 

Minn  Mining  &  Mfg 

322 

NA 

134 

— 

455 

644 

0.05 

0.3 

464 

88.9 

Minnesota  Power  &  Lt 

950 

23 

453 

— 

1,403 

215 

0.06 

0.8 

3,019 

245.1 

MNC  Financial 

1,675 

4 

46 

1,207 

2,929 

57 

0.03 

7.1 

50,220 

1,809.0 

Mobil 

332 

-17 

193 

— 

525 

592 

8.96 

89.1 

579 

62.5 

Molex 

360 

0 

22 

— 

382 

691 

0.14 

0.1 

465 

-24.4 

Monarch  Capital 

1,317 

-11 

195 

395 

1,907 

127 

0.08 

5.1 

8,681 

679.0 

Monsanto 

273 

9 

9 

8 

289 

747 

0.05 

0.4 

760 

74.4 

Montana  Power 

1,380 

NA 

70 

— 

l,450tt 

210 

0.05 

3.3 

10,394 

-1,275.0 

JP  Morgan  &  Co 

5,475 

24 

20 

— 

5,495 

19 

3.14 

73.4 

5,831 

443.0 

Morgan  Stanley 

857 

90 

— 

— 

857 

415 

1.02 

6.0 

2,170 

32.2 

Morrison  Knudsen 

659 

NA 

1,013 

— 

1,672^ 

166 

0.18 

3.1 

1,499 

92.4 

Morton  International 

777 

18 

10 

— 

787 

446 

X 

0.3 

9,620 

498.0 

Motorola 

379 

1 

5 

247 

632 

525 

0.70 

0.8 

439 

21.7 

Multibank  Financial 

467 

.       22 

19 

76 

562 

568 

0.14 

1.9 

1,653 

46.6 

M  irphy  Oil 

881 

-1 

327 

— 

1,208 

271 

0.16 

2.7 

1,071 

119.9 

Nalco  Chemical 

327 

6 

51 

— 

377 

698 

1.4,3 

3.0 

2,224 

13.2 

Nash  Finch 

865 

30 

40 

104 

1,008 

346 

0.04 

0.8 

2,547 

263.3 

National  City 

930 

17 

— 

1,612 

2,542 

75 

1.59 

3.8 

386 

45.0 

Natl  Community  Bks 

615 

14 

124 

— 

739 

470 

0.14 

0.5 

3,008 

26.3 

National  Intergroup 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Direaor\-  issue,  Apr.  30, 1990. 
than  $100,000.     f  tNew  CEO;  cash  compensation  is  for  another  executive  office.     NA: 

^Salary-  paid  by  Thiokol 
Not  available. 

Corp.     'Annualized  salary. 

JLess  than  0.01%.     §Less 
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Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

Krm 

(years) 
as 
CEO 

National  Medical/Richard  K  Earner* 

62 

Long  Beach  CA 

use,  BS  '55/USC,  LLB  '59 

legal 

21 

21 

Natl  Semiconductor/Charles  E  Sporck 

62 

Saranac  Lake  NY 

Cornell,  BS  '52 

operations 

23 

23 

National  Service/Sidney  Kirschner 

55 

Canada 

NM  Sch  Mines,  BA  '56 

technical 

17 

3 

Navistar  Intl/James  C  Cotting 

56 

Winchester  MA 

Ohio  St,  BA  '55 

financial 

11 

3 

NBD  Bancorp/Charles  T  Fisher  m 

60 

Detroit  MI 

Georgetown,  AB  '5 1 /Harvard,  MBA  '53 

banking 

32 

8 

NCNB/Hugh  L  McColl  fr 

54 

Bennettsville  SC 

North  Carolina,  BS  '57 

banking 

31 

7 

NCR/Charles  E  Exley  Jr 

60 

Detroit  MI 

Wesleyan,  BA  '52/Columbia,  MBA  '54 

financial 

14 

7 

New  England  Electric/John  W  Rowe 

45 

Dodgeville  WI 

Wisconsin,  BS  '67/Wisconsin,  ]D  '70 

legal 

1 

1 

NY  State  E&G/James  A  Carrigg 

57 

Johnson  City  NY 

Broome  Comm,  AAS  '58 

operations 

32 

2 

New  York  Times/ Arthur  Ochs  Sulzberger 

64 

New  York  NY 

Columbia,  BA  '51 

journalism 

36 

27 

Newell  Co/Daniel  C  Ferguson 

63 

Freeport  H 

Hamilton,  BA  '48/Stanford,  MBA  '50 

administration 

40 

24 

Newmont  Mining/Gordon  R  Parker 

54 

Rep  of  S  Africa 

Montana  C,  BS  '58/U  of  Cape  Town,  MBA  '66 

operations 

31 

5 

News  Corp  Ltd/K  Rupert  Murdoch 

59 

Australia 

Oxford,  MA  '53 

journalism 

35 

13 

Niagara  Mohawk  PowerAVilliam  J  Donlon 

60 

Albany  NY 

Siena,  BS  '62 

marketing 

42 

2 

Nicor/Richard  G  Cline 

55 

Chicago  IL 

Ulinois,  BS  '57 

marketing 

5 

4 

NIKE/Philip  H  Knight» 

52 

Portland  OR 

Oregon,  BA  '59/Stanford,  MBA  '62 

financial 

26 

26 

Nipscu  Industries/Edmund  A  Schroer 

62 

Hammond  IN 

Valparaiso,  BA  '49/Northwestem,  JD  '52 

legal 

13 

13 

Nordstrom/Bruce  A  Nordstrom' 

57 

Seattle  WA 

Washington,  BA  '56 

retailing 

35 

19 

Norfolk  Southern/ Arnold  B  McKinnon 

62 

Goldsboro  NC 

Duke,  AB  '50/Duke,  LLB  '51 

legal 

39 

3 

Northeast  Bancorp/Frank  J  Kugler  Jr 

56 

Bridgeport  CT 

Widener,  BA  '57 

banking 

31 

3 

Northeast  Savings  FA/George  P  Rutland 

57 

Tifton  GA 

Pace,  BBA  '61 

banking 

2 

2        ' 

Northeast  Utilities/William  B  ElHs 

49 

Vicksburg  MS 

Camegie-Mellon,  BS  '62/Maryland,  PhD  '66 

technical 

14 

7 

No  States  Power/James  J  Howard 

54 

Pittsburgh  PA 

Pittsburgh,  BBA  '57/MIT,  MS  '70 

technical 

3 

3 

Northern  Trust/David  W  Fox 

58 

Aurora  IL 

Notre  Dame,  BS  '53/Chicago,  MBA  '58 

banking 

35 

t 

Northrop/Kent  Kresa 

52 

New  York  NY 

MIT,  BS  '59/MIT,  MS  '61 

technical 

15 

t 

Norton/John  M  Nelson 

58 

New  York  NY 

Wesleyan,  AB  '53/Harvard,  MBA  '59 

administration 

31 

1 

Norwest/Lloyd  P  Johnson 

60 

Mirmeapolis  MN 

Carleton,  BA  '52/Stanford,  MBA  '54 

banking 

5 

5 

Novell/Raymond  J  Noorda* 

65 

Ogden  UT 

Utah,  BS  '49 

technical 

6 

6 

Nucor/F  Kenneth  Iverson 

64 

Downers  Grove  IL  Cornell,  BS  '46/Purdue,  MS  '47 

technical 

28 

25 

NWNL/John  E  Pearson 

63 

Mirmeapolis  MN 

Minnesota,  BA  '48 

sales 

37 

13 

Nynex/William  C  Ferguson 

59 

Detroit  MI 

Albion,  AB  '52 

operations 

38 

1 

Occidental  Petroleum/ Armand  Hammer 

92 

New  York  NY 

Columbia,  BS  '19/Columbia,  MD  '21 

financial 

33 

33 

Ogden/Ralph  E  Ablon 

74 

Tupelo  MS 

Ohio  St,  BA  '38 

administration 

35 

28 

Ohio  Casualty/Joseph  L  Marcum 

66 

Hamilton  OH 

Antioch,  BA  '47/Miami  of  OH,  MBA  '65 

insurance 

43 

2 

Ohio  Edison/Justin  T  Rogers  Jr 

60 

Sandusky  OH 

Princeton,  AB  '51 /Michigan,  JD  '54 

legal 

32 

10 

Oklahoma  G&E/James  G  Harlow  Jr 

55 

Okla  City  OK 

Oklahoma,  BS  '57 

financial 

29 

14 

Old  Kent  Financial/John  C  Canepa 

59 

Newburyport  MA 

Harvard,  BA  '53/NYU,  MBA  '60 

banking 

20 

8. 

Old  Republic  Intl/William  R  Stover 

67 

Washington  DC 

insurance 

45 

14 

Old  Stone/Theodore  W  Barnes 

59 

Providence  RI 

banking 

42 

14 

Olin/John  W  Johnstone  Jr 

57 

Brooklyn  NY 

Hartwick,  BA  '54 

marketing 

11 

3 

Oracle  Systems/Lawrence  J  Ellison* 

45 

New  York  NY 

Chicago,  BS  '66/Illinois,  MS  '68 

technical 

13 

13 

Oryx  Energy/Robert  P  Haupthihrer 

58 

Philadelphia  PA 

Princeton,  BA  '53/Harvard,  MBA  '57 

hnancial 

33 

2 

Outboard  Marine/James  C  Chapman 

59 

Detroit  MI 

U  of  Detroit,  BME  '56/U  of  Detroit,  MBA  '65 

operations 

12 

t 

'Office  jointly  held  with  James  F  and  John  N  Nordstrom 

'Company  founder 

:t^'ew  CEO,  less  than  six  months'  service. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data' 
sales              profit- 
(mil)               (mil) 

Company 

Salary 
(000) 

+  bonus 
%  change 

other 
(000) 

stk  gains 
(000) 

$1,674 

5% 

$397 

— 

$2,071 

114 

2.20%           $54.1 

$3,963 

$164.0 

National  Medical 

525 

-25 

— 

— 

525 

591 

0.74                  5.3 

1,638 

47.4 

Natl  Semiconductor 

729 

27 

5 

— 

734 

474 

0.11                   1.4 

1,587 

96.8 

National  Service 

450 

-37 

43 

— 

493 

616 

0.03                  0.3 

4,116 

31.4 

Navisfar  Intl 

1,210 

11 

— 

— 

1,210 

270 

0.23                  5.0 

2,542 

258.8 

NBD  Bancorp 

1,500 

25 

714 

$534 

2,749 

65 

0.16                  5.8 

6,152 

447.1 

NCNB 

1,166 

9 

24 

— 

1,190 

283 

0.15                  6.6 

5,956 

412.0 

NCR 

360 

NA 

168 

— 

528 

586 

t                     § 

1,643 

138.7 

New  England  Electric 

302 

24 

2 

— 

304 

739 

0.01                  0.1 

1,428 

157.8 

NY  State  E&G 

592 

-11 

282 

25 

899 

400 

0.62                 10.2 

1,769 

266.6 

New  York  Times 

1,171 

NA 

— 

1,075 

2,246 

92 

5.65                 88.6 

1,123 

85.4 

Newell  Co 

892 

7 

— 

— 

892 

404 

0.05                   1.4 

582 

125.9 

Newmont  Mining 

1,200^ 

23 

— 

— 

1,200 

277 

44.98               920.8 

6,430 

805.9 

News  Corp  Ltd 

319 

3 

34 

— 

353 

713 

0.01                   0.2 

2,906 

150.8 

Niagara  Mohawk  Power 

849 

3 

21 

283 

1,153 

294 

0.23                   2.4 

1,622 

119.9 

Nicor 

256 

2 

19 

— 

274 

754 

36.65              943.6 

2,040 

212.2 

NIKE 

350 

8 

11 

— 

361 

707 

0.05                  0.6 

1,560 

137.3 

Nipsco  Industries 

300 

-34 

61 

— 

361 

706 

6.80              163.0 

2,671 

114.9 

Nordstrom 

1,229 

11 

50 

1,039 

2,318 

83 

0.02                   1.2 

4,536 

606.2 

Norfolk  Southern 

295 

-21 

— 

— 

295 

746 

0.38                  0.8 

378 

0.6 

Northeast  Bancorp 

461 

-16 

52 

— 

513 

602 

t                     § 

689 

0.4 

Northeast  Savings  FA 

518 

9 

— 

— 

518 

598 

0.02                   0.3 

2,206 

203.2 

Northeast  Utilities 

583 

11 

10 

— 

593 

549 

0.01                   0.3 

1,990 

222.0 

No  States  Power 

575 

NA 

19 

— 

594tt 

548 

0.45                   4.8 

1,230 

113.2 

Northern  Trust 

413 

NA 

319 

— 

732tt 

475 

0.45                   3.4 

5,248 

-80.5 

Northrop 

722 

0 

22 

143 

887 

405 

0.15                   2.7 

1,531 

85.8 

Norton 

1,291 

4 

99 

2,033 

3,423 

46 

0.22                   3.8 

2,930 

237.0 

Norwest 

30 

NA 

— 

— 

30 

775 

12.56               152.2 

429 

52.6 

Novell 

282 

-63 

46 

— 

328 

727 

1.10                 14.5 

1,269 

57.8 

Nucor 

613 

18 

— 

13 

626 

530 

0.09                   0.4 

1,393 

53.5 

NWNL 

744 

NA 

94 

133 

971tt 

365 

X                  1.2 

13,211 

807.6 

Nynex 

2,334 

-5 

290 

53 

2,677 

70 

0.42                 33.7 

20,068 

256.0 

Occidental  Petroleum 

2,000 

-3 

284 

5,015 

7,299 

13 

0.95                   9.8 

1,369 

67.0 

Ogden 

443 

26 

6 

40 

489 

620 

2.84                 24.7 

1,577 

101.5 

Ohio  Casualty 

391 

4 

41 

— 

432 

657 

t                   0.2 

2,155 

361.0 

Ohio  Edison 

425 

6 

19 

— 

444 

650 

0.06                   0.9 

1,141 

129.4 

Oklahoma  G&^ 

619 

11 

— 

— 

619 

534 

0.49                   3.1 

863 

85.4 

Old  Kent  Financial 

342 

15 

7 

— 

349 

715 

0.45                   2.3 

1,175 

99.0 

Jld  Republic  Intl 

299 

-29 

43 

— 

341 

718 

1.52                   1.2 

510 

-20.7 

Old  Stone 

894 

18 

16 

203 

1,113 

309 

0.20                   1.9 

2,509 

124.0 

OUn 

1,734 

27 

— 

— 

1,734 

152 

27.12               549.4 

769 

97.7 

Oracle  Systems 

940 

NA 

673 

136 

1,750 

148 

0.02                   1.0 

1,140 

54.0 

Oryx  Energy 

630 

NA 

— 

— 

630t+ 

526 

0.09                   0.4 

1,389 

54.0 

Outboard  Marine 

'Sales  and  profits  as  reponed  in  the  Forbes  500s  Annual  Direaory 
compensation  Ts  for  another  executive  office.     MA:  Not  available. 

ssue,  Apr.  30, 

1990.     ^Estimated.     tLess  than  0.01%. 

§Less  than  $100,000.     ttNew  CEO;  cash 
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Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years) 
as 
CEO       . 

Owens-Coming/William  W  Boeschenstein 

64 

Chicago  IL 

Yale,  BS  '50 

marketing 

40 

"  1 

Paccar/Charles  M  Pigott 

61 

Seattle  WA 

Stanford,  BS  '51 

administration 

34 

22       ^ 

Pacific  Enterprises/James  R  Ukropina 

52 

Fresno  CA 

Stanford,  AB  '59AJSC,  LLB  '65 

legal 

6 

1 

Pacific  G&E/Richard  A  Clarke 

60 

San  Francisco  CA 

Calif  Berkeley,  AB  '52/Calif  Berkeley,  P  '55 

legal 

35 

4 

Pacific  Telesis/Sam  L  Ginn 

53 

St  Clair  AL 

Auburn,  BS  '59 

technical 

30 

2 

PacifiCorp/Al  M  Gleason 

60 

Sheridan  Cty  KS 

administration 

41 

1 

PaineWebber  Group/Donald  B  Marron 

55 

Goshen  NY 

investment 

31 

10 

Pall/Maurice  G  Hardy 

60 

England 

Merchant  Ventures,  BSME  '49 

administration 

28 

1 

Pan  Am/Thomas  G  Plaskett 

46 

Kansas  City  MO 

GMI  Inst,  BS  '66/Harvard,  MBA  '68 

hnancial 

2 

2 

Panhandle  Eastern/Philip  J  Burguieres 

46 

Franklin  LA 

U  SW  Louisiana,  BSME  '65/Penn,  MBA  '70 

administration 

t 

t 

Paramount  Commun/Martin  S  Davis 

63 

New  York  NY 

administration 

32 

7 

Parker  Hannifin/Paul  G  Schloemer 

61 

Cincinnati  OH 

Cincinnati,  BSME  '51/Ohio  St,  MBA  '55 

operations 

33 

6 

Penn  Central/Carl  H  Lindner 

71 

Dayton  OH 

hnancial 

7 

3 

Penn  Traffic/Claude  Incaudo 

56 

Detroit  MI 

retailing 

13 

t 

JC  Pf nneyAVilliam  R  Howell 

54 

Claremore  OK 

Oklahoma,  BBA  '58 

retailing 

32 

7 

Pennsylvania  P&L/Robert  K  Campbell 

59 

Chicago  IL 

Illmois  Tech,  BS  '52/Loyola,  p  '62 

technical 

13 

11 

Pennzcil/James  L  Pate 

54 

Mt  Sterling  IL 

Monmouth,  AB  '63/Indiana,  JD  '68 

hnancial 

14 

t 

People's  Bank/David  E  A  Carson 

55 

England 

Michigan,  BBA  '55 

insurance 

7 

5 

Peoples  Energy /Eugene  A  Tracy 

62 

Oak  Park  IL 

Northwestern,  BS  '51/DePaul,  MBA  '58 

financial 

39 

8 

PepsiCo/D  Wayne  Calloway 

54 

Elkin  NC 

Wake  Forest,  BBA  '59 

hnancial 

23 

4 

Perkin-Elmer/Horace  G  McDonell 

61 

New  York  NY 

Adelphi,  AB  '52 

technical 

38 

6 

Perpetual  Financial/Thomas  J  Owen 

55 

Washington  DC 

Williams,  BA  '57 

investment 

15 

13 

Petrie  Stores/Milton  J  Petrie* 

87 

Salt  Lake  City  LTI 

reuiling 

63 

63 

Pfizer/Edmund  T  Pratt  Jr 

63 

Savannah  GA 

Duke,  BS  '47/Pennsylvania,  MBA  '49 

hnancial 

25 

17 

Phelps  Dodge/Douglas  C  Yearley 

54 

Oak  Park  IL 

Cornell,  BS  '58 

marketing 

30 

1 

PHH/Robert  D  Kunisch 

48 

Norwalk  CT 

NYU,  BBA  '63 

marketing 

24 

2 

Philadelphia  Elec/Joseph  F  Paquette  Jr 

55 

Norwood  MA 

Yale,  BS  '56 

administration 

34 

2 

Philip  Morris  Cos/Hamish  Maxwell 

63 

England 

Cambridge,  BA  '49 

marketing 

36 

6 

Phillips  Petroleum/C  J  Silas 

58 

Miami  FL 

Georgia  Tech,  BS  '53 

operations 

37 

5 

PHAl/James  Grosfeld 

52 

New  York  NY 

Amherst,  BA  '59/Columbia,  LLB  '62 

investment 

18 

16 

Pinnacle  West/Richard  Snell 

59 

Phoenix  AZ 

Stanford,  BA  '52/Stanford,  JD  '54 

legal 

t 

t 

Pioneer  Hi-Bred  Intl/Thomas  N  Urban 

56 

Des  Moines  lA 

Harvard,  BA  '56/Harvard,  MBA  '60 

administration 

30 

9 

Pitney  Bowes/George  B  Harvey 

59 

New  Haven  CT 

Pennsylvania,  BS  '54 

Hnancial 

33 

7 

Pittston/Paul  W  Douglas 

63 

Springfield  MA 

Princeton,  BA  '48 

sales 

6 

6 

PNC  Financial/Thomas  H  O'Brien 

53 

Pittsburgh  PA 

Notre  Dame,  BS  '58/Harvard,  MBA  '62 

banking 

28 

5 

Polaroid/I  MacAllister  Booth 

58 

Atlanta  GA 

Cornell,  BME  '55/Comell,  MBA  '58 

operations 

32 

4 

Potlatch/Richard  B  Madden 

61 

Short  Hills  N] 

Princeton,  BS  '51 /Michigan,  JD  '56 

financial 

19 

19. 

Potomac  Electric/Edward  F  Mitchell 

57 

Harrisonburg  VA 

Virginia,  BSEE  '56/George  Washington,  MS  '6C 

1  technical 

34 

1 

PPG  Industries/Vincent  A  Sami 

61 

Bayoime  NJ 

Rhode  Island,  BS  '49 

marketing 

21 

6 

Premark  Intl/Warren  L  Batts 

57 

Norfolk  VA 

Georgia  Tech,  BEE  '61 /Harvard,  MBA  '63 

administration 

10 

4 

Premier  Bancorp/G  Lee  Griffin 

51 

Leavenworth  KS 

Texas,  BS  '60/Louisiana  St,  MS  '62 

banking 

28 

2 

Premier  Industrial/Morton  L  Mandel" 

68 

Cleveland  OH 

admmistration 

50 

50 

Price  Co/Robert  E  Price* 

47 

San  Diego  CA 

Pomona,  BA  '64 

administration 

14 

14 

•Company  founder.     JNew  CEO,  less  than  six  months' 

service. 
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Compen! 

+  bonus 
%  change 

total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                (mil) 

Company  data' 
sales              profits 
(mil)               (mil) 

Company 

Salary 
(000) 

other 
(000) 

stk  gains 
(000) 

$858 

-29% 

$89 

— 

$947 

376 

0.70%             $5.8 

$3,000 

$172.0 

Owens-Coming 

964 

10 

17 

— 

982 

356 

6.47                 89.7 

3,331 

241.9 

Paccar 

897 

NA 

364 

— 

1,261 

257 

0.07                  2.1 

6,762 

211.0 

Pacific  Enterprises 

695 

27 

22 

— 

,717 

485 

t                   0.4 

8,588 

900.6 

Pacific  GSkE 

920 

19 

1,037 

— 

1,957 

124 

t                   0.6 

9,593 

1,242.0 

Pacific  Telesis 

760 

51 

— 

— 

760 

460 

0.01                  0.7 

3,717 

465.6 

PacifiCorp 

2,050 

64 

— 

— 

2,050 

116 

1.29                  5.5 

2,926 

52.0 

PaineWebber  Group 

449 

NA 

975 

$691 

2,115tt 

106 

0.16                  1.9 

523 

58.3 

Pall 

500 

1 

18 

— 

518 

599 

0.04                  0.2 

3,561 

-336.6 

Pan  Am 

NA 

NA 

— 

— 

— 

— 

0.02                   0.4 

2,781 

58.4 

Panliandle  Eastern 

4,095 

11 

865 

— 

4,960 

24 

1.21                 68.1 

3,463 

1,417.4 

Paramount  Common 

889 

16 

7 

— 

895 

403 

0.11                   1.5 

2,479 

106.4 

Parker  Hannifin 

668 

9 

— 

— 

668 

502 

34.08               495.1 

1,725 

174.1 

Penn  Central 

NA 

NA 

— 

— 

— 

— 

i                   § 

2,700 

-21.2 

Perm  Traffic 

1,089 

37 

322 

51 

1,463 

207 

0.04                   3.0 

16,103 

802.0 

JC  Penney 

379 

6 

2 

— 

381 

694 

0.02                   0.6 

2,356 

353.4 

Permsylvania  P&.L 

269 

NA 

10 

— 

279tt 

753 

0.01                   0.4 

2,330 

103.5 

Pennzoil 

382 

44 

108 

— 

490 

619 

0.12                   0.3 

708 

32.5 

People's  Bank 

350 

11 

— 

155 

505 

606 

0.09                   0.6 

1,251 

84.9 

Peoples  Energy 

1,505 

10 

5 

— 

1,510 

193 

0.04                   6.7 

15,242 

901.4 

PepsiCo 

450 

-40 

13 

31 

494 

615 

0.14                   1.3 

596 

-37.1 

Perkin-Elmer 

424 

-21 

4 

— 

428 

661 

2.76                   1.7 

642 

4.5 

Perpetual  Financial 

150 

NA 

— 

— 

150" 

771 

60.61               634.2 

1,258 

32.3 

Petrie  Stores 

1,435 

5 

— 

480 

1,915 

125 

0.09                   8.1 

5,672 

681.1 

Pfizer 

836 

NA 

279 

707 

1,822 

136 

0.09                  1.8 

2,700 

267.0 

Phelps  Dodge 

703 

14 

8 

197 

907 

396 

0.15                  0.9 

1,868 

52.2 

PHH 

622 

39 

— 

— 

622 

531 

t                     § 

3,406 

590.4 

Philadelphia  Elec 

1,877 

13 

1,771 

2,805 

6,453 

17 

0.07                27.0 

39,011 

2,946.0 

Philip  Morris  Cos 

1,240 

63 

14 

— 

1,254 

259 

0.11                  6.4 

12,384 

219.0 

Phillips  Petroleum 

735 

-28 

— 

— 

735 

473 

18.87                43.5 

1,130 

55.8 

PHM 

NA 

NA 

— 

— 

— 

— 

0.04                   0.4 

1,508 

-551.4 

Pinnacle  West 

459 

20 

^ 

— 

459 

640 

0.34                   4.4 

870 

77.0 

Pioneer  Hi-Bred  Intl 

863 

0 

354 

1,33? 

2,556 

73 

0.16                   5.8 

2,876 

186.7 

Pitney  Bowes 

675 

8 

13 

— 

688 

498 

0.03                   0.2 

1,631 

3.8 

Pittston 

1,090 

18 

63 

60 

1,213 

269 

0.09                   2.9 

4,645 

377.4 

PNC  Financial 

592 

40 

45 

— 

636 

523 

0.01                  0.3 

1,905 

145.0 

Polaroid 

861 

9 

16 

116 

993 

351 

0.16                   1.7 

1,228 

136.7 

Potlatch 

487 

'     NA 

13 

— 

500 

611 

O.O?                  0.7 

1,395 

214.6 

Pc  lomac  Electric 

1,095 

-3 

763 

52 

1,910 

126 

0.06                  3.1 

5,734 

465.2 

PPG  Industries 

695 

-42 

14 

— 

709 

488 

0.50                   3.7 

2,592 

78.4 

Premark  Intl 

273 

-2 

10 

— 

283 

751 

0.27                   0.2 

418 

-105.6 

Premier  Bancorp 

408 

9 

— 

— 

408 

679 

18.86               280.8 

616 

72.5 

Premier  Industrial 

249 

8 

— 

— 

249 

757 

2.78                 49.2 

5,150 

122.5 

Price  Co 

'Sales  and  profits  as  rqxjned  in  the  Forbes  500s  Annual  Directory  issue,  Apr.  30,  1990. 
CEO;  cash  compensation  is  for  another  executive  office.    NA:  Not  available. 

JLess  than  0.01%.     §Less  than  $100,000. 

**Prior-year  data.     ttNew 
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If  you  think  only  one  office  typewriter  company  has 

all  the  marbles... 


gk?"""    \   Come  see  the  Canon 
Greater  Hartford  Open, 
June  28-July  1,  or  wairh 
il  on  CBS  Television 


I 


think  again. 


Think  Canon.  In  just  a  few  short  years,  Canon  has  become  a  leader  in  the  field  of  office 
typewriters.  How  do  we  measure  our  success? 

Well,  in  a  recent  survey  by  The  Office  Products  Analyst®,  hilly  100%  of  those  using  Canon 
typewriters  said  they  would  recommend  Canon  to  others.  No  other  office  typewriter  company  can 
make  that  claim.  That's  why  Canon  belongs  in  your  circle  of  consideration. 

Canon  Custom  Series  typewriters  are  sturdy  and  reliable,  with  superb  electronic 
features  that  make  corrections  and  text  editing  a  snap.  Plus,  they're  exceptionally 
quiet.  And  Canon  provides  a  comprehensive  service  and  support  system 
with  a  network  of  over  700  fully  trained  dealers. 

So  before  you  make  up  your  mind  about  which  office 
typewriters  to  buy,  think  again.  Think  Canon.  J^ 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot.  ^ 
For  more  information,  call  1-800-453-1900.  Or  check  the  yellow 
pages  for  the  Canon  dealer  nearest  you.  SSS  ar/^.'rcsSuSn'dSSn'irK 

^  ^  ^^H^B    Mailable  onry  m  U  S      C 1990  Canon  USA  inc 

Canon  U  S  A  ,  inc    One  Canon  Plaza  LakeSuccess  NY  11042 


Canon. 

THINK  AGAIN.  THINK  CANON. 


Corporate  America's  Most  Powerful  People 


Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years) 
as 
CEO 

Primerica/Sanford  I  Weill 

57 

New  York  NY 

Cornell,  BA  '55 

financial 

4 

4 

Procter  &  Gamble/Edwin  L  Artzt 

60 

New  York  NY 

Oregon,  BS '51 

marketing 

36 

t 

Progressive/Peter  B  Lewis 

56 

Cleveland  OH 

Princeton,  AB  '55 

insurance 

35 

25 

Provident  Life  &  Acc/Winston  W  Walker 

46 

Traverse  City  MI 

Tulane,  BS  '65/Georgia,  PhD  '69 

insurance 

16 

2 

PSI  Holdings/James  E  Rogers  Jr 

42 

Birmingham  AL 

Kentucky,  BBA  '70/Kentucky,  JD  '74 

legal 

2 

2 

Public  Service  Colo/Delwin  D  Hock 

55 

Colo  Spngs  CO 

Colorado,  BS  '56 

financial 

28 

2 

Public  Service  NH/John  C  Duffett 

62 

Concord  NH 

U  of  New  Hampshire,  BS  '5 1 

operations 

36 

2 

Public  Service  NM/Jerry  D  Geist 

56 

Raton  NM 

Colorado,  BS  '56 

technical 

30 

14 

Pub  Svc  Enterprise/E  James  Ferland 

48 

Boston  MA 

Maine,  BS  '64/New  Haven,  MBA  '76 

technical 

4 

4 

Puget  Sound  Bancorp/William  W  Philip 

63 

Tacoma  WA 

banking 

39 

18 

Puget  Sound  P&L/John  W  Ellis 

61 

Seattle  WA 

Washington,  BS  '50/Washington,  JD  '53 

legal 

20 

14 

Quaker  Oats/William  D  Smithburg 

51 

Chicago  IL 

DePauI,  BS  '60/North western,  MBA  '61 

marketing 

24 

9 

Quantum  Cliemical/John  Hoyt  Stookey 

60 

New  York  NY 

Amherst,  BA  '52/Columbia,  MS  '54 

technical 

20 

4 

Ralston  Purina/William  P  Stiritz 

55 

Jasper  AR 

Northwestem,  BS  '59/St  Louis,  MA  '68 

marketing 

26 

9 

Raychem/Robert  J  Saldich 

56 

New  York  NY 

Rice,  BS  '56/Harvard,  MBA  '61 

technical 

26 

t 

Raytheon/Thomas  L  Phillips 

66 

Turkey 

Virginia  Polytech,  BS  '47/Virginia  Poly,  MS 

'48  technical 

42 

22 

Readers  Digest  Assn/George  V  Grune 

60 

White  Plains  NY 

Duke,  AB  '52 

marketing 

30 

6 

Reebok  International/Paul  B  Fireman 

46 

Cambridge  MA 

Boston  U 

sales 

11 

11 

Reliance  Group/Saul  P  Steinberg* 

50 

New  York  NY 

Pennsylvania,  BS  '61 

investment 

29 

29 

Republic  New  York/Walter  H  Weiner 

59 

Brooklyn  NY 

Michigan,  BA  '52/Michigan,  JD  '53 

legal 

10 

10 

Reynolds  Metals/William  O  Bourke 

63 

Chicago  IL 

DePaul,  BSC'51 

operations 

9 

4 

Riggs  National/Joe  L  Allbritton 

65 

D'Lo  MS 

Baylor,  LLB  '49 

financial 

9 

9 

Rite  Aid/ Alex  Grass* 

62 

Scranton  PA 

Florida,  LLB  '49 

legal 

37 

28 

Roadway  Services/Joseph  M  Clapp 

53 

Greensboro  NC 

N  Carolina,  BS  '58 

sales 

23 

3 

Rochester  Community/Leonard  S  Simon 

53 

Passaic  NJ 

MIT,  BS  '58/Columbia,  PhD  '63 

marketing 

21 

6 

Rochester  G&E/Harry  G  Saddock 

61 

Rochester  NY 

Renss  Polytech,  BSEE  '50 

operations 

40 

1 

Rockwell  Intl/Dpnald  R  Beall 

51 

Beaumont  CA 

San  Jose  State  U,  BS  '60/Pittsburgh,  MBA  '61      administration 

22 

2 

Rohm  &  Haas/J  Lawrence  Wilson 

54 

Rosedale  MS 

Vanderbilt,  BE  '58/Harvard,  MBA  '63 

hnancial 

25 

2 

Rorer  Group/Robert  E  Cawthom 

54 

England 

Cambridge,  BS  '59 

administration 

8 

5 

Rose's  Stores/Lucius  H  Harvin  III 

51 

Boston  MA 

N  Carolina,  BA  '60/Duke,  JD  '63 

retailing 

26 

10 

Rouse/Mathias  J  DeVito 

59 

Trenton  NJ 

Maryland,  BA  '54/Maryland,  LLB  '56 

legal 

22 

11 

Rubbermaid/Stanley  C  Gault 

64 

Wooster  OH 

Wooster,  BA  '48 

marketing 

10 

10 

Russell/Dwight  L  Carlisle  Jr 

54 

Alexander  City  AL  Auburn,  BS  '58 

operations 

34 

2 

Ryder  System/M  Anthony  Bums 

47 

Las  Vegas  NV 

Brigham  Young,  BS  '64/Cal  Berkeley,  MBA 

'65  financial 

16 

7 

Rykoff-Sexton/Roger  W  Coleman 

61 

Newark  NJ 

UCLA,  BS  '51 

operations 

39 

23 

Ryland  Group/Charles  E  Peck 

64 

Newark  NJ 

Pennsylvania,  BS  '49 

operations 

9 

8 

Safeco/Bruce  Maines 

63 

Tacoma  WA 

Washington,  BS  '48/Washington,  JD  '49 

legal 

40 

4  . 

Safety-Kleen/Donald  W  Brinckman* 

59 

Chicago  IL 

Northwestem,  BS  '54/Northwestem,  MBA 

59    marketing 

22 

22 

St  Joe  Paper/Jacob  C  Belin 

75 

DeFuniak  Spngs  FL 

operations 

52 

8 

St  Jude  Medical/Lawrence  A  Lehmkuhl 

52 

Preston  lA 

U  of  Iowa,  BA  '62 

financial 

5 

5 

St  Paul  Bancorp/Joseph  C  Scully* 

49 

Detroit  MI 

Loyola,  BS  '62/Loyola,  MBA  '72 

banking 

27 

8 

St  Paul  Cos/Douglas  W  Leatherdale 

53 

Canada 

U  of  Manitoba,  BA  '57 

investment 

18 

t 

Salomon/John  H  Gutfreund 

60 

New  York  NY 

Oberlin,  BA  '51 

investment 

37 

6 

•Company  founder,     tNew  CEO,  less  than  six 

months' 

service 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Compan) 
sales 
(mil) 

'  data' 
profits 
(mil) 

Company 

Salary 
(000) 

+  bonus                other 
%  change          (000) 

stk  gains 
(000) 

$1,536 

19% 

$141 

— 

$1,678 

164 

0.35%           $11.0 

$5,695 

$289.0 

Primerica 

976 

NA 

— 

$155 

l,131tt 

302 

0.03                   6.4 

22,605 

1,395.0 

Procter  &  Gamble 

1,894 

46 

507 

— 

2,401 

81 

18.14               160.7 

1,393 

78.0 

Progressive 

445 

68 

15 

— 

460 

639 

t                      § 

2,639 

148.0 

Provident  Life  &.  Ace 

361 

NA 

68 

— 

429 

658 

t                      § 

1,059 

125.2 

PSl  Holdings 

303 

24 

— 

— 

303 

740 

0.02                   0.2 

1,741 

148.8 

Public  Service  Colo 

169 

9 

— 

— 

169** 

769 

t                      § 

619 

-10.5 

Public  Service  NH 

208 

NA 

3 

— 

212 

764 

0.07                   0.3 

915 

82.6 

Public  Service  NM 

501 

8 

5 

— 

506 

605 

t                   0.3 

4,805 

542.1 

Pub  Svc  Enterprise 

425 

8 

16 

36 

477 

627 

1.00                   3.3 

458 

27.9 

Puget  Sound  Bancorp 

371 

-2 

— 

— 

371 

702 

0.03                   0.3 

888 

117.7 

Puget  Sound  P&.L 

1,282 

8 

766 

— 

2,048 

118 

0.24                   9.1 

5,729 

197.7 

Quaker  Oats 

1,293 

-8 

36 

3,537 

4,867 

26 

0.29                   1.6 

2,671 

247.4 

Quantum  Chemical 

1,064 

3 

53 

3,790 

4,907 

25 

1.10                 56.2 

6,858 

350.1 

Ralston  Purina 

315 

NA 

7 

95 

416tt 

671 

0.13                   1.2 

1,099 

25.4 

Raychem 

1,215 

10 

— 

918 

2,133 

101 

0.21                   8.8 

8,796 

528.8 

Raytheon 

947 

NA 

1,018 

— 

1,965 

123 

0.26                   7.2 

1,902 

170.7 

Readers  Digest  Assn 

14,606 

28 

— 

— 

14,606 

4 

14.66               290.2 

1,822 

175.0 

Reebok  International 

6,265 

39 

281 

— 

6,546 

16 

60.31               247.3 

4,012 

21.7 

Reliance  Group 

610 

-16 

3 

— 

614 

537 

0.08                   1.0 

2,575 

24.0 

Republic  Ncvf  York 

1,775 

71 

35 

416 

2,226 

93 

0.06                  1.9 

6,143 

532.7 

Reynolds  Metals 

1,488 

97 

— 

— 

1,488 

201 

35.94                82.9 

695 

39.4 

Riggs  National 

713 

12 

— 

495 

1,208 

272 

6.87                91.5 

3,134 

103.2 

Rite  Aid 

591 

33 

— 

— 

591 

554 

0.14                  2.0 

2,661 

95.5 

Roadway  Services 

399 

21 

14 

— 

412 

674 

0.24                   0.4 

440 

20.0 

Rochester  Community 

209 

NA 

4 

— 

213 

763 

0.01                      § 

846 

71.4 

Rochester  G&.E 

1,361 

10 

32 

— 

1,394 

217 

0.12                   7.3 

12,534 

720.7 

Rockwell  Intl 

678 

-14 

7 

51 

736 

472 

0.10                   2.1 

2,661 

176.4 

Rohm  &  Haas 

968 

39 

3 

— 

971 

366 

0.11                   2.9 

1,182 

86.5 

Rorer  Group 

358 

30 

53 

— 

410** 

676 

3.11                   4.1 

1,508 

8.9 

Rose's  Stores 

919 

12 

— 

— 

919 

392 

1.47                 17.4 

495 

9.7 

Rouse 

889 

0 

311 

— 

1,200 

276 

0.39                 10.0 

1,344 

116.4 

Rubbermaid 

450 

NA 

— 

-— 

450 

645 

0.30                   2.9 

688 

64.7 

Russell 

744 

-19 

21 

— 

764 

455 

0.20                   2.9 

5,073 

52.2 

Ryder  System 

541 

NA 

— 

— 

541 

578 

1.21                   2.3 

1,383 

14.7 

Rykoff-Sexton 

526 

8 

459 

1,316 

2,302 

84 

2.00                   4.9 

1,402 

44.0 

Ryland  Group 

530 

9 

92 

29 

651 

510 

0.06                   1.3 

2,808 

300.2 

Safeco 

535 

NA 

4 

— 

538 

580 

1.08                 12.1 

478 

46.0 

i  ifety-Kleen 

128 

NA 

— 

— 

128 

773 

t                      § 

635 

67.2 

St  Joe  Paper 

377 

NA 

27 

— 

405 

682 

0.25                   3.0 

148 

50.9 

St  Jude  Medical 

448 

-12 

— 

— 

448 

648 

1.84                   2.9 

320 

10.6 

St  Paul  Bancorp 

644 

NA 

126 

221 

99in 

352 

0.05                   1.4 

3,789 

398.2 

St  Paul  Cos 

3,500 

-13 

147 

— 

3,647 

41 

0.10                   2.5 

8,999 

470.0 

Salomon 

'Sales  and  profits  as  reported  in  the  Forbes  500s  Annual  Directory-  issue,  Apr.  30, 1990. 
CEO;  cash  compensation  is  for  another  executive  office.    NA:  Not  available. 

^:Less  than  0.01%.     §Less  than  $100,000. 

**Prior-year  data.     ttNew 
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Corporate  America's  Most  Powerful  People 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

III 

(years) 
as 
CEO     . 

San  Diego  G&E/Thomas  A  Page 

57 

Niagara  Falls  NY 

Purdue,  BS  '55/Purdue,  MS  '63 

technical 

12 

9 

Santa  Fe  Pacific/Robert  D  Krebs 

48 

Sacramento  CA 

Stanford,  BA  '64/Harvaid,  MBA  '66 

operations 

24 

3 

Sara  Lee/John  H  Bryan 

53 

West  Point  MS 

Rhodes  C,  BA  '58 

administration 

30 

15 

Scana/Lawrence  M  Gressette  Jr 

58 

St  Matthews  SC 

Clemson,  BS  '54/S  Carolina,  LJLB  '59 

legal 

7 

% 

SCEcorp/Howard  P  Allen 

64 

Upland  CA 

Pomona,  BA  '48/Stanford,  JD  '51 

legal 

36 

6 

Schering-Plough/Robert  P  Luciano 

56 

New  York  NY 

CUNY  City  Col,  BBA  '54/Michigan,  JD  '58 

legal 

12 

8 

Charles  Schwab/Charles  R  Schwab* 

53 

Sacramento  CA 

Stanford,  BA  '59/Stanford,  MBA  '61 

hnancial 

16 

12 

Scott  Paper/Phihp  E  Lippincott 

54 

Camden  NJ 

Dartmouth,  BA  '57/Michigan  St,  MBA  '64 

operations 

31 

8 

EW  Scripps/Lawrence  A  Leser 

55 

Cincinnati  OH 

Xavier,  BS  '57 

financial 

22 

5 

Seagate  Technology /Alan  F  Shugart* 

59 

Los  Angeles  CA 

Redlands,  BS  '53 

technical 

11 

11 

Sears,  Roebuck/Edward  A  Brennan 

56 

Chicago  IL 

Marquette,  BS  '55 

retailing 

34 

• 
4 

Security  Bancorp/ Andrew  R  Brodhun 

50 

England 

Michigan  St,  BA  '65 

banking 

3 

1 

Security  Pacific/Robert  H  Smith 

55 

Glendale  CA 

use,  BS  '57/Van  Norman  U,  LLB  '66 

banking 

29 

t 

Sequa/Norman  E  Alexander 

75 

New  York  NY 

Columbia,  BA  '34 

legal 

40 

33 

Service  Merchandise/Raymond  Zimmerman' 

'  57 

Memphis  TN 

retailing 

30 

17 

SFFed  Corp/Roger  L  Gordon 

48 

Neosho  MO 

banking 

28 

% 

Shaw  Industries/Robert  E  Shaw 

58 

Cartersville  GA 

sales 

30 

28 

Shawmut  National/Joel  B  Alvord 

51 

Manchester  CT 

Dartmouth,  AB  '60/Dartmouth,  MBA  '61 

banking 

27 

4 

Sherwin-Williams/John  G  Breen 

55 

Cleveland  OH 

John  Carroll,  BS  '56/Case  West  Res,  MBA  '61 

marketing 

11 

11 

Sigma-Aldrich/Carl  T  Cori 

53 

St  Louis  MO 

Wisconsin,  BS  '59/Washington,  PhD  '69 

technical 

20 

7 

Signet  Banking/Robert  M  Freeman 

49 

Richmond  VA 

Virginia,  BS  '63 

banking 

19 

1 

Smith's  Food  &  Drug/Jeffrey  P  Smith 

40 

Brigham  City  UT 

operations 

20 

2 

Snap-on  Tools/Marion  F  Gregory 

56 

Denison  TX 

sales 

35 

2 

Society/Robert  W  Gillespie 

46 

Cleveland  OH 

Ohio  Wslyn,  BA  '66/Case  West  Res,  MBA  '68 

banking 

22 

3 

Society  for  Savings/Elliott  Miller 

56 

Cambridge  MA 

Harvard,  BA  '56/Michigan,  JD  '61 

legal 

18 

11 

Sonat/Ronald  L  Kuehn  Jr 

55 

New  York  NY 

Fordham,  BA  '57/Fordham,  LLB  '64 

legal 

20 

6 

Sonoco  Products/Charles  W  Coker  Jr 

57 

Hartsville  SC 

Princeton,  BA  '55/Harvard,  MBA  '57 

administration 

32 

20 

South  Carolina  Natl/James  G  Lindley 

58 

Greensboro  NC 

North  Carolina,  BS  '53/NYU,  MBA  '60 

banking 

11 

9 

Southeast  Banking/Charles  J  Zwick 

63 

Plantsville  CT 

Connecticut,  BS  '50/Harvard,  PhD  '54 

financial 

21 

11 

Southern  Company/Edward  L  Addison 

60 

Cottageville  SC 

South  Carolina,  BEE  '50 

technical 

36 

7 

Southern  Natl/Hector  MacLean 

69 

Baltimore  MD 

Davidson,  BS  '41/N  Carolina,  LLB  '48 

legal 

37 

21 

So  N  England  Telecom/Walter  H  Monteith  Jr 

59 

Framingham  MA 

Amherst,  BA  '52 

sales 

36 

6 

SouthTrust/Wallace  D  Malone  Jr 

53 

Dothan  AL 

Alabama,  BS  '57/Pennsylvania,  MS  '59 

banking 

31 

9 

Southwest  Airlines/Herbert  D  Kelleher 

59 

Camden  NJ 

Wesleyan,  BA  '53/NYU,  LLB  '56 

legal 

23 

9 

Southwest  Gas/Kenny  C  Guiim 

53 

Garland  AL 

Cal  St  Fresno,  BA  '58/Utah,  PhD  '60 

administration 

3 

2 

Southwestern  Bell/Edward  E  Whitacre  Jr 

48 

Ennis  TX 

Texas  Tech,  BSIE  '64 

technical 

27 

X 

Southwestern  Pub  SvcAV  R  Esler 

64 

Denison  TX 

Texas,  BSEE  '46 

technical 

42 

1- 

Sovran  Financial/ Albert  B  Gomto  Jr 

60 

Norfolk  VA 

Old  Dominion,  BS  '56 

banking 

33 

1 

Spiegel/John  J  Shea 

52 

Newark  NJ 

La  Salle,  BS  '59/Pittsburgh,  MS  '60 

marketing 

10 

5 

Springs  Industries/Walter  Y  Ehsha 

57 

Gary  EN 

Wabash,  BA  '54/Harvard,  MBA  '65 

administration 

10 

9 

SPX/Dale  A  Johnson 

52 

Hector  MN 

Mankato  State  U/Miimesota,  PhD  '68 

administration 

5 

X 

Square  D/Jerre  L  Stead 

47 

Maquoketa  LA 

U  of  Iowa,  BS  '6.S 

operations 

3 

1 

Standard  Fedl  Bank/Thomas  R  Ricketts 

59 

Detroit  MI 

Michigan,  BBA  '53/Michigan,  JD  '56 

legal 

34 

16 

•Company  founder.     fNew  CEO,  less  than  six  months' 

service. 

JN 
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_„_^.__ 

total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data* 
sales             profits 
(mil)               (mil) 

Company 

Salary 
(000) 

+  bonus                other 
%  change          (000) 

stk  gains 
(000) 

$647 

23% 

$12 

— 

$659 

505 

0.08% 

$1.9 

$2,082 

$187.1 

San  Diego  GSiE 

914 

-22 

304 

$295 

1,512 

190 

0.06 

2.0 

2,978 

-195.4 

Santa  Fe  Pacific 

1,392 

2 

685 

20 

2,097 

110 

0.23 

15.5 

11,746 

440.8 

Sara  Lee 

300 

NA 

16 

— 

316tt 

733 

0.01 

0.2 

1,123 

122.6 

Scana 

965 

13 

— 

— 

965 

372 

0.01 

1.1 

6,904 

778.2 

SCEcorp 

.      1,515 

13 

60 

— 

1,574 

181 

0.01 

1.0 

3,158 

471.3 

Schering-Plough 

1,129 

13 

8 

— 

1,137 

300 

26.83 

106.0 

553 

18.9 

Charles  Schwab 

756 

-39 

— 

1,149 

1,905 

128 

0.05 

1.4 

5,066 

375.5 

Scott  Paper 

881 

40 

6 

— 

887 

406 

0.06 

0.7 

1,266 

89.3 

EW  Scripps 

763 

0 

— 

— 

763 

457 

1.24 

6.8 

1,797 

104.7 

Seagate  Technology 

1,593 

15 

284 

635 

2,512 

78 

0.03 

3.3 

53,794 

1,508.5 

Sears,  Roebuck 

433 

56 

4 

— 

437 

654 

0.13 

0.2 

308 

28.6 

Security  Bancorp 

1,028 

NA 

11 

— 

l,039tt 

337 

0.03 

1.2 

10,018 

740.6 

Security  Pacific 

1,391 

8 

— 

— 

1,391 

218 

37.78 

270.8 

1,959 

55.9 

Sequa 

780 

47 

— 

— 

780 

449 

5.23 

18.4 

3,307 

72.0 

Service  Merchandise 

186 

NA 

— 

— 

186n 

768 

0.07 

§ 

418 

-8.6 

SFFed  Corp 

1,150 

NA 

50 

— 

1,200 

278 

7.90 

74.6 

1,266 

55.6 

Shaw  Industries 

1,0(K) 

11 

6 

137 

1,143 

297 

0.22 

2.3 

2,262 

-128.9 

Shawmut  National 

983 

32 

63 

1,025 

2,072 

113 

0.62 

9.4 

2,123 

108.9 

Sherwin-Williams 

806 

47 

4 

— 

810 

429 

0.23 

3.4 

441 

64.0 

Sigma-Aldrich 

481 

-24 

297 

— 

779 

451 

0.21 

1.3 

1,372 

123.3 

Signet  Banking 

503 

NA 

223 

— 

726 

479 

13.79 

94.1 

1,732 

26.1 

Smith's  Food  &.  Drug 

548 

-2 

— 

— 

548 

574 

0.03 

0.4 

891 

104.7 

Snap-on  Tools 

633 

14 

165 

114 

912 

393 

0.04 

0.4 

1,139 

110.0 

Society 

350 

15 

184 

— 

534 

582 

0.79 

1.1 

537 

46.0 

Society  for  Savings 

848 

7 

39 

449 

1,336 

233 

0.05 

1.0 

1,778 

109.0 

Sonat 

790 

-6 

— 

388 

1,179 

286 

1.23 

17.4 

1,656 

103.6 

Sonoco  Products 

511 

3 

103 

— 

614 

538 

0.18 

0.7 

659 

59.2 

South  Carolina  Natl 

479 

-24 

7 

— 

^       486 

623 

0.33 

1.4 

1,706 

80.5 

Southeast  Banking 

787 

1 

40 

— 

827 

423 

t 

0.7 

7,492 

846.0 

Southern  Company 

359 

NA 

21 

— 

380 

695 

0.39 

1.1 

310 

23.8 

Southern  Natl 

528 

20 

14 

— 

542 

576 

0.02 

0.5 

1,671 

189.1 

So  N  England  Telecom 

604 

2 

41 

210 

856 

416 

1.11 

5.7 

763 

72.8 

SouthTrust 

461 

NA 

— 

— 

461 

638 

1.04 

7.2 

1,015 

71.6 

Southwest  Airlines 

546 

-4 

— 

55 

602 

542 

0.38 

1.3 

845 

42.7 

Southwest  Gas 

1,065 

NA 

136 

— 

l,201tt 

274 

0.01 

1.9 

8,730 

1,092.8 

Southwestern  Bell 

342 

25 

1 

— 

343 

717 

0.02 

0.2 

821 

124.9 

Southwestern  Pub  Svc 

801 

.-       35 

250 

43 

1,094 

316 

0.04 

0.6 

2,651 

269.2 

Sovran  Financial 

997 

27 

108 

— 

1,105 

312. 

0.03 

0.3 

1,696 

73.3 

Spiegel 

764 

-5 

256 

— 

1,020 

342 

0.46 

2.3 

1,909 

64.9 

Springs  Industries 

351 

NA 

84 

— 

435tt 

655 

1 

§ 

632 

81.3 

SPX 

629 

19 

178 

— 

806 

433 

0.07 

0.9 

1,631 

101.9 

Square  D 

643 

16 

— 

— 

643 

521 

0.12 

0.3 

971 

45.7 

Standard  Fedl  Bank 

'Sales  and  profits  as  reponed  in  the  Forbes  500s  Annual  Direaory  issue 
another  executive  office.     NA;  Not  available. 

Apr.  30, 1990. 

tl«~?s  than  0.01%.     §Less  than  $100,000. 

ttNew  CEO;  cash  compensation  is  for 
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Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years) 
as 
CEO    • 

r 

Stanley  Works/Richard  H  Ayers 

47 

Newton  MA 

MIT,  BS  '65/MIT,  MS  '65 

operations 

18 

3 

Sur  Banc/Oliver  W  WaddeU 

59 

Covington  KY 

Duke,  BA  '54/Kentucky,  ]D  '69 

banking 

33 

7 

Sute  Street  BostonAVilliam  S  Edgerly 

63 

Lewiston  ME 

MIT,  BS  '49/Harvard,  MBA  '55 

financial 

15 

15 

Stone  Conuiner/Roger  W  Stone 

55 

Chicago  IL 

Pennsylvania,  BS  '57               ^ 

marketing 

33 

11 

^^ 

Student  Loan/Edward  A  Fox 

53 

New  York  NY 

ComeU,  AB  '58/NYU,  MBA  '63 

financial 

17 

17 

^ 

Subaru  of  America/Harvey  H  Lamm 

54 

Philadelphia  PA 

sales 

22 

15 

Sumitomo  Bank  Calif/Keizo  Yoshida 

54 

Japan 

Tokyo,  LLB  '58 

legal 

32 

3 

Summit  Bancorp/Thomas  D  Sayles  ]i 

58 

Newton  Ctr  MA 

Dartmouth,  BA  '54/NYU,  MBA  '61 

banking 

20 

17 

^^ 

Sun  Company/Robert  McClements  Jr 

61 

Philadelphia  PA 

Drexel,  BS  '52 

technical 

25 

5 

^ 

Sun  Microsystems/Scott  G  McNealy* 

35 

Columbus  OH 

Harvard,  BA  '76/Stanford,  MBA  '80 

operations 

8 

6 

_^ 

Sundstrand/Harry  C  Stonecipher 

54 

Scott  County  TN 

Tennessee  Tech,  BS  '60 

technical 

3 

1 

SunTrust  Banks/lames  B  Williams 

57 

Sewanee  TN 

Emory,  AB  '55 

banking 

5 

t 

Sunwest  Financial/Ike  Kalangis 

53 

Santa  Fe  NM 

Harding,  BBA  '60 

banking 

19 

1 

Super  Food  Services/Jack  Twyman 

56 

Pittsburgh  PA 

Cincinnati,  BBA  '55 

administration 

20 

18 

Super  Valu  Stores/Michael  W  Wright 

51 

MinneapoUs  MN 

Mirmesota,  BA  '61 /Minnesota,  JD  '63 

legal 

13 

9 

Sysco/John  F  Woodhouse 

59 

Wilmington  DE 

Wesleyan,  BA  '53/Harvard,  MBA  '55 

financial 

21 

7 

^ 

Talmin  Home  Federal/Theodore  H  Roberts 

61 

Gillett  AR 

Northwestern  St  LA,  BA  '49/Okla  St,  MA  '50 

banking 

5 

5 

^ 

Tambrands/Martin  F  C  Emmett 

55 

South  Africa 

Witwatersrand,  BS  '57/Queens  U,  MBA  '62 

bankmg 

1 

1 

Tandem  Computers/James  G  Treybig* 

49 

Clarendon  TX 

Rice,  BS  '63/Stanford,  MBA  '68 

administration 

15 

15 

Tandy /John  V  Roach 

51 

Stamford  TX 

Tex  Christian,  BA  '61 /Tex  Christian,  MBA  '65 

operations 

23 

9 

TCF  Financial/William  A  Cooper 

46 

Detroit  MI 

Wayne  State,  BS  '67 

financial 

5 

5 

TECO  Energy /Timothy  L  Guzzle 

53 

Ottumwa  lA 

Oklahoma,  BS  '58/Texas  Christian,  PhD  '65 

technical 

2 

1 

Tecimiseh  Products/Todd  W  Herrick 

47 

Tecumseh  MI 

Notre  Dame,  BA  '67 

administration 

18 

4 

Tele-Communications/John  C  Malone 

49 

Milford  CT 

Yale,  BS  '63/Iohns  Hopkins,  PhD  '67 

administration 

17 

17 

Teledyne/George  A  Roberts 

71 

Uniontown  PA 

Carnegie-Mellon,  BS  '39/Camegie,  PhD  '42 

technical 

49 

4 

Tele  &  Data  Systems/LeRoy  T  Carlson  Jr 

43 

Chicago  IL 

Harvard,  BA  '68/Harvard,  MBA  '71 

financial 

16 

4 

Temple-Inland/CUfford  J  Grum 

55 

Davenport  lA 

Austin,  BA  '56/Pennsylvania,  MBA  '58 

fmancial 

22 

6 

Tenneco/James  L  Ketelsen 

59 

Davenport  LA 

Northwestern,  BS  '52 

financial 

31 

12 

Texaco/James  W  Kiimear 

62 

Pittsburgh  PA 

US  Naval  Acad,  BS  '50 

sales 

36 

3 

Texas  Air/Francisco  A  Lorenzo 

50 

New  York  NY 

Columbia,  BA  '61 /Harvard,  MBA  '63 

financial 

18 

10 

Texas  Instruments/Jerry  R  Junkins 

52 

Fort  Madison  lA 

Iowa  St,  BS  '59/Southem  Methodist,  MS  '68 

operations 

31 

5 

Texas  Utilities/Jerry  S  Farrington 

55 

Burkbumett  TX 

U  No  Texas,  BBA  '55/U  No  Texas,  MBA  '58 

admmistration 

33 

3 

Textron/Beverly  F  Dolan 

62 

Augusta  GA 

Georgia,  BS  '52 

operations 

36 

5 

Time  Wamer/J  Richard  Munro' 

59 

Syracuse  NY 

Colgate,  BA  '57 

operations 

33 

10 

Times  Mirror/Robert  F  Erburu 

59 

Ventura  CA 

use,  BA  '52/Harvard,  JD  '55 

legal 

29 

9 

Timken/Wilham  R  Timken  Jr 

51 

Canton  OH 

Stanford,  BA  '60/Harvard,  MBA  '62 

operations 

28 

15 

TJX  Cos/Bernard  Cammarata 

50 

Brooklyn  NY 

retailing 

14 

i 

Torchmark/Ronald  K  Richey 

63 

ErieKS 

Washburn,  BA  '49/Washbura,  JD  '51 

insurance 

26 

5 

Tosco/Thomas  D  O'Malley 

48 

New  York  NY 

Manhattan,  BBA  '63 

investment 

2 

t 

Toys  "R"  Us/Charles  Lazarus* 

66 

Washington  DC 

administration 

34 

34 

. 

Transamerica/James  R  Harvey 

55 

Los  Angeles  CA 

Princeton,  BS  '56/Calif  Berkeley,  MBA  '63 

financial 

25 

9 

Transco  Energy/George  S  Slocum 

49 

East  Orange  NJ 

Cornell,  BA  '62/Comell,  MBA  '67 

hnancial 

12 

3 

^ 

Travelers/Edward  H  Budd 

57 

Zanesville  OH 

Tufts,  BS  '55 

insurance 

35 

y 

'Office  jointly  held  with  Steven  J  Ross.     'Company  founder.     tNcv>-  CEO,  lesi  than  six  nionth.s'  scrvict. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 

%                (mil) 

Company  data' 
sales             profits 
(mil)               (mil) 

Company 

Salary 
(000) 

+  bonus                other 
%  change          (000) 

stk  gains 
(000) 

$793 

37% 

— 

— 

$793 

442 

0.08%             $1.1 

$1,972 

$117.7 

Stanley  Works 

474 

-2 

$4 

— 

478 

626 

0.06                  0.3 

636 

58.0 

Star  Banc 

829 

11 

— 

— 

829 

422 

0.93                12.2 

1,092 

104.0 

State  Street  Boston 

1,379 

37 

— 

— 

1,379 

220 

2.65                 29.2 

5,330 

285.8 

Stone  Container 

883 

13 

1,149 

— 

2,032 

119 

t                     § 

3,281 

257.6 

Student  Loan 

492 

-12 

— 

— 

492 

618 

0.30                  0.9 

1,637 

-20.1 

Subaru  of  America 

196 

1 

14 

— 

210 

765 

0.13                   0.3 

438 

34.0 

Sumitomo  Bank  Calif 

559 

21 

10 

— 

569 

563 

0.59                   1.7 

425 

52.2 

Summit  Bancorp 

938 

-8 

31 

$711 

1,681 

163 

0.02                   0.8 

9,805 

98.0 

Sun  Company 

781 

60 

— 

— 

781 

448 

2.08                 40.1 

2,062 

36.1 

Sun  Microsystems 

550 

15 

93 

— 

643 

520 

0.28                   3.4 

1,595 

120.8 

Simdstrand 

471 

NA 

210 

76 

757tt 

463 

0.18                   4.7 

3,296 

337.3 

SunTrust  Banks 

182 

NA 

4 

— 

186 

767 

0.12                  0.2 

310 

20.1 

Sunwest  Financial 

638 

14 

224 

232 

1,095 

315 

1.73                  3.1 

1,710 

16.1 

Super  Food  Services 

900 

34 

— 

174 

1,074 

326 

0.16                  2.9 

11,000 

141.6 

Super  Valu  Stores 

1,083 

55 

— 

— 

1,083 

320 

0.36                  9.7 

7,326 

119.6 

Sysco 

600 

0 

10 

— 

610 

540 

4.38                  2.3 

568 

20.2 

Talman  Home  Federal 

425 

NA 

— 

— 

425 

665 

0.14                  2.3 

583 

1.7 

Tambrands 

479 

0 

— 

— 

479 

625 

0.67                16.7 

1,677 

117.8 

Tandem  Computers 

971 

11 

84 

— 

1,055 

331 

0.07                  1.9 

4,284 

303.9 

Tandy 

592 

9 

— 

— 

592 

552 

2.05                   1.4 

534 

11.1 

TCF  Financial 

508 

41 

11 

— 

519 

597 

t                      § 

1,060 

133.8 

TECO  Energy 

230 

NA 

4 

— 

234 

759 

t                      § 

1,510 

82.6 

Tecumseh  Products 

405 

1 

15 

— 

420 

668 

0.62                 27,8 

3,026 

-257.0 

Tele-Communications 

819 

1 

— 

— 

819 

425 

0.88                 13.7 

3,531 

150.3 

Teledyne 

246 

NA 

— 

— 

246 

758 

3.57                 34.8 

240 

11.1 

Tele  &  Dau  Systems 

821 

2 

352 

516 

1,689 

162 

0.34                   5.8 

2,124 

207.4 

Temple-Inland 

1,636 

52 

59 

— 

1,695 

160 

0.08                  6.9 

14,083 

584.0 

Tenneco 

1,793 

36 

2,150 

— 

3,943 

35 

0.04                  5.3 

32,416 

2,413.0 

Texaco 

977 

24 

313 

— 

1,290" 

245 

t                     § 

6,685 

-885.6 

Texas  Air 

702 

-12 

8 

125 

835 

421 

0.04                   1.2 

6,522 

291.7 

Texas  Instruments 

500 

4 

7 

— 

507 

604 

t                   0.4 

4,321 

779.1 

Texas  Utilities 

2,317 

12 

204 

— 

2,521 

77 

0.22                  4.7 

7,440 

268.7 

Textron 

2,450 

0 

— 

— 

2,450 

80 

0.20                 10.7 

7,642 

-256.0 

Time  Warner 

1,146 

-A 

488 

— 

1,635 

172 

0.23                   8.3 

3,475 

298.0 

Times  Mirror 

513 

-8 

6 

— 

520 

595 

13.42               123.3 

1,533 

55.3 

Timken 

666 

NA 

173 

— 

839" 

418 

0.15                   1.4 

2,149 

86.8 

TJX  Cos 

1,084 

'       35 

48 

11,588 

12,719 

7 

0.86                 20.4 

1,634 

211.3 

T  irchmark 

NA 

NA 

— 

— 

— 

— 

2.80                   7.5 

1,441 

40.5 

Tosco 

5,277 

19 

16 

— 

5,293 

21 

0.02                   1.8 

4,788 

321.1 

Toys  "R"  Us 

1,386 

7 

118 

1,507 

3,011 

56 

0.09                   2.3 

6,834 

332.2 

Transamerica 

686 

22 

121 

— 

807 

432 

0.08                  0.9 

2,989 

112.5 

Transco  Energy 

950 

13 

5 

251 

1,206 

273 

0.07                  2.0 

12,523 

424.0 

Travelers 

'Sales  and  profits  as  reponed 
compensaiion  is*for  another 

in  the  Forbes  500s  Annual  Direaor.'  issue 
executive  office.     NA:  Not  available. 

Apr.  30. 1990. 

$Less  than  0.01%.     §Less  than  $100,000. 

•*Prior-year  data.     tfNew  CEO;  cash 
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When  it  comes  to  capital  markets,  Daewoo  is  a  truly 
international  player,  as  conversant  with  yen  and  pounds  as  with 
dollars  and,  of  course,  the  Korean  won.  With  an  impressive 
record  of  success  in  the  securities  markets,  such  as  in  brokerage, 
dealing,  underwriting,  mergers  &  acquisitions  and  investment 
counseling,  Daewoo  Securities  has  rapidly  emerged  as  a  powerful 
financial  force.  For  more  information  on  how  our  global  financial 
services  can  help  you  prosper,  call  Daewoo. 

Daewoo  Securities  Co.,  Ltd.  (212)  466-0870 
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Corporate  America's  Most  Powerful  People 


Company/Chief  executive 

Age 

Birthplace 

Education 

undergraduate/graduate 

Background 

Tenure  (years)       J 
with                as    1 
Hrra              CEO  .| 

Tribune/Stanton  R  Cook 

64 

Chicago  IL 

Northwestem,  BS  '49 

technical 

39 

16 

Trinova/Darryl  F  Allen 

46 

Detroit  MI 

Michigan  St,  BA  '65/Michigan,  MBA  '66 

financial 

18 

4 

Trustmark/Frank  R  Day 

52 

Aberdeen  MS 

Mississippi,  BA  '53 

banking 

32 

t4 

TRW/Joseph  T  Gorman 

53 

Rising  Sun  IN 

Kent  State  U,  BA  '60/Yale,  LLB  '62 

legal 

22 

1 

Tucson  Electric/Thomas  C  Weir 

56 

Sandwich  IL 

administration 

2 

1 

Turner  Broadcasting/Robert  E  Turner* 

51 

Cincinnati  OH 

sales 

27 

27 

Turner  Corp/ Alfred  T  McNeill 

53 

Elizabeth  NJ 

Lehigh,  BS  '58 

technical 

32 

1 

TW  Holdings/Jerome  J  Richardson 

53 

Spring  Hope  NC 

Wofford,  BA  '59 

admmistration 

29 

1      ' 

20th  Century  Inds/Louis  W  Foster* 

77 

Newberry  MI 

Stanford,  BA  '35 

insurance 

34 

34 

Tyco  Laboratories/John  F  Fort 

48 

New  York  NY 

Princeton,  BS  '63/MIT,  MS  '66 

technical 

25 

7 

Tyson  Foods/Don  Tyson 

60 

Olathe  KS 

operations 

38 

27 

UAL/Stephen  M  Wolf 

48 

Oakland  CA 

San  Francisco  State  U,  BA  '65 

operations 

2 

2 

UJB  Financial/T  Joseph  Semrod 

53 

Okla  City  OK 

Oklahoma,  BA  '58/Oklahoma,  P  '63 

banking 

9 

9 

Union  Bank/Seishichi  Itoh 

55 

Japan 

Osaka,  BA  '57 

banking 

18 

5 

Union  Camp/Raymond  E  Cartledge 

60 

Pensacola  FL 

Alabama,  BBA  '52 

sales 

34 

4 

Union  Carbide/Robert  D  Kennedy 

57 

Pittsburgh  PA 

Cornell,  BME  '55 

operations 

35 

4 

Union  Electric/William  E  Cornelius 

58 

Salt  Lake  UT 

Missouri,  BS  '53/Washington,  MLA  '83 

financial 

28 

6 

Union  Pacific/ Andrew  L  Lewis  Jr 

58 

Philadelphia  PA 

Haverford,  BS  '53/Harvard,  MBA  '55 

adminisuation 

4 

3 

Union  Planters/Benjamin  W  Rawlins  Jr 

52 

Murfreesboro  TN 

Vanderbilt,  BA  '61 /Georgia  St,  MBA  '69 

banking 

16 

6 

Union  Texas  Petrol/A  Clark  Johnson 

59 

Philadelphia  PA 

Haverford,  BA  '52/Pennsylvania,  MBA  '54 

marketing 

22 

6 

Unisys/James  A  Unruh 

49 

Goodrich  ND 

Jamestown,  BSBA  '63/Denver,  MBA  '64 

financial 

8 

t 

UA  Entertainment/Stewart  D  Blair 

41 

Scotland 

U  of  Glasgow,  MA  '71 

administration 

3 

3 

United  Banks  of  Colo/N  Berne  Hart 

60 

Denver  CO 

Colorado  Col,  BA '51 

banking 

36 

11 

United  Missouri  Bcsh/R  Crosby  Kemper 

63 

Kansas  City  MO 

banking 

40 

20 

US  Bancorp/Roger  L  Breezley 

52 

Williston  ND 

North  Dakota,  BA  '60 

financial 

13 

3 

US  Shoe/Barmus  B  Hudson 

44 

Fort  Scott  KS 

Kansas,  BS  '68 

marketing 

5 

t 

United  Technologies/Robert  F  Daniell 

56 

Milton  MA 

Boston  U,  AS  '54 

operations 

34 

4 

United  Telecom/William  T  Esrey 

50 

Philadelphia  PA 

Denison,  BA  '61 /Harvard,  MBA  '64 

administration 

10 

5 

Univar/James  W  Bernard 

52 

Brainerd  MN 

Oregon,  BS  '60 

sales 

30 

4 

Universal/Henry  H  Harrell 

50 

Richmond  VA 

Washington  &  Lee,  BA  '61 

administration 

16 

2 

Unocal/Richard  J  Stegemeier 

62 

Alton  IL 

Missouri,  BS  '50/Tcxas  A&M,  MS  '51 

technical 

39 

2       ' 

UNUM/James  F  Orr  UI 

47 

Minneapolis  MN 

Villanova,  BS  '62/Boston  U,  MBA  '69 

banking 

4 

3 

Upjohn/Theodore  Cooper 

61 

Trenton  NJ 

Georgetown,  BS  '49/St  Louis,  PhD  '56 

technical 

10 

3 

US  West/Jack  A  MacAllister 

62 

Humeston  lA 

U  of  Iowa,  BC  '50 

administration 

40 

15 

USAir  Group/Edwin  I  Colodny 

63 

Burlington  VT 

Rochester,  AB  '48/Harvard,  LLB  '51 

legal 

33 

15 

USF&G/Jack  Moseley 

58 

Birmingham  AL 

Auburn,  BS  '53 

insurance 

37 

10 

USG/Eugene  B  Connolly 

58 

New  York  NY 

Hofstra,  BS  '54/Hofstra,  MBA  '64 

administration 

32 

t 

USLife/Gordon  E  Crosby  Jr 

69 

Rerasen  LA 

marketing 

31 

24 

UST  Inc/Louis  F  Bantle 

61 

Bridgeport  CT 

Syracuse,  BS  '51 

marketing 

28 

17 

USX/Charles  A  Corry 

58 

Cincinnati  OH 

Cincinnati,  BA  '55/Cincinnati,  JD  '59 

administration 

31 

1 

Valhi/Harold  C  Simmons 

59 

AlbaTX 

Texas,  BA  '51 /Texas,  MA  '52 

investment 

7 

3 

Valley  Bancorp/Peter  M  Flatten  III 

50 

Green  Bay  WI 

Wisconsin,  BBA  '62 

banking 

25 

1 

Valley  Federal  S&L/Scott  A  Bralyt 

36 

Newport  Bch  CA 

use,  BS  '75 

financial 

1 

t 

'Cxjmpany  founder.     fAaing  CEO,     ^New  CEO, 

less  than  six  months'  service 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 

%                 (mil) 

Company  data' 
sales             profits 
(mil)               (mil) 

Company 

Salary 
(000) 

+  bonus                other 
%  change          (000) 

stk  gains 
(000) 

$1,158 

9% 

$1,038 

— 

$2,196 

96 

0.52% 

$13.9 

$2,455 

$242.4 

Tribune 

707 

-11 

22 

— 

730 

477 

0.07 

0.6 

1,942 

32.3 

Trinova 

326 

9 

— 

— 

326 

729 

4.24 

8.3 

308 

28.1 

Trustmark 

1,060 

30 

38 

$183 

1,281 

249 

0.06 

1.6 

7,340 

263.0 

TRW 

278 

NA 

6 

— 

284 

750 

t 

§ 

594 

-82.1 

Tucson  Electric 

677 

NA 

64 

— 

741 

468 

61.79 

367.6 

1,059 

-27.6 

Turner  Broadcasting 

380 

33 

— 

— 

380 

696 

0.40 

0.3 

3,562 

2.8 

Turner  Corp 

696 

NA 

2,157 

1,799 

4,652 

29 

3.70 

12.4 

3,485 

-57.3 

TW  Holdings 

604 

NA 

7 

— 

611" 

539 

9.19 

48.7 

706 

91.0 

20th  Century  Inds 

1,200 

29 

2,874 

— 

4,074 

34 

2.39 

45.0 

2,100 

104.7 

Tyco  Laboratories 

3,565 

39 

218 

— 

3,782 

38 

18.68 

353.4 

2,937 

103.7 

Tyson  Foods 

1,150 

100 

137 

— 

1,287 

246 

0.34 

11.5 

9,794 

324.2 

UAL 

827 

3 

432 

341 

1,600 

177 

0.27 

1.7 

1,224 

118.5 

UJTB  Financial 

406 

19 

42 

— 

449 

647 

0.02 

0.1 

1,650 

138.9 

Union  Bank 

778 

-2 

24 

129 

931 

382 

0.04 

0.9 

2,761 

299.4 

Union  Camp 

1,410 

1 

5 

— 

1,414 

213 

0.29 

8.1 

8,744 

573.0 

Union  Carbide 

525 

13 

2 

— 

527 

589 

0.02 

0.4 

2,010 

285.6 

Union  Electric 

1,550 

15 

103 

1,670 

3,323 

49 

0.05 

3.3 

6,492 

595.0 

Union  Pacific 

447 

5 

170 

— 

616 

536 

0.26 

0.4 

432 

-22.3 

Union  Planters 

680 

-7 

— 

818 

1,497 

197 

0.23 

3.5 

981 

172.6 

Union  Texas  Petrol 

375 

NA 

49 

— 

424tt 

667 

0.01 

0.3 

10,097 

-639.3 

Unisys 

350 

19 

— 

— 

350 

714 

t 

0.1 

1,067 

-91.9 

UA  Entertainment 

329 

-17 

141 

— 

470 

631 

0.30 

0.9 

635 

18.1 

United  Banks  of  Colo 

493 

9 

16 

83 

592 

551 

9.35 

33.4 

385 

37.6 

United  Missouri  Bcsh 

485 

8 

19 

597 

1,102 

313 

0.13 

1.7 

1,672 

150.8 

US  Bancorp 

488 

NA 

— 

— 

488t+ 

622 

0.09 

0.8 

2,492 

51.4 

US  Shoe 

1,280 

12 

103 

477 

1,860 

134 

0.04 

2.6 

19,532 

702.1 

United  Technologies 

967 

4 

738 

— 

1,706 

156 

0.02 

1.8 

7,549 

362.9 

United  Telecom 

762 

NA 

— 

— 

762 

458 

1.02 

2.4 

1,377 

20.8 

Univar 

446 

18 

13 

— 

459 

642 

0.11 

0.5 

2,902 

47.3 

Universal 

1,065 

21 

3 

— 

1,068 

327 

0.08 

5.2 

10,056 

260.0 

Unocal 

965 

24 

— 

— 

965 

371 

0.06 

0.9 

1,934 

155.4 

UNUM 

1,187 

18 

5 

644 

1,836 

135 

0.08 

5.0 

2,907 

176.0 

Upjohn 

1,310 

1 

10 

192 

1,512 

189 

0.04 

4.8 

9,691 

1,110.7 

US  West 

571 

-10 

1,757 

482 

2,810 

62 

0.39 

4.7 

6,252 

-63.2 

USAir  Group 

1,180 

30 

302 

46 

1,528 

188 

0.02 

0.6 

4,679 

116.7 

USF&G 

335 

NA 

1 

— 

336tt 

722 

0.36 

0.8 

2,191 

28.0 

use 

959 

11 

357 

36 

1,352 

227 

0.79 

4.5 

1,200 

80.3 

LSLife 

2,126 

23 

22 

3,635 

5,783 

18 

1.00 

30.2 

670 

190.5 

USTInc 

1,347 

NA 

— 

— 

1,347 

230 

* 

0.3 

17,533 

965.0 

USX 

795 

-40 

— 

— 

795 

441 

0.07 

1.2 

2,269 

102.3 

Valhi 

352 

41 

29 

— 

381 

693 

0.61 

1.7 

315 

29.7 

Valley  Bancorp 

NA 

NA 

— 

— 

— 

— 

t 

§ 

338 

-72.9 

Valley  Federal  S&L 

'Sales  and  profi^  as  reponec 
compensation  is  for  another 

in  the  Forbes  500s  Annual  Direaorv'  issue 
executive  office.    NA:  Not  available. 

,Apr  30, 1990. 

tLess  than  0.01  % .     §Less  than  $  1 00,000. 

"Prior-year  data     ftNew  CEO;  cash 
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Corporate  America's  Most  Powerful  People 

< 

Company/Chief  executive 

Age 

Birthplace 

Education 
undergraduate/graduate 

Background 

Tenure 

with 

firm 

(years)        9 

as     n 

CEO    y 

•«■ 

Valley  National/Richard  J  Lehmann 

46 

Portland  OR 

Washington,  BA  '66/Washington, 

MBA  '68 

banking 

2 

t     ]L 

VF/Lawrence  R  Pugh 

57 

White  Plains  NY 

Colby,  BBA  '56 

marketing 

10 

8      11 

^ 

Viacom/Frank  J  Biondi  Jr 

45 

New  York  NY 

Princeton,  BA  '66/Harvard,  MBA 

'68 

administration 

3 

3      1^ 

_ 

Visu  Chemical/|ohn  D  Bums* 

57 

Houston  TX 

Rice,  BS  '56/Harvard,  PMD  '7a 

technical 

35 

6 

_ 

Vons  Cos/Roger  E  Stangeland 

60 

Chicago  IL 

Illinois,  BS  '51 

retailing 

30 

6 

^^ 

Vulcan  Materials/Herbert  A  Sklenar 

58 

Omaha  NE 

U  Nebraska  Omaha,  BS  '52/Harvard,  MBA  '54 

financial 

18 

4 

p" 

Waban/John  F  Levy 

43 

Newton  MA 

Trmity  College  CT,  BA  '69/Harvard,  MBA  '73 

journalism 

17 

1 

Wal-Mart  Stores/David  D  Glass 

54 

Mtnview  MO 

SW  Missouri  St,  BS  '59 

hnancial 

14 

' 

_ 

Walgreen/Charles  R  Walgreen  m 

54 

Chicago  IL 

Michigan,  BS  '58 

operations 

38 

19  : 

_ 

Wang  Laboratories/Richard  W  Miller 

49 

Buffalo  NY 

Case  Western  Res,  BA  '67/Harvard,  MBA  '70 

financial 

1 

t  1 

Warner-Lambert/Joseph  D  Williams 

63 

Washington  PA 

U  Nebraska  Lincoln,  BS  '50 

marketing 

40 

5      1 

Washington  Mutual/Louis  H  Pepper 

65 

Libertyville  IL 

Wisconsin,  BA  '50/Wisconsin,  ID 

'51 

legal 

9 

9 

^ 

Washington  National/Robert  W  Patin 

47 

Pittsburgh  PA 

Muskingum  C,  BA  '64 

insurance 

2 

2       1 

ij 

Washington  Post/Katharine  Graham 

72 

New  York  NY 

Chicago,  AB  '38 

administration 

27 

17 

Washington  Water/Paul  A  Redmond 

53 

Lakeview  OR 

Gonzaga,  BS  '65 

operations 

25 

6 

Waste  Management/Dean  L  Buntrock* 

58 

Columbia  SD 

St  Olaf,  BA  '55 

adminisuation 

34 

22 

Weis  Markets/Sigfried  Weis 

74 

Selinsgrove  PA 

Yale,  BA  '38 

retailing 

52 

30 

Wellman/Thomas  M  Duif 

42 

Hoboken  NJ 

Rutgers,  BA  '70 

administration 

20 

5 

Wells  Fargo/Carl  E  Reichardt 

58 

Houston  TX 

use,  BA  '56 

banking 

20 

7 

West  One  Bancorp/Daniel  R  Nelson 

52 

Spokane  WA 

Washington  St,  BBA  '62 

banking 

6 

4 

Western  Capital  Inv/Robert  J  Malone 

45 

Los  Angeles  CA 

Loyola,  BA  '66/USC,  MBA  '69 

banking 

t 

t 

Westinghouse/John  C  Marous 

64 

Pittsburgh  PA 

Pittsburgh,  BS  '47/Pittsburgh,  MS 

'49 

technical 

41 

2 

Westvaco/John  A  Luke 

64 

Tyrone  PA 

Yale,  AB  '49 

operations 

41 

1 

' 

Wetterau/Ted  C  Wetterau 

62 

St  Louis  MO 

Westminster,  BA  '52 

marketing 

38 

20 

Weyerhaeuser/George  H  Weyerhaeuser 

63 

Seattle  WA 

Yale,  BS  '49 

operations 

41 

24 

Wheelabrator  Tech/Paul  M  Montrone 

49 

Scranton  PA 

U  of  Scranton,  BS  '62/Columbia, 

PhD '65 

financial 

20 

1 

Wheeling-Pittsburgh/Wm  J  Scharffenberger 

69 

New  York  NY 

Columbia,  BS  '42 

hnancial 

3 

3 

Whirlpool/David  R  Whitwam 

48 

Stanley  WI 

Wisconsin,  BS  '67 

marketing 

22 

3 

Whitman/James  W  Cozad 

63 

Huntington  IN 

hidiana,  BS  '50 

financial 

t 

t 

Whitney  Holding/Wilham  L  Marks 

47 

Florence  AL 

Wake  Forest,  BA  '66 

banking 

t 

t 

Willamette  Inds/WiUiam  Swindells 

59 

Oakland  CA 

Stanford,  BS  '53 

operations 

37 

8 

Williams  Cos/Joseph  H  Williams 

56 

Tulsa  OK 

Yale,  BA  '56 

operations 

31 

11 

Wilmington  Trust/Bernard  J  Taylor  II 

64 

Philadelphia  PA 

Pennsylvania,  BS  '49 

banking 

11 

11 

Winn-Dixie  Stores/A  Dano  Davis 

44 

New  Rochelle  NY 

retailing 

22 

8 

Wisconsin  Energy/Charles  S  McNeer 

64 

Gilbert  WV 

Northwestern,  BS  '50 

technical 

40 

15 

Witco/William  Wishnick 

65 

Brooklyn  NY 

Texas,  BBA  '49 

administration 

48 

19 

Woolworth/Harold  E  Sells 

61 

Ozark  AR 

retailing 

45 

3- 

Worthington  Inds/John  H  McConnell* 

67 

N  Manchester  WV  Michigan,  BA  '49 

marketing 

35 

35 

Wm  Wrigley  Jr/William  Wrigley 

57 

Chicago  IL 

Yale,  BA  '54 

marketing 

34 

29 

Xerox/David  T  Keams 

59 

Rochester  NY 

Rochester,  BS  '52 

sales 

19 

8 

Yellow  Freight  Sys/George  E  Powell  Jr 

63 

Kansas  City  MO 

administration 

38 

22 

Zenith  Electronics/Jerry  K  Pearlman 

51 

Des  Moines  lA 

Princeton,  AB  '60/Harvard,  MBA 

'62 

hnancial 

19 

7 

Zions  BancoTpotation/Roy  W  Simmons 

74 

Portland  OR 

banking 

36 

25 

'Company  founder.     |New  CEO,  less  than  six  months' 

service. 
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total 
(000) 

Rank 

among 

800  execs 

Stock  owned 

mkt  val 
%                 (mil) 

Company  data' 
sales             profits 
(mil)               (mil) 

Company 

Salary 
(000) 

+  bonus                other 
%  change          (000) 

stk  gains 
(000) 

$488 

NA 

$42 

— 

$530tt 

585 

0.06%             $0.2 

$1,201 

$-149.2 

Valley  National 

1,085 

10% 

112 

— 

1,197 

279 

0.05                  0.9 

2,533 

176.0 

VF 

1,153 

21 

— 

— 

1,153** 

293 

t                     § 

1,436 

131.1 

Viacom 

820 

21 

12 

$2,978 

3,809 

37 

1.74                  6.8 

758 

102.8 

Vista  Chemical 

646 

8 

— 

— 

646 

517 

2.93                     § 

5,221 

-25.1 

Vons  Cos 

709 

0 

449 

— 

1,158 

289 

0.24                  4.2 

1,076 

129.4 

Vulcan  Materials 

609 

NA 

171 

— 

780 

450 

0.62                  1.3 

2,057 

28.8 

Waban 

600 

0 

30 

6,129 

6,759** 

15 

0.15                 41.3 

25,922 

1,075.9 

Wal-Mart  Stores 

862 

33 

785 

— 

1,647 

169 

0.63                16.2 

5,555 

158.2 

Walgreen 

NA 

NA 

— 

— 

— 

— 

t                     § 

2,620 

-511.0 

Wang  Laboratories 

1,505 

15 

59 

— 

1,564 

184 

0.05                  3.6 

4,196 

412.7 

Warner-Lambert 

481 

16 

10 

314 

805 

436 

0.37                  0.9 

660 

19.8 

Washington  Mutual 

375 

150 

190 

— 

565 

565 

0.07                  0.2 

810 

9.8 

Washington  National 

740 

13 

18 

— 

758 

462 

12.16               356.6 

1,444 

197.9 

Washington  Post 

266 

-14 

67 

— 

333 

726 

0.04                   0.2 

590 

72.1 

Washington  Water 

1,357 

-3 

96 

— 

1,453 

209 

0.75               124.7 

4,459 

562.1 

Waste  Management 

420 

6 

9 

— 

429 

659 

32.82               439.9 

1,239 

86.4 

Weis  Markets 

410 

NA 

— 

— 

410 

677 

1.4,S                 13.6 

438 

54.5 

Wellman 

1,553 

17 

87 

154 

1,793 

138 

0.27                   9.2 

5,649 

601.1 

Wells  Fargo 

374 

19 

— 

— 

374 

701 

t                      § 

429 

33.6 

West  One  Bancorp 

375* 

NA 

— 

— 

375 

700 

t                      § 

306 

-93.3 

Western  Capital  Inv 

1,808 

28 

296 

1,043 

3,147 

54 

0.02                   1.9 

12,844 

922.0 

Westinghouse 

942 

31 

57 

— 

998 

348 

0.35                   5.7 

2,315 

220.9 

Westvaco 

850 

9 

185 

— 

1,035 

339 

4.73                 27.4 

5,189 

45.9 

Wetterau 

1,060 

-4 

8 

431 

1,498 

196 

1.19                61.0 

10,106 

341.1 

Weyerhaeuser 

NA 

NA 

— 

— 

— 

— 

2.18                31.7 

1,493 

58.5 

Wheelabrator  Tech 

300 

0 

— 

— 

300 

742 

t                     § 

1,147 

128.8 

Wheeling-Pittsburgh 

1,030 

83 

— 

— 

1,030 

341 

0.03                  0.6 

6,152 

187.2 

Whirlpool 

650* 

NA 

— 

650 

513 

0.22                  5.9 

3,986 

190.7 

Whitman 

NA 

NA 

— 

— 

— 

t                     § 

236 

-60.0 

Whitney  Holding 

516 

11 

12 

— 

528 

587 

6.83                 84.6 

1,892 

191.1 

Willamette  Inds 

876 

5 

52 

404 

1,332 

234 

0.31                  3.9 

1,717 

52.5 

Williams  Cos 

710 

11 

— 

12 

721 

482 

0.35                  2.2 

379 

59.4 

Wilmington  Trust 

526 

12 

24 

— 

550 

572 

2.32                 54.9 

9,486 

146.6 

Winn-Dixie  Stores 

624 

46 

6 

— 

630 

528 

0.05                   0.9 

1,493 

194.0 

Wisconsin  Energy 

522 

-19 

— 

— 

522 

593 

1.92                 13.8 

1,588 

35.0 

Witco 

1,380 

15 

777 

— 

2,158 

99 

0.09                   3.3 

8,820 

329.0 

Woolworth 

546 

6 

24 

— 

570 

561 

14.50              122.1 

943 

54.9 

V,  orthington  Inds 

681 

11 

20 

— 

701 

493 

17.54               368.7 

993 

106.1 

Wm  Wrigley  Jr 

1,333 

48 

283 

263 

1,879 

131 

0.04                   2.0 

17,635 

704.0 

Xerox 

663 

-4 

17 

— 

679 

499 

3.11                 23.3 

2,220 

18.6 

Yellov/  Freight  Sys 

463 

-26 

— 

— 

463 

637 

0.19                   0.5 

1,549 

-68.4 

Zenith  Electronics 

NA 

— 

— 

— 

— 

— 

7.87                 13.0 

321 

13.9 

Zions  Bancorporation 

'Sales  and  profit^  as  reponed 
compensation  is  for  another 

in  the  Forbes  500s  Annual  Direaon-  issue 
executive  office.    NA:  Not  available. 

.Apr.  30. 1990. 

tLess  than  0.01%.     §Less  than  $100,000. 

"Prior  year  data.     ttNew  CEO;  cash 
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The  average 
secretary 

a)ends  118  hours 

ayear 

atthecoplen 


Barbara  Champey 

Author  of  "A  Ten  Uimte  Guide 

To  A  More  Productive  Office" 

Making  a  secretary's 
workday  the  most  pro- 
ductive it  can  be  isn't 
easy  Just  think  about 
how  many  nuisances 
can  cause  a  secretary 
to  fall  behind.  For  in- 
stance, inefficient  office 
equipment  such 
as  a  copier 
In  fact,  a  study  by 
an  independent 
research  organi- 
zation shows 
that  die  average 
secretary  spends 
118  hours  a  year 
at  the  copier. 
Imagine  the 
increase  in  pro- 


ductivity if  that  time 
could  be  reduced  by  as 
little  as  20%.  The  right 
copier  can  give  a  secre- 
tary a  lot  more  time  to 
do  other  things. 

To  determine  what 
copier  is  best  for  your 
office  it's  important  to 
ask  the  right  questions. 
How  many  copies  a 
month  do  you  plan  to 
make?  Also,  will  you 
be  making  copies  of 
two-sided  documents? 
What  about  enlarging 
or  reducing?  It's  also 
important  to  think 


about  an  automatic 
collating  feature.  It  will 
save  a  substantial 
amount  of  time  when 
copying  multiple-page 
documents. 

There  are  copiers  in 
every  category  that  will 
speed  up  certain  jobs 
and  turn  previously 
wasted  hours  into  pro- 
ductive time.  So  before 
making  any  decision 
on  what  to  purchase, 
it's  imperative  to  plan 
for  it.  Because  the  right 
piece  of  equipment  is  a 
true  business  asset. 


On«  way  to  make  your  office  more  produc- 
tive is  to  employ  the  Minolta  EP  8600  copier 

Features  such  as  these  demonstrate  why  it's 
so  efficient: 

•  50,000  copies  can  be  produced  before 
adding  toner 

•  4,000  sheets  of  paper  can  be  loaded  when 
large  capacity  trays  are  used. 

•  60  copies  per  minute  for 
increased  productivity 

•  LED  help  screen  displays  49 
messages  that  solve  virtually 
all  copying  problems. 

•  Automatic  duplexing  makes 
two-sided  copies  from  two- 
sided  originals  or  two 
originals. 

•  Zoom  lens  for  61%-164%       CO  PIERS 
reductions  and  enlargements,   only  from  the 


•  Dual  original  feed  produces  booklets  from 
originals  copied  side  by  side. 

•  Intelligent  Commander  allows  remote 
programming. 

For  more  information  on  the  EP  8600  and 
a  free  copy  of  Barbara  Champney  s  "A  Ten 
Minute  Guide  To  A  More  Productive  Office," 
calll-800-USA-DIAL. 


MIND  OF  MINOLTA 


MINOLTA 


Hard-pressed  domestic  uranium  produc- 
ers have  a  new  worry:  cheap  imported 
Russian  uranium.  There  isnt  much  they 
can  do  about  it. 

Trouble  at 
the  mines 


By  Seth  Labofve 


To  ADD  TO  the  woes  caused  by  the 
antinuclear  groups,  the  country's  ura- 
nium producers  must  now  contend 
with  imports  of  cheap  uranium  from 


the  Soviet  Union.  Oren  L.  Benton, 
who  owns  Denver's  Nuexco,  hic,  the 
U.S.'  largest  uranium  trader,  says  his 
firm  has  been  encouraged  by  the  U.S. 
State  Department  to  help  Russia  ex- 
port its  uranium — "to  further  world 


Uranium  processing 

Is  there  a  Rusaian  bear  in  that  barrel? 


Il//Slc«k  Market 


peace  and  stability." 

These  exports,  plus  a  glut  of  U.S.- 
produced  uranium,  have  helped  drive 
the  price  of  uranium  concentrate  to 
less  than  $9  a  pound,  as  against  its 
alltime  high  of  $43  in  1978.  The  low 
prices  have  laid  the  U.S.  uranium 
mining  industry  on  its  back.  In  Janu- 
ary Chevron  stopped  production  at  its 
huge  uranium  mine,  the  nation's  larg- 
est, near  Grants,  N.M.  Chevron  said 
cthe  mine  can't  be  run  profitably  un- 
less uranium  prices  double  from  their 
current  depressed  level. 

U.S.  uranium  suppliers,  through 
their  trade  group,  have  tried  various 
forms  of  litigation  and  legislation  to 
prohibit  the  importation  of  foreign 
uranium.  But  a  flat  ban  is  unlikely. 
With  Washington's  ties  to  the  Soviet 
Union  growing  closer,  Washington 
doesn't  want  to  undermine  the  al- 
ready staggering  Soviet  economy. 

The  economics  of  the  uranium 
business  have  gotten  so  bad  that  some 
producers  see  dastardly  deeds  facili- 
tated by  the  cheap  Russian  uranium. 
They  charge  that  Nuexco  and  other 
uranium  brokerage  firms  are  driving 
prices  lower  by  shorting  the  market 
and  then  covering  their  positions  by 
importing  cheap  Russian  uranium. 

According  to  Senator  Pete  Domeni- 
ci,  the  Republican  from  New  Mexico 
whose  state  was  until  lately  a  major 
uranium  producer,  here's  one  con- 
densed version  of  how  this  short-sell- 
ing scheme  works:  A  broker  agrees  to 
sell  uranium  to  an  electric  utility  at  a 
future  date  at  today's  price — say,  $10 
a  pound.  The  trader's  bet  is  he  can  buy 
the  uranium  for  less  than  $10  a  pound 
before  the  delivery  date.  But  the  price 
jumps  to  $11.  Does  the  trader  lose? 
Not  if  he  can  come  up  with  cheap 
Russian  uranium  at,  say,  $8  a  pound. 

In  other  words,  the  traders  can,  in 
effect,  hedge  their  short  positions 
with  cut-price  uranium  from  the  Rus- 
sians, who  are  eager  for  dollars  and 
willing  to  sell  the  stuff,  or  the  equiva- 
lent in  enriched  uranium,  for  about 
half  U.S.  prices.  (Technical  note:  Ura- 
nium is  fungible,  like  oil.) 

Note  what's  going  on  here.  The 
market  is  simply  passing  the  cost  sav- 
ings of  the  relatively  inexpensive  Rus- 
sian uranium  on  to  the  consumers, 
the  utilities,  at  the  expense  of  the 
domestic  uranium  producers,  as  well 
as  other  noncommunist  producers.  Of 
course,  the  middleman,  the  broker, 
always  takes  his  slice  of  the  action. 
Why  don't  the  utilities  just  bypass  the 
brokers  and  purchase  the  cheaper  ura- 
nium directly  from  the  Russian  sup- 
pliers? Doing  so  would  be  perfectly 
legal.  But  the  utilities  say  that  direct- 
ly importmg  Eastern  bloc  uranium 


1 


320 


FORBES,  MAY  28,  1990 


On  the  Frontiers 
of  Technology 


That's  the  arena  of  competition  for  today's  fighting  aircraft.  Up  where  nothing  less  than  the 
best  in  pilots,  equipment,  and  engineering  will  do. 

A  case  in  point:  United  Technologies  Pratt  &  Whitney  was  challenged  to  produce  a  new 
engine  for  the  state-of-the-art  F-15  and  F-16.  An  engine  that  would  deliver  greater  thrust, 

yet  weigh  less  than  existing  power  plants.  Building  that  engine  meant  enlisting 

metallurgical  suppliers  with  the  expertise  to  handle  exotic,  high-strength  space  age  metals 

and  turn  them  into  precision  parts.  Suppliers  like  Fansteel. 

The  titanium  alloy  which  makes  up  the  front  and  rear  fan  ducts,  augmentor  duct,  and 
spans  most  of  the  new  F100-PW-229  engine's  16-foot  length  is  formed  and  chemically 

milled  at  our  PSM  Los  Angeles  facility. 

Fansteel  is  a  proud  player  on  the  team  that  delivers  a  revolutionary  power  plant  highlighted 
by  an  8-to-1  thrust-to-weight  ratio  while  remaining  the  lightest  engine  in  its  class. 

We're  out  there  on  the  frontiers  of  technology. 
That's  one  more  reason  it  will  pay  you  to  know  more  about  us. 


[^nsteel 


An  integrated  producer  of  aircraft/aerospace, 
metalworking  and  energy-related  products. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago.  IL  60064  •  (708)  689-4900 


Falling  spot  market  prices 


With  demand  for  energy  strong  in  the  1970s,  uranium  prices  went 
through  the  roof.  But  by  the  mid-1980s,  conservation,  antinuclear  groups 
and  overproduction  took  a  toll. 


would  arouse  the  ire  of  state  regula- 
tors and  make  problems  for  them 
with  the  U.S.  uranium  industry. 

George  Glasier,  vice  president  of 
marketing  at  Energy  Fuels  Nuclear 
Inc.,  the  U.S.'  largest  uranium  produc- 
er, is  especially  upset  with  Nuexco 
and  the  other  traders,  including  West 
Germany's  Nukem  GmbH. 

What  really  upsets  Glasier  as  well 
as  such  executives  as  Richard  Thomp- 
son of  Virginia  Electric  &  Power  Co., 
a  big  uranium  consumer,  is  that  since 
it  was  founded  in  1968,  Nuexco  has 
published  highly  influential  uranium 
spot  prices.  Its  yellow  monthly  report 
is  relied  upon  by  the  utilities  to  price 
many  of  their  long-term  supply  con- 
tracts with  mines. 

What's  the  problem  with  that?  Ac- 
cording to  Thompson,  Glasier  and 
others,  Nuexco  and  its  fellow  traders 
are  in  a  position  to  manipulate  urani- 
um prices  because  they  both  play  the 
market  and  report  the  spot  prices  at 
which  uranium  trades.  And  Nuexco  is 
a  substantial  player.  Company  offi- 
cials claim  to  have  traded  over  $1 
billion  of  uranium — over  100  million 
pounds  at  current  prices — in  the  past 
three  years.  Annual  worldwide  pro- 
duction was  about  90  million  pounds 
last  year. 

The  unhappy  producers  convinced 
Senator  Domenici  to  raise  the  issue  at 
a  congressional  subcommittee  hear- 


ing in  April  1989.  "I  have  a  strong 
suspicion  that  they  [uranium  brokers 
and  traders]  are  rigging  the  price,"  the 
senator  said. 
Domenici  asked  the  Department  of 


Energy  to  investigate  whether 
Nuexco  and  the  other  traders  were 
manipulating  spot  prices  for  their 
own  gain.  But  the  move  backfired. 
The  Energy  Department  did  investi- 
gate— and  concluded  that  there  is 
enough  competition  in  the  industry 
to  prevent  any  single  firm  from  undu- 
ly influencing  prices.  But  the  Energy 
Department  does  believe  that  the  bro- 
kers are  arranging  for  Soviet  uranium 
to  come  to  the  U.S. 

The  producers  and  even  competing 
brokers  still  maintain  that  Nuexco  is 
influencing  prices.  Says  Virginia 
E&LP's  Thompson,  "They  claim  they 
are  not  going  short,  but  at  the  same 
time  it's  hard  to  wonder  how  they're 
actually  doing  some  of  the  trading 
they're  doing  without  taking  a  short 
position."  But  even  Domenici  hasn't 
pursued  the  issue  since  the  Depart- 
ment of  Energy  report. 

In  a  speech  at  a  convention  of  buy- 
ers and  sellers  of  nuclear  fuel  in 
March,  George  White  Jr.,  the  son  of 
Nuexco's  founder  and  a  vice  president 
at  the  firm,  put  the  matter  succinctly: 
"Castigating  the  dealmakers  doesn't 
alter  economic  reality." 

In  other  words,  the  producers'  prob- 
lem isn't  Nuexco.  The  problem  is  the 
uranium  glut.  Short  of  banning  cheap 
Russian  uranium,  the  only  thing  that 
could  help  U.S.  producers  would  be 
increased  demand  for  their  product. 
Unfortunately,  the  antinuclear  groups 
have  taken  care  of  that  alternative.  ■ 


The  institutions  have  gone  sour  on  highly 
leveraged  EnviroSource.  The  result  is  that 
they  re  probably  playing  nicely  into  John 
Moran  's  patient  hands. 

Thinking  long  term 

in  a  short-term 

market 


By  James  R.  Norman 


Backed  with  money  from  investor 
John  Moran's  Dyson-Kissner-Moran 
Corp.,  operating  man  Louis  A.  Guz- 
zctti  Jr.  last  year  came  up  with  a  new 
en  v'ironmental  cleanup  company 
called  EnviroSource  Inc.  The  trendy 


name  comes  from  a  handful  of  indus- 
trial recycling  and  pollution  control 
businesses.  These  Moran  and  Guz- 
zetti  retained  after  the  company — the 
reorganized  remains  of  White  Motor 
Co. — took  over  and  broke  up  lu  Inter- 
national in  1988  in  an  $800  million 
hostile  raid  financed  by  Drcxcl  Bum- 
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landy 
Business 
Systems 

By  the 
numbers. 

It's  no  game.  You  can  play  with 

figures  all  day  long.  But  to  give 

your  company  the  winning 

edge,  you  need  control. 

Advanced  accounting  software 

on  386™ -based  Tandy  computers 

gives  you  that  control.  To 

integrate  transactions,  assets 

and  inventory.  To  process  the 

numbers  that  give  you  the  big 

picture.  Control  that  leads  you 

to  the  only  number  that  really 

matters— the  one  on  the 

bottom  line. 

And  you  can  count  on  us.  Not 

only  does  Tandy  produce  the 

broadest  line  of  PC  compatibles 

made  in  America,  but  we  also 

provide  the  best  support 

services  available. 

Add  it  up.  Tandy  business 
systems  give  your  company  the 
numerical  advantage  you  need 

to  win.  Because  we  know 
you're  playing  for  real. 

Tandy  Computers:  Because 
there  is  no  better  value.^" 

Radio  /haeK 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


386/TM  licensed  from  Intel  Corp. 


EninroSource  sainor  John  Moran,  of  Dyson-Kissner-Moran 
The  notes  had  to  be  reset.  DefatiU  loomed. 


Michael  Tamborrino 


ham  Lambert. 

Surprisingly,  Guzzetti  has  managed 
to  keep  EnviroSource  out  of  bankrupt- 
cy court.  This  is  surprising  because 
EnviroSource  faced  an  April  deadline 
to  "reset"  the  rate  on  $160  million 
worth  of  14%  subordinated  deben- 
tures, so  that  the  debt  would  trade  at 
102%  of  its  face  value.  Guzzetti  had 
planned  to  roll  the  debentures  over 
into  cheaper  debt.  But  Drexel's  de- 
mise in  February  made  that  unthink- 
able. Default  loomed. 

Guzzetti  was  fortunate  to  have  as 
his  backer  Moran's  Dyson-Kissner- 
Moran.  It  is  a  very  private  New  York 
buyout  house  that  now  owns  compa- 
nies with  aggregate  sales  of  $3.4  bil- 
lion; its  specialty  is  taking  big  posi- 
tions m  a  few  companies,  and  holding 
on  for  the  long  haul.  It  was  dkm  fi- 
nancing that  had  brought  White  Mo- 
tor and  its  $330  million  of  tax-loss 
carryforwards  out  of  Chapter  11  in 
1983;  dkm's  ownership  of  Enviro- 
Source has  now  climbed  to  41.8%. 

Orchestrating  what  appears  to  be 
the  first  successful  reset  since  Drex- 
el's collapse,  Moran  agreed  to  put  up 
the  money  for  EnviroSource  to  buy 
back  $10  million  of  its  bonds  at  103% 
of  their  face  value,  even  though  they 
are  probably  worth  only  two-thirds 
that  in  the  shattered  junk  market. 
DKM  also  converted  $10  million  it  was 
owed  into  stock.  And  Guzzetti,  with 
4.2%  of  the  company,  was  obliged  to 


issue  new  common  stock  equal  to 
around  4%  of  the  company's  equity  to 
EnviroSource's  bondholders.  The 
bondholders  were  mainly  First  Execu- 
tive Corp.  and  Columbia  Savings  &. 
Loan,  which  needed  the  money. 

The  reset  obligation  had  been  met, 
even  though  the  seldom-traded  bonds 
are  still  probably  worth  less  than  par. 

With  the  reset  mess  behind  it,  En- 
viroSource IS  not  yet  out  of  the  woods. 
Still  looming  over  the  company  is  an 
aggressive  slate  of  accelerated  debt  re- 
payments, $70  million  all  told,  over 
the  next  three  years.  Indeed,  another 
year  of  high  interest  costs  will,  Guz- 
zetti admits,  probably  wipe  out  just 
about  any  1990  profits,  once  predicted 
by  analysts  at  $  1  a  share. 

Afraid  that  more  dilution  lies  ahead 
if  EnviroSource  fails  to  meet  these 
repayments,  institutional  investors 
that  loaded  up  on  the  company's 
stock  last  year  amid  bullish  analyst 
reports  apparently  have  been  dump- 
ing the  stock.  After  doubling  last  year 
to  more  than  $14  a  share  on  improv- 
ing prospects  for  its  cleanup  services, 
EnviroSource's  11.6  million  shares 
have  dropped  to  less  than  $5. 

This  get-me-out-at-any-price  kind 
of  selling  is  very  likely  playing  nicely 
into  the  hands  of  John  Moran,  who 
has  earned  a  reputation  for  patient, 
and  profitable,  investing.  Likely  new 
acid  rain  legislation,  says  Guzzetti, 
could  create  enough  demand  for  En- 


viroSource's smokestack  sludge  sys- 
tems to  swell  the  company's  $190 
million  in  revenues.  "Thank  God  for 
regulation,"  quips  Guzzetti.  And  its 
62.5% -owned  Envirosafe  Services  Inc. 
affiliate,  publicly  traded  over-the- 
counter,  is  one  of  a  dwindling  number 
of  hazardous-waste  landfill  operators. 
Restrictions  on  new  toxic  landfills 
make  existing  ones  more  valuable. 
Each  EnviroSource  share  is  backed  by 
almost  $3  worth  of  Envirosafe  stock, 
at  the  latter's  current  market  value  of 
$54  million. 

The  main  thing  restraining  dkm 
from  owning  more  of  EnviroSource 
for  a  while  may  just  be  a  fear  of  losing 
its  tax  losses,  dkm  is  clearly  in  for  the 
long  haul.  Guzzetti  could  ease  Enviro- 
Source's debt  situation  by  selling  its 
Envirosafe  shares,  as  he  first  planned 
last  year.  But  with  Envirosafe's  pros- 
pects on  the  upswing,  he  wants  to 
hold  on  and  perhaps  even  bid  for  the 
rest  of  Envirosafe  with  a  stock  swap. 
That  would  bring  in  some  profits 
against  which  to  use  the  old  White 
Motor  tax-loss  carryforwards.  But  it 
could  mean  more  dilution  and  weak 
earnings  near  term. 

"Unfortunately,  the  company  is 
playing  a  long-term  strategy  in  a  very 
short-term  market,"  concludes  one 
major  institutional  holder  who  may 
be  selling.  Unfortunately,  that  is,  for 
the  short-term  players,  but  not  neces- 
sarily for  John  Moran.  ■ 
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"Genius  begins  great  works, 
kbor  alone  finishes  it." 


JosephJoubert 


I  fw^  I  he  genius  behind  the  success 
I  \oi  National  Geographic  is  the 
I  «*•  I  simple  fact  that  behind  the 
famihar  yellow  borders  there  are  no 
geographic  boundaries  too  remote  and 
no  quality  standards  too  high.  And  the 
labor  force  responsible  for  the  quality 
and  distribution  of  the  finished  product 
is  located  in  Mississippi. 

In  1977,  when  National  Geographic 
decided  to  upgrade  its  printing  pro- 
cess, it  moved  to  a  printing  company  in 
Corinth,  Mississippi,  now  Ringier 
America,  a  Swiss-based  firm.  This  move 
was  described  to  Society  members  by 
Editor  Gilbert  M.  Grosvenor  as  "the 
biggest  technical  changeover  in  the 
history  of  your  magazine." 

Why  did  National  Geographic 
decide  to  make  its  "biggest  technical 
changeover  in  history"  in  the  state 
of  Mississippi? 

"We're  geographers  and  we  looked 
at  Mississippi  for  its  geography-its  human  geography  and  its  physical 
geography,'  says  Grosvenor,  now  President  and  Chairman  of  National 
Geographic  Society.  "The  reasons  we  chose  Mississippi  are  very  simple: 
People,  work  ediic  and  location.  It  was  clear  to  us  that  the  people  of  Mississippi 
wanted  our  business." 

The  quality  of  our  work  force  was  critical  to  die  decision  to  print  National 
Geographic  in  Mississippi.  "Quality  is  absolutely  THE  essential  ingredient  of 
our  product,"  says  Grosvenor.  "We  have  to  have  die  highest  printing  quality 
available.  We  were  assured  that  die  local  work  force  could  be  trained  to  produce 
printing  that  was  up  to  our  high  standards.  And  they  have  succeeded.  It's  the 
work  ethic  of  the  people-die  desire  to  do  a  good  job.  We  have  a  wonderful 


relationship  with  die  people  diere." 

As  for  the  physical  geography, 
Grosvenor  calls  Mississippi  "the  ideal 
location.  We  print  approximately  11 
million  copies  of  National  Geographic 
"f  every  month  for  maihng  to  virtually 
every  country  on  the  globe,  so  we  have 
to  have  a  good  distribution  network.  We 
utilize  rail,  good  roads,  trucking,  air 
transportation  and  have  access  to  a 
seaport.  Clearly,  Mississippi  has  geo- 
graphical attributes  that  are  not  only 
essential  to  us  but  necessary  to  other 
successful  industiries  as  well " 

Take  Ingalls  Shipbuilding  division 
of  Litton,  for  example,  where  access  to 
deep  waters,  such  as  die  Gulf  of  Mexico, 
is  absolutely  essential.  Considered  the 
nation's  premier  designer  and  builder  of 
sophisticated  cruisers,  destroyers  and 
amphibious  assault  ships  for  the  U.S. 
Navy,  Ingalls  employs  11,000  highly 
skilled  people  on  an  800-acre  facility  in 
Pascagoula.  Anodier  world-class  Mississippi  company  is  Peavey  Electronics, 
one  of  the  world's  top  music  equipment  manufacmrers  and  die  world's  largest 
seller  of  guitar  amplifiers.  Peavey  employs  over  1800  people  and  exports  to 
102  countries  ft-om  their  headquarters  in  Meridian. 

You  can't  produce  world-class  products  like  diese  widiout  a  work  force 
dedicated  to  quality.  And  when  it  comes  to  quality,  Grosvenor  sums  it  up: 
"We're  absolutely  ecstatic  about  die  quality  of  work  coming  out  of  Mississippi." 
If  you'd  Uke  more  information  on  The  State  of  Change,  call  or  write 
Governor  Ray  Mabus  or  J.  Mac  Holladay,  Director;  Mississippi  Department  of 
Economic  and  Community  Development;  R  0.  Box  849;  Jackson,  Mississippi 
39205;  (601)  359-3449. 
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"Whether  it  be  the  latest  advancements  in  computers ,  health  care 

or  communications,  I  can  rely  on  OMNI  to  keep  me  informed 

about  all  the  current  trends.  That's  why  of  all  the  magazines  I  read, 

OMNI  is  my  favorite.  It's  more  than  just  a  well-written  magazine,  it's 

actually  something  I  use  to  prepare  for  what's  ahead.  So,  if  I'm  who  you 

want  your  ad  to  reach. .  .get  with  it.  Put  your  ad  in  OMNI  Magazine." 
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A  TOOL  FOR  THE  21^'  CENTURY. 


What's  urong  with  this  picture? 

New  York's  subway  cars  were  covered  with  graffiti,  the  stations  JUthy.  Below,  the  Astor  Place  station  today. 


New  York  City's  subway  system  is  still  not  a 
bright  spot,  hut  neither  is  it  the  disaster  it 
was,  a  fact  that  should  encourage  all  man- 
agers facing  tough  turnarounds. 


Where  did  all 
the  graffiti  go? 


the  early  1980s  the  subways  were  still 
using  pumps  that  first  saw  service 
building  the  Panama  Canal. 

Since  1982,  New  York's  Transit 
Authority  has  spent  over  $12  billion 
on  capital  improvements.  Of  this, 
says  Mortimer  Downey,  the  Metro- 
politan Transportation  Authority's 
chief  financial  officer,  around  75% 
has  been  to  make  up  for  deferred 
spending  that  should  have  been  made 
before  1982.  Former  mta  Chairman 


By  Daniel  Akst 


Tl  o  UNDERSTAND  what  it  mcans 
to  manage  New  York  City's 
subway  system,  consider  this 
fact:  New  York's  rising  water  table 
means  13  million  gallons  must  be 
pumped  from  the  system  daily. 

Now  consider  this  related  fact:  So 
thoroughly  had  successive  genera- 
tions of  state  and  local  politicians  ne- 
glected the  system's  finances  that  by 


Richard  Ravitch,  who  took  to  wearing 
a  bulletproof  vest  after  two  attempts 
on  his  life  while  helping  to  reform  the 
subways,  is  blunt.  "The  years  of  ne- 
glect," says  Ravitch,  "had  produced  a 
near-catastrophe. " 

Today,  as  any  visitor  to  New  York 
knows,  the  city's  subways  are  still 
dirty  and  full  of  panhandlers. 

Yet  the  amazing  thing  is,  the  sub- 
way system  has  turned  around.  The 
clearest  sign:  after  falling  from  2  bil- 
lion passengers  carried  anually  in  the 
1940s  to  under  1  billion  carried  in 
1983,  ridership  is  increasing,  albeit 
slowly.  Three-quarters  of  the  6,200 
subway  cars  are  new  or  overhauled, 
and  94%  are  air-conditioned.  The 
graffiti  has  disappeared.  Serious  de- 
railments have  been  eliminated. 

The  manager  behind  the  statistics 
is  David  Gunn,  a  cheerful,  loose- 
limbed  52-year-old  Harvard  M.B.A. 
and  former  Navy  officer  who  has 
spent  his  working  life  in  railroads.  He 
was  lured  to  New  York  in  1984  by 
Robert  Kiley,  who  succeeded  Ravitch 
as  MTA  chairman  in  1983  and  had 
been  Gunn's  boss  in  running  the  Bos- 
ton transit  system.  Gunn  resigned  in 
February  to  take  a  breather.  But  he  left 
behind  a  revitalized  system  that 
should  encourage  any  manager,  from 
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It  looks  like  this. 


But  it  sounds  like  this!   ) 

Aisr  can  do  the  same  for       « 
your  fax  machine's  performance. 


AT&T  Enhanced  FAX  Service.  Even  the  most  elementary  fax  machine  can  do  some  very  grand  things. 
Because  now  it  can  be  hooked  up  to  AT&T  Enhanced  FAX,  which  can  empower  your  machine  with  all 
the  capabilities  available  through  AT&T's  Worldwide  Intelligent  Network. 

And  all  you  need  to  do  is  call  our  toll-free  number  and  follow  the  easy  voice  prompts,  which  orchestrate 
the  entire  process. 

You  can  store  and  retrieve  messages  from  your  own  fax  mailbox.  Automatically  redial  a  busy  number. 
And  send^the  same  document  to  up  to  1,000  destinations,  worldwide. 

And^ince  it  frees  up  both  you  and  your  machine,  you  can  conduct  business  as  usual. 

One  last  note.  AT&T  Enhanced  FAX  is  part  of  an  extensive  portfolio  of  services  called  AT&T  Global  Messaging, 
which  will  always  be  evolving  and  never  become  outdated. 

So  call  1  800  248-EFAX  to  hear  more  about  AT&T  Enhanced  FAX  and  how  we  can  handle  all  your  fax  needs. 

It'll  be  music  to  your  ears. 


)  1990  AT&T 


AT&T 

The  right  choice. 


MPhoI.i>  Fos[cr  Im.igi   ri.iilk 


New  York's  subways  a  decade  ago 

"Years  of  neglect  had  produced  a  near-catastrophe/ 


the  public  or  private  sector,  who  has  a 
tough  job  on  his  or  her  hands. 

Lest  anyone  doubt  that  the  spirit  of 
an  enterprise  comes  from  the  top, 
consider  what  Gunn  saw  on  Feb.  1, 
1984,  his  first  day  as  Transit  Author- 
ity president.  The  agency's  labyrin- 
thine headquarters  in  downtown 
Brooklyn,  squalid  and  turbulent  as  a 
chicken  coop,  reflected  a  siege  men- 
tality. The  president's  office  was  a 
slum.  Decrepit  furniture  was  arranged 
to  hide  holes  in  the  carpet,  and  the 
anteroom  was  colonized  by  displaced 
file  clerks.  Gunn  spent  his  first  day  on 
the  job  carving  out  a  clean  place  to  sit. 

The  conditions  in  that  office  were 
reflected  throughout  the  system. 
Once  or  twice  a  month,  doors  would 
fling  open  on  moving  trains.  And  in 
nearly  500  "red  tag  zones,"  track  de- 
fects forced  speeds  of  just  10  miles  per 
hour.  Worst  of  all,  no  one  was  in 
charge.  The  ta,  an  organization  with 
nearly  50,000  employees,  had  only 
615  managers  who  could  be  hired  and 
fired  at  will.  Few  were  in  the  field. 

"The  real  villain  of  the  piece  is  the 
political  structure  that  has  under- 
funded this  place,"  says  Gunn. 

Subway  and  bus  fares,  recently 
raised  to  $1.15,  cover  half  the  sys- 
tem's $2.9  billion  operating  budget 
(fares  are  62%  of  subway  revenue, 
45%  for  buses),  but  that  doesn't  count 
the  roughly  $800  million  that  ought 
to  be  invested  annually  just  to  main- 
tain the  status  quo  underground.  And 
since  transit  accounting  ignored  de- 
preciation, the  true  capital  deficit  was 
masked  for  years. 

Probably  the  key  change  Gunn  and 
Kiley  made  in  running  the  Transit 
Authority  was  to  break  the  hold  of  the 


Turnaround  artist  David  Gunn 
Straphangers'  revenge. 

supervisory  unions  over  all  but  a 
small  number  of  management  posi- 
tions. The  supervisory  unions  were 
the  weakest,  and  they  were  attacked 
first  under  the  direction  of  Bruce 
Mclver,  then  the  ta's  acting  vice  pres- 
ident for  personnel  and  labor. 

In  1983  there  were  only  615  non- 
union, non-civil-service  managers  for 
50,000  employees,  but  things  were 
really  even  worse.  Mclver  estimates 
that  85%  of  the  workers  were  in- 
volved in  operational  activities — and 
that  area  had  only  200  of  the  615 
managers — not  even  one  manager,  in 
short,  for  every  200  workers.  The  ta 
planned  to  create  1,200  new  manage- 
ment positions,  all  filled  at  ta  discre- 
tion by  people  without  civil  service  or 
union  protection. 

Mclver  first  secured  the  support  of 
then  mayor  Edward  Koch.  Then  he 
won  a  recommendation  of  approval 
from  the  New  York  City  Civil  Service 
Commission,  whose  three  members 
are  appointed  by  the  mayor.  Eventual- 
ly, Governor  Mario  Cuomo  backed 
the  change.  But  for  political  reasons, 
Mclver  recalls,  Cuomo  insisted  the 
Transit   Authority   work   something 


out  with  the  imions  first. 

Why  would  a  union  give  up  jobs, 
and  allow  the  creation  of  new  jobs 
outside  its  jurisdiction?  Primarily  be- 
cause the  TA  management  shrewdly 
promised  that  members  of  the  main 
union  involved,  the  Subway  Surface 
Supervisors  Association,  would  get 
first  crack  at  the  new  management 
positions,  which  offered  higher  pay, 
more  authority  and  greater  chance  for 
f  advancement. 

Once  the  1,200  nonunion  managers 
were  in  place,  the  ta  attacked  the 
decades-old  accretion  of  work  rules, 
traditions  and  other  practices  that 
limited  productivity.  Here  it  ran  up 
against  the  Transport  Workers  Union. 

New  York  City's  collective  bargain- 
ing law  says  that  an  established  work- 
place practice,  if  not  changed  by  col- 
lective bargaining,  has  the  status  of  a 
contractual  provision,  so  all  the  feath- 
erbedding  and  "quotas"  and  other 
things  were  protected  (see  ho.x,  p.  334). 
The  TA  had  a  big  fight  with  the  union 
over  job  classifications,  for  example, 
which  were  so  narrow  that,  as  Mclver 
says,  "You  couldn't  be  both  a  sweeper 
and  a  mopper.  You  had  to  be  a  sweep- 
er or  a  mopper." 

In  1985  the  Transit  Authority  man- 
aged to  get  a  "zipper  clause"  into  the 
Twu  contract,  meaning  "if  it's  not  in 
the  contract,  you  don't  get  it."  This 
swept  aside  decades  of  practice  in  one 
fell  swoop — at  a  price.  Management 
put  more  money  into  the  health  fund 
as  part  of  a  sweetened  financial  pack- 
age. But  the  price  was  clearly  worth  it. 
Today  managers,  not  union  hacks, 
run  the  system's  shops. 

As  the  once  tyrannical  power  of  the 
ta's  supervisory  unions  withered, 
Gunn  and  his  newcomers  kept  up  the 
pressure.  Uavid  Feeley,  Gunn's  new 
senior  vice  president,  launched  sur- 
prise midnight  inspections  of  far- 
flung  TA  operations,  attacking  on-the- 
job  beer-drinking  and  napping.  Tran- 
sit union  leaders  mounted  a  $200,000 
newspaper  ad  campaign  calling  for 
Gunn's  removal,  to  no  avail. 

Gunn  began  a  crash  program  to  sta- 
bilize the  system  and  stop  managing 
crises.  He  ordered  "bam  chiefs,"  who 
are  in  charge  of  dispatching  enough 
subway  trains  every  day  to  meet 
schedule  requirements — not  to  re- 
lease unsafe  trains  under  any  circum- 
stances. "The  next  week  we  were 
down  500  cars,"  he  recalls.  "We  were 
short  50  trains  at  rush  hour  in  sum- 
mer." Twice-weekly  inspections  were 
begun  for  every  inch  of  track.  Defects 
were  fixed  within  24  hours. 

Gunn  also  tore  apart  the  budget  pro- 
cess. Five  hundred  cost  centers  were 
established,  each  headed  by  a  manag- 
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Perf onnance.  Consistency.  Stability. 


From  The  Power  Of  The  Pacific. 


Three  essentials  for 
financial  success. 
Alone,  each  is  impres- 
sive, but  together  they 
speak  of  the  highest 
quality. 

The  quality  found  at 
Pacific  Financial 
Companies. 

Performance.  Our 
proven  performance 
places  us  among  the 
nation's  leading 
financial  institutions. 
With  innovative  pro- 
ducts and  insightful 
strategies. 

Consistency.  Growing 
with  America  for  over 
120  years,  assets  under 
management  now  total 
over  $35  billion.  With 
more  than  $26  billion 
of  life  insurance  in 
force. 

Stability.  Secure  in 
the  ability  to  deliver 


tomorrow  on  what's 
invested  today,  we've 
earned  the  industry's 
highest  ratings.*  Year 
after  year 

In  Personal  Financial 
Services,  Employee 
Benefits,  and  Asset 
Management.  We 
provide  the  power  to 
manage  your  future. 

Performance. 
Consistency  Stability. 
Demand  it.  And  get  it 
from  Pacific  Financial 
Companies.  The  Power 
of  the  Pacific. 


Pacific  Mutual 


Standard  &  Poors  AAA,  AM  Best  A+. 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 
1  800  544-3600 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 


Professional 

And 

Private  Investors 


See  page  379  in  this  Issue  for  FORBES 
Portfolio  Of  Annual  Reports. 

OFFERED  FREE 

These  annual  reports  are  available  to  you 

by  completing  the  postage -paid  reply  cards 

in  the  section  or  by  calling 

FORBES  ToU  Free  Number  1-800-848-1991 
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Uncover  new  business 

opportunities  with  fast-growing 

high-tech  manufacturers 
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key  decision  makers 
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new  markets 
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new  partners 
new  investments 
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stories. 

Hire  a  youth 
for  the  summer. 

212  888- JOBS 


SUMMER  JOBS 

SpoHMircd  bv  thf 
New  York  Cirv  Partnership,  Inc. 


er  subject  to  reward  or  punishment  by 
his  superior,  and  all  corresponding  to 
a  new  table  of  organization  that 
reaches  down  to  the  lowest  shop  fore- 
man. Decision-making  was  pushed 
far  down  into  the  organization,  with 
department  heads  developing  their 
budgets  within  spending  constraints 
set  by  TA  headquarters. 

In  1981  the  ta  had  embarked  on  a 
desperately  needed  five-year,  $6.5  bil- 
lion program  of  capital  improvements 
(renewed  for  $6.5  billion  in  1987).  The 
money  and  borrowing  power  had  been 
won  from  the  state  legislature  by  Ki- 
ley's  predecessor,  Richard  Ravitch,  a 
man  of  great  persuasive  skills  and  a 
wizard  at  innovative  financing,  with- 
out whom  Gunn's  success  wouldn't 
have  been  possible.  ("Ravitch,"  says 


Wraps  oj'f 

Clean  machines. 


Gunn,  "is  the  real  hero.") 

Getting  the  money  was  one  thing. 
But  the  TA  had  no  rational  way  of 
deciding  what  to  spend  the  money  on, 
and  capital  managers  were  buying  or 
building  things  that  operations 
couldn't  use.  One  project,  for  exam- 
ple, called  for  30  new  subway  car 
wash  installations,  even  though  the 
single  prototype  never  worked. 

Gunn  ordered  his  executive  vice 
president,  George  Miller,  to  rational- 
ize the  system's  organization.  Miller, 
the  son  of  a  New  York  subway  con- 
ductor, demanded  detailed  monthly  . 
financial  reports,  including  (for  the 
first  time)  a  balance  sheet.  The  first- 
ever  wall-to-wall  inventory  was 
launched.  Managers  were  named  to 
run  each  project  from  beginning  to 
end — something  new  at  the  ta — and 
careers  depended  on  finishing  on  time 
and  within  budget.  Priorities  were  re- 
vamped. Station  improvements,  air- 
conditioning  and  other  comforts  were 
pushed  down  the  list  in  favor  of  secur- 
ing the  guts  of  the  system — track, 
tunnels,  switches,  electrical  systems, 
new  pumps  for  all  that  water  and  so 
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RENAISSANCE 


Pardon  us  for  stating  the  obvious. 

But  the  plain  fact  is,  there  are 
numerous  parts  manufacturers  who  lo- 
cate in  states  that,  shall  we  say,  are  some- 
what less  than  desirable.  Or  should  we 
say,  somewhat  less  than  Illinois? 

States,  for  example,  that  don't  of- 
fer an  automotive  industry  that  jumped 
fk)m  11  th  place  to  4th  in  the  last  year 
alone.  Building  400,000  automobiles. 
Adding  41,000  manufacturing  jobs.  And 
boosting  exports  by  22%. 

Stateythat  don't  offer  an  environ- 
ment with  over  2,000  auto -related 
firms.  Everything  fi-om  Diamond  Star 
Motors  (Chrysler  and  Mitsubishi's  $650 
million  joint  venture)  to  Ike's  Auto  Parts. 

States  that  don't  offer  a  transporta- 

Oi990IUininsOepanmmliilO'mmfrreaniiCcfmmumr\'Alfain 


tion  network  including  133,000  miles 
of  highways  and  streets.  1,110  miles  of 
navigable  waterways.  The  largest  rail 
gateway  in  the  country  And  one  of  the 
world's  premier  airports. 

Are  you  getting  the  picture  yet? 
Well,  as  they  say  on  those  late-night  TV 
commercials,  "But  wait,  there's  more." 

Illinois  also  sits  in  the  center  of 
the  largest  industrial  and  second  largest 
consumer  markets  in  the  nation. 

Which  probably  explains  why 
we  have  over  six  million  skilled  work- 
ers within  our  borders. 

Many  of  whom  mastered  those 
skills  while  attending  one  of  the  180 
universities,  50  community  colleges  and 
448  technical  and  training  schools  that 


call  Illinois  home. 

And  many  of  whom  were  able 
to  increase  said  skills  thanks  to  the  over 
$28.6  million  in  training  funds  given  to 
private  industries  by  the  state  last  year. 

On  a  more  personal  note,  Illinois 
also  offers  a  lifestyle  that  could  make 
even  Robin  Leach  a  bit  envious. 

Museums,  golf  courses,  historic 
sites  and  parks  dot  the  state's  landscape. 

For  further  information,  plus  a 
copy  of  our  free  Auto  Industry  Guide, 
just  call  Rich  Funderburk  of  the  Illinois 
Dept.  of  Commerce  and  Community 
Affaire  at  (217)  782-6861. 

As  they  also  often  say  on  those  late- 
night  commercials,  "Operators  will  be 
standing  by." 

Illinois 


on.  Unfilled  parts  requests,  a  horrify- 
ing 25%  pre-Gunn,  were  cut  to  less 
than  3%. 

Since  1984  the  Transit  Authority 
has  spent  $1  billion  a  year  without 
major  scandal. 

The  new  management  never  forgot 
to  keep  their  public  relations  machine 
well  oiled.  Gunn  threw  open  the  ta's 
doors  to  reporters.  Gunn  and  Kiley 
told  riders  not  to  expect  immediate 
relief — "We  said  it  would  take  five  to 
ten  years,"  Kiley  recalls — and  finance 
man  Miller  warned  that  the  capital 
program  would  mean  more  rider  de- 
lays in  the  short  run. 

Gunn  also  decided  early  to  elimi- 
nate graffiti,  that  symbol  of  subway 
anarchy.  The  ta  had  tried  massive 
painting  campaigns  and  even  put  at- 
tack dogs  in  the  train  yards.  Nothing 
worked.  Dick  Goodlatte,  who  worked 
with  Gunn  in  Boston  before  becoming 
TA  vice  president  for  rapid  transit,  in- 
stead attacked  graffiti  one  train  at  a 
time,  line  by  line.  Markings  were  re- 
moved after  every  round-trip,  demor- 
alizing the  spray-paint  "artists,"  who 
never  got  to  see  their  work.  Victory 
took  years,  but  today  no  car  carries 
graffiti. 

Train     operators     got     schedules 


showing  where  they  were  supposed  to 
be  at  what  time — another  first — and 
this  year  the  ta  plans  to  give  all  its 
subway  workers  wristwatches. 

Slowly,  the  outlook  at  the  authority 
changed.  The  word  "customer"  began 
cropping  up.  Using  the  capital  funds 
raised  by  Ravitch,  Gimn  rebuilt  the 
system  while  running  the  trains  24 
hours  a  day,  seven  days  a  week.  On- 
time  performance  improved  even  as 
60%  of  the  track  was  replaced,  and 
noise  was  reduced  dramatically. 

Gunn's  success  isn't  unalloyed.  Sta- 
tion renovations  are  long  overdue  and 
over  budget.  A  farecard  program  to 
permit  differential  pricing  and  elimi- 
nate farebeaters  is  years  late.  Vandals 
still  plague  the  system. 

Especially  depressing  are  some  of 
the  things  over  which  the  Transit 
Authority's  managers  have  no  con- 
trol. Not  long  ago,  for  example,  a  jury 
ordered  the  ta  to  pay  $13  million  in 
damages  to  a  pair  of  alcoholic  drug 
addicts  who  lived  in  the  subway  sta- 
tions and  burned  themselves  on  the 
electrified  third  rail.  (The  case  is  un- 
der appeal.)  Not  long  after,  the  author- 
ity tried  to  get  the  homeless  out  of 
some  stations  by  removing  the  bench- 
es they  sleep  on.  After  public  outcry, 


the  benches  were  quickly  returned. 

Can  the  improvements  wrought  by 
Gunn  with  the  backing  of  Ravitch  and 
Kiley  be  held?  The  mta  will  try  hard 
to  get  a  new  capital  program  when  the 
current  plan  expires  in  1991,  but  the 
system's  finances  are  still  prone  to 
looting  by  politicians. 

New  York  State  and  City  are  look- 
ing at  multibillion-dollar  deficits  in 
the  coming  years.  Thus,  the  tempta- 
^tion  to  cut  subway  funding  may  be 
strong.  Should  this  happen,  the  sys- 
tem's capital  funds — money  for  cars, 
track  and  other  assets — would  be  at 
greatest  risk.  "We  could,"  warns  Ki- 
ley, "slip  right  back  into  chaos  in  a 
couple  of  years." 

For  Gunn,  the  fight  is  over.  He  re- 
signed Feb.  28,  saying  organizations 
need  periodic  rejuvenation  at  the  top. 
Kiley  says  he'll  leave  soon,  too.  Mean- 
while, TA  headquarters  is  quiet  and 
orderly,  the  floors  clean  enough  to 
film  a  cleanser  commercial. 

What  are  the  lessons  in  this  story 
for  other  managers,  public  and  private 
sector  alike,  facing  difficult  tasks? 
Gunn  sums  it  up  thus:  "We  had  a 
work  force  that  was  absolutely  will- 
ing to  do  the  right  thing.  The  problem 
was  management."   ■ 


No  more  "playing  house" 


TIhe  Coney  Island  car-overhaul  plant  is  a  good  place 
to  see  how  David  Gunn  turned  around  the  New 
York  subways.  In  1983  it  was  bedlam,  its  resources 
squandered  fighting  fires — at  times,  literally — rather 
than  maintaining  trains.  The  shop 
floor  was  grimy  and  chaotic,  and 
the  TA  press  office  needed  union 
permission  before  reporters  could 
visit.  There  were  1,200  employees 
under  395,000  square  feet  of  cov- 
ered space.  A  single  nonunion 
manager  presided. 

"The  union  ran  the  shop,"  says 
Lars  Updale,  who  runs  the  Coney 
Island  and  Upper  Manhattan  yards 
today,  and  who  used  to  be  the  Co- 
ney Island  plant's  union  chairman. 

Back  then,  jobs  were  allocated  by 
seniority.  Updale,  a  skilled  electri- 
cian with  20  years  of  subway  expe- 
rience, regularly  chose  to  be  a 
clerk:  The  pay  was  the  same,  and 
the  job  was  easier.  Other  highly 
skilled  veterans  swept  the  floors. 
Real  work  was  left  to  novices. 

Featherbedding,  with  its  own  apt 
vocabulary,  was  routine,  Updale 
recalls.  "Playing  house"  meant 
putting  two  men  on  a  job  that  took 
only  one.  "Quotas"  referred  to  a 
system  establishing  how  long  each 


Fanner  uniofi  boss  Ixirs  Updale 
Managers  who  manage. 


job  should  take.  Workers  commonly  finished  their 
tasks  early,  and  were  then  permitted  to  loaf.  "Over- 
time" came  in  units  of  four  hours,  even  if  only  30 
minutes  were  actually  worked. 

Gunn  and  his  team  tamed  the 
unions.  Today  the  Coney  Island 
plant  looks  more  like  a  clinic. 
Brightly  lit  and  orderly  even  in  the 
midst  of  a  $96  million  overhaul, 
the  floors  and  walls  are  spotless, 
and  bathrooms  are  cleaned  three 
times  daily. 

There  are  22  nonunion  managers 
now,  20  of  whom  were  previously 
unionized  supervisors.  Their  per- 
formance is  reviewed  twice  a  year, 
and  they're  eligible  for  an  annual 
raise  of  up  to  9%,  based  on  merit. 

The  work  force,  slashed  to  830, 
is  far  more  productive.  Jobs  are 
now  assigned  on  the  basis  of  work- 
er skills.  Overtime  is  paid  only  for 
time  actually  worked.  "Quotas" 
and  all  other  unwritten  work  rules 
were  abolished. 

Without  daily  crises,  mainte- 
nance became  possible.  Now  parts 
are  replaced  before  they  fail. 

"The  key  thing  that  changed  is 
the  management  structure,"  says 
Updale.— D.A. 
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XEROX 


S€une  of  the  best  features  of  our  copiers 
don't  come  In'the  box. 


When  you  buy  a  copier,  don't  forget 
you're  also  buying  a  company. 

And  when  the  name  on  the  box  is 
Xerox,  you  get  a  lot  more  than  a  copier. 
You  get  a  co'mpany  dedicated  to  your 
complete  satisfaction. 

For  example,  only  Xerox  offers  a  three- 
year  warranty  on  all  desktop  copiers 
that  it  makes— that's  12  times  longer 
than  any  other  manufacturer. 

Xerox  also  guarantees  copy  quality. 
So  you  can  be  sure  your  20,000th  copy 
will  be  just  as  good  as  your  first. 

Equally  unique  is  our  guarantee  to 
provide  parts  and  service  for  all  our 


copiers  for  up  to  seven  years. 

Add  to  that  the  fact  that  every  Xerox 
copier  is  backed  by  the  best  supplies 
and  the  best  service  organization  in  the 
business. 

And  that— when  it  comes  to  documents 
—no  company  has  more  experience  than 
Xerox. 

All  of  which  are  just  a  few  of  the 
reasons  that  Xerox  was  recently  honored 
with  the  Malcolm  Baldrige  National 
Quality  Award. 

So  make  your  next  copier  a  Xerox. 
And  get  the  best  features  in  a  copier- 
plus  the  best  features  in  a  company. 


For  information  about  any 
Xerox  copier,  call  1-800 
TEAM-XRX,  Ext.  250A. 
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C  1990  XEROX  is  a  Irademark  of  XEROX  CORPORATION 


Marketing 


Edited  by  Joshua  Levine 


Anyone  who  needs  to  be  convinced  of  the 
public's  desire  to  rub  shoulders — even  sim- 
ulated shoulders — with  celebrities  should^ 
check  out  the  lines  at  Madame  Tussaud's. 

Lifestyles  of 

the  famous 

and  infamous 


men,  villains  and  celebrities  has 
proved  to  be  one  of  the  world's  most 
durable  attractions. 

Today  Madame  Tussaud's,  as  the 
exhibition  she  founded  is  still  known, 
is  thriving  as  never  before.  During  the 
last  three  years  Madame  Tussaud's 
has  pulled  in  more  than  2.5  million 
visitors  annually,  making  it  Britain's 


By  John  Blarcom  Jr. 


IN  1802  Marie  Tussaud,  skilled 
practitioner  of  one  of  the  world's 
weirder  crafts,  got  fed  up  with  the 
messy  postrevolutionary  state  of  her 
native  France  and  left  for  England. 
Smart  lady.  Her  collection  of  eerily 
lifelike  wax  statues  of  royalty,  states- 
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most-visited  paid  tourist  attraction. 
Some  of  the  most  popular  sights  in 
Britain,  like  Westminster  Abbey  and 
the  Changing  of  the  Guard  at  Buck- 
ingham Palace,  are  still  free.  But  the 
fee-charging  competition  includes  a 
formidable  array  of  museums,  monu- 
ments, castles  and  palaces — from  pre- 
historic Stonehenge  to  the  medieval 
keeps  of  the  Tower  of  London. 

Madame  Tussaud's  is  owned  by 
Pearson  Pic,  the  upper-crust  con- 
glomerate whose  other  interests  in- 
clude the  Financial  Times,  the  Econo- 
mist and  Royal  Doulton  china 
(Forbes,  ]an.  25).  Pearson  acquired 
the  venerable  museum  in  1978  for 
£14  million,  and  has  transformed  it 
from  Victorian  relic  into  Disney-era 
entertainment,  with  souvenir  shop, 
cafe  and  audiovisual  wizardry.  At  any 
one  time  300  to  350  wax  figures  are  on 
display,  representing  the  infamous 
and  the  famous,  from  Henry  VIII  and 
Hitler  to  Picasso  and  Marlon  Brando. 
The  enduring  success  of  Madame 
Tussaud's  proves  what  every  smart 
marketing  person  knows:  Ordinary 
people  get  a  tingle  from  being  in  the 
presence  of  celebrities,  even  if  the 
presence  is  simulated,  and  even  if  the 
celebrities  are  those  of  bygone  eras. 
Madame  Tussaud's  is  a  sort  of  three- 
dimensional  version  of  People  Weekly 
or  Entertainment  Tonight.  "The  media 
tend  to  personalize  everything,"  says 
Michael  Herbert,  who  has 
run  the  museum  since  before 
Pearson's  takeover.  "It's 
Thatcher  versus  Gorbachev, 
it's  not  the  issues." 

British  monarchs,  of 
course,  figure  prominently  in 
the  exhibits.  The  Tussaud's 
artists  troop  regularly  to 
Buckingham  Palace  to  take 
new  photographs  and  facial 
measurements  to  update 
their  molds — even  the 
Queen  sits  still  for  this.  So 
docs  Margaret  Thatcher:  The 
current  Thatcher  figure  is 
the  fourth.  The  busy  prime 

l'lioloKr.i|ihs  tn  Kiul  KcMv  N<1«  1  irk  (  .iiil.i.t 


Mi\s  Collins  and  Mrs   Tl.kitcl.Kr 
as  tiny  are  rendered  in  uylx 
Tuaaaud'a     removes     ha»- 
beena,  but  saves  the  moldm. 
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OUR  PHONE 
SYSTEM  HOPED 
THEM  TRUE 
IN  SIZE. 


L.L.  Bean  started  taking  phone  orders  eight  years  ago,  with  a 
Northern  Tfelecom  Meridian  SL-1 PBX.  It  was  the  most  customer- 
friendly  phone  system  they  could  find.  By  instantly  routing  each 
call  to  the  next  available  operator,  it  allowed  L.L.  Bean  folks  to 
spend  more  time  with  customers. 

Tbday  L.L.  Bean  has  hundreds  of  operators,  and  sales  are  up 
300%.  But  they're  still  giving  customers  the  same  personal  service 
with  the  same  Meridian  SL-1  system  (expanded  and  upgraded 
many  times). 

Want  your  business  to  grow  like  that?  Call  1-800-543-9806. 
There's  a  Meridian  SL-1  that'll  fit  your  |a  ^  northern 

business  now  and  for  a  long  time  to  come.       iwV 
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Archbishop  Tutu,  with  his  model;  and 
actor  Dudle}'  Moore  in  wax 
Eachjigure  costs  around  $16,000. 


Paul  ReasOJenv'ork-Coniaa 


minister  has  even  had  her  hands 
molded,  dipping  them  in  a  soft  goo 
that  hardens  around  them  and  from 
which  wax  casts  are  then  made. 

In  a  celebrity-conscious  world,  ar- 
guably the  greatest  accolade  is  to  have 
one's  image  on  display  at  Madame 
Tussaud's.  A  committee  of  six  Tus- 
saud's  managers  meets  monthly  to 
decide  whom  to  invite  to  such  sit- 
tings. Their  deliberations  are  never 
publicly  discussed,  but  the  faceless 
committee — composed  of  such  offi- 
cials as  the  publicity  chief,  the  mar- 
keting head  and  the  heads  of  the  mod- 
eling studios — is  among  the  world's 
top  arbiters  of  status. 

"Our  choice  of  figures  is  much 
more  subtle  than  many  people  ima- 
gine," Herbert  says. 

Tussaud's  is  quick  to  remove  has- 
beens;  Massachusetts  Governor  Mi- 
chael Dukakis  had  the  shortest  tenure 
on  record — he  was  introduced  in  the 
autumn  of  1988  and  removed  within 
four  weeks  of  his  election  defeat.  But 
Tussaud's  always  saves  tlie  molds, 
usually  with  a  sample  head. 

Movie  stars  and  pop  artists  are  cho- 
sen with  a  view  to  their  likely  longev- 


ity, their  global  recognizability  and, 
last,  their  payoff  in  publicity.  Timo- 
thy Dalton,  who  is  currently  playing 
agent  007  in  the  James  Bond  flicks, 
makes  the  grade.  So  do  Michael  Jack- 
son, Roger  Rabbit,  Mr.  T  and  Paul 
(Crocodile  Dundee)  Hogan. 

Once  Madame  Tussaud's  makes 
the  figures  (each  costs  around 
$16,000),  the  media  make  the  fuss. 
Celebrities  dutifully  appear  at  unveil- 
ing ceremonies,  where  invariably 
they  are  photographed  standing  next 
to  their  likenesses.  The  British  press 
seems  to  have  an  endless  appetite  for 
such  photos,  ensuring  that  when 
many  tourists  get  off  the  plane  they 
head  straight  for  Baker  Street  Station 
and  Madame  Tussaud's  front  door. 

They  usually  find  a  line  stretching 
around  the  block.  The  museum,  sur- 
prisingly modest  in  size,  can  comfort- 
ably handle  only  2,000  folks  an  hour. 
In  an  age  when  amusement  parks  tend 
to  be  exhaustingly  monstrous,  there's 
something  to  be  said  for  its  scale.  An 
adult  pays  around  $8,  about  the  price 
of  a  movie  ticket;  Herbert  could 
charge  more,  but  worries  about  scar- 
ing off  the  ordinary  British  tourists 
who  make  up  half  the  crowd.  The 
latest  £16  million  renovations,  which 
will  include  a  Disneylike  ride  through 
the  basement  past  tableaux  telling 
London's  history,  will  add  capacity. 

Last  year  Tussaud's  and  the  related 
attractions  reported  operating  profit 


of  £6  million;  revenues  weren't  dis- 
closed. Poor  attendance  during  a  se- 
ries of  one-day  public  transportation 
strikes  cut  profits  14%  from  1988,  but 
business  has  since  recovered. 

During  slack  periods  the  museum 
advertises,  using  relatively  low-cost 
local  radio  spots  and  subway  posters. 
Recent  radio  spots  use  British  celebri- 
ties to  entice  the  local  consumer.  Tag 
line:  "Madame  Tussaud's.  Come  and 
*^  find  out  who's  in.  And  who's  out." 

What  of  the  leisure-time  competi- 
tion springing  up  in  Europe?  Good  for 
business,  replies  Herbert.  He  expects 
the  1992  arrival  of  Euro-Disneyland 
near  Paris  and  a  possible  mca  Inc. 
studio  tour  outside  London  to  enlarge 
the  potential  market  for  Madame 
Tussaud's  by  drawing  more  tourists 
to  northern  Europe.  Herbert  isn't 
about  to  dilute  the  appeal  of  the  origi- 
nal Tussaud's  by  licensing  other  wax 
museums — although  he  will  use  its 
knowhow  to  develop  other  attrac- 
tions, like  a  Rock  Circus  featuring 
figures  of  pop  stars  that  opened  last 
year  near  London's  Piccadilly  Circus. 

"The  skeptics  said  we'd  be  finished 
when  the  movies  came  in,"  Herbert 
recalls.  "Well,  we  survived  the  mov- 
ies, we  survived  the  talkies,  we  sur- 
vived TV."  As  long  as  there  is  a  supply 
of  rich,  famous  and  infamous  people, 
and  of  ordinary  people  who  want  to 
get  a  little  closer  to  them,  Madame 
Tussaud's  will  be  a  great  business.  ■ 


Mighty  Procter  &  Gamble's  Citrus  Hill 
brand  has  so  far  lost  more  battles  than  it 
has  won  against  Tropicana  and  Minute 
Maid.  But  no  one  is  counting  P&G  out. 

The  orange 
juice  war 


WHEN  Procter  &.  Gamble 
bought  the  processing  and 
packing  facilities  of  legendary 
Florida  orange  grower  Ben  Hill  Griffin 
in  1981,  the  company  planned  to 
wrest  big  chunks  of  market  share 
from  Coca-Cola's  Minute  Maid  and 
Seagram's  Tropicana.  But  p&.g  has  re- 
portedly sunk  as  much  as  $400  mil- 
lion into  its  Citrus  Hill  brand  since 
the  brand  was  introduced  in  1983.  Its 
share  of  the  market  hovers  in  the  10% 


range,  far  below  the  15%  share  it  re- 
portedly needs  to  break  even.  Minute 
Maid  has  23%  of  the  $3  billion  (retail 
sales  for  the  year  ended  in  March) 
orange  juice  market;  Tropicana, 
meanwhile,  has  21%. 

Says  p&c;  spokesman  William  Dob- 
son:  "The  competition  was  a  little  bit 
tougher  than  we  anticipated." 

When  i'&.c  first  bought  out  Ben  Hill 
Griffin,  the  company's  technical  peo- 
ple thought  they'd  be  able  to  score  a 
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coup.  Orange  juice  is  mostly  water, 
making  it  bulky  and  extremely  costly 
to  ship  and  store;  hence  the  attraction 
of  shipping  concentrate  to  regional 
plants  where  water  is  added. 

The  researchers  in  p&.g's  coffee  op- 
eration believed  that  orange  juice 
could  be  freeze-dried,  just  like  instant 
coffee.  But  while  freeze-dried  Citrus 
Hill  tasted  great,  the  equipment  to 
mass-produce  it  never  ran  right.  So 
the  company  retreated  to  frozen  con- 
centrate. The  juice-from-concentrate 
product  "was  never  intended  to  be  our 
final  product.  It  was  considered  a 
'learning'  brand  that  came  out  by  de- 
fault," says  a  former  p&g  executive. 

Despite  spending  an  estimated  $75 
million  in  advertising,  promotions 
and  trade  deals  to  launch  Citrus  Hill 
in  1983,  the  brand  failed  to  take  off.  In 
essence,  p&g  had  launched  a  me-too 
product  against  two  strong  household 
names,  Tropicana  and  Minute  Maid. 
The  market  just  yawned. 

In  1985  Citrus  Hill's  juice  was  re- 
named Citrus  Hill  Select,  after  im- 
proving the  flavor  and  aroma.  Market 
share  did  not  improve. 

In  1987,  at  the  height  of  a  national 
outcry  over  osteoporosis,  a  bone  dis- 
ease resulting  from  calcium  deficien- 
cy. Citrus  Hill  introduced  a  calcium- 
added  product  in  an  attempt  to  win 
customers.  Tropicana  held  back  from 
trying  to  improve  its  product,  a  deci- 
sion that  was  soon  vindicated.  "Our 
research  told  us  very  clearly  that  peo- 
ple don't  want  their  orange  juice  in- 


terfered with  at  all,  even  in  a  good 
way,"  says  Karl  Maggard,  a  senior  vice 
president  of  sales  at  Tropicana.  Calci- 
um-enriched orange  juice  is  still  in 
supermarkets,  but  it  has  only  a  mar- 
ginal niche  in  the  business. 

The  latest  trend  in  orange  juice  is 
away  from  juice  made  from  concen- 
trates and  toward  so-called  "not  from 
concentrate"  chilled  juice.  The  latter 
is  squeezed  in  Florida,  pasteurized 
and  shipped  across  the  country  in  re- 
frigerated steel  cars — a  bulky,  capital- 
intensive  process.  In  the  last  two 
years  sales  of  from-concentrate  juice 
have  crept  up  barely  3%,  while  sales 
of  the  not-from-concentrate  product 
have  increased  15%. 

Tropicana  began  selling  its  Pure 
Premium  brand  of  not-from-concen- 
trate juice  nationwide  in  1988.  Min- 
ute Maid  followed  suit  later  the  same 
year  with  Premium  Choice. 

Procter  &.  Gamble  is  going  its  own 
way.  In  April  p&g  brought  out  Citrus 
Hill  Fresh  Choice,  which  is  juice 
made  from  concentrate.  The  change 
this  time,  says  p&g,  is  that  the  new 
concentrate  comes  from  oranges 
picked  and  processed  in  the  same  day. 

Why  doesn't  p&g  respond  with  a 
not-from-concentrate  juice?  In  a 
word,  money.  The  premium  juice  is 


expensive  to  ship.  Tropicana  and 
Minute  Maid  pass  on  the  higher  costs 
to  the  consumer,  p&g  seems  to  be 
betting  there  will  continue  to  be  a 
market  for  lower-priced  from-concen- 
trate juice,  and  that  in  this  segment 
Citrus  Hill  can  be  a  wirmer. 

In  the  past.  Citrus  Hill's  disappoint- 
ing results  fueled  persistent  rumors 
that  p&G  would  fold  its  tent  and  exit 
the  orange  juice  market.  But  that  is 
not  p&g's  way.  Nor  does  it  comport 
with  some  of  p&g's  recent  spending. 
A  year  ago  Procter  bought  Darien, 
Conn. -based  Sundor  Group,  the  prof- 
itable maker  of  Sunny  Delight  orange 
drink.  Last  January  it  bought  Del 
Monte's  Hawaiian  Punch  brand.  Like- 
ly strategy:  to  expand  into  the  grow- 
ing market  for  fruit  drinks,  rather 
than  focus  only  on  orange  juice.  A 
P&iG  spokesperson  says  the  company 
"is  satisfied  with  increases  in  sales 
volume  and  market  share." 

Citrus  Hill's  competitors  certainly 
aren't  counting  mighty  Procter  out. 
After  all,  Procter  has  a  formidable  rec- 
ord turning  around  brands  like  Prin- 
gle's  potato  chips  in  this  country,  and 
Pampers  disposable  diapers  in  japan. 
"I  worry  more  about  Procter  than  I  do 
about  Minute  Maid,"  says  one  Tropi- 
cana top  marketing  executive. 

In  short,  while  Procter  &  Gamble 
has  obviously  lost  a  lot  of  battles  in 
the  orange  juice  war,  the  war  itself 
isn't  over. — J.L. 
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^^E  CATV  CHIAIVGE  THE  FUTU^RE. 

It's  a  pretty  big  claim.  Even  for  an  insurance  company.  But,  together,  we  can  rewrite  the  future  now, 
today,  with  a  well  planned  and  applied  loss  control  program. 

At  Atlantic  Mutual  its  no  coincidence  that  the  kind  of  people  we  insure  feel  as  strongly  about  loss  con- 
trol as  we  do.  Careful  and  conscientious  themselves,  they  know  we'll  gioup  them  with  other  like-minded  cus- 
tomers. And  share  the  financial  rewards  that  come  with  it:  lowered  premiums  and  the  potential  for  dividends. 

It's  a  better  way  to  insure.  And  everyone  i^enefits. 

Talk  with  your  agent  or  broker  about  us  soon.  And  start  planning  for  a  better  future. 
Atlantic  Mutual  Insurance  Company,  45  WaU  Street,  New  York,  NY  10005.   =^  AtlailticMutUal 


IT  KA^^iTS  TO  BE  C.^FtEFUTL. 


Computers/ 
Communications 


If  an  expert  tells  you  that  spies  could  eaves- 
drop on  your  computer,  the  expert  is  (a), 
theoretically  right  and  (b)  probably  trying 
to  sell  you  something. 

Is  someone 

listening  to 

your  computer? 


By  Kathleen  K.  Winner 

T|he  technology  of  telephone 
tapping  is  fairly  old,  and  minia- 
ture FM  transmitters  make  room 
bugs  very  hard  to  spot.  Now  comes  a 
new  security  threat:  wireless  tapping 
of  computers,  from  a  few  hundred 
yards  away.  A  guy  could  be  sitting  in  a 
parking  lot  outside  your  company's 
windows,  picking  up  bank  transac- 
tions, legal  documents,  new  automo- 
bile designs,  drug  formulas  or  next 
spring's  fashions  off  the  screens  of 
computers. 

Everyone  has  had  the  experience  of 
driving  under  high-power  lines  and 
listening  to  the  static  interference  on 
the  car  radio.  Well,  in  a  way,  the  same 
principle  is  at  work  in  computers.  Ev- 
ery electronic  device  radiates  electro- 
magnetic waves  created  by  small 
changes  in  current  and  voltage.  These 
signals,  it  turns  out,  provide  a  perfect 
way  for  eavesdroppers  to  tap  into  your 
computer  screen  or  see  what  is  being 
printed  out  on  your  printer.  Experts 
agree  that  a  technician  reasonably 
skilled  in  radio  frequencies  can,  with 
a  few  thousand  dollars'  worth  of 
equipment  from  Radio  Shack,  inter- 
cept and  capture  information  from  a 
personal  computer  up  to  one  mile 
away,  depending  on  the  sophistica- 
tion of  the  system  he  puts  together. 

That,  at  any  rate,  is  the  story  told  by 
various  security  experts — experts 
who  just  happen  to  be  in  a  position  to 
sell  either  protective  devices  or  advice 
about  how  to  minimize  the  risks.  The 


experts  have  so  far  succeeded  in 
frightening  the  U.S.  government  into 
expensive  countermeasures.  The  gov- 
ernment intelligence  agencies  and 
branches  of  the  U.S.  military,  among 
others,  protect  their  computing  gear 
under  a  National  Security  Agency 
program  to  silence  the  electromagnet- 
ic noise  coming  from  computers  and 
computer  peripherals.  The  program  is 
code-named  Tempest,  an  acronym  for 
Transient  Electromagnetic  Pulse  Em- 
anation Standard. 

But  is  it  really  that  easy  to  make 
these  listening  devices  work?  What  if 
the  high  priests  of  electronics  are  ex- 
orcising demons  that  aren't  there? 
Mitek  Systems,  an  $18  million  (1989 
revenues)  San  Diego,  Calif,  company, 
is  in  the  business  of  taking  such 
things  as  Hewlett-Packard  laser  print- 
ers and  Apple  Macintosh  computers 
and  modifying  them  to  meet  Tempest 
standards.  Mitek  can  put  on  a  nice 
show  for  visiting  Wall  Street  analysts 
or  reporters.  A  message  being  typed 
on  a  computer  mysteriously  appears 
on  the  screen  of  an  eavesdropping  ma- 
chine 50  to  100  yards  away.  There 
have  also  been  some  real-life  demon- 
strations. Wim  van  Eck,  a  Dutch  engi- 
neer, made  a  name  for  himself  in  the 
mid-1980s  by  sticking  a  listening  de- 
vice outside  the  Amsterdam  Postal, 
Telegram  &.  Telegraph  office  and  tap- 
ping into  its  computers.  (Van  Eck  is 
said  to  have  gone  on  to  do  a  nice 
business  lecturing  on  his  security 
breach.) 

The  scare  stories  arc  also  lent  some 


credence  by  the  visible  success  of 
hackers  in  other  fields  of  endeavor, 
such  as  spreading  viruses  and  entering 
computer  telephone  networks.  One 
guidebook  for  hackers,  which  refers 
specifically  to  "Van  Eck  listeners," 
goes  so  far  as  to  outline  some  of  the 
benefits  that  can  be  derived  from 
snooping  on  corporate  computers — 
obtaining  client  lists,  access  codes, 
passwords,  personal  information  and 
so  on.  The  law  hasn't  yet  caught  up 
with  any  electromagnetic  computer 
tappers.  Although  court  cases  deahng 
with  eavesdropping  on  cellular  phone 
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Mitek  Systems  Chief  Executive  Phillip  Thomas  with  eavesdropping  antennas 

Are  the  high  priests  of  electronics  exorcising  demons  that  aren't  there? 

broadcasts  and  satellite  tv  signals 
may  be  relevant  precedents  for  com- 
puter tappers,  it  is  imclear  at  present 
to  what  extent  this  computer  tapping 
violates  any  state  or  federal  law. 

Having  sold  about  as  much  as  they 
can  to  the  government,  security  ex- 
perts are  now  targeting  business  com- 
puter users.  "Forms  of  Tempest  will 
become  available  and  widely  used  in 
the  commercial  world  during  this  de- 
cade as  industrial  espionage  becomes 
vmderstood,"  says  Sanford  Sherizen, 
president  of  Data  Security  Systems, 
Inc.,  a  Natick,  Mass.-based  informa- 


tion security  consulting  outfit. 

Fight  now  all  of  Mitek's  business, 
in  some  form  or  other,  is  with  govern- 
ment agencies.  But  the  budget  crunch 
may  cause  the  National  Security 
Agency  to  cut  back  on  some  Tempest 
equipment,  which  can  cost  50%  to 
75%  more  than  the  original  unpro- 
tected stuff.  For  the  second  quarter 
ended  Mar.  31,  Mitek's  revenues 
dropped  23%,  while  net  income  fell 
from  $265,000  to  $62,000. 

Not  surprisingly,  Mitek's  chief  ex- 
ecutive, Phillip  Thomas,  wants  corpo- 
rations to  start  worrying  about  elec- 


tromagnetic leaks  as  much  as  the 
Central  Intelligence  Agency  does.  His 
pitch:  A  company's  design  center  or 
mergers  and  acquisitions  department 
is  as  tempting  an  espionage  target  as 
the  U.S.  Embassy  in  Moscow. 

Following  the  recent  acquisition  of 
another  Tempest  firm,  Mitek  became 
the  largest  independent  factor  in  the 
$350  million  Tempest  business,  with 
10%  of  the  market.  Mitek  engineers 
literally  take  an  Apple  Mac  apart.  The 
circuit  boards — whose  electronic 
chips  radiate  signals — are  shielded  in 
metal  boxes.  Special  connectors  and 
shielded  cables  minimize  emissions. 
Plastic  housings,  a  variety  of  foils, 
tapes  and  absorbers  as  well  as  conduc- 
tive composites  are  all  used  to  block 
signals. 

How  else  does  a  security-conscious 
company  protect  the  corporate  jewels 
from  eavesdroppers?  There  are  some 
suggested  tricks.  If  computers  are 
grouped  closely  together,  their  radia- 
tions make  a  babble  that  is  more  diffi- 
cult to  decipher.  Telephone  lines,  the 
structural  steel  of  the  building,  or  any 
other  source  of  interference  can  pre- 
vent the  listener  from  getting  a  clear 
picture,  so  experts  suggest  putting 
sensitive  computers  in  the  middle  of 
the  building.  Laser  printers  are  harder 
to  listen  to  than  older  daisy- wheel  and 
dot-matrix  printers. 

If  you  have  a  whole  roomful  of  com- 
puters that  need  protecting,  and 
you're  willing  to  spend  big  money, 
you  can  build  what  is  known  as  a 
Faraday  cage  around  the  room  (after 
English  scientist  Michael  Faraday, 
who  discovered  the  principle  of  elec- 
tromagnetic induction).  This  is  a  gi- 
ant version  of  what  Mitek  wraps 
around  a  computer  part. 

How  many  corporations  are  in  fact 
spending  all  this  money  to  shield 
their  data?  Computer  makers  like 
IBM,  Digital  Equipment  and  Wang 
have  significant  federal  sales  and 
hence  are  already  making  their  own 
Tempest-rated  equipment.  But  they 
don't  want  to  talk  about  whether  they 
have  business  customers  for  these 
models.  "Any  customc  who  asked  us 
to  do  Tempest  work  for  them  would 
not  want  us  to  talk  about  it,  because  it 
would  say  to  the  world  it  had  some- 
thing worth  stealing,"  says  the  securi- 
ty director  of  one  computer  company. 

Put  it  this  way:  The  risk  is  scientifi- 
cally demonstrable,  the  risk  can  be 
eliminated  for  a  price,  but  the  risk 
may  be  small  in  the  grand  scale  of 
things.  If  your  competitor  wants  your 
customer  list  really  badly,  will  he  hire 
some  thugs  to  park  a  suspicious-look- 
ing van  in  your  parking  lot?  Or  will  he 
just  hire  away  your  top  producer?    ■ 


FORBES,  MAY  28,  1990 


343 


Once  a  bright  light  in  the  personal  comput- 
er indiAStry,  Kaypro  let  family  problems  get 
in  the  way  of  business.  As  a  result,  it  made 
just  about  every  mistake  in  the  book 

''We  had  a 
communication 


problem" 


Comp/Comm 


By  Julie  PitU 

IMAGINE  that  you  are  going  back  in 
time  to  1984,  when  technology 
stocks  were  hot,  and  you  come 
across  a  particularly  glamorous  stock 
with  this  story  to  go  with  it.  The 
company  is  a  pioneer  in  the  manufac- 
turing of  personal  computers,  and  was 
one  of  the  first  to  give  away  software 
with  its  machines.  The  California 
headquarters  is  near  the  ocean,  and 
the  hip  managers  sometimes  hold 
meetings  in  the  surf.  Sales  have 
zoomed  from  $5  million  to  $120  mil- 
hon  in  just  two  years.  The  founder  is  a 
brilliant  engineer  with  progressive 
ideas  about  how  to  motivate  his 
workers.  The  press  treats  him  to  lau- 
datory reviews  featuring  his  family — 
he's  got  his  father,  two  sons,  wife  and 
brother  working  at  the  company. 

That  story  describes  Kaypro  Corp., 
and  Wall  Street  so  loved  the  story  that 
it  put  a  market  valuation  of  $382.6 
million  on  the  company.  Kaypro  is 
now  bankrupt,  its  market  valuation 
$2.3  million.  The  story  of  how  and 
why  Kaypro  failed  is  an  instructive 
one,  not  only  for  managers,  but  also 
for  investors  in  glamour  stocks. 

One  of  the  warning  signs  was  that 
profits  were  always  elusive.  Investors 
valued  the  company  at  up  to  five 
times  sales,  ignoring  the  fact  that  the 
company  enjoyed  only  two  profitable 
years  of  its  nine  in  the  pc  business. 
Since  1986,  when  Kaypro  last  made 
money,  losses  have  piled  up  to  the 
tune  of  $41  million. 

What  did  in  this  once  promismg 
computer  maker?  Some  analysts 
blame  nepotism — "too  many  Kays 
and  not  enough  pros" — but  that's 
only  part  of  the  answer.  The  truth  is, 
the  bizarre  dynamics  of  the  Kay  fam- 
ily kept  the  company  from  focusing 
on  its  main  business. 

Kaypro  began  its  life  in  1953  as 
Non-Linear  Systems.  It  was  founded 
by  Andrew  Kay,  now  71,  a  brilliant,  if 
highly  eccentric,  general  sciences 
graduate  of  mit.  Kay  mvented  the  dig- 
ital voltmeter  and  started  Non-Linear 
to  market  the  device  to  the  aerospace 
industry.  Kay  grew  up  m  Clifton,  N.J. 
but  moved  to  southern  Cahfomia  m 
1947  to  run  his  profitable  little  busi- 
ness in  electronic  test  and  measure- 
ment equipment. 

When  personal  computers  appeared 
in  the  late  1970s,  Kay  became  fasci- 
nated by  them  and  decided  to  build 
his  own.  In  the  frontier  days  of  the 
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Robert  was  sold  on  Hewlett-Packard 
PCs  v^iiile  he  was  still  in  college. 


He  was  studying  engineering  and 
contends  an  HP  calculator  was  the 
secret  to  his  success.  Since  then, 
HP  LaserJet  printers  have  been  a 
big  help  to  his  growing  company. 
So  when  he  found  he  could  get 
Hewlett-Packard  reliability  in  a 
network  of.personal  computers, 
Robert  decided  to  stay  with  a 
sure  thing. 

With  Intel  286, 386,  and  486'"- 
based  models,  HP's  line  of  Vectra 


personal  computers  suits  a  range  of 
business  needs.  Expansion  is 
easily  accommodated  with  up  to 
8  accessory  slots,  1.3  gigabytes  of 
hard  disk  storage,  and  64  Mbytes 
ofRAM. 

Beyond  this,  HFs  adherence  to 
industry  standards  ensures  com- 
patibility Now,  and  into  the  fiiture. 

But  the  most  important  feature 
is  Hewlett-Packard  quality  This, 


along  with  HP's  network  of 
authorized  dealers,  gives  you 
all  the  assurance  you  need.  Fbr 
the  dealer  nearest  you,  call 
1-800-752-0900,  Ext.  687B 

There  is  a  better  way 


i^ 


HEWLETT 
PACKARD 


Comp/Comm 


early  1980s,  the  Kaypro  2  became  an 
overnight  hit.  The  rugged  little  ma- 
chine was  inexpensive  and  reliable. 

In  an  industry  that  celebrates  the 
unconventional,  Kaypro  earned  a  rep- 
utation for  eccentricity.  Headquarters 
resembled  a  California  grade  school  in 
a  tiny  suburb  of  San  Diego,  only  a 
mile  from  the  beach.  Kay  favored  the 
building  because  it  created  a  healthy 
environment,  allovi^ing  ocean  breezes 
and  natural  simlight  to  filter  into  the 
offices. 

A  number  of  Kaypro's  employees 
w^ere  avid  surfers  and  they  conducted 
staff  meetings  in  the  ocean.  "I 
wouldn't  say  the  company  was  run 
from  the  water,  but  we  got  a  lot  done 
in  those  meetings,"  says  one  former 
manager.  "We'd  talk  when  we  were 
sitting  on  boards  waiting  for  a  wave." 
Kaypro  offered  employees  a  free 
health  bar  with  fresh-squeezed  carrot, 
orange  and  apple  juices. 

To  manage  all  the  growth,  Kay 
turned  to  his  own  family.  The  critical 
role  of  marketing  vice  president  went 
to  son  David,  now  44,  who  spent  the 
1960s  dropping  in  and  out  of  schools 
before  getting  a  math  degree  from  the 
University  of  California  at  San  Diego. 
His  qualifications  included  spending 
time  surfing  in  Hawaii  and  selling 
windmills.  Other  family  members  on 
the  payroll  included  Andrew  Kay's  el- 
dest son,  Allan,  46,  who  was  given  the 
fancy  title  of  vice  president  of  admin- 
istration; his  wife,  Mary,  71,  who  was 
Kaypro's  secretary;  brother  Stephen, 
69,  who  still  runs  the  firm's  print 
shop;  and  father  Frank,  94,  who  looks 
after  maintenance. 

But  family  squabbles  frequently  got 
in  the  way  of  business.  For  example, 
marketing  man  David  Kay  found  it 
impossible  to  rein  in  his  overoptimis- 
tic  father  and  cut  back  on  inventories. 
In  1984  Kaypro  had  millions  of  dol- 
lars' worth  of  parts  it  couldn't  use,  so 
the  Kays  erected  a  circus  tent  to  serve 
as  a  makeshift  warehouse  to  accom- 
modate the  glut.  But  the  tent  was 
virtually  impossible  to  guard,  and  sev- 
eral millions'  worth  of  components 
disappeared  that  year. 

Even  though  Kaypro  had  enough 
parts  to  build  six  months'  worth  of 
computers — most  computer  compa- 
nies today  rarely  keep  more  than  half 
that  on  hand — Andrew  Kay  kept  on 
buying  more  parts.  David  stopped  ar- 
guing and  went  into  action.  He  moved 
his  desk  to  the  loading  dock  and  sent 
truck  drivers  away  before  they  could 


John  Livze>'  Outline 


Fortner  Kaypro  President  David  Kay  overlooking  the  Pacific  Ocean 

"My  questions  seemed  like  thretUs.  We  weren't  getting  along  at  all. 


unload  their  shipments. 

Kaypro  was  so  busv  coping  with  its 
frenzied  operations  that  there  was  no 
time  for  planning.  As  a  result,  the 
company  failed  to  recognize  the  need 
to  introduce  a  computer  that  was 
compatible  with  ibm's  popular  PC 
family.  When  Kaypro  woke  up  in  1985 
and  brought  out  a  competitive  ibm 
clone,  it  was  too  late.  The  Kaypro 
portable  was  designed  around  an  ob- 
solete operating  system  called  cp/m. 

The  squabbling  between  father  and 
son  increased.  David  Kay  was  named 
president  in  1985,  but  his  father  re- 
mained very  much  in  charge.  "I  was 
the  president,  but  it  was  strictly  a 
title,"  David  Kay  acknowledges  to- 
day. Andrew  Kay  had  been  an  authori- 
tarian father.  When  David  was  an  ado- 
lescent, he  was  discouraged  from  lis- 
tening to  rock  'n'  roll  and  was 
constantly  pushed  to  improve  his  vo- 
cabulary after  an  aptitude  test  pointed 
up  this  weakness.  Andrew  Kay  is  still 
obsessed  with  vocabulary  improve- 
ment schemes  that  his  company 
might  market  someday. 

It  seemed  as  if  every  decision 
turned  into  a  fight  between  the  two 
men.  Andrew  Kay  thought  that  sales 
were  slowing  because  computers 
shipped  from  headquarters  took  too 
long  to  reach  Kaypro's  dealers.  To 
shorten  the  distance  to  dealers,  An- 
drew wanted  to  open  warehouses 
around  the  country.  David  fought  the 


concept,  but  his  father  wouldn't  lis- 
ten until  it  was  tried  and  failed. 

As  the  situation  became  more  des- 
perate, the  old  man's  ideas  became 
goofier.  He  wanted  to  augment  deal- 
ers with  Kaypro-owned  retail  stores 
and  a  direct  sales  force,  both  costly 
solutions  the  company  couldn't  af- 
ford. He  doubled  Kaypro's  sales  force, 
to  42,  in  1987.  He  hired  mostly  mem- 
bers of  the  Church  of  Latter  Day 
Saints  recruited  by  elder  son  Allan, 
who  earlier  had  left  the  Unitarian 
Church  to  become  a  Mormon.  When 
David  asked  his  father  to  explain,  he'd 
say,  "You  can  trust  the  Mormons. 
Howard  Hughes  did  it." 

"We  had  a  communication  prob- 
lem," says  Andrew  Kay,  who  has  seen 
most  of  his  centimillion-dollar  paper 
fortune  vanish  and  who  is  the  largest 
unsecured  creditor  in  Kaypro's  Chap- 
ter 11  proceeding.  "I  used  to  talk  to 
David  a  lot  when  he  was  young.  But 
when  we  worked  together,  he  didn't 
talk  to  me.  To  him,  my  questions 
seemed  like  threats.  We  weren't  get- 
ting along  at  all." 

David  Kay  sees  things  differently. 
"I  had  no  control  over  what  was  hap- 
pening," he  says.  At  the  end  of  1988, 
David  Kay  quit  the  company  to  be- 
come a  consultant. 

In  March  the  Kays  brought  in  an 
outsider  to  handle  the  turnaround, 
but  there  isn't  much  left  to  turn 
around.  David  quit  a  marketing  job  at 
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ADD  A  WHOLE  NEW  DIMENSION 
TO  YOUR  NEXT  DOG  AND  PONY  SHOW. 


Make  your  presentation  as 
dazzling  as  your  ideas.  Your  report 
as  convincing  as  your  research. 
Your  pitch  as  hot  as  your  product. 
With  Harvard  Graphics*  presen- 
tation software  from  Software 
Publishing  Corporation,  it's  as 
good  as  done.  And  it  couldn't  be 
any  simpler. 

Just  pick  a  chart  style  from  the 
menu,  enler  your  data,  and  get 
an  instant  text  chart  or  graph. 


^ 

Harvard^ 

(i   R    \   1'  11   1  t    S 

1 

r  . 

SK__.              .j 

For  your  free 
Harvard  Graphics 

trial  disk,  call 
1-800-345-2888, 

operator  53. 
In  Canada,  call 
1-416-566-0566. 


SR 


SOFTWARE 
V^PUBLISHING 


Customizing  is  easy  too.  Change 
a  color  here,  add  3-D  there,  draw 
a  logo  anywhere. 

You  can  create— and  spell- 
check— an  entire  prejentation  in 
a  matter  of  minutes.  Find  out  for 
yourself  just  how  easy  it  is.  And 
just  how  good  you  can  look.  Call 
for  your  free  demo  disk.  You'll  see 
why  Harvard  Graphics  is  the 
best-selling  business  graphics 
package  on  the  market. 


«.  1990  Software  Publishing  Corporation.  1901  Landings  Drive.  Mountain  View.  CA  94039-7210.  Harvard  Graphics  is  a  registered  trademark  of  Software  Publishing  Corporation. 
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nsuinnTToropvTHis, 


To  ensure  life,  liberty  and  the  pursuit  of 
happiness  in  your  office,  we'd  like  to  propose  a 
system  that's  guaranteed  to  work.  The  Lanier 
copier  system.  Lanier  copiers  are  guaranteed  to 
be  up  and  running  98%  of  the  time.  You  get  a 
loaner  for  the  times  it's  not 


^  HIAIRRIS 


And  you  get  a  24-hour  toll-free  Hot  Line 
for  any  questions  you  have.  So  for  more 
productivity,  call  1-800-852-2679.  And 

make  a  declaration  that  you  want  the  very 
best  copier  system  in  the  USA.  Lanier. 


LAMiER 

COPYING      SYSTEMS 


Some  restridiont  apply.  See  your  local  Lanier  copier  repretentolive  for  full  details. 


Bluebird  Systems,  a  small  San  Diego- 
area  software  company  where  he  had 
worked  for  a  month,  at  about  the 


same  time  to  advise  his  father.  He 
now  spends  much  of  his  time  trying 
to  convince  lenders  that  Kaypro  has  a 
future.  "I  feel  obligated  to  do  what  I 
can  to  bring  it  back,"  he  says. 

Its  parking  lot  is  empty  and  the 
offices  are  like  a  ghost  town,  but  Kay- 
pro's  founder  remains  an  optimist. 


Andrew  Kay  says:  "The  seas  will  be 
calmer,  the  holes  will  be  plugged,  and 
it  will  be  full  steam  ahead."  This  is 
quite  an  idealist  and  quite  an  idea 
man.  But  investors  are  better  off  with 
a  manager  whose  feet  are  firmly  on 
the  ground. 


Random  Access 


Commentary  by  Esther  Dyson 


THE  ORCHESTRA  GETS  A  CONDUCTOR 


Rhapsody,  the  office  automation 
software  from  American  Telephone 
&.  Telegraph,  has  attracted  almost 
no  notice.  Press  and  commentators 
are  dismissing  it  as  the  same  old 
stuff — as  just  another  arrangement 
of  personal  productivity  tools  with 
a  graphical  user  interface,  or  as  a 
feeble  attempt  to  compete  with 
IBM's  Off  ice  Vision  or  Digital  Equip- 
ment Corp.'s  All-in- 1. 

The  naysayers  are  missing  the 
point.  AT&.T  is  a  vendor  of  stan- 
dards— don't  forget  that  it  devel- 
oped the  Unix  operating  system — 
and  this  time  it  is  offering  some- 
thing so  new  that  most  people  don't 
even  understand  it.  No,  it's  not  the 
same  old  stuff,  which  is  precisely 
why  it  might  be  hard  to  sell.  But 
this  product  is  worth  a  selling  effort, 
and  worth  customers'  efforts  to 
comprehend  it.  It  could  set  some 
new  standards. 

AT&.T  quite  appropriately  calls 
Rhapsody  a  "business  orchestra- 
tion" system.  It  aims  to  speed  up- 
not  the  solo  worker,  but  groups  of 
workers.  In  fact,  it  takes  the  person- 
al tools  for  granted:  at&t  has  sensi- 
bly and  modestly  decided  to  let  cus- 
tomers continue  to  use  their  own 
familiar  1-2-3,  Excel,  WordPerfect 
and  other  bestselling  PC  packages. 
Rather,  with  Rhapsody,  at&t  is 
providing  the  tools  to  surround 
them,  so  that  the  individual  efforts 
can  be  coordinated  and  integrated  to 
improve  group  productivity. 

As  almost  any  PC  coordinator  will 
tell  you,  personal  computers  have 
improved  individual  productivity, 
but  it  still  takes  the  same  days  and 
weeks  to  get  anything  done.  Work 
has  to  go  through  approval  cycles, 
people  have  to  arrange  and  attend 

Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1.0. 


meetings,  news  and  policies  have  to 
be  disseminated.  Somehow  the 
benefits  of  automation  seem  to  be 
restricted  to  individual  desks,  or  to 
the  sort  of  heavy-duty  data  process- 
ing used  in  something  like  payroll 
or  inventory  management.  Automa- 
tion hasn't  helped  managers  and 
groups  the  way  it  has  helped  cleri- 
cals and  analysts. 

This  is  what  makes  Rhapsody  so 
intriguing,  at&t  does  not  have  the 
computer-community  credibility  of 
many  smaller  companies,  but  it's 
well  known  (to  say  the  least)  in  the 
world  at  large.  And  in  a  world  mov- 
ing toward  electronic  communica- 
■  tions,  AT&.T  has  unique  credibility. 
From  faxes  to  electronic  mail,  at&.t 
has  the  facilities  to  make  its  perfor- 
mance superior  and  its  claims  more 
credible  than  those  of  competitors. 

Groupware  is  the  vision  that 
takes  Rhapsody  beyond  what  every- 
one and  his  brother  are  announcing, 
with  minor  variations  in  the  level  of 
integration  and  completeness. 
Rhapsody's  parts  aren't  just  con- 
nected physically;  they're  connect- 
ed logically.  Both  people  and  appli- 
cations are  actually  able  to  talk  to 
one  another. 

Groupware  coordinates;  it  doesn't 
perform  the  work.  Generally,  it 
simply  sends  the  work  to  people  and 
helps  deliver  it  on  down  the  line  to 
whoever  needs  it  next.  The  work 
content  remains  the  province  of  in- 
dividuals, and  of  traditional  desktop 
computer  productivity  tools.  Yet,  in 


the  final  analysis,  coordination  is 
much  of  the  work. 

Typical  tasks  might  include  as- 
sembling data  from  databases  or 
files  for  review  by  different  users, 
querying  users  through  electronic 
messages,  tracking  the  status  of  a 
project  and  flagging  missed  dead- 
lines. The  software  can  even  create 
or  reroute  the  work  depending  on 
specified  events  or  data.  For  exam- 
ple, if  the  result  of  the  calculation  in 
the  "total  revenues"  cell  of  Juan's 
spreadsheet  is  less  than  $40,000,  in- 
sert that  value  in  the  "monitor" 
boilerplate  letter  and  send  the  letter 
to  Alice.  Or  if  a  loan  application  is 
received  during  the  week  of  May  1, 
when  Fred  is  on  vacation,  route  it 
to  Henry. 

The  point  is  to  make  the  ad  hoc 
routine,  and  to  provide  enough 
modular  activities  to  perform  al- 
most any  business  function,  routine 
or  not.  (A  "modular"  program  is  a 
computational  recipe  that  can  be 
handed  around  and  used  by  a  lot  of 
different  programs  or  users.  It  is 
akin  to  what  programmers  call  a 
"subroutine.")  Rhapsody  manages 
the  process.  A  particular  meeting 
and  its  agenda  may  be  ad  hoc  and 
unique,  but  the  process  of  setting  it 
up  is  routine.  The  details  may  be 
different  each  time — different  items 
go  to  different  people,  for  example, 
and  different  results  cause  different 
things  to  happen — but  the  system 
itself  is  relatively  fixed.  Consider  it 
a  network  of  both  mass  transit  (car- 
rying data  for  repetitive  tasks)  and 
individual  cars  (ferrying  ad  hoc  E- 
mail  traffic  along  regular  routes,  but 
with  no  fixed  schedule). 

The  purpose  of  Rhapsody  is  not 
merely  to  provide  new  instruments, 
but  to  add  a  conductor  to  turn  a 
ragtag  group  of  jazz  players  into  an 
ensemble.  ■ 
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A  Forbes  Special  Report  to  Management 
Prepared  by  f-kip 

YankeeGroup 


SPEED  TO  MARKET 


Speed  is  the  essence  of  war. 

Sun  Tsu 


Background 

The  Yankee  Group,  a  worldwide  tech- 
nology consulting  and  nnarket  analysis 
firm,  is  retained  by  its  end-user  clients 
to  provide  insights  into  ways  to  use 
technology  to  build  a  sustainable  com- 


The  firm's  response  often  focuses 
neither  on  using  computers,  communi- 
cations technology  and  factory  auto- 
mation to  control  costs  better  nor  on 
how  technology  can  allow  companies 
to  become  the  lowest  cost  manufactur- 
er. Rather,  the  Yankee  Group's  focus  is 
on  speed:  Speed  in  engineering,  in 
production,  in  sales  response,  in  cus- 
tomer service. 

Howard  M.  Anderson,  founder  and 
managing  director  of  the  Yankee 
Group,  is  a  strong  proponent  of  the 
necessity  of  building  "Speed  to  Mar- 
ket" as  the  bulwark  and  primary  weap- 
on of  corporate  strategy. 

His  view  is  that  most  companies  are 
spending  their  information  system  dol- 
lars on  the  wrong  benefit  and  that  inter- 
nal information  systems  should  have 
only  one  primary  goal:  to  allow  a  corpo- 
ration to  outperform  its  competition — in 
product  development,  customer  ser- 
vice, and  delivering  enhanced  quality 
sooner. 

The  following  special  report  to  man- 
agement presents  Howard  Anderson's 
answers  and  insights  into  the  key  ques- 
tions and  issues  managers  face  in  de- 
veloping "Speed  to  Market"  strategies. 


The  most  deadly  industrial  waste. 


Time.     ^ 

When  deftly  managed,  it  can  be  the 
ultimate  competitive  weapon.  When 
squandered,  it  can  be  fatal. 

In  the  90's,  many  companies  will  find 
out  that  slow  response  to  changing  cus- 
tomer demands  will  make  them  easy  prey 
to  quicker,  more  nimble  competitors. 

The  ones  that  thrive  will  be  those  who 
employ  what  Andersen  Consulting  calls 

©  1990  Andersen  Consulting 


Time  Compression  Management. 
They  will  streamline  their  entire 
enterprise,  from  the  first  glimmer  of 
customer  need  through  product 
delivery,  compressing  each  stage  to 
its  minimum  time.  They  will  re-think 
the  ways  in  which  information 
technology  and  operations  interact, 
eliminating  any  activity  that  adds 
time  and  cost  without  adding  value. 


Above  all,  they  will  take  these 
steps  before  their  competitors  do. 
So  call  Bill  Darnton  at  1-800-541-7512. 
There's  no  time  to  waste. 


Andersen 
Consulting 


ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here: 


Before  Roadways  trucks  make  deliveries  across  the  country,  their  computers  do.  With  a  Networked 
deliver  loads  of  information  to  customers  in  seconds.  And  stay  on  top  of  the  trucking  business.  Call 
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fiNSTITUTE.  BOISE,  IDAHO.  6/iO,  FREIGHT  CLASS  21. 500  LBS.;  ACME  MANUFACTURINO,  NEW  ORLEANS.  LA,  S.'21 .  100  CARTONS.  F 

3/ 18.  10  BOXKS,  FREIGHT  CLASS  75.  900  LBS.;  SMITH  ASS0CLATE3.  CHICAGO,  IL,  5/15, 7  DRUMS,  FRiiJ  G  HT  CLASS  85  378  LBS,;  NELi 

r'7.5,  889  LBS.;  BOYKO  (CONSTRUCTION,  LA.  CA,  8/19,  66  CRATES,  FREIGHT  CLASS  440,  1700  LBS.;  FUL!  SR  9  SEILER  MARKETING 

THIRD  AVENUE  Bai'i  LING.  PHILADELPHIA.  1  A.  4'29. 800  DRUMS.  FREIGHT  CLASS  88.  QOO  LBS.;  KLEIK  AUD  SONS  SUPPLIES.  BOS 

ICKELDEN'SNURfSERIES.  HARTFORD,  CONN.  5  24.75CART0NS-PERISHABJ  J,  FREIGHTCLASS  83, 1300  LBS.;  WITI  BROTHERS  PUB 

:.BS  .  HAMILION  ff  MATHER  ADVERTISING  INC.,  BKENHAM   TX,  25    CARTONS,  FREIGHT  CLASS  76,  400  LBS.;  KELLEY  MAlJTJFAi 

DRUMS,  FREIGHT  CLASS  70,  1500  LBS.;  SUPERST0R3S  NOI     A  AMFI-  iCA,  CllICAGO.  IL.  4  02,  1200  CAFTOMS,  FREIGHT  CLASS  23 

''REIGHT  CLASS  45,  ^44  LBS.;  COHEN  fif  PARTNERS.  SYRACI     i,  NY,  E.^io,  680  Dl-vUMS.  FREIGHT  CLASS  ISO,  <:00  LBS.;  TGI?"  PRODUCF 

:.BS.;  SIMPSON  TECH  NKAL  INSTITUTE,  BOISE  IDAHO,  6/10  iREIGHT  CLASS  21    iOOLBS.;  ACfvIE  MANUFACTURING,  NE^/v  ORLEANS, 

Lumber.  Syracuse,  ny.  g/i8,  lo  boxes,  freight  class  7i,  900  lbs.;  smith  associates,  chicago.  jl.  5  1.5, 7  drums,  itieight  ( 

^OXES.  FREIGHTCLASS  77  5. 889  LBS    BOYKO  CONSTRUrTlON,  LA,  CA.  8' 19,  55  CRATES,  FREIGHTCLASS  440,  1700  LBS;  FULLER  feT  : 

SLASS  21,  700  LBS.;  THIRD  AVENUE  BOTTLING,  PHILAPTT,}  HIA,  PA.  429.  800  DRUMS,  FREIGHT  CIASS  88.  900  LBS.;  KI.EIN  AND  SONS 

loo,  450  LBS.,  MCKELDEN'S  NURSERIES.  HARTiOKL).  CONN,  5/24,  75  CARTONST^'ERISIIABLE,  FREIGHT  CIASS  85.  1300  LBS.;  WITT  BF 

JLASS  23.  500  LBS.  HAMILTON  6?  MATHER  ADVERTISING  INC. .BRENHAM.  TX,  250  CARTONS,  FREIGHT  CIASS  75. 400  LBS;  KELLEY  MA 

100  DRUMS.  FREIGHT  CLASS  70,  1500  LBS  ;  SUPERSTORES  NORTH  AMERICA,  CHICAGO.  IL.  4/02.  1200  CARTONS.  FREIGHT  CLASS  23 

lEIGHT  CLASS  45. 344  LBS  ,  COHEN  &  PARTNERS.  SYRACUSE,  NY,  5/25. 680  DRUMS.  FREIGHT  CIASS  120,  200  LBS.;  TGIF  PRODUCE  COR 

tMPSON  TECHNICAI.  INSTITUTE.  BOISE.  IDAHO.  6/10,  FREIGHT  CLASS  21,  500  LBS  ;  ACME  MANUFACTURING,  NEW  ORLEANS,  LA,  5/21,  ] 

VCUSE.  NY,  6/18.  10  BOXES.  FREIGHT  CLASS  75, 900  LBS  ;  SMITH  ASSOCLATES,  CHICAGO.  IL.  5/15, 7  DRUMS,  FREIGHT  CLASS  85,  578  LE 

lEIGHT  CLASS  23, 500  LBS  ;  H  AMI  ETON  6?  MATHER  ADVERTISING  INC.,  BRENHAM,  TX,  250  CARTONS.  FREIGHT  CLASS  75, 400  LBS.;  KEL] 

)LLS,  200  DRUMS,  FREIGHT  CIASS  70,  1500  LBS.,  SUPERSTORES  NORTH  AMERICA.  CHICAGO.  IL,  4/02,  1200  CARTONS.  FREIGHT  CLA 

[MPSON  TECHNICAL  INSTITLITE.  BOISE.  IDAHO.  6/10.  FREIGHT  CIASS  21 ,  500  LBS.;  ACME  MANUFACTURING,  NEW  ORLEANS.  LA,  5/21.   1 
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Computing  Solution  from  AT&T  Computer  Systems,  they  now 
1 800  247-1212,  Ext.  545.  We'll  help  you  get  the  wheels  turning. 
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SPEED  TO  MARKET 


You  have  been  quoted  as  saying  that 
"speed  to  market"  must  be  the  number 
one  concern  of  the  1990s.  Why? 

Industry  measures  the  wrong  things. 
Our  metrics — internal  rate  of  return, 
sales  per  employee,  weighted  cost  of 
capital — are  completely  out  of  whack. 
Those  measurements  are  just  the  result 
of  getting  the  right  products  to  the  right 
markets  at  the  right  time.  We  have  built 
American  industry  on  an  out-of-date, 
flawed  and  largely  irrelevant  set  of  as- 
sumptions, such  as  the  fabled  product 
life  cycle  curve. 

You  obviously  feel  strongly  on  this  is- 
sue. Could  you  give  us  an  example? 

In  the  1970s,  firms  would  engineer  a 
product,  develop  it  and  distribute  it  to 
the  market.  Their  R&D  cost  was  paid  for 
in  the  first  half  of  the  product  life  cycle; 
the  second  half  was  a  time  for  profit 
harvesting.  By  the  1980s  we  saw  more 
and  more  rapid  development  times  and 
there  was  no  back  half  of  the  product 
life  cycle.  In  the  1990s  we  will  see 
spikes,  not  curves,  products  that  exist 
with  life  cycles  of  nanoseconds,  not 
years. 

Aren't  you  exaggerating? 

Of  course.  But  virtually  every  compa- 
ny— Chase,  Westinghouse,  Otis  Eleva- 
tor— is  faced  with  this  competitive  envi- 
ronment. We  used  to  have  the  luxury  of 
sequential  distribution.  Roll  it  out  first  in 
the  U.S.,  then  Europe,  then  the  Pacific 
Rim  and  when  the  product  was  truly 
obsolete,  South  America.  Not  true  any- 
more.   Companies    need    worldwide 


Surprise  lies  at  the  foundation 
of  all  military  undertakings. 

Karl  Von  Clausewitz 


markets,  and  they  have  to  be  able  to 
roll  their  products  and  services  out  in  all 
markets,  simultaneously. 

What  are  the  implications  of  this? 


Companies  are  learning  to  manage 
in  a  whole  new  way.  And  one  of  the  best 
ways  is  to  install  technologies  where 
they  support  the  ability  to  change.  A 
faxed  engineering  change  order  is  go- 
ing to  be  implemented  faster  than  one 
that  arrives  by  mail.  You  can  get  a 
quicker  decision  by  having  pocket 
pagers  and  cellular  telephones  in  the 
hands  of  key  managers,  rather  than 
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Pitney  Bones 

Most  goals  are  easy  to  define,  diffi- 
cult to  achieve.  Pitney  Bowes  of 
Canada,  Ltd.  knew  that  its  service 
operation  required  the  best  possible 
solution  to  the  inevitable  problems 
of  knowing  what  systems  were  down 
and  knowing  how  to  quickly  get 
them  back  up.  Pitney  Bowes  sup- 
plies the  Canadian  market  with  di- 
rect mail  equipment,  photocopiers, 
fax  machines  and  a  variety  of  ship- 
ping equipment. 

The  Data  Group  Corporation,  a 
NYNEX  subsidiary  located  in  Bur- 
lington, Massachusetts,  provided 
Pitney  Bowes  with  a  software  solu- 
tion to  automate  its  customer  ser- 
vice throughout  Canada's  three  mil- 
lion square  miles.  By  accurately 
managing  and  routing  service  calls, 
FIELDWATCH,  an  information  and 
planning    system    specifically   de- 


signed for  service  organizations, 
added  value  to  the  most  important 
part  of  the  equation,  Pitney  Bowes' 
customers. 

Instead  of  assigning  service  calls 
to  specific  individual  customer  ser- 
vice representatives,  FIELDWATCH 
takes  a  "territory-wide"  view  so  that 
the  customer  receives  appropriate 
service  for  the  call.  The  FIELD- 
WATCH system  enables  the  service 
manager  to  control  which  customer 
service  representative  is  assigned, 
the  types  of  machines  to  be  repaired 
and  the  postal  code  of  the  area  to  be 
serviced. 

With  FIELDWATCH,  the  service 
manager  has  another  advantage: 
the  ability  to  quickly  reassign  ser- 
vice representatives  dunng  the 
business  day  if  there  is  a  need  to 
more  evenly  distribute  the  load. 

"Our  customers  are  very  demand- 
ing and  they  deserve  to  be.  We  have 
to  provide  the  best  service  in  North 
America,  and  we  have  to  do  it  soon- 
er," said  David  Nevin,  MIS  director. 


The  Incredible  Shrinking  Product  Life  Cycle 
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Product  Life  Cycle  with  Speed  to  l\/larket 


1 

HIGHLY 
PROFITABLE 

/I 

A 

MARGINALLY 
PROFITABLE 

/       / 
/         / 
/           / 

\ 

UNPROFITABLE 

/              / 

/                / 
/                 / 

/^ 7 

\ 

TIME 

Source:  The  Yankee  Group 

Speed  to  Market  customers  will  try  and  get  their  products  earlier  to  market  and 
increase  their  profitability  at  the  front  end. 


waiting  for  them  to  call  in.  A  worldwide 
electronic  mail  network  can  cut  design 
time,  even  before  thinking  about  ad- 
vanced engineering  workstations. 

You  seem  to  equate  excessive  time  in 
development  to  corporate  nonperfor- 
mance. Is  that  correct? 

The  Guerilla  invents  his  own 
tactics  for  each  movement  of 
the  battle  and  constantly  sur- 
prises his  enemy. 

Che  Guevara 

Time  is  the  luxury  no  company  can 
afford.  Those  companies  that  dominate 
in  the  1990s  will  be  those  that  have  one 
overriding  goal:  speed.  Speed  at  all 
costs.  Speed  above  all  else.  Flank 
speed,  hyper-speed.  But  to  accom- 
plish this  they  have  to  manage  differ- 
ently. Speed  isn't  the  result  of  Brownian 
motion.  There  is  now  a  methodology 
that  exists  within  information  process- 
ing to  build  it  right  the  first  time. 

Doesn't  a  company  have  the  tradeoff: 
"Do  you  want  it  fast  or  do  you  want  it 
right?" 

The  1990s  answer:  both.  Companies 
realize  that  they  have  to  go  from  con- 
cept to  consumption  in  the  shortest 
possible  time.  The  earlier  they  get  the 
product  on  the  market,  the  longer  the 
life  cycle.  In  other  words,  extend  the  life 
cycle  on  the  front  end,  not  the  back 
end. 


How  about  some  examples? 

Given  time,  every  product  degener- 
ates into  commodity  status,  where  no 
one  makes  money.  Chase  Manhattan 
Bank  is  in  a  mission-critical  game  to 
develop  better  financial  products, 
sooner.  The  bank  wants  to  pull  together 
relational  databases,  high-speed  net- 
works and  personal  computers  so  that 
its  lending  officers  can  call  on  corpo- 
rate treasurers  with  new  financial  prod- 
ucts based  on  a  system  which  com- 
bines Electronic  Data  Interchange  (pa- 
perless buying)  with  state-of-the-art 
Electronic  Funds  Transfer  (paperless 
paying.)  If  it  succeeds,  that  system  will 
induce  treasurers  to  use  a  family  of 
profitable  Chase  management  prod- 
ucts. By  building  sophisticated  finan- 
cial products  earlier  the  bank  can  both 
keep  its  existing  products  from  becom- 
ing profitless  commodities  and  set  the 
stage  for  the  next  generation  of  ad- 
vanced products. 

It  is  Illuminating  to  think  of  services  in 
this  way.  How  about  a  product  itself? 

Let's  talk  about  elevators.  Otis  no- 
ticed several  years  ago  that  building 
owners  were  beginning  to  treat  eleva- 
tors as  a  "cost,"  and  a  "commodity 
cost"  at  that.  Otis  began  to  put  powerful 
engineering  workstations  in  the  offices 
of  selected  architects,  all  connected  to 
Otis  engineering.  A  change  in  building 
designs?  Otis  engineers  could  send 
new  elevator  specs  back,  on-line.  The 
architect  could  now  design  that  eleva- 


tor subsystem  75%  faster.  Guess  who 
took  market  share?  Further,  new  mod- 
els could  be  introduced  earlier,  by  just 
changing  the  CAD  software. 

Interesting.  Does  it  stop  there? 

Otis  has  a  sister  division,  Carrier,  that 
also  works  with  architects.  If  both  divi- 
sions could  use  the  same  worksta- 
tions . . . 

By  extending  technology  to  customers, 
a  company  gains  market  share  and 
differentiates  itself. 

Exactly.  By  building  in  internal  exper- 
tise, a  company  will  eventually  exter- 
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Westinghouse 
Communications — 
Tying  in  International 
Markets 

"We  are  building  a  Fourth  Genera- 
tion Network,  one  capable  of  han- 
dling voice,  data,  video,  image. 
Anything  in,  anything  out.  World- 
wide. We  have  to  know  what  our 
users  are  going  to  need  three  years 
before  they  do.  Network  first,  data 
second,  applications  third. " 

Harlan  Rosenzweig 
Westinghouse  Communications 

To  support  Westinghouse  Furniture 
overseas,  Westinghouse  Communi- 
cations calls  on  a  selected  team  of 
suppliers  that  is  able  to  accurately 
route  traffic  around  the  world.  Much 
of  the  data  communications  that 
goes  overseas  utilizes  a  packet 
switching  architecture  that  is  provid- 
ed by  Infonet  and  which  is  a  logical 
extension  of  Westinghouse's  own 
packet  switched  n  ^twork.  It  is  this 
interconnection  of  networks  that  al- 
lows overseas  dealers  to  have 
seamless  interfaces  and  allow  many 
other  Westinghouse  divisions  to 
serve  all  of  the  world's  major  mar- 
kets. 

Next  on  the  agenda?  By  co-locat- 
ing overseas  voice  traffic  and  over- 
seas data  traffic  at  Infonet  sites 
throughout  the  world,  Westinghouse 
can  make  the  overseas  customer  in 
110  countries  feel  like  he  is  right 
next  door. 


When  you  ship  billions  of  soybeans  a  year— by  railroad^  truck 
and  ship— around  the  globe^  tracking  them  every  hour  of  every 
day  is  tough. 

Which  is  why  CSX  Transportation  Company  came  to  NYNEX* 

The  computer  systems  they  bought  from  us  are  so  sophisticated^ 
they  let  CSX  track  every  last  bean^  from  Indiana  to  Texas.  Or 
Timbuktu. 

And  since  CSX^s  terminals  are  open  24  hours  a  day  they  appreci- 
ate NYNEX^s  round-the-clock  support. 

Our  technical  staff  responds  close  to  instantly. 

It  all  adds  up  to  the  l<ind  of  value  even  a  bean  counter  could  love. 

The  NYNEX  family  of  companies  would  lil<e  to  work  with 


is  bean's  been. 


you^  too.  We  offer  you  everything  from  the  NYNEX  Business 
Centers^  the  division  that  provided  these  computer  systems^  to  the 
softv^are  of  the  DATA  Group^  Telco  Research^  the  BIS  Group  Ltd.^ 
and  AGS  Gomputers^  Inc.  Gall  us  at  1  800  535-1535. 

Discovering  the  reasons  why  the  ansv/er  is  NYNEX— now^ 
that^s  using  the  old  bean. 


Need  to  communicate?  Need  to  compute?  The  answer  is 

NYNEX 

©  1990  NYNEX  Corporation.  ■    ^H       H       ■    ^1  ^HHL^^^J!^ 
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nalize  that  expertise,  make  it  part  of  the 
product,  and  trade  that  speed  to  its 
customers  both  for  loyalty  and  busi- 
ness. 

V^hy  doesn't  every  company  make  this 
commitment?  Isn't  it  just  an  issue  of 
throwing  money  at  the  problem? 

Money  alone  won't  do  it.  Every  com- 
pany we  deal  with  wants  to  leverage  its 
existing  investment.  The  real  issue  is  a 
clear  one:  a  commitment,  from  top 
management,  that  speed  will  be  a  sin- 
gular and  non-stop  goal.  Speed  is  no 
accident.  Those  companies  that  are 
succeeding  have  chosen  a  team  of 
suppliers  that  give  them  the  tool  kits  to 
build  speed  into  the  equation.  Just  as 
you  can't  go  90  mph  over  a  dirt  road, 
you  first  have  to  build  the  roadbed  that 
can  allow  you  to  go  fast  and  to  do  it  with 
even  higher  quality.  You  want  to  be 
able  to  turn  on  a  dime,  but  turn  profit- 
ably. 


What  is  the  key? 

What  our  research  shows  is  that 
companies  that  are  succeeding  aren't 
trying  for  that  one  great  product,  a 
once-in-a-lifetime  breakthrough.  They 
are  going  instead  for  frequent  and  iter- 
ative product  improvements:  more  of 
them  and  more  of  them  faster.  In  effect, 
continuous  product  changes.  This  was 
never  really  possible  before. 

Why  not? . 

We  didn't  have  the  technology,  and 
we  didn't  have  the  experience  to  make 
the  technology  work  for  us.  We  be- 
lieved in  a  task  orientation — design, 
then  engineer,  then  produce,  then  sell, 
then  repair.  But  it  didn't  work  any  long- 
er— took  too  long.  Each  group  would 
throw  its  work  over  the  transom,  and 
download  all  the  problems  to  the  next 
group.  Engineering  has  learned  that 
the  most  elegant  designs  aren't  worth  a 
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NYNEX 

"Money  moves  at  the  speed  of  light. 
Information  has  to  move  faster. " 

DuWayne  Peterson 
Merrill  Lynch 

What  do  Shearson/American  Ex- 
press, Marine  Midland  Bank  and 
Manufacturers  Hanover  Trust  have 
in  common  with  Merrill  Lynch? 

All  are  sprawling  New  York-based 
financial  services  companies  whose 
needs  for  communications  change 
almost  hourly.  Further,  each  must 
deal  with  New  York  Telephone  and 
its  parent,  NYNEX,  on  a  variety  of 
issues.  These  firms  need  extra  voice 
or  data  circuits  installed  quickly; 
they  have  daily  significant  moves 
and  changes;  they  have  complex 
and  intricate  billing  problems. 

In  a  slower  time,  these  could  be 
dealt  with  according  to  tried  and 
true  formulas;  in  today's  world,  they 
needed  something  better. 

"There  is  one  constant  in  our  net- 
work. Its  constantly  changing." 

Ed  Nyce 
Manufacturers  Hanover 

NYNEX  decided  to  organize  these 


customers  around  a  new  concept, 
the  Total  Account  Team.  This  team 
would  pull  together  every  NYNEX 
group  to  give  these  four  companies 
a  single  point  of  contact — someone 
who  could  anticipate  potential  bot- 
tlenecks before  they  occurred.  The 
four  financial  firms  first  agreed  to 
share  with  NYNEX  what  their  most 
pressing  needs  were.  Then  NYNEX 
agreed  that  the  Total  team  would  be 
action-oriented  to  give  these  four 
firms  quick  or  immediate  responses 
and  to  have  all  the  information  nec- 
essary to  implement  those  actions. 

Take  the  issue  of  installing  high- 
speed circuits.  The  Total  Response 
team  takes  responsibility  for  getting 
these  lines  in  faster,  providing  a  lev- 
el of  confidence  that  new  services 
will  be  available  when  the  financial 
institutions  require  them. 

Total  Account  teaming  is  a  new 
role  for  NYNEX.  In  one  fell  swoop,  it 
becomes  the  supplier  for  all  the  lo- 
cal telecommunications  needs, 
something  that  had  not  been  done  in 
the  past.  NYNEX  is  now  looked  upon 
by  these  customers  as  a  "coordinat- 
ed team  of  resources,  not  a  loose 
group  of  subsidiaries. "  NYNEX  has 
the  advantage  of  a  very  focused 
account  team  that  can  bring  craft 
and  management  together  to  solve 
installation,  provisioning,  billing  and 
repair  interval  problems. 


damn  if  they  can't  be  easily  manufac- 
tured. Manufacturing  has  learned  that  if 
products  can't  be  repaired  in  the  field 
easily,  then  the  customer  will  go  else- 
where. So,  iterative  and  continuous 
product  development  rests  on  this 
roadbed  of  network,  data  management 
and  applications.  Eventually  we — all 
companies — will  be  tied  to  our  major 
customers  and  suppliers  as  Chase  and 
Otis  are.  This  will  simply  be  an  exten- 
sion of  the  internal  capability  that  we 
have  built.  We'll  get  double  value  if  we 
do  it  right. 

Is  this  good  news  or  bad  news  for  U.S. 
companies? 

The  best  possible  news.  In  high-end 
products  today,  direct  labor  is  only  5%; 
low-cost  labor  environments  are  not  the 
threats.  Offshore  manufacturers  start 
with  a  12,000  mile  disadvantage.  If  we 
are  willing  to  invest  in  the  infrastructure 
and  think  through  management  issues 
such  as  connectivity  and  interoperabi- 
lity, we  have  the  hallmarks  of  a  sustain- 
able advantage — as  much  as  anyone 
can  get  that  today.  Speed  itself  is  the 
advantage,  and  speed  with  quality 
makes  up  for  a  whole  raft  of  mistakes, 
mistakes  that  every  company  some- 
times makes. 

Does  your  research  suggest  that  "strat- 
egy is  speed?" 

No,  strategy  is  change;  speed  is  how 
quickly  you  can  effect  change.  Just  the 
same  way  that  "hitting  is  timing;  pitch- 
ing is  disrupting  timing,"  speed  allows 
a  company  to  change,  at  its  will,  the 
competitive  field. 

Explain  that. 

Every  company  starts  with  the  status 
quo — GM,  Ford,  Forbes,  whichever. 
Every  company  has  a  certain  market,  a 
certain  share,  certain  distribution  and 
technological  advantages  and  disad- 
vantages. Strategy  rests  on  the  propo- 
sition that  every  company  is  attempting 
to  upset  this  status  quo,  to  break  out  of 
the  current  order  of  things,  to  gain 
share,  to  get  a  technological  advan- 
tage or  a  distribution  advantage  or  a 
service  advantage.  In  effect,  what  they 
are  attempting  to  do  is  to  build  a  wait 
around  themselves  and  their  custom- 
ers and  to  isolate  their  customers  from 
the  competition. 

How  does  Speed  to  Market  do  this? 


Only  One  Organization 

Communicates 

With  More  Countries 

Than  iNFONEr. 


If  you  need  global  data  communications, 
why  settle  for  a  network  that  "may  get  there 
someday','  or  is  "planning  to  expand  next  year".' 
Infonet  reaches  the  world  today!  And  Infonet  is 
chosen  by  more  than  twice  as  many  international 
companies  as^'any  other  international  VAN. 

Why?  Because  Infonet  is  the  one  true  global 
value-added  data  communications  network. 

Only  Infonet  has  people  on-site  in  34  coun- 
tries around  the  world  dedicated  to  customer 
support. 


International 

Value-Added  Network 

Leadership 


•^n. 


Source:  Link  Resources 
International  Data  Transport 


Europe  Tel:  (32)(2)645-0290 
Fax:  (32)(2)647-3702 


Regional  Offices 
Asia       Tel:  (81)(3)230-4806  North 

Pacific  Fax:  (81)(3)234-8190  America 


This  means  you  get  fast,  expert  in-country 
service  and  end-to-end  support  24  hours  a  day, 
from  people  who  understand  local  requirements 
and  local  customs  and  speak  your  language. 

Plus  you  only  receive  one  nvoice,  because 
Infonet  is  your  single  point  of  contact. 

So,  for  true  multi-protocol  data  communi- 
cations (X.25,  3780,  SDLC),  X.400  based  mes- 
saging, EDI  services,  store  and  forward  text/file 
transfer/fax/Telex  services  and  Managed  Data 
Network  Services  (hybrid  and  private  networks), 
come  to  the  company  that  can  satisfy  all  your  needs. 

■  ■  ■  ^^  ■  ■  ^^  « 

INFONET  SERVICES  CORPORATION 

Tel:  (213)335-2600  Latin        Tel:  (213)335-2884 

Fax:(213)335-2876  America  Fax:(213)322-0310 


Offices  in  principal  cities  throughout  the  world. 
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AT&T  DATA 

"There  were  5,000,000  quarter  inch 
drills  sold  last  year.  Not  because 
Americans  needed  quarter  inch 
drills — but  because  they  needed 
quarter  inch  holes." 

Berge  Ayvazian 
Yankee  Group 

Knight  Ridder  Business  Informa- 
tion Services  is  in  the  business  of 
real-time  financial  services;  they 
service  the  most  demanding  cus- 
tomers in  the  world — those  who 
make  their  living  by  understanding 
immediate  changes  to  money  cen- 
ters, futures  markets,  and  commod- 
ity prices.  If  your  information  is  a  little 
slower,  a  little  staler — you  will  not 
succeed  in  this  fastest  of  the  fast 


tracks — you  will  crash  and  burn.  To 
support  money  center  products  and 
provide  that  information  to  firms  like 
Salomon  Brothers  is  to  play  in  the 
fastest  league  there  is. 

"We  went  to  ATT  PCs  and  work- 
stations," said  Dr.  Paul  Tucker,  Se- 
nior Vice  President,  Technology. 
"We  essentially  put  a  PC  at  every 
customer  location  or  utilize  a  video 
switch  at  the  customer's  location. 
We  needed  someone  who  under- 
stood the  incredible  demands  of  this 
market  and  could  give  our  users  the 
support  that  they  have  come  to  ex- 
pect. We  are  continually  building 
new  financial  products  onto  our  ex- 
isting family  of  products — services 
such  as  Dialog  Information,  the 
Commodity  News  Service  and  infor- 
mation from  the  Journal  of  Com- 
merce. The  requirement  for  on  line, 
real-time  financial  information  is  not 
only  important  to  our  customers,  it  is 
their  business." 


Every  time  your  competitor  thinks  he 
has  you  clearly  within  his  sights,  that  he 
knows  how  to  compete  with  your  prod- 
ucts, you've  moved,  again.  You  are 
continually  improving  your  product  in 
real  time.  You  haven't  had  to  choose 
low  volume/high  cost  or  high  volume/ 
low  cost.  You  can  fractionate  the  model 
and  have  low  volume/low  cost/high  in- 
novation. You  have  used  speed  to 
move  to  a  pinnacle  where  your  compet- 
itor is  unable  or  unwilling  to  follow. 

You  have  made  an  elegant  argument 
that  time  compression,  time  to  market, 
is  a  strategically  important  goal  and 
one  that  should  be  pursued.  How  does 
a  company  compete  using  speed  in 
reality? 

The  real  enemies  are  not  the  compe- 
tition. The  real  enemies  are  the  fief- 
doms  inside  the  company — enemies 
dressed  as  friends.  And  the  real  irony? 
They  don't  even  know  that  they  are 
enemies.  They  call  themselves  profit 
centers. 


PROFILE 


Computerland 

Massachusetts  law  firm  Schatz, 
Schwartz,  and  Fentin,  P.C,  had  a 
problem.  Its  letters  and  documents 
were  typed  by  support  staff;  interof- 
fice communications  were  ex- 
changed by  hand-delivered  mes- 
sages and  documents  involving 
joint  input  required  working  on  sep- 
arate paper  copies  and  then  having 
the  changes  input.  Valuable  time 
was  wasted.  The  office  staff  had  a 
word  processor  running  off  the 
firm's  minicomputer,  but  the  lawyers 
themselves  were  cut  off  from  auto- 
mation. 

Steven  J.  Schwartz,  m,anaging 
partner  of  the  firm,  had  a  clear  goal: 
deliver  better  service  to  clients.  In 
order  to  accomplish  that,  he  needed 
to  increase  lawyer  productivity. 
"Don't  forget,"  says  Schwartz,  "this 
is  a  service  business." 

On  three  previous  occasions  dur- 
ing his  firm's  20  years  in  business, 
he  had  gone  to  vendors  to  buy  com- 


puters. This  time  he  needed  a  solu- 
tion, not  just  computers.  He  went  to 
Computerland. 

"They  were  very  thorough,"  says 
Schwartz.  "They  insisted  I  look  at  all 
the  minicomputer  options  before 
looking  at  the  PC  network  solution." 
Schwartz  and  Computerland  ex- 
haustively researched  the  decision. 
Schwartz  decided  to  buy  a  number 

of  IBM  PCs  linked  by  a  Novell  token- 
ring  network.  Now,  in  addition  to  the 
support  staff  having  PCs,  each  law- 
yer has  a  PC  as  well.  This  is  en- 
abling the  firm  to  do  things  that  are 
exciting  to  Schwartz: 

•  The  E-mail  system  has  enabled 
the  lawyers  to  communicate  with 
one  another  in  a  convenient,  time- 
effective,  precise  manner. 

•  Documents  can  be  edited  simul- 
taneously from  different  terminals. 

•  Thousands  of  documents  and  let- 
ters can  be  accessed  quickly  and 
easily  from  the  database. 

•  Boilerplate  documents  allow  for 
expedient  online  editing. 


•  Portability:  "I  can  take  my  power- 
ful portable  PC  (with  hard  drive)  to 
my  client's  office  and  have  my 
whole  office  with  me  instead  of  an 
armload  of  files,"  says  one  lawyer. 

•  Standard  applications  such  as  Lo- 
tus, WordPerfect,  estate  planning 
and  Q&A  database  capabilities,  in 
addition  to  accessories  such  as 
computerized  calendar,  Rolodex, 
calculator  and  file-manager  func- 
tions make  more  effective  use  of 
time. 

•  Superior  organization  and  man- 
agement of  time. 

The  installation  was  the  easiest 
one  Schwartz  had  ever  seen.  "It  was 
so  easy,  yet  I  know  it  was  complicat- 
ed, very  smooth,"  Schwartz  says. 
The  excellent  training  Computerland 
provided  meant  functionality  from 
day  one. 

"Computerland  prepared  us  for 
the  change,"  Schwartz  says.  "With 
the  press  of  a  button  I  can  have  a  list 
of  clients,  view  documents,  process 
records  ...  I  have  my  firm  back.  I'm 
providing  better  service  to  my 
clients." 
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I  hope  you  are  going  to  explain  tliis. 

It  is  the  incompatible  computer  sys- 
tems from  one  division  to  another.  It  is 
the  mindset  that  allows  a  company  to 
try  to  optimize  each  and  every  subseg- 
ment,  which  gets  in  the  way  of  the  real 
problem.  There  is  a  methodology  that 
actually  works;  it  starts  with  one  simple 
assumption:  We  are  one  company. 
Most  companies  are  not  inhibited  by 
technological  black  holes  but  by  mana- 
gerial black  holes:  fiefdoms  that  don't 
realize  that  how  and  why  they  generate 
data  have  implications  for  the  rest  of 
the  company. 

Example? 

If  Carrier  Division  can't  utilize  the 
same  data  highway  as  Otis,  if  Chase 
can't  add  new  products  in  cash  man- 
agement, then  all  groups  suffer.  If  cus- 
tomer service  files  its  reports  on  one 
architecture  but  sales  can't  access 
them  because  it  submits  its  reports  on 
another,  you  have  needless  impedi- 
ments. If  engineering  documents  can 
only  travel  around  engineering  and 
can't  be  seamlessly  used  by  manufac- 
turing, if  distribution  warehouses  can't 
ship  because  they  can't  tell  what  is  on 
its  way  from  the  loading  dock,  if  the 
quality  control  statistics  can't  be  uti- 
lized by  accounting,  then  you  have  a 
Tower  of  Babel  that  will  needlessly 
handicap  any  company. 

Is  that  the  exception? 

That's  the  rule!  Most  functions  within 
a  company  communicate  with  one  an- 
other by  rumor.  The  difference  is  that 
some  companies,  leading-edge  com- 
panies, have  solved  their  internal  prob- 
lems so  that  they  can  now  make  tech- 
nology work  for  them.  Internally  they 
are  in  "cosmic  harmony"  with  one  an- 
other so  they  can  eventually  deliver  to 
their  customers  what  it  is  that  the  cus- 
tomer really  wants. 

There  are  two  advantages  to  speed, 
the  obvious  ones  we  have  spoken  of, 
the  right  product  at  the  right  time  to  the 
right  market  in  the  right  colors  in  the 
right  quantities — and  the  less  obvious 
advantage:  Speed  can  be  a  rallying 
point  for  working  together.  Given  a 
common  purpose,  parochialism  will 
melt  away.  Superior  technology,  which 
is  now  available  to  every  company,  al- 
lows good  managers  to  work  better.  ■ 


Methodology  for  Assessing  Importance 
of  Speed  to  Market 

Please  give  relative  weighting  1-10  (1  =  strongly  disagree,  10  =  strongly  agree) 


1 


6 
7 
8 
9 

10 

11 


Within  your  lines  of  business,  product  innovation  is  reducing  life 
cycle  time.  The  ability  to  come  to  market  quickly  with  product 
iterations  will  be  critical  to  future  successes. 
123456789     10 

Price/performance  indicators  will  become  more  prevalent  within 

your  segment. 

12     3456789     10 

50%  of  the  product  models  that  you  will  sell  this  year  were  not  on 

the  market  four  years  ago. 

1      23456789     10 

The  products  that  you  will  be  selling  in  the  future  will  require 

substantially  more  (25%  + )  computer  networking, 

communications  and  coordination  than  products  of  the  last 

generation. 

1      23456789     10 

Your  customers  are  continually  requesting  special  features  which 
tend  to  drive  up  your  costs  and  decrease  your  profits. 
123456789     10 

You  find  it  increasingly  difficult  to  predict  mix  and  quantities  within 
your  core  product  lines. 
123456789     10 

Vertical  integration  has  become  more  prevalent  within  your 

industry  segment. 

1      23456789     10 

Existing  competition  within  your  industry  is  at  least  50%  more 
intense  than  it  was  just  four  years  ago. 
1      23456789     10 

Increases  in  customer  service  are  putting  pressure  on  your  firm 
to  increase  inventory  levels;  financial  concerns  are  increasingly 
putting  pressure  to  decrease  inventory  levels. 
123456789     10 

In  the  future,  your  goal  is  to  fill  customer  orders  completely  at  least 
30%  faster  than  you  do  today— with  no  increase  in  inventory 
levels. 
123456789     10 

There  can  be  a  price  premium  within  your  industry  for  faster 
customer  response  time  and  that  premium  ranges  from  10%-25%. 
123456789     10 


SCORING  TABLE: 

90-110  Points.  You  are  in  a  fast-moving  industry  where  SPEED  TO  MARKET  IS 

CRITICAL;  your  company  should  consider  reorganizing  around  speed  and 

thoroughly  investigate  how  to  achieve  annual  Speed  To  Market  increases  of 

14%-25%. 

70-89  Points.  You  are  in  an  industry  where  SPEED  TO  MARKET  IS  IMPORTANT 
this  is  one  of  the  four  major  issues  that  you  should  concentrate  on.  Increasing  your 
Speed  to  Market  5%-14%  annually  should  be  a  corporate  goal. 

50-69  Points.  Your  industry  appears  very  stable  and  not  fast  moving,  with  some 
exceptions. 

0-49  Points.  You  live  in  a  contemplative  world  with  only  modest  competitive  threats. 
Our  congratulations. 


The  Yankee  Group 


Designed  by  DEMARTINO  DESIGN  INC, 
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AT&T  ALLIANCE 

'We  don't  just  move  data;  we  move 
ideas." 

Jack  Garber 
Coca-Cola  Enterprises 

If  armies  travel  on  their  stomachs, 
business  travels  on  ideas — getting 
concepts  from  one  group's  collec- 
tive brain  into  another's.  Decisions 
aren't  unilateral;  they  are  made  by 
ad  hoc  groups,  often  called  together 
at  a  moment's  notice  to  hash  out  a 
problem,  to  investigate  alternatives, 
to  find  a  better  way  to  accomplish 
goals. 

Every  company  has  asked  itself 
this  question:  Is  there  a  better  way 
than  physically  getting  the  entire 
group  together? 


Teleconferencing — the  old  way — 
was  a  partial  solution  but  there  were 
drawbacks — the  number  of  partici- 
pants was  too  often  limited,  the  abili- 
ty to  set  up  the  meeting  quickly  was 
not  an  option,  the  audio  quality  of 
some  solutions  was  not  up  to  a  cor- 
poration's high  standards.  Of  these, 
the  limit  on  the  number  of  partici- 
pants became  a  major  impediment; 
if  the  Northern  Region  thought 
something  was  a  good  idea,  the 
Western  Region  had  a  few  valid  criti- 
cisms which  could  have  been 
solved — if  they  had  been  in  on  the 
meeting.  Teleconferencing  users 
became  frustrated  when  they  had  to 
go  back  to  each  and  every  "stake- 
holder" when  the  number  of  links 
exceeded  three  parties. 

Enter  AT&T  ALLIANCE®  Telecon- 
ferencing Services. 

Now  users  can  build  that  "Elec- 
tronic Meeting  Room"  on  the  fly;  the 


ad  hoc  committee  can  make  better 
decisions — faster.  Groups  from  3-59 
can  get  together  in  "one  room,  at 
one  time"  and  resolve  any  impedi- 
ment that  is  going  to  get  between  a 
company  and  the  problems  it  is  try- 
ing to  resolve  and  they  can  solve 
that  problem  before  it  gets  to  be  a 
real  problem. 

Overseas  groups  an  issue?  Invite 
them  in. 

Speed  to  Market  is  problem  deter- 
mination, problem  resolution.  Tele- 
conferencing users  have  found 
that  by  dialing  one  number, 
0-1-700-1-456-1000,  everyone  who 
needs  to  help  can  help.  Participative 
Management  at  its  finest. 

For  every  company,  that  never 
had  this  problem:  our  congratula- 
tions. 

For  the  rest — the  Info  Line  for  AL- 
LIANCE Teleconferencing  Services 
is  1-800-662-3499. 


PROFILE 
Sargent  Company 

"Engineering  is  an  area  wtiere  the 
concept  of  quick  delivery  never  oc- 
curred to  anybody  until  recently.  If 
two  companies  are  competing  in  the 
same  market,  but  one  can  take  a 
product  concept  to  production  in 
half  the  time  of  the  other,  that  com- 
pany has  twice  as  many  shots  at  the 
target. " 

William  T,  Darnton 
Andersen  Consulting 

"If  an  enterprise  focuses  on  the  pro- 
cess— doing  it  correctly  the  first 
time — there's  no  reason  why  it  won't 
have  the  highest  level  of  quality  at 
the  lowest  cost  in  the  shortest 
amount  of  time.  They're  really  com- 
plementary to  each  other. " 

John  J.  Rief 
Andersen  Consulting 

What  do  you  do  if  your  internal  times 
threaten  to  turn  your  customers  frorn 
sullen  to  mutinous? 
That's   the   problem   that   Ralph 


Pannone  never  wanted  to  face.  His 
goal  was  to  take  40%  off  his  stan- 
dard manufacturing  lead  times,  to 
go  from  eight  to  nine  weeks  to  four  to 
six  weeks.  Pannone  called  on  An- 
dersen Consulting  and  a  method- 
ology it  calls  Time  Compression 
Management. 

"We  used  Andersen  to  delve  into 
every  aspect  of  what  we  were  doing. 
By  combining  a  methodology  with 
some  very  articulated  goals,  we 
have  been  able  to  reduce  the  lead 
time  for  both  manufacturing  and 
new  product  introduction  by  40%," 
says  Pannone. 

"All  of  the  exquisite  technologies 
employed — just-in-time  manufactur- 
ing, group  technology  solutions  and 
cell-manufactunng  techniques- 
were  poised  toward  a  common  goal: 
to  rethink  the  traditional  manufactur- 
ing process." 

The  key,  says  Sargent's  Pannone, 
was  to  break  down  traditional  logic 
and  build  it  back  up,  process  by 
process,  starting  with  the  bill  of  ma- 
terials. From  there,  using  the  Ander- 
sen Time  Compression  strategy, 
each  subsequent  task  was  identi- 
fied and  the  time  required  was  dras- 


tically reduced. 

"Our  goal  was  to  reduce  both  pro- 
cess times  and  set-up  times.  By 
thinking  about  both  problems  in  tan- 
dem, we  were  able  to  combine  simi- 
lar operations  in  a  work  cell,  and 
thus  were  able  to  reduce  queues  as 
well  as  labor  hours,"  explains  Pan- 
none. 

But  planning  and  implementation 
are  two  separate  issues.  Sargent 
found  that  to  make  Time  Compres- 
sion Management  work,  it  had  to 
include  greater  worker  participation. 
Even  this  had  unexpected  benefits: 
lower  turnover,  lower  absenteeism, 
lower  tardiness.  Sargent  also  found 
that  by  instituting  a  new  pay  system, 
the  work  force  was  compensated  for 
the  time  gained  in  set-up  time  re- 
duction. 

The  bottom  line:  the  internal  lead- 
time  problem  and  the  lengthy  prod- 
uct-development problem  were 
both  symptoms,  not  the  disease.  By 
using  a  proven  strategy  (Andersen's 
Time  Compression  Management) 
and  by  implementing  it  intelligently, 
Sargent  solved  both  its  customer 
service  problem  and  its  product-de- 
velopment problem. 


Push  the  right  buttons  and  this  converts 
to  a  conference  room  for  up  to  59  people. 


Did  you  know  you  can  teleconference  anywhere 

from  J  to  59  people  at  once,  right  from  your 
own  phone  Just  by  dialing  0+700-^-456-1000? 

U  you  thought  you  could  only  teleconference  three 
people  at  once,  AT&TALLIANCE*Teleconferencing  Services 
can  expand  your  thinking.  All  you  have  to  do  is  dial  the 
ALLIANCE  number  from  any  touch- tone  phone*  and  you  can 
bring  key  players  into  your  office.  Or  even  the  whole  team. 

And  that  means  faster  decision-making  and  increased 
productivity  for  you.  Because  with  ALLIANCE,you  can  get 
feedback  from  a  single  phone  call  that  could  otherwise  take 
you  four  or  five  calls.  And  you  can  hold  multiparty  meetings 
with  people  in  the  U.S.  and  overseas  without  the  expense 
of  a  business  trip. 

No  matter  how  many  people  you  have  on  the  line, 
you'll  get  such  great  voice  clarity  with  ALLIANCE,  the  only 
thing  you'll  miss  about  face-to-face  meetings  is  the  coffee 
and  danish. 


To  take  advantage  of  ALLIANCE'S  spacious  teleconfer- 
encing facilities,  cut  out  the  ALLIANCE  numbers  and  try  a  ca 
for  yourself 

AIM^ ALLIANCE  Teleconferencing  Services 
Another  AJM^ advantage. 

For  recorded  or  printed  information  on  AWT  ALLIANCE 
Teleconferencing  Services,  call  toll  free  1 800  662-3499. 


^  AT&T  ALLIANCE^  ^ 

Teleconferencing  Services 

0+700+456-1000 

(Dial  Direct) 
For  operator  assistance  dial  1 800  544-6363 


V 
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•Available  m  most  US  locations  For  information  on  calls  originated 
from  hotels,  rotary  and  public  phones,  international  and 
independent  phone  company  locations,  dial  1 800  544-6363. 
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AT&T 

The  right  choice. 


'To  lead,  you  ve  got  to  address 
needs  before  they  become 
apparent.  That's  what 
ComputerLand  and  IBM, 
working  together,  intend  to  do!' 

Dave  Thomas,  President, 
National  Distribution  Division, 
IBM  Corporation 


Bill  Tauscher,  President, 
ComputerLand 


IBM  and 
ComputerLand: 

redefining 

what  it  means  to 

serve  business. 


ComputerLand*  and  IBM*  have 
been  teaming  up  to  serve  business 
ever  since  ComputerLand  brought 
the  first  IBM  PCs  to  market  in  1981. 
What  you're  seeing  now  is  a 
strengthening  of  that  partnership  in 
a  way  that's  beneficial 
to  the  customer,"  says 
IBM  NDD  President 
Dave  Thomas. 


"ComputerLand  has  always  been 
a  key  business  partner,"  he  adds. 
By  satisfying  the  needs  of  the 
ComputerLand  centers,  they  in  turn 
can  offer  the  business  customer  unpar- 
alleled support  and  service  for 
IBM  equipment,  as  though  they 
were  extensions  of  IBM  itself." 
"We're  fine-tuning  ourselves 
to  current  business  needs',' 
says  ComputerLand  CEO  Bill 
Tauscher.  "Dave  and  I  are 
working  together  to  hone  what 
we  have.  Namely,  the  largest 
sales  and  technical  force  in  the 
computer  reseller  industry." 


CofflpUlOflCMMl 


Easiness  to  business. 
Person  to  person. 


'  I'NOCompuierLancl.  IBM  ami  FVraoniil  SyMcm  '2  iirr  miiMcr«4^ 
irailcmjirks  of  Inlcrniilidniil  llusinrss  Miii-hinrs  CiirpiiiiilMin. 
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Patients  who  need  kidney  and  heart  transplants  are  dying 
because  not  enough  people  donate  organs.  Is  it  time  to  treat 
organs  as  private  property  that  people  can  buy  and  sell? 

Should  I  be  allowed 
to  buy  your  kidney? 


By  Ronald  Bail^ 


RANDY  Creech,  a  43-year-old 
executive  with  an  Exxon  sub- 
sidiary in  Houston,  has  needed 
a  new  heart  since  a  viral  infection  all 
but  destroyed  his  heart  muscle. 
Creech,  the  father  of  two,  has  been  on 
the  Texas  Heart  Institute's  transplant 
waiting   list  for   three   months.   He 


works  part  time,  all  the  while  waiting 
for  a  pager  at  his  side  to  beep,  signal- 
ing that  he  has  four  hours  to  get  to  the 
hospital  where  surgeons  will  be  wait- 
ing with  a  fresh  heart.  There  are  20 
people  of  his  blood  type  on  a  list  of  69. 
Modem  medicine  has  worked  mir- 
acles for  people  who  need  a  new  heart 
or  kidney  or  other  organs.  Demand  for 
organ  transplants  has  increased  sharp- 


ly. Unfortunately,  there  are  no  mir- 
acles on  the  supply  side.  Thousands  of 
would-be  recipients  die  every  year 
while  waiting. 

Can  anything  be  done  to  increase 
the  supply  of  transplant  organs?  Some 
doctors  are  very  quietly  talking  about 
compensating  donors. 

That's  right:  I'll  pay  you  $5,000  for 
one  of  your  kidneys.  Not  enough? 


Janice  Rubin 


Randy  Creech  at  a  Houston  park  with  son  John,  wife  Linda,  and  daughter  Sara 

if  donor famiUes  were  paid,  he  might  stand  a  better  chance  of  getting  a  heart  in  time. 
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How  about  $20,000? 

Right  now  trafficking  in  organs  is 
punishable  by  big  fines  and  imprison- 
ment in  the  U.S.  and  throughout 
much  of  the  industrialized  world — 
although  commercial  transactions  in 
blood  are  not.  But  not  every  country 
observes  the  taboo.  Circumstantial 
evidence  is  accumulating  that  the  Re- 
public of  China  has  turned  the  trans- 
plant business  into  a  source  of  hard 
currency.  The  government,  which  re- 
portedly has  executed  11,000  people 
in  the  past  decade,  prefers  using  a  shot 
through  the  head.  By  so  doing,  the 
executioners  maximize  doctors' 
chances  of  retrieving  useful  organs 
from  the  prisoner's  body.  "Execution 
by  organ  donation"  is  how  the  ghoul- 
ish process  is  described  by  Brian  Broz- 
nick,  executive  director  of  the  Pitts- 
burgh Organ  Transplant  Foimdation, 
the  U.S.'  largest  organ  procurement 
organization.  The  Chinese  Embassy 
in  Washington  denies  that  organs  are 
taken  from  executed  prisoners  and 
used  for  transplantation. 

True  or  not,  it  is  a  fact  that  well-to- 
do  Singaporeans  and  Hong  Kong  citi- 
zens have  traveled  to  China  for  trans- 
planted organs,  in  most  cases  kidneys. 

However  distasteful  this  may 
soimd,  a  strong  case  can  be  made  that 
people  should  be  allowed  to  sell  and 
buy  human  organs.  The  supply  con- 
tinues to  fall  short  of  demand.  After  a 
period  of  growth  in  the  early  1980s, 
the  number  of  donations  has  leveled 
off  (see  chart,  p.  370). 

In  an  effort  to  bolster  faltering  vol- 
untary donations.  Congress  passed  a 
law  in  1988  requiring  hospitals  to  ask 
families  for  permission  to  donate  the 
organs  from  their  recently  deceased 
family  members.  Sadly,  the  law  has 
produced  gruesome  sessions  in  which 
the  doctor  first  breaks  the  bad  news 
about  Uncle  Isador,  then  asks  for  his 
organs.  "Required  request  laws  are  a 
joke,"  says  Broznick,  the  Pittsburgh 
organ  executive. 

There  are  some  bright  spots.  A  Bos- 
ton consulting  firm.  Corporate  Deci- 
sions, Inc.,  is  working  with  the  re- 
gional Kentucky  organ  procurement 
organization.  The  program  focuses  on 
hospitals  that  treat  serious  head  inju- 
ries and  trains  hospital  employees  in 
how  to  deal  with  the  emotional  dis- 
tress of  donor  families.  The  consul- 
tants sensibly  recommend  that  the 
request  for  organ  donation  come  at  a 


time  after  the  family  has  been  in- 
formed of  the  death.  The  experimen- 
tal program  has  helped  increase  organ 
donations  by  20% — a  significant  step 
in  the  right  direction. 

But  it  is  by  no  means  certain  that 
voluntary  donations  will  ever  provide 
sufficient  supply,  given  advance- 
ments in  medical  science  and  in  organ 
transplanting.  "I  can't  see  why  the 
only  persons  not  to  make  a  legitimate 
degree  of  financial  advantage  from 
transplantation  are  the  people  who 
give  the  organs,"  says  Dr.  John  Dosse- 
tor,  a  nephrologist  (kidney  doctor)  and 
a  bioethicist  in  Edmonton,  Alberta. 
"Everybody  else  is  living  by  it,  includ- 
ing myself." 

There  are  any  number  of  ways  to 
compensate  donors  or  their  families. 
The  compensation  can  come  in  the 


form  of  straight  cash,  or  coverage  of 
burial  expenses,  or  through  estate  tax 
breaks  or  college  education  benefits 
for  survivors. 

When  people  think  of  organ  dona- 
tions, they  usually  think  of  cadaver 
donations — organs  removed  from 
dead  bodies.  But  there  is  another  pos- 
sibility: live  donors.  There  were  1,822 
such  donors  of  kidneys  last  year  in  the 
U.S.  Increasingly,  there  are  more  live 
donations  of  bone  marrow  and  pieces 
of  liver;  like  blood,  liver  can  regener- 
ate to  produce  whole  organs  in  both 
donor  and  recipient. 

In  the  world's  poorer  countries, 
hospitals  rarely  have  the  equipment 
or  trained  staff  to  save  organs  for 
transplant.  Nor  can  most  of  these 
countries  afford  hemodialysis  facili- 
ties, thus,  in  effect,  sentencing  pa- 
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Pablo  Bartholomcw/Gamma-Liaison 


Kidney  transplarn  specialist  Dr.  K.C.  Reddy  in  Madras,  India,  counseling  potential  husband-and-wife  donors  with 
social  worker  (I.),  and  at  bedside  with  projective  transplant  recipient  and  his  donor  brother 
"Either  I  btty,  or  they  die." 


tients  with  kidney  failure  to  certain 
death.  In  the  case  of  kidney  failure, 
the  only  real  solution  in  many  poor 
countries  is  to  buy  a  kidney  from  a 
living  donor,  in  a  straightforward 
commercial  transaction. 

Consider  the  case  of  A.S.  Reddy,  a 
45 -year-old  corporate  secretary  at  the 
publishing  house  Orient-Longman  in 
Hyderabad,  India.  His  kidneys  failed 
three  years  ago.  None  of  his  siblings 
was  an  appropriate  donor.  Reddy  was 
fortimate  to  be  able  to  afford  private 
renal  dialysis  while  his  doctor,  K.C. 
Reddy  (no -relation),  looked  for  an  ap- 
propriate ^  donor.  After  just  three 
months  on  dialysis,  Reddy  was  suc- 
cessfully implanted  with  a  kidney 
from  Mrs.  Velangani  Vitalravi,  a  25- 
year-old  garment  factory  worker  and 
mother  of  two. 

"I  had  no  choice  but  to  pay  for  a 
kidney,"  the  recipient  says.  Surgeon 
K.C.  Reddy*  phrases  his  ethical  re- 
sponse in  this  way:  "Either  I  buy,  or 
they  die." 

What  about  the  lady  who  parted 
with  one  of  her  two  kidneys?  Mrs. 


Vitalravi  used  her  money  to  buy  a 
piece  of  land  in  her  home  town  of 
Ambattur,  just  outside  Madras,  where 
«he  plans  to  build  a  house  one  day. 
Her  husband  also  sold  one  of  his  kid- 
neys and  used  the  money  to  pay  off 
debts  and  cover  his  sister's  dowry  and 
wedding  costs. 

Dr.  Reddy,  who  did  the  operation, 
was  trained  in  Madras,  spent  a  year  at 
Sinai  Hospital  in  Baltimore,  worked 
for  five  years  in  hospitals  in  England 
and  ultimately  returned  to  India  in 
the  early  1980s.  His  transplant  team 
has  performed  more  than  600  trans- 
plants to  date — all  of  which  involved 
kidneys  obtained  from  living  donors, 
450  of  whom  were  unrelated.  Reddy's 
clinic  also  handles  the  financial  ar- 
rangements, in  order  to  exclude  mid- 
dlemen who  might  coerce  or  black- 
mail donors  to  sell  a  kidney. 

A  complete  operation  in  Dr.  Red- 
dy's clinic,  including  hospital  costs, 
testing  and  donated  organ,  costs 
$5,000  for  an  Indian  recipient,  or 
$8,000  for  a  foreigner.  (In  the  U.S.  a 
kidney  transplant  operation  typically 


costs  $51,000  and  is  covered  by  Medi- 
care.) Reddy  pays  kidney  donors 
$1,800 — about  six  times  the  average 
annual  wage  in  India. 

Thus  are  organs  literally  human 
capital.  According  to  Reddy,  one  kid- 
ney donor  bought  a  small  farm,  anoth- 
er set  up  shop  as  a  shoemaker,  a  third 
set  up  a  poultry  business.  Will  Ameri- 
cans seek  kidney  transplants  in  India 
and  other  places  where  the  organs  are 
available  if  the  supply  bottleneck  gets 
much  worse? 

"I  have  no  doubt  that  it  will  occur," 
says  Dallas  nephrolo^ist  Alan  Hull. 
"As  the  waiting  list  grows,  I  have  to 
say  to  patients,  'Look,  you  have  a  rare 
blood  type  and  you're  a  high  reactor. 
The  waiting  time  for  you  will  be  five 
to  ten  years,  which  is  longer  than  your 
life  expectancy,  so  while  I'd  love  to 
give  you  a  transplant,  I  don't  think  I 
can  offer  it  to  you.'  If  that  person  has 
money  and  there's  a  kidney  in  Bom- 
bay— their  chances  are  just  under  50- 
50,  let's  say — you  know  what  will 
happen.  They're  going  to  buy  one." 

Adds  Hull:  "When  you  bring  that 
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The  fetal  tissue  issue 


If  a  woman  has  the  right  to  abort  her  fetus,  should  she 
also  have  the  right  to  sell  the  valuable  fetal  tissue? 

Although  Ronald  Reagan's  Administration  ordered 
the  current  ban  on  federally  funded  fetal  tissue  trans- 
plant research,  this  work  is  advancing  in  private  labs. 
For  example,  Hana  Biologies  in  Alameda,  Calif,  has 
transplanted  cells  from  fetal  pancreases  as  experimen- 
tal treatments  for  diabetes.  Others  have  tried  to  treat 
Parkinson's  disease  using  fetal  brain  cells. 

The  largest  supplier  of  fetal  tissue  in  the  U.S.,  Exton, 


Pa.-based  International  Institute  for  the  Advancement 
of  Medicine,  contracts  to  take  fetuses  only  from  clinics 
where  women  have  signed  consent  forms  for  donating 
the  tissue. 

But  where  do  ethicists  draw  a  line?  Dr.  K.M.  Lai  in 
Hong  Kong  says  researchers  in  China  report  good  re- 
sults treating  diabetes  using  third-trimester  fetal  pan- 
creases in  transplants.  Such  atrocities  are  unthinkable 
in  the  U.S.,  where  late-pregnancy  abortions  are  illegal, 
except  where  the  mother's  health  is  at  stake.— R.B. 
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scenario  up  at  medical  society  meet- 
ings, no  one  wants  to  talk  about  it." 
Under  current  U.S.  law,  a  living  do- 
nor cannot  be  paid  for  his  or  her  organ, 
but  can  specify  who  is  to  receive  it. 
That  simply  means  that  most  live 


kidney  donors  are  related  to  the  recip- 
ients. Yet  doctors  will  tell  you  that 
illegal  compensation  is  sometimes 
exchanged. 

"The  fact  is  that  many  [living  do- 
nors] are  getting  compensated  under 
the  table,"  says  Dr.  Hull  of  Dallas. 
"Suddenly  a  [donor]  gets  a  new  busi- 
ness, or  a  new  house  or  a  new  car,  just 
after  he's  donated  to  his  nephew  or 
some  friend.  And  medicine  has  trou- 
ble with  that,  because  we  don't  want 
to  know  about  it."  Dr.  James  Light  of 


Washington,  D.C. -based  Washington 
Hospital  Center,  one  of  the  largest 
transplant  centers  in  the  nation,  esti- 
mates that  in  perhaps  15%  to  20%  of 
the  cases  between  living  related  do- 
nors, some  economic  benefit  is  ex- 
changed. 

It's  one  of  the  toughest  ethical  ques- 
tions in  medicine:  Doctors  want  more 
organ  donations,  but  they  don't  want 
to  see  kidneys  bought  and  sold  like 
cars  or  sides  of  beef. 

"I  would  look  for  ways  of  legalizing 


Frozen  storage 


It  is  illegal  to  sell  or  buy  solid  organs, 
but  Joseph  Feldschuh,  a  New  York  en- 
docrinologist, has  been  exploiting  the 
commercial  possibilities  of  other  human 
tissues  since  1974.  His  publicly  held 
Daxor,  Inc.  operates  one  of  the  world's 
largest  cryogenic  human  sperm  banks.  It 
also  runs  a  growing  business  in  frozen 
blood  storage  {Fokbes,  June  1,  1987). 

At  Daxor's  Idant  Laboratories  opera- 
tion in  midtown  Manhattan,  40,000 
units  of  semen  are  stored  in  plastic 
straws  in  gleaming  round  silver  tanks 
cooled  by  liquid  nitrogen  at  321  degrees 
below  zero  Fahrenheit.  Idant  claims  re- 
sponsibility for  over  15,000  pregnancies. 

Mixing  up  straws  can  have  disastrous 
consequences,  as  in  the  well-publicized 
case  on  Long  Island  in  which  a  white 
woman  who  wished  to  be  inseminated 
with  her  husband's  sperm  claims  she  was  instead  acci- 
dentally inseminated  with  the  sperm  of  a  black  man. 
Daxor  had  stored  the  husband's  sperm  and  shipped  it  to 
the  Long  Island  fertility  doctor,  who  performed  the 
insemination.  Both  the  doctor  and  Daxor  are  named  in  a 
lawsuit  charging  both  parties  with  negligence.  Daxor, 
however,  disclaims  any  responsibility. 

About  75%  of  Idant's  sperm  is  stored  by  donors  for 
themselves,  usually  men  who  are  about  to  be  rendered 
infertile  by  chemotherapy,  radiation  therapy  or  a  vasec- 
tomy. These  men  pay  an  initial  $90  processing  fee  and  a 
yearly  storage  fee  of  $24  per  unit 


Frt-clcnck  ('"h.irlr^ 


Daxor's  helchchuh 
and  associate, 
opening  semen  freezer 


young  men,  mostly  college  educated,  al- 
ways under  40,  who  are  put  through  a 
rigorous  screening  process.  One  donor 
says  he  made  $3,400  last  year. 

A  couple  seeking  artificial  insemina- 
tion pays  an  examination  fee  of  $285  and 
then  a  $100  insemination  fee  per  unit 
used.  Successful  insemination  can  take 
as  many  as  a  dozen  units,  so  the  fees  can 
add  up. 

Several  years  ago  Feldschuh 's  father 
contracted  hepatitis  from  a  blood  trans- 
fusion and  died  after  his  liver  was  de- 
stroyed. That  tragic  experience  prompt- 
ed Feldschuh  to  launch  a  new  blood 
banking  service  in  1985  to  freeze  and 
store  clients'  blood  for  their  own  future 
use.  Idant  charges  an  initial  $85  fee  for 
collecting  and  testing  blood,  plus  annual 
storage  fees  of  $96  and  $150,  respective- 
ly, for  the  plasma  and  the  red  blood  cells.  There  is  also  a 
$65  processing  fee  when  the  blood  is  used,  which  can  be 
up  to  ten  years  later. 

Financially,  Daxor  has  seen  better  days.  Fears  of  an 
AiDS-infectcd  blood  supply  in  the  mid-1980s  propelled 
Daxor's  stock  to  a  high  of  37  in  1987.  Last  year  it  lost 
$100,000  on  revenues  from  operations  of  just  $2.2  mil- 
lion. The  stock  recently  hit  its  alltime  low,  trading  at 
2yH  on  the  American  Stock  Exchange.  Daxor's  market 
value  of  $14  million  is  less  than  its  tangible  book  value. 
Why?  One  reason:  Feldschuh  is  going  through  a  messy 
divorce,  and  his  wife,  who  owns  10%  of  the  shares, 


The  other  25%  is  purchased  at  $50  per  specimen  from     might  dump  her  stock  on  the  market.— R.B, 
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Stafford  Kissell  &Paulsworth 


Dear  Jonathan, 

"How  are  you  gonna  keep'em  down  on  the  farm  after 
they  've  seen  Puree? ' ' 

Enclosed  is  an  application  for  employment  with  a  solid, 
little  company  called  Cornerstone.  They've  been  looking  for 
a  "heav7"  with  international  accounting  experience  to  run  the 
show.  The  pay  and  the  perks  are  great.  And,  oh  yeah,  their 
office  is  in  Paris ...  you  know,  Frsncfc 

This  could  be  the  opportunity  you're  looking  for.  It's  a 
young,  aggressive  group.  And,  if  all  works  out,  I'll  have  a 
friend  in  Paris.  N'est-ce  pas? 

Any  interest? 


SCHOOL      NAK 


7/?^ 


OKIDATA 

^^    an  OKI  AMERICA  company 


We  put  business  on  paper. 


OKIDMA  IS  a  leeistered  tiademaik  of  Oki  America.  Inc..  Maique  deposoe  de 
Oki  Amcnca.  Inc.  OKlU\SER™is  a  nademark  of  Olci  Electnc  Indusny  Co.  Lid. 
HP  IS  a  registered  trademaHt  of  Hewlett-Packard  Company 


Science  & 
Technology 


organ  sales,  and  knowing  all  that  I 
know  about  our  society,  I'd  do  it  with 
oversight  and  regulation,  so  that  no- 
body would  worry  about  it,"  says  H. 
Tristam  Engelhardt  Jr.,  a  bioethicist 
and  physician  at  Baylor  College  of 
Medicine  in  Houston. 

Current  law  says  that  no  money  can 
change  hands  for  an  organ.  Most  liv- 
ing donors  give  to  a  blood  relative, 
where  the  chances  are  greatest  of  a 
good  match.  Occasionally,  however. 


Supply  and  demand 


The  demand  for  organs  for 
transplant  patients  continues  to 
grow  rapidly,  while  the  supply 
has  been  stuck  at  around  4,000 
donors  for  the  past  four  years. 
Each  donor  can  supply  two  kid- 
neys, a  heart,  liver,  lungs  and 
pancreas.  Since  the  inception  of 
the  national  transplant  waiting 
list  in  October  1987,  the  num- 
ber of  patients  waiting  has  in- 
creased by  68%. 


Sources.  Battelle  Seattle  Research;  United  Net- 
work/or Organ  Sharing. 


people  who  are  not  blood  related — 
spouses,  friends,  lovers — are  capable 
of  donating.  But  before  they  can,  doc- 
tors want  to  satisfy  themselves  that 
the  donor's  motive  is  purely  altruis- 
tic. Dr.  Ronald  Ferguson,  a  nephrolo- 
gist  at  Ohio  State  University,  says  he 
looks  for  "some  sort  of  emotional  tie 
to  make  sure  that  the  kidney  is  given 
in  the  right  spirit." 

The  whole  issue  is  so  wrapped  in 
emotion  that  it  is  difficult  to  get  even 
rational  discussion.  When  Congress 
passed  the  National  Organ  Transplant 
Act  in  1984,  it  made  the  buying  and 
selling  of  organs  an  illegal  act  punish- 
able by  fines  of  up  to  $50,000  or  five 
years  in  prison,  or  both.  Reports  of 
foreigners  buying  their  way  to  the  top 
of  U.S.  transplant  lists  helped  mobi- 
lize support  for  the  legislation  and 
won  a  1986  Pulitzer  Prize  for  the  Pitts- 
burgh Press. 

In  Britain  recently.  Dr.  Maurice 
Bewick,  a  prominent  kidney  trans- 
plant surgeon,  was  suspended  from 
private  practice  for  two  years  by  the 
General  Medical  Council  after  he 
transplanted  a  kidney  into  a  Turkish 
man.  The  patient  had  paid  $4,000  to 
the  donor,  another  Turk,  who  had  ac- 
companied the  man  on  a  trip  to  Lon- 
don for  the  operation.  At  the  time  of 
the  operation,  the  transaction  was  not 
illegal  in  Britain,  although  the  British 
Transplantation  Society's  guidelines 
forbade  such  deals.  A  colleague  also 
lost  his  license.  Soon  after  the  case 
arose  in  January  1989,  the  British  Par- 
liament outlawed  the  purchase  of  or- 
gans for  transplantation. 

At  the  root  of  the  fundamental  ques- 
tions posed  by  transplants  are  the  great 
leaps  forward  in  the  area  of  drugs  that 
reduce  the  chances  that  the  recipient's 
body  will  reject  a  donated  organ.  Thus 
donors  and  recipients  need  not  worry  so 
much  about  matching  anymore. 

During  rejection,  the  human  im- 
mune system  tries  to  destroy  trans- 
planted organs  as  though  they  were 
invading  disease  organisms.  Two 
powerful  new  immunosuppressant 
drugs  not  yet  on  the  market  are  Syn- 
tex  Corp.'s  RS  61443,  and  FK  506, 
developed  by  Japan's  Fujisawa  Phar- 
maceutical. FK  506  is  50  to  100  times 
more  potent  in  controlling  transplant 
tissue  rejection  than  Sandoz  Ltd.'s  cy- 
closporine,  the  immunosuppressant 
whose  approval  in  1983  ushered  in  the 
modem  era  of  transplantation. 

Transplant  patients  must  take  im- 
munosuppressant drugs  like  cyclo- 
sporine  for  the  rest  of  their  lives.  A 
year's  supply  of  cyclosporine  A  costs 
between  $3,000  and  $7,000.  Eventual- 
ly, the  experimental  drugs  are  expect- 
ed both  to  lower  the  cost  of  cyclospor- 


Waiting  for  an  organ 


The  good  news  is  that  1,673 
heart  transplants  were  per- 
formed last  year;  the  bad  news 
is  that  another  1,598  patients 
are  still  waiting  for  a  heart. 
While  the  supply  of  donors  re- 
mains relatively  constant,  the 
waiting  lists  for  major  trans- 
plantable organs  keep  growing. 
A  lot  of  potential  recipients  will 
die  before  they  get  to  the  operat- 
ing room. 


Trans- 
Waiting    %  increase     plants 

list  since  in 

4/30/90      Oct  1987        1989 


Kidney 


17,163 


56% 


8,886 


Heart 


1,598 


167 


1,673 


Liver 


975 


137 


2,160 


Lung 


138 


885 


89 


Pancreas 


335 


885 


412 


Heart/lung 


257 


84 


70 


Source:  United  Network  for  Organ  Sliaring. 


ine  and  to  increase  further  the  likeli- 
hood of  a  transplant's  success. 

Technology  is  enabling  doctors  to 
keep  organs  longer  outside  the  human 
body.  A  new  preservation  solution, 
Viaspan,  developed  by  Dr.  Folkert 
Belzer  and  James  Southard  at  the  Uni- 
versity of  Wisconsin  and  now  market- 
ed by  Du  Pont,  will  let  a  donated 
organ  be  shipped  safely  for  longer  dis- 
tances than  ever  before.  Previously, 
livers  could  be  preserved  for  only  8 
hours;  now  they  can  be  preserved  for 
up  to  32  hours.  Clinical  trials  indicate 
that  hearts  can  be  preserved  12  hours 
instead  of  4.  And  with  kidneys,  Via- 
span has  shown  a  30%  reduction  in 
the  need  for  dialysis  after  a  transplant. 

One  of  the  most  recent  examples  of 
the  extraordinarily  difficult  ethical 
questions  raised  by  advances  in  trans- 
plant technology  is  the  case  of  baby 
Marissa  Ayala,  who  was  conceived 
expressly  to  provide  life-saving  bone 
marrow  for  her  sister  Anissa.  Anissa, 
1 7,  suffers  from  leukemia  and  needs  a 
marrow  transplant  to  survive.  Unfor- 
tunately, no  suitable  donors  have 
been  found.  Since  a  sibling's  marrow 
has  a  one-in-four  chance  of  matching 
Anissa's,  her  43-year-old  mother 
Mary  Ayala  decided  to  become  preg- 
nant. Last  month  Marissa  was  born, 
and  her  tissue  does  match.  Once  the 
baby  is  almost  six  months  old,  she 
will  be  able  to  donate  marrow  and 
possibly  save  her  sister's  life.  Will 
anybody  ask  the  baby? 

The  Ayala  case  is  not  unique. 
Bioethicist  Arthur  Caplan  of  the  Uni- 
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Mercedes  SL 


YovlW.  save  enough  with  Philips  SE  to  buy 
an  SL  from  a  different  manufecturer. 


Philips  SL*  Lamps  can  save  you  a  carload 
of  money.  Let's  say  you  have  a  5  00 
room  hotel.  If  you  put  SL*  Lamps  in 
your  corridors  alone,  you'll  save 
$66,000  over  the  life  of  the  lamps. 

That's  because  an  SL*  can 
reduce  energy  costs  by  an  amazing 
76%  compared  to  incandescents. 
Also,  they  last  up  to  13  times  longer 
than  incandescents,  so  you'll  save 
even  more  on  maintenance  costs.      Philips  SL* 


Philips  Lighting 


There  are  SL*  Lamps  for  general  lighting, 
high-hat  downlighting,  decorative  lighting  and  a 
brand  new  one  for  low  lumen  areas.  Each  fits 
right  into  an  ordinary  incandescent  socket  and 
produces  the  same  warm  light. 

To  find  out  more  about  Philips  incredibly 
efficient  SL*,  call  1-800-631-1259  and  talk  to  o  jr 
Lighting  Team.  Then  you  can  start  picking 
out  the  color  of  your  other  SL. 

It's  time  to  change  your  bulb™ 


PHILIPS 


^ 


PHILIPS 


Behind  the  "baby  parts"  story 


Despite  glasnost,  the  Soviets  still  indulge  in  the 
occasional  disinformation  campaign  against  the 
U.S.  Perhaps  none  is  quite  so  bizarre  as  the  many 
allegations  in  Pravda,  Izvestia  and  Tass  news  releases 
that  Americans  are  importing  Latin  American  children 
and  using  their  body  parts  for  organ  transplants. 

Charges  of  trafficking  in  "baby  parts"  first  appeared 
in  Honduras  in  January  1987.  Since  then  the  story  has 
been  reported  by  newspapers,  radio  and  television  in 
more  than  50  countries.  The  original  source  of  the  story 
was  Leonardo  Villeda  Bermudez,  former  Secretary  Gen- 
eral of  the  Honduran  Committee  for  Social  Welfare.  On 
Honduran  television  he  said:  "Several  years  ago,  some 
social  workers  told  me  that  foreign  parents  were  com- 
ing to  adopt  children.  .  .  .  And  what  would  happen? 
These  children  would  be  taken  to  be  sold  for  parts." 

When  questioned  by  other  reporters  later,  however, 
Villeda  Bermudez  repudiated  his  statements,  saying 
that  he  had  merely  heard  unconfirmed  rumors.  Offi- 
cials of  the  Honduran  Social  Welfare  Committee  em- 
phatically denied  that  any  trafficking  in  babies  for  or- 
gan transplants  had  occurred. 

But  the  following  April,  Pravda  revived  the  story  that 
thousands  of  Honduran  children  had  been  sent  to  the 
U.S.  to  be  used  as  organ  donors  for  children  from  rich 


families.  Pravda's  story  was  picked  up  by  several  Indian 
newspapers  and  by  the  French  Communist  Party's! '//?<- 
rnanite  under  the  headline:  "Child's  Heart  for  Sale: 
Children  in  Honduras,  Guatemala  and  El  Salvador  Ab- 
ducted and  Sold  to  Secret  Laboratories  in  the  United 
States." 

Another  story,  published  in  July  in  Izvestia,  claimed 
that  Guatemalan  cliildren  were  being  butchered  by 
American  doctors  "for  saving  U.S.  children."  The  story 
was  picked  up  in  the  media  in  Switzerland,  the  Domini- 
can Republic,  the  Netherlands  and  Canada. 

By  mid- 1987,  leftist  members  of  the  European  Parlia- 
ment were  questioning  the  European  Community 
Commission  about  whether  Third  World  children  had 
been  used  as  sources  of  replacement  organs. 

The  State  Department,  the  fbi.  United  Network  for 
Organ  Sharing,  the  Surgeon  General  and  a  variety  of 
foreign  organizations  have  all  investigated  these  ru- 
mors and  found  nothing  to  support  them.  Why,  then,  is 
the  "baby  parts"  story  so  widely  reported?  Todd  Lev- 
enthal,  the  policy  officer  on  Soviet  Disinformation  in 
the  U.S.  Information  Agency,  hazards  a  guess:  "Ad- 
vances in  organ  transplantation  combined  with  social 
anxieties  about  transplantation  contribute  to  the  pub- 
lic's receptivity  to  this  myth." — R.B. 


Science  & 
Technology 


versity  of  Minnesota  says  he  knows  of 
at  least  30  cases  of  children  conceived 
to  supply  marrow  to  their  siblings. 

Why  is  it  perfectly  legal  to  sell  so- 
called  soft  tissues  like  blood  and  se- 
men in  the  U.S.  (see  box,  p.  368),  but 
illegal  to  sell  fetal  tissue,  bone  mar- 
row, corneas  or  solid  organs  outright 
for  transplant? 

As  is  usual  with  difficult  moral 
questions,  decision  making  is 
passing  by  default  to  the  courts. 
In  1988  the  California  Court  of 
Appeals  ruled  that  a  patient  has  a 
property  interest  in  his  cells.  It 
did  not  rule  on  whether  the  pa- 
tient was  entitled  to  compensa- 
tion and  it  refrained  from  legaliz- 
ing free  trade  in  body  parts. 

The  patient,  John  Moore,  had 
his  malignant  spleen  removed. 
His  physician  at  the  University  of 
California  at  Los  Angeles  found 
that  cells  from  his  spleen  pro- 
duced a  protein  that  was  effective 
in  fighting  a  kind  of  leukemia. 
Moore  asserted  that  the  doctor 
profited  by  selling  a  cell  line  cul- 
tured from  Moore's  cells  to  Ge- 
netics Institute,  a  Boston  biotech 
firm,  and  its  partner,  Sandoz.  Ge- 


netics Institute  appealed  the  appeals 
court  ruling.  A  hearing  was  held  last 
month  before  the  California  Supreme 
Court,  and  the  case  is  still  pending. 

Should  transplantable  hearts,  kid- 
neys, bone  marrow  and  other  organs 
be  treated  by  the  law  similarly  to  the 
way  blood  is  treated?  Despite  the 
extraordinary  success  of  the  Red 
Cross  in  producing  voluntary  blood 
donations,  it  is  easy  to  forget  that 
there  is  still  a  successful — and  safe — 
commercial  plasma  industry  in  this 
country.  Plasma  is  also  a  source  of 
export    income.    The    U.S.    supplies 


Baylor's  H.  Tristam  Engelhardt  Jr 
Legalize— and  regulate — organ  sales. 


60%  of  the  world's  $2-billion-per- 
year  plasma  market.  Countries  rely- 
ing solely  on  voluntary  blood  collec- 
tions, such  as  Britain  and  Japan, 
must  import  commercial  American 
^plasma  in  order  to  overcome  their 
shortages. 

Increasing  the  supply  of  blood  plas- 
ma through  a  combination  of  volun- 
tary and  commercial  means  may 
point  the  way  for  increasing  the  sup- 
ply of  transplant  organs.  The  current 
system,  relying  as  it  does  exclusively 
on  altruism,  is  unable  to  end  the 
shortage.  It  is  time  for  the  transplan- 
tation community,  policymakers 
and  the  public  at  large  to  consider 
seriously  proposals  that  will  in- 
vest private  property  rights  in  ca- 
daver donors'  families  and,  in  the 
case  of  bone  marrow  and  perhaps 
livers  and  kidneys,  in  the  donors 
themselves. 

Dr.  J.  Wesley  Alexander,  a 
transplant  surgeon  who  chairs 
the  United  Network  for  Organ 
Sharmg  donations  committee, 
says,  "I  think  that  when  push 
comes  to  shove,  the  public  has  to 
make  a  decision  as  to  whether 
they  would  rather  see  people  die 
on  dialysis  while  leading  a  fairly 
unsatisfactory  life  ...  or  to  allow 
the  buying  and  selling  of  human 
organs."  It  is  an  excruciatingly 
difficult  decision,  like  most 
thrown  up  by  modern  medicine's 
miracle  workers.    ■ 
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In  praise  of  versatility. 


\ 


Crossbill 


Spoonbill 


Some  birds  catch  fish.  Some 
bore  for  insects.  Still  others 
filter  their  food  from  water. 
They're  not  all  of  a  feather  and 
nature  has  endowed  each 
species  with  a  Beak  specially 
adapted  to  its  need.  But  no 
matter  what  its  shape  or 
function,  each  beak  is  made 
of  the  same  material. 
. Glass  is  another  ma- 


extraordinary  variety  of  spe- 
cially adapted  forms,  func- 
tions and  properties.  Schott 
proves  it  every  day. 

We've  developed  glass 

that  transmits  laser  beams, 
glass  that  purifies  sewage, 
glass  that  withstands  a  wide 
range  of  temperatures. 

In  fact,  with  more  than 

50,000     products,     Schott 


terial  that  can  take  on  an       produces  special  glass  that 


has  even  more  applications 
than  nature's  solution.  After 
all,  there  are  only  about  8,600 
species  of  birds. 

Schott  worldwide:  50 

production  facilities,  repre- 
sented in  more  than  100 
countries,  with  over  $1  billion 
in  sales. 

Schott  in  North  Amer- 
ica: 11  companies  employing 
more  than  1,800  people. 


Would  you  like  to  know 

more  about  our  special 
glass?  Write  to:  Schott  Cor- 
poration, Dept.  F17,  3  Odell 
Plaza,  Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


Insights 


Commentary  by  Michael  Gianturco 


GOOD  NEWS  IS  GOOD  NEWS 


High-tech  earnings  reports  for  the 
current  quarter  are  at  their  flood 
tide.  It  is  possible,  on  the  basis  of 
reports  in  hand,  to  identify  some 
attractive  buys. 

Science  and  technology  issues 
have  a  special  quality:  They  move 
up  and  down  in  a  predictable  way 
with  the  economy.  They  are  less 
touched  by  inflation  and  interest- 
rate  fears  than  are  blue-chip  stocks 
like  those  making  up  the  Dow  Jones 
industrial  average.  Many  technol- 
ogy companies  are  cash  rich  and 
debt  free,  and  can  actually  benefit 
from  moderately  higher  interest 
rates.  All  of  them  can  benefit  from 
the  better  business  climate  signaled 
by  renewed  vigor  in  the  manufac- 
turing sector. 

By  contrast,  good  news 
often  seems  bad  news  and 
vice  versa  to  the  Dow 
stocks.  As  an  illustration, 
note  that  the  recently  re- 
leased purchasing  mana- 
gers' report,  which  was 
quite  bullish  on  the  econ- 
omy, instantly  opened  a 
trapdoor  under  the  bond 
market  and  arrested  a  ral- 
ly in  the  Dow.  Yet  it  si- 
multaneously gave  a  solid 
boost  to  the  Nasdaq  in- 
dustrials. The  complex 
double-think  one  must 
apply  these  days  to  the 
Dow  companies  does  not 
really  make  sense  for  the  smaller- 
capitalization  technology  stocks. 
For  them,  good  news  for  the  econo- 
my is  good  news — period. 

The  market  for  science  and  tech- 
nology stocks  has  retreated  in  re- 
cent weeks.  It  often  stalls  at  this 
time  of  the  year:  The  stocks  typical- 
ly rise  through  the  winter  and  cor- 
rect in  the  spring.  The  infamous 
January  Effect  accounts  for  the 
rise — perhaps  the  annual  April  sell- 
off  is  an  inevitable  aftereffect. 

As  the  current  quarter's  results 
have  been  made  public,  the  science 

Michael  Gianturco  is  president  of  The 
Princeton  Portfolios,  a  Neu>  Jersey  asset 
management  firm,  and  edits  The  Top  Ten, 
its  weekly  computerized  newsletter  on 
int^estments  in  science  and  technology. 


and  technology  stocks  have  been 
sold  down  steadily.  With  the  medi- 
an price/earnings  ratio  for  the  group 
hovering  around  1 7,  however,  these 
stocks  are  hardly  in  the  wildly  spec- 
ulative category,  and  I  am  not  much 
concerned  about  the  downside.  A 
median  p/e  of  25  would  mark  a  dic- 
ey market,  but  17  is  pretty  safe. 

At  The  Princeton  Portfolios  we 
maintain  a  database  of  the  top  100 


Which  are 

the  real  bargains? 

P/E 
ratio 

Profit 
margin 

Revenue 
growth 

Earnings 
growth 

Altera  Corp  (O) 

17 

17.70% 

39.00% 

25.00% 

Borland  International  |0) 

16 

12.00 

34.42 

70.58 

Cabletron  (N) 

16 

19.81 

61.64 

43.75 

Cadence  Design  Systems  (O) 

21 

19.47 

57.58 

31.81 

Candela  Laser  Corp  (O) 

18 

12.61 

55.13 

229.41 

Dallas  Semiconductor  (N) 

15 

13.74 

39.59 

44.44 

Knowledge  ware  Inc  (0| 

20 

14.60 

134.33 

33.33 

Rainbow  Technologies  (0| 

16 

16.68 

40.51 

26.08 

Symantec  |0) 

18 

14.28 

27.45 

257.89 

Weitek  Corp  (O) 

22 

14.04 

42.05 

38.88 

O:  over-the<ounter  N:  N^'SE 

science  and  technology  stocks,  se- 
lected on  the  basis  of  revenue 
growth  for  the  quarter.  Each  day,  as 
fresh  earnings  reports  come  in,  su- 
perior performers  are  added  to  this 
pool  of  100  stocks,  and  weaker 
stocks  "fall  out  the  bottom."  At  this 
point,  about  200  stocks  have  been 
entered,  so  the  top  100  just  now 
represent  the  top  half,  by  sales 
growth,  of  all  the  science  and  tech- 
nology companies  reporting  to  date. 
The  median  aftertax  net  income 
for  stocks  in  this  group  today  is 
about  8%  of  sales,  and  a  remarkably 
high  proportion  of  the  companies 
are  netting,  this  quarter,  15%  or  bet- 
ter. So  far,  14  companies  show  reve- 
nue growth  at  least  double  that  of 
the  year-ago  quarter;  of  these,  1 1  are 
big  enough  that  their  doubling  of 


revenue  represents  something  more 
than  just  an  arithmetically  easy  ac- 
complishment. In  sum,  the  science 
and  technology  group  looks  robust. 
Stocks  that  look  particularly  in- 
teresting to  me  as  candidate  buys  on 
the  basis  of  the  newly  reported  quar- 
terly results  are  presented  in  the 
table  below. 

The  stocks  on  this  short  list  are 
selected  according  to  several  crite- 
ria: high  profitability,  high  sales 
growth,  insignificant  debt  levels, 
price/earnings  ratios  near  the  medi- 
an, and  relatively  low  price/sales  ra- 
tios. They  are  the  bargains  of  the 
current  quarter's  reporting  compa- 
nies in  the  technology  group. 

Why?  Altera,  Dallas  Semicondidctor 
and  Weitek  are  semiconductor 
stocks,  and  are  therefore 
not  very  fashionable.  A 
few  are  (relatively)  new  is- 
sues: Such  stocks  often 
must  traverse  a  hangover 
period  as  their  novelty 
value  wears  off.  Examina- 
tion of  several  reveals  that 
there  has  been  a  spring 
wave  of  insider  selling. 
Rainbow  faces  increasing 
competitive  pressure. 
And  one,  Dallas  Semicon- 
ductor, is  involved  in  a 
patent  infringement  suit. 
Such  problems  are  in 
the  nature  of  bargain 
stocks — there  is  usually  a 
clear  reason  the  price  is  lower  than 
one  might  expect.  In  each  case,  the 
question  is:  Is  the  price  depressed 
sufficiently  to  have  discounted  the 
apparent  problem? 

From  this  list  we  purchased 
Knowledgeu'are,  an  Atlanta-based 
CASE  software  company,  at  about 
$19.75  for  customer  accounts.  I 
think  the  problem  with  Knowl- 
edgeware  is  low  visibility — no  real 
problem  at  all.  Here  is  a  difficulty 
that  solves  itself.  Among  the  rest,  I 
would  keep  an  eye  on  norland  (14) 
as  a  potential  buy  and  as  an  indica- 
tor for  strength  in  the  group,  as  it 
appears  to  be  a  solid  value. 

Earnings  are  still  coming  in,  so 
our  "bargain"  list  changes  from  day 
to  day.  But  on  evidence  in  hand  I 
would  say  things  are  looking  up.  ■ 
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The  NP6650.  Award  for  Excellent  Overall  Copy  Quality 

"The  NP8580.  Best  Overall  Performance  based  on 

Hands-On  Evaluation" 

-Datapro  1/89 

"Most  Outstanding  Copier-Overall.  NP8580" 

The  Canon  NP6650  is  the  mid-volume  copier  of  choice' 

"The  lab's  ever-skeptical  technicians  were  impressed 

with  its  (the  NP1215)  performance" 

-Buyer's  Lab  5/89 


«. 


The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 


When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 

The  reviews  are  in.  When  it  comes  to  business  copiers,  the  choice  is  Canon. 

Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 

our  over  5  million  copiers  produced  worldwide  prove  it. 


Oirtioii 

THE  CHOICE  IS  CANON 


For  more  information,  call  toll  free  1-800-OK  CANON.  Or  write  Canon  U.S.A.,  Inc..  PO  Box  3900  Peoria.  IL  61614 


1989  "Manufacturer  of  the  Year" 

^  Awarded  by  rtationai  Office  Macrune  Deaiers  Association 

to  Canon  USA  mc  tor  outsUndmg  dealef  suopon 


Han  lord  Open 
June  28-Juty  1  or  *n 
rt  on  C8S  Tetevisjon 


Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Can  Steve  win? 


Golden  Nugget  Chairman  Steve  Wynn 
Boxing  promoter  on  the  ropes. 


Flor  Stephen  Wynn,  tigers  on  the 
premises  and  volcanoes  erupting 
on  the  grounds  are  not  enough.  The 
chairman  of  Golden  Nugget  Inc.  is 
still  searching  for  new  ways  to  help 
cover  the  estimated  $l-million-a-day 
cost  of  running  the  Mirage  in  Las  Ve- 
gas. So  Wynn  has  taken  on  one  of 
America's  most  impenetrable  cartels: 
the  boxing  promotion  business. 

The  move  makes  some  sense.  A 
championship  bout  can  bring  in  up  to 
$5  million  for  the  promoter.  What's 
more,  after  spending  over  $630  mil- 
lion to  build  the  Mirage,  Wyim  still 
has  to  fight  for  customers.  Boxing  is 
one  of  the  few  events  that  can  make  a 
casino  stand  out  amid  the  gaming  in- 
dustry's deafening  daily  roar  of  hype. 

Wynn  landed  the  first  punch  in  Feb- 
ruary, after  Buster  Douglas  knocked 
out  reigning  heavyweight  bulldozer 
Mike  Tyson  in  Tokyo.  Douglas 
fought  Tyson  under  contract  to  pro- 
moter Don  King.  Wynn  offered  the 
new  champ  a  sweet  deal — condi- 
tioned on  Douglas'  getting  free  of  any 
contractual  obligations  to  King. 
Douglas  would  get  a  minimum  of  $50 
million  to  let  Wynn  promote  two  title 
defenses  at  the  Mirage.  Wyrm  threw 
in  options  on  100,000  shares  of  Gold- 
en Nugget  stock,  worth  some  $2  mil- 


lion at  the  time.  Douglas  would  get 
the  options  after  his  second  fight. 

The  boxing  establishment  charged 
into  the  ring  and  began  pummeling 
Wynn  with  legal  counterpunches. 
King  is  suing  both  Douglas  and  Wynn. 
Another  boxing  promoter.  Main 
Events,  sued  to  protect  the  interests  of 
its  heavyweight,  Evander  Holyfield, 
who  also  wants  to  fight  Douglas.  Even 
Donald  Trump  fired  off  a  suit  (quickly 
dismissed),  claiming  that  Wynn's  bid 
for  Douglas  had  knocked  out  Trump's 
plan  for  a  Douglas-Tyson  rematch. 

Tied  up  in  the  courts,  Wynn  isn't 
doing  too  well  in  the  ring,  either.  The 
Trump  Plaza  has  booked  three  of  this 
summer's  major  fights,  while  Caesars 
Palace  in  Las  Vegas — traditionally  the 
top  boxing  venue — has  weighed  in 
with  three  bouts  of  its  own.  Mean- 
while, Wyrm  has  managed  to  promote 
just  one  fight  at  the  Mirage — a  yawner 
featuring  middleweight  champ  Mi- 
chael Nunn. 

Says  top  fight  promoter  Bob  Arum; 
"Nobody  is  dealing  with  Wynn,  be- 
cause he's  demeaned  the  role  of  the 
promoter."  Demeaned,  of  course, 
means  "challenged,"  but  a  contender 
has  to  make  a  challenge  stick.  Wynn 
is  far  short  of  doing  so.— Joel  Millman 


Chicken  trouble 

Louisiana's  Alvin  Copeland  is  one  of 
I  the  biggest  operators  in  the  fast- 
food  chicken  business — for  now.  Last 
year  Copeland,  owner  of  Popeyes 
Famous  Fried  Chicken  (740  outlets), 
paid  $416  million  for  struggling 
Church's  Fried  Chicken  (1,370  loca- 
tions). That  shot  his  privately  held  Al 
Copeland  Enterprises  into  second 
place,  in  terms  of  stores,  behind  Pepsi- 
Co's  Kentucky  Fried  Chicken. 

But  the  merger  has  given  Copeland, 
46,  a  bad  case  of  indigestion.  For  1989 
Copeland  Enterprises  reported  nega- 
tive operating  cash  flow  of  $11  mil- 
lion, a  pretax  loss  of  $58  million  and  a 
net  loss  of  $39  million. 

What  happened?  To  buy  Church's, 
Copeland  took  on  nearly  a  half-billion 
dollars  in  debt  but  threw  in  almost  no 
new  equity,  leading  to  a  negative  cor- 
porate net  worth  that  is  still  moving 
further  into  the  red.  Late  last  year, 
once  all  the  debt  was  in  place,  con- 
cerns about  the  levels  of  fat  and  cho- 
lesterol in  fried  chicken  received  fresh 
publicity.  Copeland  tried  raising  $36 
million  by  selling  Church's  outlets  to 
their  managers.  But  he  overpriced  the 
stores,  and  only  $21  million  came  in. 

Although  worried  lenders  have  re- 
structured much  of  his  debt,  Cope- 
land still  must  find  $264  million  by 
the  end  of  1993  to  repay  the  principal. 
He  intends  to  mortgage  his  unencum- 
bered real  estate;  that  may  quiet  the 
big  lenders  for  now  but  will  increase 
debt  over  the  long  term.  Copeland, 
who  declined  to  speak  to  Forbes,  has 
said  he  will  increase  operating  effi- 
ciency and  will  introduce  new  menu 
items,  including  an  improved  biscuit. 
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Iried-chtckcn  o/H'rator  Alvin  Copeland 
A  bad  case  of  indigestion. 
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Photographed  in  Nantucket,  Massachusetts 


IF  YOUR  RETIREMENT  ISN'T  FAR  OFF,  YOUR  FINANCIAL 

PARTNER  SHOULD  BE  CLOSE  AT  HAND. 

Providing  for  retirement  can  be  an  occupation 
in  itselE  But  our  representatives  can  make  the 
job  easier. 

They'll  help  you  figure  out  how  much  yearly 
income  you'll  need  for  a  comfortable  retirement 
•  and  how  to  maximize  your  retirement  portfolio. 

They'll  even  help  you  accelerate  your  program  if 
you  started  late. 

Call  1-800-552-2448,  Ext.  853  for 
our  free  booklet,  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Secure 
Retirement."  It  covers  annuities,  pension 
plans,  and  401(k)s,  and  explains  which 
options  offer  the  most  secure  savings  and 
the  most  dependable  income. 

That  way,  when  it's  time  to  finish  working  at 
one  job,  you  won't  have  to  start  another. 

The  New  Engjand.  Your  Financial  Partner, 
Your  Financial  Future. 


Qq  The  New  England 

mWI      Your  Financial  Partner 


® 


The  name  "The  New  England"  and  the  monogram  are  registered  service  marks  of  New  England 
Mutual  Life  Insurance  Company,  Boston,  Massachusetts. 


Faces 

Behind  the  Figures 


With  all  that  debt — last  year's  interest 
bill  was  $56  million — it'll  have  to  be 
one  amazing  biscuit  to  do  much  good. 
In  two  years  Copeland,  a  speedboat 
racer,  has  taken  more  than  $17  mil- 
lion out  of  the  company,  much  of  it  in 
salary  and  recipe  royalties.  His  advis- 
er on  the  Church's  deal,  Wasserstein, 
Perella  8k  Co.  Inc.,  led  by  Bruce  (Bid 
'em  Up)  Wasserstein,  got  $8  million 
for  its  services.  Fees  for  all  the  deal- 
makers  in  the  Church's  merger  to- 
taled $57  million,  a  fatty  14%  of  the 
deal's  value. — William  P.  Barrett 


Money  they 
couldnt  refuse 

Tlo  boost  their  magazine  business, 
the  media  mavens  at  Time  Warner, 
Inc.  have  gone  acquiring.  In  March 
Time  Warner  agreed  to  pay  $225  mil- 
lion to  buy  Menlo  Park,  Calif. 's  Lane 
Publishing  Co.  from  L.W.  (Bill)  Lane 
Jr.,  70,  and  his  brother  Melvin,  67. 
The  purchase  price  is  nearly  3  times 
Lane's  sales  and  15  times  estimated 
pretax  earnings.  The  deal  is  expected 
to  close  late  this  month. 

Lane  publishes  books  and  produces 
videos  and  corporate  films,  but  what 
Time  Warner  really  wanted  was  the 
Lanes'  prize  property.  Sunset  maga- 
zine. For  92  years  Sunset  has  catered  to 


Japanese  clothing  merchants  Taiken  and  Haruko  Takaku 
Into  a  towigher  tjoorld. 


Jamie  Tanaka 
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Longtime puhlishers  Melvin  and  Bill  Lane 
But  wUl  Time  Warner  be  so  lucky? 


affluent  middle-aged  couples  in  13 
western  states  who  want  practical 
tips  on  gardening,  cooking,  home  im- 
provement and  travel.  "Sunset's  arti- 
cles tell  the  readers  what  to  do,  and 
the  ads  tell  them  what  to  do  it  with," 
explains  Melvin  Lane. 

Why'd  they  sell?  Apparently  be- 
cause Time  Warner  threw  so  much 
money  at  them  they  couldn't  refuse. 
"None  of  our  kids  has  enough  busi- 
ness experience  to  replace  us,"  says 
Bill  Lane.  "But  if  we  hadn't  gotten  a 
great  price,  we  wouldn't  have  done 
the  deal." 

Whether  Time  Warner  will  make  a 
good  return  on  its  investment  re- 
mains to  be  seen.  Sunset's  circulation 
(at  1.4  million)  and  ad  pages  (1,503  in 
1989)  have  flattened  as  women  have 
moved  into  full-time  jobs  and  youn- 
ger families  havi  devoted  less  time  to 
household  pursuits.  Competition  has 
also  grown  more  fierce.  In  this  year's 
first  quarter,  weak  for  most  maga- 
zines, Sunset's  ad  pages  fell  8%.  It's 
understandable,  then,  why  the  broth- 
ers Lane  were  willing  to  take  $225 
million  in  cash  and  preferred  stock  for 
an  asset  that  their  father  bought  for 
$65,000  in  1928.— Ralph  King  Jr. 


Clothes  make  the  man 

Has  the  woozy  Tokyo  stock  market 
shut  the  wallets  of  Japanese  con- 
sumers? No,  says  Taiken  Takaku, 
president  of  Taka  Q  Co.,  Ltd.,  Japan's 
top  retailer  of  men's  clothing.  "Japa- 
nese men  are  not  interested  in  dis- 
count sales,"  he  says.  "Instead  of  buy- 


ing two  cheap  suits,  they  buy  one 
better-looking  suit  for  the  same 
price." 

Takaku,  78,  a  onetime  bureaucrat 
in  the  Ministry  of  Education,  opened  a 
small  clothing  store  in  1950  in  Tokyo 
with  his  wife,  Haruko,  now  vice  presi- 
dent of  the  company.  After  visiting 
the  U.S.  to  study  American  retailing, 
Takaku  decided  that  franchising  was 
the  best  way  to  grow.  Today  there  are 
313  Taka-Q  shops  in  major  Japanese 
cities,  situated  mostly  in  shopping 
centers  or  train  terminals.  Taka-Q 
had  $620  million  in  sales  last  year; 
Takaku's  family's  32%  stake  is  worth 
$220  million. 

Along  with  its  own  labels,  Taka-Q 
sells  Japanese  and  foreign  designer 
merchandise,  including  Alexander  Ju- 
lian and  Charivari.  "The  sophisticat- 
ed taste  of  foreign  brands  attracts  Jap- 
anese; I  needed  them  to  upgrade  the 
image  of  our  merchandise,"  says  Ta- 
kaku. An  upgraded  image,  of  course, 
means  upgraded  prices  and  profits:  A 
two-piece  pinstriped  wool  suit  runs 
from  $270  to  $1,400  at  Taka-Q. 

Emboldened  by  his  success  with 
shoppers  at  home,  Takaku  is  expand- 
ing abroad.  He  has  several  Taka-Q 
shops  in  Hong  Kong  and  a  majority 
stake  in  Wilkes  Bashford,  a  men's 
store  in  San  Francisco.  Takaku  says 
that  ten  midsize  U.S.  retailers  have 
recently  asked  him  to  buy  them  out. 
"Within  a  year,  I  will  buy  five  to  six  of 
them,"  he  boasts,  with  little  apparent 
recognition  that  very  few  Japanese  re- 
tailers have  succeeded  in  the  tough 
U.S.  market. — Hiroko  Katayama 
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Just  fill  out  the  postage-paid  reader  service  card  at  the  end 
of  this  section  or  call  Toll  Free  1-800-848-1991. 


ystem  I 
ation  Nc 
^are  He 
y  PLY  ( 
Safety- K 
ncorpon 
Corpora 
kee  En 
:.  Amer 
ated  Ape 
mufactu 
Tiunicat 
ana  Elec 
echnoloj 
s.  Inc. 
Gold  M 
FlightSc 
ehabilita 
Inc.  Health  Images,  Inc.  HEALTHSOUTH  Rehabilitation  Corporation  Hilb,  R 
lamilton  Company  Houston  Industries  Incorporated  Imo  Industries  Inc.  Imp< 
;  Corporation  Kelly  Services,  Inc.  Kemper  Corporation  Knight-Ridder,  Inc.  Laf 
ation  LDI  Corporation  Lilly  Industrial  Coatings,  Inc.  Lyondell  Petrochemical  Con 
IIA  MasQo  Corporation  Masco  Industries  Mellon  Bank  Corporatior.  Minnesota  Pc 
ingland  Electric  System  New  Generation  Foods,  Inc.  NORD  Resources  Corpora 
k  Southern  Corporation  Northeast  Utilities  NYNEX  OMI  Corp.  Overseas  Shiphoh 
,  Inc.  PacifiCare  Health  Systems,  Inc.  Pennsylvania  Power  &  Light  Co.  Phi 
Bum  Company  PLY  GEM  Industries,  Inc.  Portland  General  Corporation  Queens 
rces  Ltd.  Safety-Kleen  Corp.  Solid  Gold  Capital  Corp.  Southwestern  Bell  Corpora 
ix  Incorporated  Telephone  &  Data  Systems,  Inc.  Transamerica  Corporation  Un 
:rial  Corporation  USLICO  Corporation  USLIFE  Corporation  U.S.  Precious  Metals, 
e  Energy  System,  Inc.  Zero  Corporation  ADVANTA  Corp.  American  Biodynamics 
can  Brands,  Inc.  American  Express  Company  AMERITECH  AMETEK  AMP  Inco 
Apache  Corporation  Applied  Materials,  Inc.  Arch  Petroleum  Inc.  BALDOR  E 
facturins^orporation  Bell  Atlantic  BFCE  BP  Brush  Wellman  Inc.  CAM-NET  Com 


I 


ADVERTISEMENT 


ADVANTA  Corp. 

ADVANTA's  mission  is  to  be  a  strong 
national  marketer  of  three  basic  credit 
products  including  credit  cards,  home 
equity  loans  and  small  ticket  equip- 
ment leases.  We  cross-sell  insurance 
products  and  also  direct  market  con- 
sumer deposit  products.  We  currently 
serve  almost  1.4  million  customers  na- 
tionwide. At  year-end  1989,  ADVANTA 
(NASDAQ:  ADVN)  serviced  assets  of 
$1.9  billion  and  had  record  earnings  of 
$12  million,  or  $1.26  per  share. 


1 


AMERITECH 


Ameritech's  communications  business- 
es serve  12  million  customers  in  Illi- 
nois, Indiana,  Michigan,  Ohio  and  Wis- 
consin. It  provides  products  and  ser- 
vices in  cellular  mobile  communi- 
cations, paging,  lease  financing, 
directory  publishing,  voice  messaging, 
and  audiotex.  In  1989,  Ameritech's  re- 
turn to  equity  was  15.8%  and  net  in- 
come was  $1.24  billion. 


American  Biodynamics 
Inc. 


American  Biodynamics  Inc.  (NAS- 
DAQ:BDYNF)  The  Company  currently 
markets  a  line  of  implantable  surgical 
tissue  and  bone  graft  material  in  the  U.S. 
and  Canada.  Through  its  Research  and 
Development  efforts  the  Company  has 
developed  a  new  method  for  separation  of 
blood  components.  The  most  immediate 
application  for  this  proprietary  technol- 
ogy is  autotransfusion  followed  by  thera- 
peutic apheresis.  Autotransfusion,  which  is  the  salvage,  processing 
and  reinfusion  of  blood  lost  during  surgery,  is  the  Company's  first 
plaimed  application.  Patent  coverage  has  been  received  on  the 
PlateletPlus®  filter,  a  key  element  of  the  system.  Market  2 
introduction  is  planned  for  1991. 
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AMETEK 

AMETEK  (AME)  recorded  strong  growth 
last  year  as  it  rebuilt  its  revenue  base 
after  spinning  off  one-third  of  its  busi- 
ness at  the  end  of  1988.  In  1989  it 
increased  its  aircraft  instrument  busi- 
ness 200%,  added  30%  to  electric  motor 
manufacturing  capacity,  while  export 
sales,  especially  its  drinking  water  filter 
systems,  were  up  more  than  20%. 

Sales  for  the  year  gained  13%  to  $588 

million  with  another  -I- 15%  forecast  for 

line  will  begin  to  benefit  from  this 
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^~|  American  Brands,  Inc. 


American  Brands,  Inc.  is  a  global  con- 
sumer products  holding  company  with 
four  core  businesses — tobacco,  distilled 
spirits,  life  insurance  and  office  prod- 
ucts and  an  emerging  core  business  in 
hardware  and  home  improvement  prod- 
ucts. Specialty  businesses  include  golf 
and  leisure  products  and  optical  goods 
and  services.  In  1989,  earnings  per 
Common  share  from  continuing  opera- 
tions rose  20%  to  a  record  $6.51. 


AMP  Incorporated 

15%  compound  annual  growth  rate  and 
21%   ROE  for  over  30  years.  Outlook 
good  for  continued  growth.  9%  of  sales 
spent  on  RD&.E  ($253  mil  in  1989). 
Sales 


(Mil) 

EPS 

Div. 

1989 

$2,797 

$2.63 

$1.20 

1988 

2,670 

2.96 

1.00 

1987 

2,318 

2.31 

.85 

1986 

1,933 

1.52 

.74 

1976 

522 

.47 

.13% 

Steady  Growth — through  new  products  and  markets.  Sales  up  all 
but  4  of  48  years.  80%  of  sales  electronics  oriented.  Broad 
diversification — leading  producer  of  electrical/electronic  connec- 
tion devices.  Over  100,000  types/sizes;  100,000  customers.  7 
Subsidiaries  in  26  countries.  (AMP-N.Y.S.E.) 


American  Express 
Company 


American  Express  Company  is  a  world 
leader  in  charge  cards.  Travelers 
Cheques  and  travel  related  activities.  It 
also  provides  financial  planning,  inter- 
national banking,  securities  brokerage, 
asset  management,  investment  banking 
and  information  services. 

Earnings  for  1989  topped  $  1 .2  billion  on 
$25  billion  in  revenues.  Results  reflected 
continued  growth  in  the  customer-fo- 
cused, high-quality  products  and  services  provided  through  the 
Company's  Travel  Related  Services,  IDS  Financial  Services,  Ameri- 
can Express  Information  Services  Company,  American  Ex- 
press Bank  and  Shearson  Lehman  Hutton  subsidiaries.  A 


Apache  Corporation 

Apache  Corporation  is  an  independent 
energy  company  engaged  in  exploration, 
development,  production  and  marketing 
of  natural  gas  and  crude  oil. 

A  dynamic  and  profitable  company, 
Apache  has  increased  its  proved  natural 
gas  and  oil  reserves  sixfold  in  the  past 
10  years  to  573  equivalent  billion  cubic 
feet,  of  which  82  percent  is  natural  gas. 
Apache  affiliates  market  approximately 
five  percent  of  the  nation's  natural  gas 
demand. 
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ADVERTISEMENT 


growth  rate  in  revenues 


Applied  Materials,  Inc. 

Applied  Materials,  Inc.  is  a  global 
growth  company  and  the  leading  inde- 
pendent producer  of  fabrication  systems 
for  the  worldwide  semiconductor  indus- 
try. A  market  leader  in  epitaxy,  plasma 
etch,  and  CVD  (chemical  vapor  deposi- 
tion) equipment,  its  ion  implant  and 
new  PVD  (physical  vapor  deposition) 
equipment  continue  gaining  acceptance. 
Applied  Materials'  global  success  is  re- 
flected in  its  28  percent  compounded 
over  the  past  decade. 


Bell  Atlantic 


Bell  Atlantic  is  a  leading  provider  of 
voice  and  data  applications,  mobile 
communications,  computer  mainte- 
nance services,  and  equipment  leasing 
and  financing.  It  is  one  of  the  50  largest 
corporations  in  the  United  States.  In 
1989,  Bell  Atlantic  generated  $11.45  bil- 
lion in  revenues  and  $3.9  billion  in  cash 
from  operations.  Earnings  for  1989  were 
$1.07  billion  on  an  asset  base  of  $26.2 
billion. 
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Arch  Petroleum  Inc. 

Arch  Petroleum  Inc.  (NASDAQ:  ARCH) 
is  a  rapidly  growing  independent  oil  and 
gas  company  headquartered  in  Fort 
Worth,  Texas. 

In  1989  Arch  improved  net  income 
355%  and  cash  flow  220%,  while  in- 
creasing estimated  proved  oil  and  gas 
reserves  139%,  as  compared  to  1988. 
For  more  information,  contact  Vince 
White  at  (800)  772-8558. 
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BFCE 


BFCE  is  a  reliable  banking  partner  to  a 
dynamic  corporate  and  institutional  ch- 
entele  operating  in  the  international 
markets. 

BFCE  meets  all  types  of  financing 
needs,  offers  high  performing  services 
on  markets  worldwide,  solves  currency 
and  interest  rate  risk  management  prob- 
lems and  provides  a  full  array  of  invest- 
ment instruments.  It  aSsists  corpora- 
tions' long-term  growth  by  arranging 
equity  financing. 
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BALDOR 

Baldor's  Armual  Report  features  the  im- 
portance of  customers — "The  customer 
is  the  boss" — and  how  the  company  is 
planning  for  the  1990's. 

Baldor  is  an  industry  leader  in  manu- 
facturing and  marketing  a  wide  variety 
of  high  quality,  energy  efficient,  indus- 
trial electric  motors  and  related  elec- 
tronic products. 

Baldor  produced  record  sales  and 
earnings  in  1989  and  as  stated  in  the 

chairman's    letter:    "We're    optimistic    about    1990    and    future 

years." 
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BP 

BP  is  the  world's  third  largest  oil  com- 
pany. Its  key  strengths  are  in  oil  and  gas 
exploration  and  production,  refining  and 
marketing  petroleum  products,  and 
chemicals.  BP  is  the  largest  producer  of 
domestic  oil  in  the  U.S.  and  has  an 
unsurpassed  position  in  the  North  Sea. 
It  also  has  important  interests  in  nutri- 
tion. Today,  about  40%  of  the  compa- 
ny's capital  employed  is  in  the  U.S. 
Dividends  have  been  paid  to  BP  share- 
holders without  interruption  for  more  than  seventy  years. 
NYSE  Symbol:  BP 
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Bally  Manufacturing 
Corporation 

Bally  Manufacturing  Corporation  is  a 
$2.1  billion  world  leader  in  the  gaming 
and  fitness  industry  with  four  casino 
hotels,  a  nationwide  network  of  fitness 
centers,  and  a  complete  line  of  gaming 
equipment,  fitness  products  and  lottery 
products  and  services.  Bally  enters  the 
'90s  a  different  company  from  that  of  a 
decade  ago  and  now  derives  most  of  its 
revenues  from  businesses  that  were  ac- 
quired in  the  past  10  years. 
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Brush  Wellman  Inc. 

The  Company  is  a  leading  international 
supplier  of  high  performance  engineered 
materials.  It  is  a  fully  integrated  source 
of  beryllium,  beryllium  alloys  and  be- 
ryllia  ceramic,  and  also  supplies  special- 
ty metal  systems  and  precious  metal 
products.  Brush  Wellman  serves  a  wide 
variety  of  global  markets,  including 
automotive,  computers,  telecommuni- 
cations, aerospace,  energy,  consumer 
and  other  major  industries.  The  Com- 
pany's product  lines  are  supported  by  a  strong  research  and 
development  capability,  modem  processing  facilities  and  a  world- 
wide distribution  network. 
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CAM -NET 
Communications 
Network  Inc. 

CAM-NET  is  poised  for  an  exponential 
growth  in  revenue  and  profits  in  1990 
that  will  result  from  the  recent  decision 
deregulating  the  $11  biUion  Canadian 
telecommunications  industry.  With  the 
appointment  of  Mr.  John  Goeken 
(founder  of  MCI)  to  CAM-NET's  Board, 
CAM-NET's  experience  in  building  a 
diverse  telecommunications  concern  with  long  distance  opera- 
tions in  Western  Canada  and  Washington  State,  and  through  their 
wholly  owned  Northstar  Group  which  does  construction  and 
engineering  work  for  U.S.  giants  AT&T,  Boeing,  US  Sprint,  etc., 
CAM-NET  has  the  expertise  and  is  positioned  to  capitalize 
on  this  decision. 
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Charter  One  Financial, 
Inc. 

A  $2.1  billion  thrift  holding  company 
with  55  offices  throughout  Ohio,  Char- 
ter One  achieved  record  results  again  in 
1989.  Shareholder's  equity  grew  to  8% 
of  total  assets  while  our  thrift  regula- 
tory capital  exceeded  new  federal  re- 
quirements by  190%.  Strict  vmderwrit- 
ing  standards  kept  our  loan  portfolio 
strong.  Skilled  management  increased 
core  earnings  and  accomplished  a  dou- 
ble conversion-merger,  leading  to  two  dividend  increases  during 
the  year. 


NASDAQ/NMS:  COFI. 
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Capital  Reserve 
Corporation 

Capital  Reserve  Corporation  (NASDAQ 
symbol:  CRCOA)  is  a  financial  services 
holding  company  concentrating  on  the 
life  insurance  industry  sector.  Current 
wholly  owned  operating  subsidiaries  in- 
clude a  life  insurance  company,  insur- 
ance agency,  and  employee  benefit  plan 
third  party  administration  company. 
Capital  Reserve  has  targeted  the  further 
acquisition  of  selected  insurance  and 
securities  businesses  as  a  means  of  corporate  growth  and  expan- 
sion vmder  its  experienced  and  capable  management. 
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operations  to  December  31,  1989. 


Chieftain  International, 
Inc. 

chieftain  International  is  a  gas  and  oil 
exploration  company  "well  positioned 
to  meet  the  challenges  and  opportuni- 
ties of  the  1990s.  .  .  .  with  no  debt, 
substantial  working  capital  and  rapidly 
rising  cash  flow."  Emphasizing  on  natu- 
ral gas  in  the  Gulf  of  Mexico  region, 
Chieftain  International  increased  gas  re- 
serves 28%  and  oil  reserves  26%  from 
its  April  20,    1989  commencement  of 


Listed:  AMEX,  TSE 
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Centel  Corporation 

Centel  Corporation  provides  telecom- 
munications services  throughout  the 
country.  The  company  has  expanded 
from  a  telephone  operating  base  to  also 
become  a  leader  in  the  rapidly  expand- 
ing cellular  communications  field.  Cen- 
tel Cellular  serves  44  U.S.  markets  and 
is  a  limited  partner  in  New  York  City 
and  other  major  metropolitan  areas. 
Stock  trading  symbol  CNT. 


19 


CIS  Technologies,  Inc. 


As  the  nationwide  leader  in  electronic 
healthcare  claims  management,  CIS 
processes  and  transmits  over  $1  billion 
in  healthcare  claims  each  month  for 
hospitals  in  20  states.  The  company 
plans  to  expand  to  all  major  healthcare 
markets  by  1992.  Services  include  elec- 
tronic claims  processing,  on-site  reim- 
bursement management  services  and 
fimding  of  accounts  receivable.  CIS' 
growth  and  the  potential  of  the  health- 
care reimbursement  market  are  detailed  in  the  company's  Annual 
Report. 

(NASDAQ:  CISI) 
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Central  Louisiana 
Electric  Company,  Inc. 

Central  Louisiana  Electric  Company, 
Inc.  is  a  normuclear  electric  utility 
headquartered  in  Pineville,  Louisiana. 
Service  to  its  199,000  customers  is  fu- 
eled by  coal,  lignite  and  natural  gas. 
Electric  rates  are  below  national  aver- 
ages. No  generating  units  are  under  con- 
struction, and  no  new  generating  capac- 
ity should  be  needed  until  the  mid-to- 
late    1990s.    In    1989    CLECO    earned 

$3.55  per  share  and  paid  dividends  of  $2.41,  thus  continuing 

CLECO's  record  of  dividend  increases. 
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Coachmen  Industries, 
Inc. 

Coachmen  Industries,  Inc.  (NYSE-COA) 
is  a  leading  full  line  manufacturer  of 
recreational  vehicles  and  related  parts 
and  supplies,  with  important  interests 
in  the  modular  housing  and  emergency 
vehicle  markets. 

The  Company's  recent  decentraliza- 
tion program  has  revitalized  RV  product 
lines  and  fostered  an  entrepreneurial 
spirit. 
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rope  and  Asia-Pacific. 


Computer  Products,  Inc. 

Computer  Products  (NASDAQ:  CPRD) 
continues  to  post  strong  earnings,  de- 
spite a  soft  electronics  market.  The  out- 
look: further  improvement  in  sales  and 
earnings  in  response  to  strengthening 
demand.  Long-term  strength:  virtually 
all  major  electronic  products  require  the 
company's  power  supplies  and  measure- 
ment and  control  devices.  Customers: 
many  of  the  world's  largest  companies, 
served  from  operations  in  the  U.S.,  Eu- 
1989  sales:  $119.5  million,  EPS;  $0.34. 
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Contel  Corporation 


Contel  Corporation,  headquartered  in 
Atlanta,  Georgia,  provides  local  tele- 
phone services,  cellular  telephone  ser- 
vices, and  integrated  telecommunica- 
tions and  information  systems  and  ser- 
vices. Contel  is  the  10th  largest  local 
exchange  telephone  company  and  the 
sixth  largest  cellular  communications 
company  in  the  United  States.  Our  cus- 
tomers include  residential  phone  users, 
large  and  small  businesses,  institutions 
and  both  domestic  and  international  government  agencies. 
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Conner  Peripherals,  Inc. 

Cormer  Peripherals  is  a  leading  manu- 
facturer of  high  performance  2.5-  and 
3.5-inch  hard  disk  drives  for  worksta- 
tions and  advanced-generation  note- 
book, laptop,  portable  and  desktop  mi- 
crocomputers. 

With  1989  revenue  of  $705  miUion, 
Cormer  became  only  the  second  compa- 
ny ever  to  reach  the  ranks  of  the  For- 
tune 500  in  its  third  year  of  sales.  In  the 
process,  they  also  became  the  fastest- 


Diagnostic  Products 
Corporation 


growing  manufacturing  startup  in  American  business  history. 


(NASDAQ:  CNNR) 
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DPC  is  the  world's  leading  independent 
manufacturer  of  immunodiagnostic 
kits.  Representing  state-of-the-art  tech- 
nology derived  from  immunology  and 
molecular  biology,  these  kits  can  mea- 
sure hormones,  drugs  and  other  medi- 
cally important  substances  present  in 
body  fluids  and  tissues  at  infinitesimal 
concentrations.  They  provide  informa- 
tion vital  to  the  diagnosis  and  manage- 
ment of  thyroid  disorders,  diabetes,  infertility,  infectious  diseases, 
allergy,  drugs  of  abuse,  and  certain  forms  of  cancer.  In  the  five 
years  ended  in  1989,  sales  increased  at  a  compounded 
growth  rate  of  28%,  to  $60.3  million.  Net  income  increased  29 
at  a  compounded  growth  rate  of  40%  to  $15.2  million. 


CSX  Corporation 


CSX  Corporation,  headquar- 
tered in  Riohmond,  Va.,  is  an 
international  transportation 
company  that  offers  a  variety  of 
rail,  container-shipping,  inter- 
modal,  trucking  and  barge  ser- 
vices. The  1990  Armual  Report 
of  the  company  traces  its  10- 
year  history  and  looks  to  its 
exciting  future. 


HASTMAQl'E     . 
(iOLD 
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Eastmaque  Gold  Mines 
Ltd. 


Eastmaque  Gold  Mines  Ltd.  is  a  Canadi- 
an-based company  with  producing  oper- 
ations in  Kirkland  Lake,  Ontario,  and 
Imperial  County,  California.  The  firm 
produces  gold  from  tailings,  heap-leach- 
ing and  conventional  milling  opera- 
tions, with  projected  gold  production  of 
55,000  ounces  for  1990.  Eastmaque  is 
commencing  an  aggressive  exploration 
policy  with  prime  projects  located  in 
Nevada,  California,  and  Papua  New  Guinea.  The  company  looks 
forward  to  continued  growth  and  success  in  the  1990s.  Eastmaque 
Gold  Mines  Ltd.  (EMG)  is  hsted  on  the  TSE,  VSE,  and 
NASDAQ.  30 


Electronic  Associates, 
Inc. 

EAI  EARNINGS  PER  SHARE  CLIMB 
TO  $.20  FROM  $.05 

Electronic  Associates,  Inc.  moved 
strongly  ahead  in  1989. 

Earnings  per  share  surged  to  $.20 
from  $.05,  as  the  45-year-old  EAI  shook 
loose  from  problems  of  the  past  and  set 
a  new  course  for  profitability. 

The  company  is  well-positioned  for 
future  profit  growth. 


(NYSE:  EA) 
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Fay's  Incorporated 

Fay's  Incorporated  is  a  diversified  spe- 
cialty retailer.  At  fiscal  year  end,  the 
Company  was  operating  158  super  drug 
stores,  16  bantam  drug  stores,  24 
Wheels  Discount  Auto  Supply  Stores 
and  17  discount  office  supply,  book, 
party  supply  and  greeting  card  stores 
under  the  name  The  Paper  Cutter.  Net 
income  for  the  year  ended  January  27, 
1990  was  $10.4  million  on  sales  of 
$574.1  million. 
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Gottschalks 

Gottschalks  is  a  California  regional  de- 
partment store  chain,  currently  operat- 
ing twenty-two  department  stores  and 
thirty-one  specialty  apparel  stores  in 
Central  California,  one  of  the  fastest 
growing  regions  in  the  nation.  Sales 
have  doubled  from  $1 13  million  to  $237 
million  during  the  past  five  years.  Gott- 
schalks offers  brand-name  merchandise, 
typically  locating  in  the  faster  growing 
Secondary  markets  of  California,  and  is 
in  its  eighty-sixth  year  of  continuous  family  management. 
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Federal-Mogul 
Corporation 


Federal-Mogul  Corporation,  headquar- 
tered in  Southfield  Michigan,  is  a  man- 
ufacturer and  worldwide  distributor  of 
products  ranging  from  precision  parts 
for  the  transportation,  farm  equipment, 
construction  and  manufacturing  indus- 
tries to  aerospace  and  electronic  compo- 
nents. Shares  of  this  billion-dollar  cor- 
poration are  traded  on  the  New  York 
and  Pacific  Stock  Exchanges. 


Greenery  Rehabilitation 
Group  Inc. 


Stock  Exchange:  NYSE  (FMO) 
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Greenery  Rehabilitation  Group  Inc., 
headquartered  in  Newton,  Massachu- 
setts, is  a  leading  provider  of  rehabilita- 
tion services  for  persons  with  head  inju- 
ries. 

In  addition  to  the  six  head  injury 
treatment  centers  nationwide,  the  Com- 
pany also  operates  four  skilled  and  in- 
termediate care  facilities  for  geriatric 
and  medically  demanding  patients. 
For  information  regarding  Greenery  Rehabilitation  Group  Inc., 
or  to  receive  a  copy  of  their  Annual  Report,  call  (617)  244-4744. 
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FlightSafety 
International,  Inc. 

Earnings  and  revenues  for  1989  were 
the  highest  in  the  company's  history  for 
FlightSafety  International  (FSI-NYSE). 

Eamings  rose  31  per  cent  to 
$65,607,000,  equal  to  $1.93  per  share, 
from  $50,014,000,  or  $1.48  per  share,  in 
1988.  Revenues  increased  27  per  cent  to 
$231,297,000,  from  $182,732,000  in 
1988.  The  Company  provides  high  tech- 
nology training  to  operators  of  aircraft, 
and  steam  generating  and  processing 


Health  Images,  Inc. 


ships,  electrical  utilities 

plants  at  learning  centers  in  the  U.S.,  Canada  and  France. 
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Health  Images,  Inc.  (NASDAQ:  HIMG) 
is  the  nation's  leading  provider  of  fixed- 
site,  outpatient  magnetic  resonance  im- 
aging ("MRI")  services. 

In  1989,  the  Company  attained  net 
revenues  of  $31,993,400,  a  38.2%  in- 
crease over  1988,  and  achieved  net  in- 
come of  $.35  per  share. 

Presently  operating  21  clinics,  Health 
Images  has  eight  new  clinics  under  de- 
velopment and  construction.  The  Com- 
pany also  operates  a  rapidly  expanding  diagnostic  imaging  equip- 
ment maintenance  service. 
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Golden  Triangle  Royalty 
&  Oil,  Inc. 

NASDAQ  Symbol:  GTRO.  A  royalty 
company — something  different  in  ener- 
_,__-_  gy  stocks.  A  company  that  has  accumu- 

m         1^  lated  primarily  oil  and  gas  royalty  intcr- 

t  mi  ests  in  U.S.  and  Australia,  in  order  to 

^1^^^  ^T  avoid  the  expense  of  drilling,  cxplora- 

^^"^  tion,  and  operations.  Now  has  income 

from  185  oil  and  gas  wells,  including  7 
newly  discovered  wells  in  Australia, 
where  the  Company  has  overriding  roy- 
alty interests  under  54,592,800  gross  surface  icres,  including 
properties  on  all  four  sides  of  the  largest  onshore  i  roducing  block 
in  Australia.  The  royalty  approach  sets  GTRO  ap;:rt  from  many 
other  companies  in  the  energy  industry.  QC 
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HEALmmmn 

RehaMitalion  Corporaborf 


HEALTHSOUTH 

Rehabilitation 

Corporation 


NYSE:  HRC 
In  1989  and  1990,  HEALTHSOUTH  Re 
habilitation  is  ranked  among  Inc.  maga- 
zine's 100  fastest-growing  small  public 
companies.  It  is  also  rated  among  For 
lane's  50  best  NYSE  performers,  and  its 
industry  group  is  within  the  top  16%  of 
stock-price  performers  in  Investor's 
Daily. 

With  44  inpatient  and  outpatient  centers  in  21  states,  HEALTH 
SOUTH's  first  quarter  report  for  1990  reflects  a  9%  increase  in 
revenues  over  same  quarter,  1989. 
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Hilb,  Rogal  and 
Hamilton  Company 

HRH  is  the  tenth  largest  insurance 
agency  in  the  United  States  with  35 
offices  in  14  states  and  the  District  of 
Columbia.  Since  its  inception  in  1982, 
HRH  has  more  than  doubled  in  reve- 
nues, while  increasing  earnings  and 
earnings  per  share  each  year  of  its  exis- 
tence. HRH  provides  a  full-line  of  insur- 
ance services,  including  employee  bene- 
fits administration,  to  its  clients,  and  is 
committed  to  achieving  superior  results  for  its  clients,  sharehold- 
ers and  employees. 
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Kelly  Services,  Inc. 

Kelly  Services,  Inc.,  provides  temporary 
help  through  its  Kelly  Temporary  Ser- 
vices division  in  the  areas  of  office, 
marketing,  light  industrial  and  techni- 
cal; and  through  Kelly  Assisted  Living, 
provides  in-home  care  for  the  elderly. 
Kelly  Services  reported  record  1989 
sales  and  earnings  of  $1.4  billion  and 
$71  million,  respectively.  Ranking  first 
in  volume  in  the  nation's  temporary 
help  industry,  Kelly  operates  more  than 
950  offices  in  the  U.S.,  Puerto  Rico,  Canada,  the  United  Kingdom, 
Ireland,  France,  The  Netherlands,  Australia  and  New  Zealand. 
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Houston  Industries 
Incorporated 

Houston  Industries  (HI)  is  a  diversified 
holding  company  with  annual  revenues 
of  $3.7  billion  and  $11.6  billion  in  as- 
sets. 

Hi's  six  subsidiaries  include  Houston 
Lighting  and  Power,  an  electric  utility 
and  KBLCOM  Incorporated,  a  cable 
television  company. 

HI  has  paid  a  regular  quarterly  com- 
mon stock  dividend   since    1921.   The 

annual  dividend  of  $2.96  per  share  represents  a  yield  of  over  8.5 

percent. 
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Kemper  Corporation 


Following  a  year  of  creative  change  and 
solid  accomplishment,  Kemper  Corpo- 
ration moves  into  the  '90s  with  re- 
aligned operations  and  a  new  manage- 
ment structure  built  around  two  operat- 
ing groups:  The  Insurance  Services 
Group  includes  a  life  insurance  compa- 
ny, a  reinsurance  operation,  two  region- 
al property-casualty  insurance  compa- 
nies and  a  risk  management  company. 
The  Investment  Services  Group  is  orga- 
nized as  Kemper  Financial  Companies,  Inc.,  a  non-operating  hold- 
ing company  for  an  asset  manager,  a  life  insurance  company,  a 
network  of  securities  brokerage  firms  and  several  other 
financial  services  companies.  Kemper's  NYSE  symbol  is  45 
KEM. 


Imo  Industries  Inc. 

Imo  Industries  Inc.  will  surpasss  $1  bil- 
lion in  revenue  this  year,  nearly  triple 
the  $369  million  reported  in  1987.  A 
Fortune  500  company,  IMO  is  a  leader 
in  selected  markets  for  analytical  and 
optical  instruments,  electronic  and  me- 
chanical controls,  arid  engineered  power 
products  and  their  support  services. 
Sales  in  1989  were  $851  million,  and 
net  income  increased  20%  in  1989,  to 
$34  million. 
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Knight-Ridder,  Inc. 


Knight-Ridder,  Inc.,  is  a  $2.3  billion  in- 
ternational information  and  communi- 
cations company  engaged  in  newspaper 
publishing,  business  news  and  informa- 
tion services,  cable  television  opera- 
tions and  newsprint  production.  Knight- 
Ridder's  worldwide  services  reach  more 
than  100  million  people  in  over  100 
countries  every  day.  The  Miami-based 
company  publishes  29  daily  newspapers 
and  offers  a  variety  of  electronic  infor- 
mation services,  including  DIALOG  and  MoneyCenter.  Knight- 
Ridder  common  stock  is  traded  on  the  NYSE  under  the  symbol 
KRI  and  on  the  Tokyo  Stock  Exchange  under  the  symbol  9491. 

46 


CORPORATION. 


Imperial  Metals 
Corporation 


A  lean,  debt  free  mineral  explorer  and 
developer  poised  to  enter  the  90's  as  an 
international  producer.  Profitable  for 
the  past  five  years.  Imperial  Metals  con- 
sistently increases  the  value  of  its  as- 
sets by  building  sizeable  and  diversified 
ore  reserves. 

Key  deposits  in  line  for  production 
include  Mount  Policy,  B.C.  (copper/ 
gold)  and  Parys  Mountain,  North  Wales 

(base  metals),  both  at  the  feasibility  stage;  and  near  production 

Crow  Butte,  Nebraska  (uranium). 

TSE,  VSE,  MSE  —  IPM 
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Lafarge  Corporation 


Lafarge  Corporation  is  a  major  producer 
of  construction  materials  and  cement  in 
North  America.  Construction  materials 
account  for  about  half  of  the  company's 
sales.  Cement  operations  include  14 
full-production  plants  (annual  capacity 
of  1 1  million  tons)  supplemented  by  six 
grinding  facilities  and  four  deep-water 
terminals.  In  addition,  Lafarge's  subsid- 
iary, Systech  Environmental  Corpora- 
tion of  Xenia,  Ohio  processes  materials 
received  from  industrial  customers  to  fuel  cement  kilns.  A  For- 
tune 500  company,  Lafarge  is  headquartered  in  Res  ton,  Virginia. 
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LDI  Corporation 

LDI  corporation  leases  and  sells  a  full 
range  of  new  and  used  data  processing 
and  other  high  technology  equipment. 
LDI's  products  include  mainframe,  cen- 
tral processing  equipment  and  peripher- 
al'devices  as  well  as  personal  comput- 
ers, point  of  sale,  and  telecommunica- 
tions equipment.  In  addition  the 
company  provides  disaster  recovery  ser- 
vices with  three  fully  equipped  hot  site 
locations  for  businesses  which  rely 
heavily  on  data  processing. 
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Lilly  Industrial  Coatings, 
Inc. 

Six  acquisitions  were  the  highUght  of  a 
year  which  produced  record  sales  and 
earnings  for  Lilly  Industrial  Coatings  in 
1989.  As  a  result  of  two  of  these  acqui- 
sitions, the  Company  has  become  the 
second  largest  supplier  of  gelcoats  for 
marine,  recreational  vehicles,  cultured 
marble,  and  tub  and  shower  markets. 
This  represents  a  significant  diversifica- 
tion which  is  expected  to  supplement 
the  traditional  business  of  supplying  industrial  coatings  which  are 
factory-applied  by  original  equipment  manufacturers. 
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Masco  Corporation 


"A  Unique  Consumer  Products 
Growth  Company" 

Masco  Corporation  has  reported 
33  years  of  growth  with  both 
sales  and  earnings  increasing  at 
average  armual  rates  of  approxi- 
mately 20  percent  during  that 
period. 

Send  for  our  1989  Aimual  Re- 
port to  leam  why,  we  believe, 
Masco's  earnings  will  continue 
to  grow  at  an  average  annual 
rate  of  15-20  percent  annually 
over  the  next  five  years,  with 
our  sales  in  1994  approximating 
$5  billion. 
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Lyondell  Petrochemical 
Company 

A  $5.4  bilUon  manufacturer  and  mar- 
keter of  petrochemicals  and  refined  pe- 
troleum products.  Lyondell  is  one  of  the 
nation's  leading  producers  of  ethylene 
and  propylene,  used  to  make  plastics, 
fibers  and  resins.  Earnings  in  1989  were 
$374  tnilhon.  Quarterly  dividends  are 
$.40  per  share.  The  Company  expanded 
ethylene  capacity  by  25%  in  1989  and 
in  1990  entered  the  polyethylene/poly- 


Masco  Industries 


i'««.\,vNV/y.f!nr«T 


propylene  business  through  acquisition.  NYSE:LYO 
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MBIA 

MBIA  is  the  leading  municipal  bond 
insurer  with  a  16-year  history.  No  other 
financial  guarantor  combines  its  experi- 
ence, underwriting  performance  and  re- 
cord of  service.  Since  going  public  in 
1987  MBIA  has  recorded  12  quarterly 
year-to-year  earnings  increases.  Net  in- 
come rose  11  percent  in  1989.  Absent 
significant  losses,  MBIA  should  be  well 
insulated  from  busmess  downturns  by 
earnings  from  its  growing  unearned  pre- 
mium reserve  and  mvestment  portfolio. 
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"A  Unique  Industrial 
Growth  Company" 

Masco  Industries  is  a  technol- 
ogy-based company  whose  cor- 
porate objective  is  to  achieve 
above-average  growth  by  utiliz- 
ing our  design,  engineering  and 
manufacturing  skills  to  develop 
innovative  processes  and  prod- 
ucts for  an  expanding  number 
of  markets. 

We  believe  that  with  consis- 
tent application  of  our  proven 
growth  strategies,  we  can 
achieve  significant  increases  in 
earnings  per  share  over  the  next 
five  years  in  pursuit  of  our  goal 
of  building  "...  a  unique  industrial  growth  company." 


( ««7W  m  ifATwitsiiir 
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FOR  THE 
■90s 


Mellon  Bank 
Corporation 


The  1990s  will  be  the  most  challenging 
decade  in  the  history  of  the  banking 
industry.  At  Mellon  Bank  Corporation, 
we're  ready  with  clear  goals  and  strate- 
gies, a  strong  balance  sheet  and  core 
businesses  that  are  performing  well. 
Coming  off  a  strong  1989  performance, 
where  we  earned  $181  million,  we're 
prepared  for  the  '90s. 
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NORD  Resources 
Corporation 


Nord  Resources  Corporation  (NYSE: 
NRD),  with  an  average  return  on  reve- 
nues for  the  past  ten  years  of  14.4%,  is 
entering  another  phase  of  growth.  Nord 
Resources'  wholly-owned  subsidiary, 
Nord  Kaolin  Company,  has  introduced 
a  new,  high  technology  line  of  propri- 
etary kaolin-based  products  into  the  pa- 
per-making industry.  Paper  manufactur- 
ers are  able  to  reduce  their  costs  and  to 
improve  the  opacity  of  their  product  with  no  sacrifice  in  quality. 
Sierra  Rutile  Limited,  which  mines  a  premium  grade  of  titanium 
dioxide  (rutile),  is  continuing  to  realize  record  production.  De- 
mand for  rutile  is  strong  and  prices  are  expected  to  contin- 
ue to  increase.  CO 


Minnesota  Power 

Miimesota  Power  is  a  diversified  elec- 
tric utility  whose  primary  business  is 
providing  electric  service  in  Upper  Min- 
nesota. This  region  includes  a  growing 
forest  products  industry  and  the  Mesabi 
Iron  Range,  the  domestic  steel  indus- 
try's main  source  of  pelletized  iron  ore. 
Non-electric  businesses  include  BNI 
Coal,  Center,  N.D.;  Lake  Superior  Paper 
Industries,  Duluth;  and  water  and 
wastewater  treatment  utilities  in  Flori- 
da and  the  Carolinas. 
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Norfolk  Southern 
Corporation 

Norfolk  Southern  Corporation,  "The 
Thoroughbred  of  Transportation,"  is  the 
Virginia-based  holding  company  that 
owns  all  the  common  stock  of  and  con- 
trols two  major  operating  railroads, 
Norfolk  and  Western  Railway  Company 
and  Southern  Railway  Company,  and  a 
motor  carrier.  North  American  Van 
Lines  Inc.  The  corporation's  1989  net 
income  was  $606.2  million. 
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New  England  Electric 
System 


A  STEP  AHEAD  THROUGHOUT  THE 
1990's 

A  public  utility  holding  company  with 
subsidiaries  serving  customers  in  Mas- 
sachusetts, Rhode  Island  and  New 
Hampshire.  •  Second^  lowest-cost  pro- 
vider of  electricity  among  major  utili- 
ties in  New  England.  •  Irmovative  con- 
servation programs  to  contribute  to 
1990  earnings.  •  1989  earnings  per  share 
of  $2.36  represent  a  12.6%  return  on  common  equity.  •  170th 
consecutive  quarterly  common  dividend  paid  in  1990.  •  Diverse 
fuel  mix  and  supply  options.  •  Plan  1990  completion  of 
U.S.  portion  of  Phase  2  transmission  facilities  connecting  56 
New  England  and  Hydro-Quebec. 


Northeast  Utilities 

Northeast  Utilities  (NU)  is  the  largest 
electric  utility  system  in  New  England. 
In  1989,  NU  took  steps  to  expand  geo- 
graphically, diversify  into  energy-related 
businesses,  and  respond  more  quickly 
and  effectively  to  individual  customer 
needs  through  a  new  marketing  strate- 
gy. NU's  long-term  business  goals  are  to 
strengthen  its  core  electric  business  and 
take  advantage  of  new  opportunities  for 
growth  and  improved  profitability  in 
closely  related  energy  businesses. 
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New  Generation  Foods, 
Inc. 

1989    Sales    up    227%     Rapid    growth 
continuing  1990. 

Manufacturer/Distributor  of  delicious 
100%  natural  crunchy  Spicer's®  diet 
snacks  that  control  weight  by  prevent- 
ing hunger.  First/only  protein  expansion 
with  significant  patent  protection.  Prov- 
en safe  and  effective  major  drug  clinical 
trial  at  University  of  Miami  Medical 
School.  Nationwide  rollout  started  1989 
shelf  placements  now  many  major  supermarket,  drug,  discount 
chain  stores.  Selected  One  of  Ten  Best  Food  Products  introduced 
1989. 
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NYNEX 

NYNEX  is  a  leading  provider  of  sophis- 
ticated information  systems,  software 
and  telecommunications  services  to  a 
diverse  base  of  customers  worldwide 
with  an  international  family  of  compa- 
nies totaling  $26  billion  in  assets.  To- 
day, our  New  York  Telephone  and  New 
England  Telephone  subsidiaries  provide 
advanced  network  services  to  most  of 
the  Northeast  and  our  eleven  other  op- 
erating companies  have  become  pio- 
neers in  the  development  of  innovative  business  and  information 
services,  office  systems,  software  and  publishing  services.  For  the 
challenges  of  the  information  age,  the  answer  is  NYNEX. 
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ADVERTISEMENT 


OMI  Corp. 


OMI  Corp.  is  a  major  U.S.  bulk  shipping 
company  engaged  in  the  ocean  transpor- 
tation of  Uquid  and  dry  bulk  cargoes  in 
both  the  international  and  U.S.  domes- 
tic markets.  For  fiscal  1989,  earnings 
rose  to  $1.01  per  share  from  the  $.45 
reported  in  fiscal  1988.  The  1989  annual 
report  highlights  the  Company's  prog- 
ress and  strategy  as  it  continues  to  pre- 
pare for  future  expansion  by  refining  its 
structure,  improving  operating  efficien- 
cy and  developing  and  initiating  new  activities. 


(AMEX-OMM) 
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Phillips  Petroleum 
Company 

Phillips'  1989  armual  report  celebrates 
the  company's  commitment  to  a  clean 
environment.  During  the  year,  Phillips 
formed  a  new  organization  charged  with 
minimizing  the  environmental  impact 
of  company  operations  and  issued  a  new 
policy  making  environmental  leader- 
ship a  top  goal.  Phillips  in  1989  also 
reduced  debt  $869  million  and  replaced 
hydrocarbon  reserves  for  a  third  straight 
year,  as  shareholders  realized  a  total  return  of  35  percent. 


NYSE  Symbol:  P 
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Overseas  Shipholding 
Group,  Inc. 

OSG,  one  of  the  world's  largest  bulk 
shipping  companies,  is  engaged  in  the 
ocean  transportation  of  liquid  and  dry 
bulk  commodities.  It  owns  and  operates 
a  fleet  of  67  vessels,  aggregating  6.3 
milhon  deadweight  tons,  and  is  sched- 
uled to  take  delivery  of  two  vessels 
totaling  240,800  deadweight  tons. 
OSG's  strong  financial  condition  and 
the  prospects  for  the  bulk  shipping  mar- 


kets are  detailed  in  the  Company's  Annual  Report. 
(NYSE,  PSE:  OSG) 
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PLY  GEM  Industries, 
Inc. 

PLY  GEM  !AMEX:PGI)  is  a  national 
manufacturer  and  distributor  of  special- 
ty products  for  the  home  improvement 
industry.  Rapid  internal  growth  and 
strategic  acquisitions  propelled  sales 
from  $57  million  in  1982  to  $507  mil- 
lion in  1989  as  operating  profits  rose 
from  $3  million  to  $36  million.  It  is  our 
goal  to  enhance  stockholder  value  by 
attaining  leadership  positions  in  key 
segments  of  the  growing  home  improvement  market,  a  $100 
billion  industry,  which  has  now  surpassed  the  new  construction 
market. 
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PacifiCare  Health 
Systems,  Inc. 

Setting  new  records  for  operating  reve- 
nues, net  income  and  earnings  per  share 
in  1989,  PacifiCare  Health  Systems,  Inc. 
is  well  positioned  for  strong  perfor- 
mance and  solid  growth  in  1990  and 
beyond.  PacifiCare,  a  leader  in  the 
health  benefits  market,  owns  and  oper- 
ates health  maintenance  organizations 
(HMOs)  with  over  600,000  members  in 
California,  Oregon,  Oklahoma  and  Tex- 


as and  an  insurance  subsidiary  licensed  in  33  states. 
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Portland  General 
Corporation 

Portland  General  Corp.  (NYSE-PGN)  is 
an  energy  holding  company  whose  prin- 
cipal subsidiary,  Portland  General  Elec- 
tric Co.  (PGE),  serves  567,000  retail 
electricity  customers  in  Oregon.  PGE 
also  sells  electricity  at  wholesale 
through  Its  partial  ownership  of  the  Pa- 
cific Intertie  transmission  line.  Other 
businesses  provide  long-term  electricity 
sales  and  services  to  utilities,  indepen- 
dent power  development  and  equipment  leasing. 
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Pennsylvania  Power  & 
Light  Co. 


PP&L  expects  the  factors  that  resulted 
in  record  1989  earnings  of  $4.05  per 
share  will  continue  to  improve  financial 
performance:  sales  growth  reflecting  ag- 
gressive marketing  and  economic  devel- 
opment programs  in  its  Central  Eastern 
Pennsylvania  service  area;  effective  cost 
management;  refinancing  of  high-cost 
securities;  and  bulk  power  transactions 
with  other  utilities.  A  4.2%  increase  in 
the  common  stock  dividend  in  1990  to  $2.98  annually,  reflects 
PP&L's  objective  of  increasing  the  dividend  each  year. 
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Queenstake  Resources 
Ltd. 

Queenstake  has  expertise  in  a  unique 
area  of  the  gold  mining  industry.  It  has 
successfully  mmcd,  for  the  last  ten 
years,  placer  gold  deposits  in  B.C.  and 
the  Yukon's  historic  Klondike.  Placer 
mine  profits  have  been  used  to  acquire 
an  inventory  of  larger  scale  hardrock 
gold  properties  in  the  western  United 
States.  1990  prospects  are  outlined  in 
the  Annual  Report  with  informative 
minesite  photographs  and  illustrations. 

(Listed  8  years  T.S.E.,  12g  #82-565) 
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Safety-Kleen  Corp. 

Safety-Kleen  provides  a  variety  of  ser- 
vices to  almost  425,000  businesses  that 
generate  hazardous  and  quasi-hazardous 
waste  fluids. 

The  Company  is  the  largest  recycler 
of  solvents  and  the  largest  re-refiner  of 
used  lubricating  oils  in  the  world.  Sub- 
stantially all  of  the  waste  fluids  collect- 
ed by  the  Company  are  recycled  or  pro- 
cessed for  beneficial  reuse. 

1989  Sales:  $478,117,000;  Earnings: 
$45,987,000;  EPS:  $1.36. 


(NYSE:  SK) 
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Telephone  and  Data 
Systems,  Inc. 


Telephone  and  Data  Systems,  Inc. 
("TDS")  is  a  rapidly  growing,  diversified 
telecommunications  company  with 
three  major  lines  of  business:  telephone, 
cellular  telephone  and  radio  paging.  The 
Company  operates  74  telephone  compa- 
nies serving  approximately  264,000  ac- 
cess lines  in  27  states  and  is  expanding 
operations  through  internal  growth  and 
acquisitions.  It  operates  cellular  sys- 
tems in  32  markets  serving  44,500  cellular  units,  and  provides 
radio  paging  services  through  30  systems  serving  over  161,600 
pagers.  TDS  is  dedicated  to  providing  high-quality  service  to  its 
customers  and  good  earnings  for  its  shareholders. 
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Solid  Gold 
Capital  Corp. 

Solid  Gold  Capital  Corp.,  through  its 
wholly  owned  subsidiary  Solid  Gold 
Promotions  Inc.,  has  for  the  past  seven 
years  aggressively  marketed  Canada's 
largest  and  most  prestigious  lifestyle 
Promotions  Book,  offering  purchasers 
50%  discounts  at  selected  Hotels,  Res- 
taurants, Theatres  and  at  over  hundreds 
of  Leisure  Attractions.  Having  captured 
a  large  market  share  in  each  of  Canada's 
three  major  cities  (Toronto,  Montreal,  Vancouver)  and  having 
realized  record  gross  revenue,  the  company  is  poised  to  undertake 
rapid  and  aggressive  expansion  in  both  Canada  and  the 
larger  U.S.  Market.  71 
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Transamerica 
Corporation 

Transamerica's  mission  is  to  be  the  pre- 
mier provider  of  specialized  financial 
and  insurance  services  to  individuals 
and  organizations.  In  1989,  net  income 
grew  27%  and  was  evenly  balanced  be- 
tween finance  and  insurance.  Our  1989 
annual  report  discusses  our  operating 
results  and  our  corporate  strategy  of  fo- 
cusing on  high-return,  high-growth  fi- 
nancial services  businesses. 
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Southwestern  Bell 
Corporation 

Southwestern  Bell  Corporation  provides 
a  variety  of  communications  products 
and  services  to  customers  on  a  regional, 
national  and  international  basis. 

We're  at  the  forefront  of  the  fast- 
growing  cellular  and  paging  services 
businesses,  and  our  tefcphone  company 
is  a  leader  in  bringing  high-tech  net- 
work services  to  market.  1989  assets: 
$21  billion;  revenues:  $8.7  billion;  earn- 
ings per  share:  $3.64;  dividends:  $2.60. 
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Teleflex  Incorporated 


For  the  fifteenth  consecu.:ive  year,  reve- 
nues reached  record  levels,  advancing 
10  percent  over  1988  to  $360  million. 
Net  income  increased  12  percent  to 
$26.8  million.  EPS  grew  10  percent  to 
$2.45.  Over  the  past  fifteen  years,  the 
common  stock  price  has  increased  at  a 
compound  rate  of  25  percent  and  the 
average  ROE  has  been  18  percent. 

Teleflex  is  an  applications  engineer- 
ing and  manufacturing  company  serving 
diverse  markets  with  proprietary  control  products,  medical  de- 
vices and  coatings  and  repair  services,  worldwide. 
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United  Industrial 
Corporation 

Subsidiaries  produce  a  wide  range  of  de- 
fense electronics  and  advanced  ordnance 
and  weapons  systems  for  defense  agen- 
cies in  the  United  States  and  abroad,  as 
well  as  solid-fuel  and  waste  burning  sys- 
tems for  industries  and  utilities. 
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USLICO  Corporation 

USLICO  is  a  holding  company  special- 
izing in  insurance  and  financial  ser- 
vices. Life  insurance  represents  the 
company's  primary  interest  accounting 
for  90%  of  its  $2.5  billion  in  assets. 
Financial  performance  over  the  last  de- 
cade has  exceeded  most  industry  aver- 
ages. In  1989,  cash  dividends  per  share: 
$1.00;  earnings  per  share:  $2.87;  net 
earnings:  $31.3  million;  book  value  per 
share:  $28.27.  Average  return  on  equity: 
1980-1989,  15%. 
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USLIFE  Corporation 

USLIFE  Corporation  is  a  life  insurance- 
based  holding  company  whose  principal 
subsidiaries  engage  in  the  life  insurance 
business.  With  nationwide  operations, 
USLIFE  has  four  ordinary  life  insurance 
companies  and  a  credit  insurance  group 
with  more  than  $96  billion  of  life  insur- 
ance in  force  as  of  December  31,  1989. 
Additionally,  there  are  five  other  sub- 
sidiaries that  furnish  the  life  insurance 
companies  with  investment  advisory, 
estate,    data   processing   and   administrative 
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Yankee  Energy 
System,  Inc. 


Yankee  Energy  is  a  new  holding  compa- 
ny formed  last  year  in  a  spinoff  of 
Northeast  Utilities'  gas  business.  Yan- 
kee Gas,  the  primary  subsidiary  and 
largest  natural  gas  utility  in  Cotmecti- 
cut,  aggressively  markets  natural  gas  as 
the  environmentally  sound  fuel  of 
choice  for  Connecticut's  homes  and 
businesses.  Yankee  Energy  is  also  an 
equity  owner  in  the  proposed  Iroquois 
pipeline  to  deliver  Canadian  gas  to  the  Northeast. 


NASDAQ,  NMS:  YESS 


80 


shares  trade  on 
DAQ  (USPMF). 


U.S.  Precious  Metals, 
Inc. 

CORPORATE  PROFILE 

One  of  Nevada's  newest  gold  producers, 
the  Company's  principal  asset  is  a  40% 
interest  in  the  25,000  ounce  per  year 
Mother  Lode  Gold  Mine.  Annual  oper- 
ating costs  are  expected  to  be  $200  per 
ounce.  The  company  also  owns  a  40% 
interest  in  extensive  adjacent  acreage 
that  is  being  actively  explored, 
the  Toronto  Stock  Exchange  (USP)  and  NAS- 
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1989 


Zero 

Corporation 
Annual 
Report 


Zero  Corporation 

Zero  Corporation  is  a  leading  designer;} 
manufacturer  and   marketer  of   enclc 
sures,  cooling  equipment  and  accessc 
ries  for  the  electronics  industry.  Zero  i^ 
also  a  leading  manufacturer  of  air  cargc 
enclosures/accessories    and    aluminur 
cases/luggage.  Zero's  earnings  increased 

16  of  past  17  yearS;  dividends  increased 

17  times  in  past  12  years.  NYSE-ZRO 


Nine  Months 
1990  1989 


Net  Sales  (000) 
Net  Income  (000) 
Earnings  Per  Share 


5140,433   $122,728 

$12,156     $11,400 

$.77  $.73 


Fiscal  Year  Ended  3/31 
1989  1988  1987 


$170,941     $139,073    $125,6991 

$16,063      $13,290      $11,6021 

$1.28  $1.06  $.931 
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1.  ADVANTA  Corp. 

2.  American  Biodynamics  Inc. 

3.  American  Brands,  Inc. 

4.  American  Express  Company 

5.  AMERITECH 

6.  AMETEK 

7.  AMP  Incorporated 

8.  Apache  Corporation 
9>  Applied  Materials,  Inc. 

10.  Arch  Petroleum  Inc. 

11.  BALDOR 

12.  Bally  Manufacturing  Corporation 

13.  Bell  Atlantic 

14.  BFCE 

15.  BP 

16.  Brush  Wellman  Inc. 

17.  CAM-NET  Communications  Network  Inc. 

18.  Capital  Reserve  Corporation 

19.  Centel  Corporation 

20.  Central  Louisiana  Electric  Company,  Inc. 

21.  Charter  One  Financial,  Inc. 

22.  Chieftain  International,  Inc. 

23.  CIS  Technologies,  Inc. 

24.  Coachmen  Industries,  Inc. 

25.  Computer  Products,  Inc. 

26.  Conner  Peripherals,  Inc. 

27.  CSX  Corporation 

28.  Contel  Corporation 


29.  Diagnostic  Products  Corporation 

55. 

30.  Eastmaque  Gold  Mines  Ltd. 

56. 

31.  Electronic  Associates,  Inc. 

57. 

32.  Fay's  Incorporated 

58. 

33.  Federal-Mogul  Corporation 

59. 

34,  FlightSafety  International,  Inc. 

60. 

35.  Golden  Triangle  Royalty  &  Oil,  Inc. 

61. 

36.  Gottschalks 

62. 

37.  Greenery  Rehabilitation  Group  Inc. 

63. 

38.  Health  Images,  Inc. 

64. 

39.  HEALTHSOUTH  Rehabilitation 

65. 

Corporation 

66. 

40.  Hilb,  Rogal  and  Hamilton  Company 

67. 

41.  Houston  Industries  Incorporated 

68. 

42.  IMO  Industries  Inc. 

69. 

43.  Imperial  Metals  Corporation 

70. 

44.  Kelly  Services,  Inc. 

71. 

45.  Kemper  Corporation 

72. 

46.  Knight-Ridder,  Inc. 

73. 

47.  Lafarge  Corporation 

74. 

48.  LDI  Corporation 

75. 

49.  Lilly  Industrial  Coatings,  Inc. 

76. 

50.  Lyondell  Petrochemical  Company 

77. 

51.  MBL\ 

78. 

52.  Masco  Corporation 

79. 

53.  Masco  Industries 

80. 

54.  Mellon  Bank  Corporation 

81. 

Minnesota  Power 
New  England  Electric  System 
New  Generation  Foods,  Inc. 
NORD  Resources  Corporation 
Norfolk  Southern  Corporation 
Nordieast  Utilities 
NYNEX 
OMI  Corp. 

Overseas  Shipholding  Group,  Inc. 
PacifiCare  Health  Systems,  Inc. 
Pennsylvania  Power  &  Light  Co. 
Phillips  Petroleum  Company 
PLY  GEM  Industries,  Inc. 
Portland  General  Corporation 
Queenstake  Resources  Ltd. 
Safety-Kleen  Corp. 
Solid  Gold  Capital  Corp. 
Southwestern  Bell  Corporation 
Teleflex  Incorporated 
Telephone  &  Data  Systems,  Inc. 
Transamerica  Corporation 
United  Industrial  Corporation 
USLICO  Corporation 
USLIFE  Corporation 
U.S.  Precious  Metals,  Inc. 
Yankee  Energy  System,  Inc. 
Zero  Corporation 


The  advertisers  above  are  offering  you 
their  annual  reports  without  cost 

Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of  each 
company  whose  annual  report  you  would  like  to  receive,  or  call  1-800-848-1991. 
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The  histon  of  the  chiUzed  world. 
One  month  at  a  thne. 


Personal  Affairs 


By  Evan  McGlinn 


Edited  by  William  G.  Flanagan 


There  are  more  and  better  things  to  do  in 
Kennehunkport,  Me.  than  slowly  drive  by 
and  gawk  at  the  President' s place. 


Where's  George? 


Douglas  Mcrriam 
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The  President's  well-guarded  26-room  summer  home  on  Walker's  Point 

DaMii  Vaidc7/nif  Wllilc  Hihim; 


The  First  Lady  and  George  (arm  around  Mabel)  at  Mabel's  Lobster  Claw 
His  favorite:  stuffed  lobster;  Barbara's:  eggplant  parmesan. 


Tl  o  JUDGE  from  the  media  re- 
ports, Kennehunkport,  Maine's 
seacoast  village  where  George 
Bush  fishes  and  open-throttles  his 
speedboat,  is  tucked  off  in  a  part  of 
Maine  accessible  only  to  the  north- 
eastern elite.  In  fact,  Kennehunkport 
is  only  an  hour  and  a  half's  drive 
northeast  of  Boston,  and  45  minutes 
'South  of  the  legendary  L.L.  Bean  retail 
outlet  in  Freeport.  Make  it  a  day  trip 
next  time  you're  in  or  near  Boston. 

Of  course,  it's  hard  to  ignore  Presi- 
dent Bush's  house  on  Walker's  Point 
or  to  avoid  clucking  over  the  half- 
million-dollar  Victorian  gingerbread 
houses  on  Ocean  Avenue.  But  Kenne- 
bunkport,  linked  by  a  small  draw- 
bridge to  neighboring  Kennebunk,  has 
a  lot  more  going  for  it. 

Take  lodging,  for  example.  Kerme- 
bunkport  has  two  of  the  most  her- 
alded country  inns  to  be  found  any- 
where in  New  England. 

The  Captain  Lord  Mansion  (207- 
967-3141)  is  a  16-room  Federal-style 
inn  built  in  1812  for  Nathaniel  Lord,  a 
local  shipbuilder.  Working  fireplaces 
are  found  in  11  rooms,  many  of  which 
also  have  four-poster  queen-size  beds. 
A  country-style  breakfast  is  served 
around  large  wooden  tables  in  the 
inn's  kitchen.  Open  all  year.  Nightly 
rates  run  $100  to  $175. 

An  easily  walkable  mile  from  Dock 
Square — the  epicenter  of  tiny  Kenne- 
hunkport— is  the  White  Bam  Inn 
(207-967-2321).  This  25-room  inn  has 
two  renovated  bams  and  a  farmhouse. 
Working  fireplaces  and  whirlpool 
tubs  are  in  some  rooms,  which  are 
decorated  with  period  antiques.  Its 
restaurant  is  also  popular  (try  the 
Maine  periwinkles  with  Pernod  garlic 
butter  and  the  sautced  Maine  sea  scal- 
lops in  chardonnay  and  ginger  beurre 
hlanc).  Rates:  $95  to  $175;  suites, 
$220.  Also  open  year-round. 

Both  these  inns  have  received  the 
four-diamond  award  from  aaa,  but 
neither  has  ocean  views.  If  that's  what 
you  want,  look  to  the  96-room  Shaw- 
mut  Inn  (800-876-3931).  Rates  in  sea- 
son: $1 15  to  $155.  The  Cape  Arundel 
Inn  (207-967-2125),  with  14  rooms,  is 
the  only  place  in  town  with  views  of 
the  Bush  house.  Rates  in  season:  $95 
to  $105. 

If  you  want  beachfront,  there  is  the 
133-room  Colony,  a  grand  old  hotel 
open  from  June  12  to  Sept.  4.  Rates: 
$143  to  $244  per  couple,  includmg 
meals.  There  is  a  lovely  beach  just 
steps  from  the  Colony. 

That  beach  is  free,  but  most  other 
beaches  in  the  area  require  parking 
permits,  obtainable  from  the  police 
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Pt>(«(>graphs  b>-  Douglas  Mcrriam 


Kennebunkport's  Dock  Square;  drawbridge  connects  to  Kettnebunk 
Only  an  hour  and  a  half  from  Boston. 


station  or  town  office.  Cost?  $15  for 
the  season.  The  most  popular  of  these 
beaches  is  Goose  Rocks,  a  ten-minute 
drive  north  on  Route  9.  By  the  way, 
it's  true  what  they  say  about  the  wa- 
ter in  Maine.  In  May  the  water  is  a 
numbing  45  to  50  degrees  Fahrenheit, 
and  the  warmest  it  ever  gets  is  about 
65  degrees  in  August. 

If  you  have  the  kids  along,  you 
might  want  to  take  them  fishing.  Cap- 
tain Ben  Emery  takes  sinker-bouncers 
out  for  cod,  haddock  or  halibut  aboard 
his  50-foot  fishing  boat  De^  Water. 
Cost  for  the  day:  $25  per  angler,  $35 
on  weekends,  including  rods,  reels 
and  rain  gear,  as  well  as  on-board  fillet 
service. 

For  golfers,  there  is  the  Cape  Arun- 
del Golf  Club.  This  5,869-yard,  par  69 
course  is  to  George  Bush  what  Rancho 
Mirage's  Thunderbird  Country  Club 
was  to  Dwight  Eisenhower.  The 
course  is  semiprivate,  but  it  is  closed 
to  the  public  only  between  11  a.m. 
and  2:30^  p.m.  during  the  summer. 
Call  ahead  for  reservations  and  tee 
times  (207-967-3494). 

(Duffers'  note:  The  President's  best 
score  at  Cape  Arundel  last  summer 
was  an  81,  and  he  plays  a  quick  game, 
finishing  18  holes  in  less  than  IVi 
hours.  "His  long  irons  and  woods  are 
better  than  his  short  game,"  says  Ken 
Raynor,  the  club's  pro  and  a  longtime 
golfing  buddy  of  the  President's.) 

Shopping  and  antiquing  are  also 
major  attractions  in  this  neck  of  the 


Maine  woods.  The  most  trafficked 
showroom  is  Oliver's  antique  auc- 
tions (see  box,  p.  394).  But  there  are 
dozens  of  other  antique  shops  in  the 
area,  most  dotted  along  Route  1  north 
and  south  of  Oliver's.  For  maritime 
antiques,  the  Kennebunkport  Muse- 
um &.  Shop  on  Ocean  Avenue  is  wide- 
ly known. 

No  trip  to  this  area  would  be  com- 
plete without  driving  45  minutes 
north  to  Freeport,  home  of  Maine's 
second-most-famous  business  (after 
•lobsters),  L.L.  Bean. 

Walk  inside,  past  the  mooseheads 
and  the  pool  containing  live  brook 
trout,  and  you're  surrounded  by  over 


90,000  square  feet  of  shotguns,  fishing 
gear,  hunting  boots,  clothes,  cob- 
smoked  bacon,  canoes,  tents  and  bicy- 
cles—hundreds more  items  than 
you'll  ever  see  in  the  catalogs.  Bean's 
also  holds  over  100  clinics  a  year  on 
such  topics  as  winter  hiking,  cutting 
and  storing  large  game,  and  sea  kayak- 
ing. The  store  never  closes — it's  open 
24  hours  a  day,  including  Christ- 
mas— and  doesn't  even  have  locks  on 
the  doors. 

Besides  Bean,  Freeport  also  has  a 
clutch  of  designer  outlet  stores — 
Ralph  Lauren,  J.  Crew,  Patagonia, 
Anne  Klein,  etc. 

Where  to  go  in  Kennebunkport  for 


LL.  Bean's 90,000-scjnare-foot store  in  Freeport,  Me. 
Open  24  hours,  seven  days  a  week. 
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the  best  lobster?  The  locals  favor  Ma- 
bel's Lobster  Claw  Restaurant,  situat- 
ed on  Ocean  Avenue,  a  seven-iron 
shot  from  the  Colony.  With  wood 
paneling  and  wooden  tables,  the  place 
isn't  fancy,  but  George  himself  is  a 
regular  customer  and  a  close  personal 
friend  of  the  owner's,  59-year-old  Ma- 
bel Hanson.  She's  even  been  invited 
to  the  White  House. 

"George  is  very  fond  of  the  sword- 
fish,  but  baked,  stuffed  lobster  is  his 
favorite,"  says  Mabel  matter-of-factly 
as  she  scoops  fish  chowder  in  her 
kitchen.  "Barbara  always  has  the  egg- 
plant parmesan." 

Finally,  if  you  must,  the  President's 
oceanside  estate  (or  "George's 
house,"  as  the  locals  call  it)  is  out  on 
Walker's  Point,  2  miles  past  the  state- 
ly summer  homes  resting  on  the 
rocky  coast  along  Ocean  Avenue.  Sit- 
uated on  11  acres,  and  offering  pan- 


Vje  Captain  Lord  Maiision 
Fireplaces  in  many  rooms. 


oramic  ocean  views,  Bush's  26-room 
mansion  was  built  in  1905  by  his 
grandfather,  George  Herbert  Walker 
Sr.,  a  prominent  New  York  invest- 
ment banker.  In  1981  the  President 
(who  has  spent  almost  every  summer 
here)  purchased  the  house  from  his 
aunt,  Mary  Walker.  Local  real  estate 
brokers  now  value  the  Bush  spread  at 
around  $4  million. 
Don't  expect  to  stop  too  long  and 
c  admire  the  President's  house,  though. 
There  are  No  Parking  signs  all  along 
Ocean  Avenue,  and  the  Secret  Service 
even  closes  down  a  section  of  the  road 
at  night  when  the  Bushes  are  in  town, 
which  is  usually  for  three  weeks  in 
August.  And  even  if  the  Secret  Service 
chaps  weren't  around,  plenty  of  local 
salts  would  ask  some  hard  questions 
of  any  out-of-towner  nosing  too  close 
to  "George's  house." 


Where  collectors  hook  themselves 


About  4V2  miles  from  the  center  of  Kennebunkport 
.on  Route  1,  in  Kennebunk,  you'll  find  Oliver's 
Auction  Gallery. 

It's  the  kind  of  place  you'd  frequent  if  you  were  in 
charge  of  props  for  those  Ralph  Lauren  clothing  ads 
that  evoke  bygone  days  of  upper-crust  country  living. 
Many  of  the  items  offered  at  Oliver's  have  been  culled 
from  dusty  barns  and  attics  across  the  country — old 
golf  clubs,  duck  decoys,  firearms,  antique  fishing  tack- 
le— items  that  have  become  very  popular  with  collec- 
tors in  recent  years.  In  fact,  Oliver's  can  even  claim 
credit  for  having  launched  the  antique  fishing  tackle 
craze  in  1985,  when  it  held  the  first  auction  ever  of  old 
lures,  reels  and  rods.  Ever  since  then,  hundreds  of 
tackle  buffs  have  been  coming  to  town  each  July  to  bid 
on  old  Paw  Paw  Wotta-Frog  and  Creek  Chub  Wiggler 
lures,  H.S.  Gillum  fly  rods  and  George  Snyder  reels.  In 
1988  one  collector  paid  a  record  $22,000  for  an  1859 
Haskell  Minnow  fishing  lure  at  the  Oliver's  auction. 

More  recently,  old  golf  clubs  have  been  the  stars  of 


Three  unusual  old  clubs  recently  auctioned  at  Oliver's 

The  Wright  8l  Ditson  rake  iron  (middle)  fetched  $16,775. 


the  block.  Just  last  month  close  to  200  collectors  came 
from  'as  far  as  England  and  Japan  to  bid  for  old  clubs, 
balls,  bags  and  trophies  at  Oliver's  third  annual  golf 
auction.  Some  of  the  more  unusual  wooden-shafted 
clubs  fetched  thousands  of  dollars.  One  collector  paid 
$16,775  for  an  extremely  rare  Wright  &.  Ditson  rake 
iron,  for  example  (see  heloiv). 

"People  think  you're  a  little  mad  if  you  want  their 
old  clubs,"  admits  Sarah  Baddiel,  a  British  collector  and 
author  of  golf  anthologies,  who  is  currently  scouring 
the  U.S.  for  old  golf  gear. 

The  gallery,  which  also  auctions  more  traditional 
Americana  such  as  paintings,  furniture,  quilts  and  the 
like,  is  run  by  45-year-old  Richard  Oliver,  who  started 
collecting  old  bottles  after  returning  from  Vietnam  in 
1968.  Last  year  his  gallery  hammered  down  a  total  of  $7 
million  worth  of  goods. 

Here's  a  list  of  upcoming  auctions  at  Oliver's:  an- 
tique firearms,  June  16;  Boothbay  Theatre  Museum 
Collection  (featuring  300  years  of  theater  memorabil- 
11  -,Kr,iphshvi„,uKuvkrn.,n,  jg — costumcs,  props,  postcts,  play- 
bills, etc. — from  the  U.S.,  France, 
England  and  the  Soviet  Union), 
June  22,  23,  24;  American  furni- 
ture, glasswares,  clocks  and  quilts 
from  the  18th  and  19th  centuries, 
June  30  to  July  1;  advertising  post- 
ers, signs,  bottles  and  other  items, 
July  13,  14;  waterfowl  decoys,  July 
28,  29;  fishing  tackle  (featuring 
lower-priced  items),  July  30,  31; 
fishing  tackle  (the  pricier  stuff), 
July  30,  31. 

Oliver's  holds  about  30  auctions 
a  year  but  docs  not  sell  anything 
retail.  For  auction  catalogs  ($20  to 
$35)  and  more  information,  write 
Oliver's,  Route  1,  Plaza  One,  Ken- 
nebunk, Mc.  04043,  or  call  207- 
985-3600.— E.M. 
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Shoes 

Briefcases 

Small  Leather  Goods 

Belts 

Bally  of  Switzerland  Shops 

Clappers,  New  York,  New  Jersey.  Florida 

Lord  &  Taylor.  New  York 

Nordstrom,  Selected  Stores 

Rubenstein  Bros.,  New  Orleans 

For  free  brochure  write: 

Boswell,  One  Bally  Place, 

New  Rochelle,  New  York,  10801. 


Collectors 


When  acquiring  jade,  you  must  know  how  to  tell  the 
real  thing  and  also  be  prepared  to  haggle  with  deal- 
ers— even  in  the  best  Fifth  Avenue  shops 


"The  stone 
of  heaven" 


By  Christie  Brown 


TIhis  is  no  area  for  the  trusting 
innocent.  An  estimated  75%  of  all 
carved  jade  stones  for  sale  are  fakes.  If 
the  description  isn't  phony,  the  min- 
eral itself  probably  is.  And  even  when 
buying  the  genuine  article,  you  have 
to  bargain  like  a  Persian  rug  dealer  to 
avoid  overpaying. 

"A  Fifth  Avenue  dealer  was  asking 
$45,000  for  this  pair  of  jade  dogs," 
confides  Andrea  Fodor,  a  New  York 
poet  and  collector,  "but  I  offered 
$8,000  cash — and  got  them."  Fodor, 
whose  collection  of  over  50 
Chinese  jade  pieces  dates  back 
to  the  16th  century  (she 
thinks)  and  is  worth  over 
$500,000,  says  she  routinely 
haggles  down  dealers'  prices 
by  a  third  or  more.  "It's  part  of 
the  Asian  culture,"  explains 
Albert  Harari,  owner  of  the 
Regal  Collection,  a  jade  gallery 
in  New  York.  The  bargaining, 
he  says,  "is  expected." 

Fodor's  collection,  begun  in 
1977,  includes  an  ice-blue 
jadeite  goddess  originally 
priced  at  $14,000,  for  which 
she  paid  $10,000;  a  nephrite 
buffalo  that  dropped  from 
$7,000  to  $5,000;  a  pair  of  jade- 
ite elks  that  fell  from  $25,000 
to  $10,000;  and  a  jadeite 
mountain  sculpture  bought  for 
$26,200  instead  of  the  asked- 
for  $45,000. 

Jadeite?  Nephrite?  Which  is 
really  "jade"?  Both  of  them 
are.  And  therein  lies  the  cause 
for  much  of  the  confusion 
about  one  of  mankind's  earli- 
est prized  collectibles. 

Nephrite,  which  ranges  in 
color  from  spinach  green  to 
grays,  browns  and  mutton-fat 
white,  is  in  abundant  supply. 
It  was  used  by  many  early  cul- 
tures, including  Meso-Ameri- 
cans,  Maoris  and  Asians,  dat- 


ing back  to  3000  b.c.  Mined  all  over 
the  world,  from  Wyoming  to  Italy  to 
Russia,  nephrite  is  harder  than  most 
steel  (but  not  stainless  steel)  and  very 
tough  to  break. 

Jadeite  also  comes  in  a  rainbow  of 
colors,  including  bright  emerald 
green,  apple  green,  yellow,  red,  laven- 
der and  blue.  But  it  is  mined  almost 
exclusively  in  Burma,  and  was  not 
even  discovered  until  the  Chinese 
Emperor  Ch'ien  Lung  invaded  in 
1750.  Dazzled  by  the  colors,  he 
brought  back  huge  quantities  for  im- 
perial workshops.   Jadeite,   although 


The  eight  immortals  of  Chinese  myth 
Jadeite  wtis  discovered  in  1 750. 


New 
Her 


York  jade  collector  Andrea  hodor 

SO'piece  collection  is  worth  over  $500,000 
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harder  than  nephrite,  can  be  finely 
carved  and  takes  a  higher  polish. 
Throughout  the  18th  century  and  ear- 
ly 19th  century  Chinese  artisans 
made  intricate  jewelry  and  decorative 
objects  like  censers,  animals,  vases 

Ph„l,.sraphs  hv  Ho^drd  S.mmons         ^^^  goddcSSCS   that   shoWCd  off 

the  colors  and  translucency  of 
jadeite. 

China  has  a  unique  bond 
with  jade  that  goes  back  to  an- 
tiquity. Much  of  China's  his- 
tory, symbolism  and  mytholo- 
gy revolve  around  jade.  To  the 
Chinese,  jade  is  the  "stone  of 
heaven,"  the  link  between  life 
and  immortality. 

For  example,  myth  has  it 
that  a  god  made  jade  axes  from 
a  rainbow  for  man,  and  all  the 
gods  used  jade  tablets  for  their 
message  pads.  A  "jade  wo- 
man" was  a  perfect  female  (or 
prize  courtesan).  Athletes  won 
jade  for  first  place — second 
place  was  gold,  and  third  was 
ivory.  Jade  masterpieces  could 
take  20  years  of  grinding  and 
polishing.  And  master  carvers, 
sponsored  by  the  emperors, 
were  well  up  in  the  caste 
hierarchy. 

But  while  China  produced 
countless  thousands  of  jade 
objects  over  the  centuries,  few 
remain  now  on  the  Chinese 
mainland.  In  the  late  Twenties 
Chiang  Kai-shek  fled  to  Tai- 
wan with  boatloads  of  price- 
less jade — some  of  which  can 
be  seen  in  Taipei's  peerless 
National  Palace  Museum, 
which   houses   the   most   cx- 
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And  you  thought  your  teenagers  were  rough  on  a  car. 


O, 


'ne  of  the  reasons  a  Range  Rover  with- 
stands the  rigors  of  normal  driving 
conditions  so  stupendously  is  that  it  was 
designed  to  wfthstand  the  rigors  of 
decidedly  abnormal  ones. 

The  sands  of  the  Sahara.  The  snows  of 
Kilimanjaro.  Jungles.  Craters.  Mud-covered 
savannahs. 

With  a  unique  14  gauge  steel  chassis, 
Range  Rovers  not  only  get  through  mile 


after  mile  of  arduous  terrain,  they  get 
through  year  after  year  of  it. 

In  fact,  Range  Rovers  in  their  third 
decade  are  still  climbing,  wading  and 


ilftdh 


GRANGE  ROVER 


generally  conquering  adversity  all  over 
the  world. 

So  if  the  idea  of  an  extravagantly 
luxurious,  undauntably  rugged  vehicle 
appeals  to  you,  call  1-800  FINE  4WD 
for  the  name  of  a  dealer  near  you . 

It's  not  surprising  that  even  at  roughly 
838,000  many  people  consider  a  Range 
Rover  well  worth  the  price. 

It  is,  after  all,  a  jungle  out  there. 
/ 


traordinary  jade  collection  in  the 
world.  The  museum  estimates  that  if 
it  changed  jade  displays  once  a  week  it 
would  take  100  years  to  show  it  all. 
(In  the  U.S.  the  best  private  collection 
open  to  the  public  is  the  Avery  Brun- 
dage  Collection,  housed  in  San  Fran- 
cisco's Golden  Gate  Park.) 

Right  now,  Taiwan  is  floating  on  a 
sea  of  liquidity,  and  Taiwanese  collec- 
tors are  the  biggest  worldwide  buyers 
of  jade.  Taiwanese  bought  70%  of  the 
items  sold  at  Sotheby's  fall  sale, 
where  a  record  $2  million  was  paid  for 
a  19th-century  pair  of  jadeite  female 
figures. 

Jade  is  still  mass-produced  through- 
out China  and  Taiwan,  although  great 
art  works  are  now  rare.  And  beginning 
last  year,  all  jade  carvings  imported 
from  China  are  now  subject  to  a  21% 
duty  tax.  This,  even  though  much  of 
the  raw  nephrite  itself  comes  from 
British  Columbia.  Mohawk  Oil  Co.,  a 
gas  and  oil  company  based  in  Bur- 
naby,  B.C.,  claims  to  have  the  largest 
nephrite  deposit  in  the  world,  2,000 
tons  in  reserves.  Another  British  Co- 
lumbia company,  Cassiar  Co.,  annu- 


Phoiograph^  by  Htward  Simmoa^ 


Jadeite  goddess  worth  $600 
Bought  at  afire  sale. 


ally  sells  300  tons  of  nephrite,  a  by 
product  of  the  company's  asbestos 
mining.  "It  costs  about  $6  to  $15  per 
pound,"  says  Matt  Waldner,  head  of 
the  mineral  division  for  Mohawk, 
"but  we  generally  sell  by  the  20-ton 
container  load." 
Like  any  mineral,  jade  is  priced  by 


Lai  etider-and-green  jadeite  statuette 
From  $14,000  down  to  $10,000. 


quality.  Nephrite  graded  "A"  quality, 
meaning  the  best  color,  density  and 
lack  of  veining,  accounts  for  only 
about  10%  of  British  Columbia's  out- 
put, yet  it  still  costs  no  more  than  $50 
per  pound  at  the  mine.  In  contrast, 
jadeite,  auctioned  by  the  Burmese 
government  or  smuggled  out  through 
bordering  Thailand,  can  cost  ten 
times  as  much. 

However,  the  mineral  serpentine, 
which  even  some  experts  have  trou- 
ble distinguishing  from  jade,  can  be 
bought  for  the  price  of  transporting 
the  rock.  And  it's  much  easier  to 
carve.  "A  carver  can  crank  out  ten 
serpentine  pieces  to  one  nephrite," 
says  Waldner. 

In  fact,  serpentine  and  another  cheap 
mineral,  aventurine,  which  look  like 
jade,  fool  so  many  buyers  that  gem 
merchants  now  call  them  "new  jade" 
and  "Indian  jade,"  respectively.  More 
stones  are  sometimes  pawned  off  by 
unscrupulous  dealers  under  such  exot- 
ic names  as  "Ho  Nan"  jade,  "Soo 
Chou"  jade,  or  "Nan  Yang"  jade.  But  in 
reality  they  are  jade  lookalikes  that 
include  soapstone,  chrysolite,  albite, 
bowenite  and  others. 

The  buyer  of  an  expensive  jade  carv- 
ing is  well  advised  to  get  the  stone 
tested.  By  using  spectrometers — light 
refractors — and  tests  for  specific  grav- 
ity, gemologists  can  determine 
whether  a  stone  is  really  jade.  But 
sometimes  even  the  most  seasoned 
dealers  get  taken.  Dealer  Albert  Hara- 
ri,  of  the  Regal  Collection,  sends  ques- 
tionable pieces  to  the  Gemological  In- 
stitute of  America  in  New  York,  as  do 
Sotheby's  and  Christie's.  Any  ciA-ccr- 
tified  jeweler  can  run  the  tests  for  a 
private  client,  at  a  cost  of  about  $100. 
hi  collecting  this  inscrutable  mineral, 
the  testing  fee  is  definitely  money 
well  spent. 
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Fve  fished  a  lot  of  places  on  this  river, 

but  I've  always  had  the  best  luck 

right  here.  Maybe  it's  the  temperature 

of  this  Water,  maybe  it's  the  currents, 

but  I've  caught  fish  here  even  when  the 

local  experts  say  they  aren't  taking^ 

It's  so  peaceful,  so  stilL  Td  come  here 

even  if  I  never  caught  another  fish, 

or  at  least  that's  what  I  tell  myself  when 

Tm  not  catching  any. 


L.  L.  Bean. 

For  the  outdoors  inside  each  of  us. 


.»'■■* 


"'-^.. 
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■  VT.  vjv^ 


For  78  years,  L.  L.  Bean  has  offered  durable,  practical  products  for  men  and  women  who  love  the  outdoors. 

Our  catalog  includes  active  and  casual  apparel,  footwear,  equipment  and  accessories. 

All  fully  guaranteed  and  honestly  priced.  If  you'd  like  a  copy,  please  call  1-800-548-4303  anytime. 


LLBean' 

FREEPORT.  MAINE 


k 
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139.000  Acres  ot  Maine  Timberland 
Acquired  by  French  Investors 


nJIGH  YOUR  CHIDREN 10  SAUL 
ORTEACHUDH  AFOREIGN  UNGUAGt 


Don't  think  for  a  moment  that 
we're  criticizing  foreign  investors. 
Quite  the  opposite,  in  fact. 

In  1988,  the  average  Japanese 
citizen  reportedly  saved  15.2%  of 
his  disposable  income.  The  average 
West  German,  12.6%.  And  the  av- 


erage American,  only  4.4%.  It's  no    toward  a  better  future  for  all  of  us 
wonder  other  countries  can  easily     and  provide  financial  security  for 
afford  to  buy  property  right  here  in    you  and  your  children . 
the  United  States.  The  good  news  Otherwise,  America  will  con- 

is,  you  can  do  something  to  help  re-  tinue  to  be  the  land  of  opportunity 
verse  this  trend.  By  saving  "^^k^^y^—  ./^  _  ^  For  everyone  but 
more,  you  can  contribute     -lMrX\iyiU.o  Americans. 


'Pjriially  owned.  Dreyfus  Service  Corporation  is  the  dislribulorof  a  famil)  of  mutual  funds. 
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Capital  goods  stocks  will  lead  the 
market  in  the  early  1990s,  according 
to  Robert  Farrell,  Merrill  Lynch's 
chief  market  analyst.  That's  a  change 
from  the  previous  decade,  in  which 
consumer  and  finance  issues  were 
strong.  Farrell  believes  there  will  be  a 
fundamental,  long-term  shift  in 
spending  patterns  that  will  benefit 
such  areas  as  the  energy  industry,  cap- 
ital goods  manufacturers  and  selected 
technology  firms  that  have  a  special 
niche  in  their  market.  Nevertheless, 
he's  holding  off  on  buying  such  issues 
because  he  is  pessimistic  about  the 
market's  short-term  prospects.  He 
thinks  that  another  downturn  similar 
to  or  even  more  severe  than  January's 
correction  is  coming.  Farrell  cites  the 
recent  excitement  about  the  $3.2  bil- 
lion net  inflow  into  equity  mutual 
funds  in  March.  "This  may  be  a  bad 
omen.  We  were  seeing  the  same  kinds 
of  numbers  just  before  the  market 
topped  out  back  in  1987,"  he  says. 

Stocks  posted  moderate  losses  in 
the  last  two  weeks.  The  Wilshire  in- 
dex of  6,000  securities  has  a  total  re- 
turn (capital  appreciation  and  depreci- 
ation, plus  dividends)  of  -5%  so  far 
this  year.  Average  daily  trading  vol- 
ume on  the  New  York  Stock  Ex- 
change declined  for  the  third  straight 
month  in  April,  to  just  140  million 
shares.  About  the  most  excitement  in 
the  last  two  weeks  came  from  Ameri- 
can General,  which  rose  26%  after  its 
board  put  the  company  up  for  sale. 
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Performance 

Price 

Total  return 

Last  4  weeks 
-  Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (9/25/85) 

-1.9% 
-6.0 
-8.7 
72.5 

-1.7% 
-5.0 

loi.'s  vVjJ 
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The  Wilshire  index  as  of  5/3/90 
-  Market  value;  $3,009.1  billion 
Price/book:  3.1            ».  ^^- 

p/E;  16.6           rr^ 

Yield:  3.3%           /  /       *■ 
1^1              1 

1 

1 

■  Wilshire  index 

■  200-day  moving  average 
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The  Best  Performing  Stocks 


The  Worst  Performing  Stocks 


■90 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)* 

Rel  voP 

American  General 

473/4 

26% 

14 

8,950 

2.2 

Adolph  Coors 

225/8 

21 

16 

3,198 

4.0 

Storage  Technology 

26'/4 

20 

19 

3,345 

1.7 

Norton 

88'/8 

18 

24 

10,440 

2.3 

US  Healthcare  Systems 

13'/8 

17 

23 

4,664 

1.4 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)* 

Rel  voP 

Handlemen 

13% 

-24% 

10 

1,665 

2.3 

DSC  Communications 

10'/8 

-22 

13 

7,915 

1.9 

Echo  Bay  Mines 

12'/4 

-20 

NM 

3,621 

0.8 

Black  &  Decker 

13'/2 

-19 

NA 

4,859 

1.6 

Illinois  Power 

153/8 

-17 

NM 

4,888 

3.0 

Closeup  on  the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6.000  stocl(s,  capitalization  weighted 

3,215.27 

-1.0% 

Europe,  Australia,  New  Zealand  and  Far  Easf* 

(EAFE)  3  dollar  denominated  capitalization  weighted  index 

849,10 

-0.3% 

Wilshire  index 

6,000  stocks,  equal  weighted 

20.87 

-0.6 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

110.98 

0.5 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

2,696.17 

-0.6 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

101.25 

-0.3 

S&P500     . 

Capitalization  weighted  cross  section,  major  stocks 

335.57 

-0.7 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

159.72 

-1.9 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

183.97 

-0.9 

Gold^  (composite  quote  of  6  major  dealers) 

$370.30 

-1.6 

Yen*  (per  $U.S.) 

158.15 

0.6 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

344.97 

-0.9 

Commodity  index*  (CRB  futures  index,  1967=  100) 

245.89 

1.2 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

425.44 

-0.8 

Oil*  (W  Texas  intermediate) 

$18.00 

-0.3 

T  bills*  (90  days) 

7.84% 

8  basis  points' 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 

293.74 

-1.1 

Broker  loan  rate* 

9.25% 

unchanged 

Note:  All  data  for  periods  ending  5/3/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
^Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ""Morgan  Stanley 
Capital  International  Perspective.  'For  period  ending  5/4/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  Knight-Ridder  Financial  Information. 
A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NA:  Not  applicable.  NM:  Not  meaningful. 
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Foreign  vs.  U.S.  markets 


$200 


Value  of  $100  invested  3/31/87 


150   _ 


100 
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EAFE' 

yp^ 

S&P  500 

1 

EAFE  as  of  3/31/90: 

Value              837.74 
P/E                    19.5 
Price/book            2.4 
Yield                  2.2% 

1                         1 
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'88 


'89 


'90 


Developed  markets 

Market 

Total  return^ 
Smooths      12  months 

P/E 

Austria 

46% 

162% 

64 

Norway 

20 

40 

15 

Germany 

11 

73 

19 

Denmark 

8 

57 

16 

Hong  Kong 

7 

3 

10 

Japan 

-32 

-30 

39 

Spain 

-16 

-6 

11 

New  Zealand 

-15 

-8 

13 

Australia 

-10 

4 

11 

Sweden 

-9 

9 

14 

Emerging  markets 

Region 

Total  return* 
3  months       1 2  months 

P/E 

Asia 

3% 

26% 

NA 

Latin  America 

-19 

5 

NA 

Country 

Total  return* 
3  months       1 2  months 

P/E 

Venezuela 

56% 

11% 

10 

Greece 

29 

158 

32 

Turkey 

24 

NM 

25 

Brazil 

-50 

-50 

6 

Argentina 

-37 

100 

7 

Colombia 

-16 

-10 

9 

Japan's  market  collapse  is  very  visible  in  the  chart  above, 
which  show^s  the  performance  of  foreign  stocks  during  the 
first  quarter.  The  Nikkei  index  fell  23%  in  yen  and  30%  in 
dollars  in  the  first  three  months  of  1990.  This  is  about  $1.2 
trillion,  nearly  the  combined  market  capitalization  of  Brit- 
ish and  German  stocks.  (The  Nikkei  leveled  off  in  April, 
with  a  0.4%  drop  to  29,855.)  The  Japanese  market  carries 
almost  a  fourth  of  the  weighting  in  Morgan  Stanley's  eafe 
indicator,  a  capitalization-weighted  index  of  1,130  compa- 


Who's  Hot 


nies  in  Europe,  Australia,  New  Zealand  and  the  Far  East. 
The  EAFE  shows  a  first-quarter  loss  of  20%  in  dollar  terms. 
By  comparison,  the  Standard  &  Poor's  500  fell  4%. 

The  tiny  Austrian  market,  which  should  benefit  from 
the  reconstruction  of  Eastern  Europe,  had  a  three-month 
total  return  (in  dollars)  of  46% .  In  Latin  America,  Venezue- 
lan stocks  rebounded  sharply  in  the  first  three  months.  But 
Brazil,  the  largest  market  in  this  region  ($27  billion  in 
capitalization),  had  a  total  return  of  -50%. 


Who's  Not 


Company/country 

Business 

Price 

3-month 

price 

change 

P/E 

Company/country 

Business 

Price 

3-month 

price 

change 

P/E 

Austrian  Airlines/Austria 

airlines 

438^8 

79% 

26 

Nissho  Iwai/Japan 

trading 

4 

-55% 

32 

Preussag/Germany 

multicompany 

288 

58 

35 

Nippon  Oil/Japan 

energy 

6y8 

-49 

45 

Hochtief/Germany 

construction 

839 

38 

60 

Calor  Group/UK 

energy 

41/4 

-37 

20 

Veitscher  Magnesit/Austria 

metals 

122'/4 

30 

43 

Banco  E  de  Credito/Spain 

banking 

30 

-34 

13 

Nuovo  Pignone/ltaly 

machinery 

5>/2 

24 

24 

Volvo/Sweden 

automotive 

9V8 

-19 

6 

Cheap  Foreign  Stocks 


High-Yielding  Foreign  Stociis 


Company/country 

Business 

Price 

Earnings 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Peugeot  SA/France 

automotive 

148 

$32.10 

5 

Gen  Property  Trust/Australia 

real  estate 

2 

10.1% 

11 

Solvay/Belgium 

chemicals 

388 '/2 

63.60 

6 

Unerg/Belgium 

utility 

71'/4 

8.5 

8 

Hunter  Douglas/Netherlands 

multicompany 

50  Vs 

6.00 

8 

Canadian  Pac  Forest/Canada 

bidg  materials 

30 '/4 

7.4 

7 

Valeo/France 

ind  components 

117'/4 

13.40 

9 

Algemene  Bank/Netherlands 

banking 

20  V4 

7.3 

8 

Ver  Machine/Netherlands 

machinery 

26 

2.19 

12 

Hong  Kong  Elec/Hong  Kong 

utility 

l'/4 

6.7 

10 

Note:  All  data  tor  period  ending  3/31/90.  Selected  stocks  have  a  market  capitalization  of  at  least  {300  million  'EAFE  is  a  pnce  return  index  ol  European,  Australian.  New  Zealand  and  Far  Eastern  stocks  converted  into  U  S  dollars 
^Perlormance  numbers  reflect  both  local  pnce  change  and  currency  fluctuation.  Dividends  are  reinvested  after  subtracting  foreign  withholding  tax  NA  Not  applicable  NM  Not  meaningful  Principal  source  Morgan  Stanley  Capital 
International  Perspective.  Emerging  markets  data  provided  by  International  Finance  Corporation. 


m 


402 


FORBES,  MAY  28,  1990 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  April  30,  1990 

$1,100,000,000 

Auburn  Hills  Trust 

Guaranteed  Exchangeable  Certificates  Due  2020 

Payment  of  principal  and  interest 
unconditionally  guaranteed  by 

^^  CHRYSLER 
IStS  CORPORATION 

Price  100%  and  accrued  interest  fronn  May  1,  1990 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Inc 

Bear,  Stearns  &  Co.  Inc. 

The  First  Boston  Corporation 

Merrill  Lynch  Capital  Markets 
Morgan  Stanley  &  Co. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co.  Shearson  Lehman  Hutton  Inc. 

Chase  Securities,  Inc.  Daiwa  Securities  America  Inc.  Dillon,  Read  &  Co.  Inc. 

Donaldson,  Lufkin  &  Jenrette       Kidder,  Peabody  &  Co.       J. P.  Morgan  Securities  Inc. 

Securities  Corporation  Incorporated 

PaineWlebber  Incorporated  Prudential-Bache  Capital  Funding 

Dean  Witter  Reynolds  Inc.  Yamaichi  International  (America),  Inc. 

The  Chapman  Co.  CL  Global  Partners  Securities  Corporation 


The  Right  Kind 
of  Value 


Energy  PanCanadian  Petroleum  has 
working  interests  in  eight  million  net  acres 
supported  by  aggressive  exploration, 
development  and  acquisition  program. 

Fording  Coal  is  one  of  world's  most 
efficient  coal  producers  and  has  two 
billion  tonnes  of  metallurgical  and 
thermal  coal  reserves. 

Forest  Products  Canadian  Pacific 
Forest  Products  is  one  of  world's 
largest  producers  of  newsprint 
and  pulp  and  also  manufactures 
paperboard  and  packaging,  white 
paper,  tissue  and  lumber 

Real  Estate  l\Aarathon  Realty  has 
27  million  square  feet  of  leasable 
space  in  shopping  centers,  office, 
industrial  and  aviation  buildings  in 
Canada  and  the  United  States. 


Transportation  CP  Rail  freight 
train  emerges  from  l\Aount 
Macdonald  Tunnel,  longest 
railway  tunnel  in  North  America 
and  pat  t  of  major  capacity 
expansion  project  in  Western 
Canada. 


Our  primary  goal  at  Canadian 
Paciific  is  creating  value  for 
our  shareholders. 

An  extensive  restructuring 
program  has  transformed  our 
company.  The  level  and  quality 
of  our  earnings  have  increased 
and  our  financial  position  has 
improved  quite  dramatically. 

Our  job  isn't  finished,  and  it  never 
will  be,  but  we  are  succeeding  in 
building  a  high-quality  investment 
vehicle.  We  are  doing  it  by 
reducing  costs,  increasing 
productivity  and  establishing 
strong  leadership 
positions  in  each  of  our 
core  businesses.  And  by 
using  our  management 
skills  and  financial 
flexibility  to  develop  the 
inherent  strengths  of 
these  businesses  and 
to  respond  to  the 
challenges  of  today's 
increasingly-competitive 
global  marketplace. 

At  Canadian  Pacific, 
we  always  keep  an  eye  on  our 
primary  objective:  producing 
higher  returns  and  better  quality 
earnings  for  our  shareholders. 

For  more  information  write: 
Vice-President,  Investor  and 
Industry  Relations,  Canadian 
Pacific  Limited,  P.O.  Box  6042, 
Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 


Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Want  to  dip  your  toe  in  the  junk  market 
now?  Consider  subordinated  bank  hold- 
ing company  notes. 

BANK  JUNK 


ing  company  when  bondholders 
asked  to  be  paid  off  at  more  than  30 
cents  on  the  dollar. 

The  stock  market  is  telling  us  a 
lot  about  the  investing  public's 
skepticism.  The  Bank  of  Boston  has 
lost  two-thirds  of  its  peak  equity 
market  value.  The  Bank  of  New  En- 
gland is  off  from  a  12-month  high  of 
23 78  to  a  recent  3 '/a. 

The  damage  is  not  confined  to 
New  England,  though.  Most  large 
U.S.  banks  are  under  a  cloud.  Citi- 
corp has  been  pressured  by  the  deci- 
sion of  Standard  &.  Poor's  to  down- 
grade its  debt  one  notch,  to  AA- 
minus  from  AA.  Chemical  Banking 
Corp.  has  been  hard  hit  by  its  own- 
ership of  Texas  Commerce  Bank. 
Even  J. P.  Morgan,  which  has  stead- 
fastly held  its  AAA  ranking,  has 
seen  its  stock  decline  to  33 'A  from  a 
recent  high  of  48  Vs. 

Stock  investors  are  counting  on  a 
.resurgence  in  profits — meaning,  in 
effect,  an  end  to  huge  additions  to 
bad-loan  reserves  and  other  un- 
pleasant surprises.  Bank  bond  buy- 
ers are  making  a  more  modest  bet, 
that  the  bank  won't  fail.  Joseph  Fo- 
ley, bank  note  trader  at  Prudential- 
Bache,  makes  the  case  for  the  bonds. 

Foley  favors  the  subordinated 
notes  of  medium-quality  issuers 
like  First  Union,  Bamett  and  ncnb. 
A  note  is  a  bond  with  a  maturity  of 
two  to  ten  years.  "Subordinated" 
means  that  if  the  bank  fails,  the 
note  holder  is  next  to  last  in  line  at 
the  creditors'  window,  ahead  of 
stockholders. 

The  First  Union  9.45%  subordi- 
nated note  of  1999  was  recently 
trading  at  a  yield  to  maturity  of 
10.5%,  which  is  1.4%  over  the  rate 
on  similar  maturity  U.S.  Treasury 
notes.  Notes  from  other  regional 


Michael  Milken  used  to  give 
speeches  about  how  junk  bonds  had 
brought  credit  to  all  sorts  of  worthy 
but  not  quite  bankable  businesses. 
Here's  an  interesting  twist  in  the 
junk  market:  Some  banks  are  now 
unbankable,  if  you  will.  The  subor- 
dinated capital  notes  of  bank  hold- 
ing companies,  especially  in  the 
Northeast,  are  trading  at  junk 
yields,  12%  or  even  14%.  If  you 
think  the  banks  will  survive,  these 
returns  are  tempting. 

It's  a  fairly  good  assumption  that 
most  New  England  banks  will  sur- 
vive, battered  but  breathing,  from 
the  current  disaster  in  real  estate 
credits  and  overleveraged  buyouts. 
Some  major  players  may  fall  by  the 
wayside  and  default  on  their  junk, 
but  where  there's  no  risk  there's  no 
reward. 

Bank  notes  pay  much  higher 
yields  than  certificates  of  deposit 
because  4:he  notes  are  not  federally 
guaranteed.  In  the  old  days,  it  was 
said  that  some  banks  were  too  big  to 
fail,  and  the  Federal  Deposit  Insur- 
ance Corp.  once  went  so  far  as  to 
bail  out  the  preferred  stock  of  Con- 
tinental Illinois  Bank.  No  more. 
The  FDic  recently  rejected  a  pro- 
posed bailout  of  a  Texas  bank  hold- 

Ren  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


banks,  such  as  mnc  Financial, 
Chemical  Banking  Corp.  and  Shaw- 
mut  National,  are  attractive  at 
yields  of  12.3%  to  13.5%. 

Senior  notes,  which  have  a  supe- 
rior claim  on  bank  assets,  pay  about 
1%  more  than  Treasurys.  In  a  bank 
failure,  the  owners  of  senior  notes 
would  be  ahead  of  the  owners  of 
subordinated  notes,  but  junior  to 
general  creditors  and,  of  course,  to 
the  federal  government  and  the  in- 
sured depositors. 

There  is  more  than  long-term  risk 
in  bank  paper,  Foley  cautions;  there 
is  also  a  high  degree  of  day-to-day 
price  fluctuation.  Bank  analysts' 
latest  game  is  to  keep  tabs  on  where 
bank  examiners  are  headed.  If  a 
bank  plays  host  to  a  lot  of  these 
guys,  you  dump  the  bank's  securi- 
ties. Why?  Because  it's  almost  a 
foregone  conclusion  that  the  loan 
examiners  will  severely  discount 
the  value  of  real  estate  assets  on  the 
bank's  books.  The  consequence  is  a 
massive  writeoff  that  follows  the 
departure  of  the  examiners. 

There  could  be  more  bad  news 
ahead.  Still  to  come  are  a  lot  of 
writedowns  on  bank  loans  for  lever- 
aged buyouts,  known  in  finance  as 
highly  leveraged  transactions.  Pub- 
licly traded  debt  in  lbos — to  wit, 
junk  bonds — has  been  severely 
marked  down  in  the  past  year.  Why 
shouldn't  the  nonpublic  lbo  debt 
held  by  banks  be  marked  down? 

But  consider  Chemical  Banking 
Corp.  subordinated  notes.  Rated 
Ba-1  by  Moody's  and  BBB-plus  by 
s&cp,  the  ten-year  notes  trade  at 
82.92  to  yield  13%  to  maturity. 
That  is  a  rich  4%  yield  advantage 
over  Treasury  notes  of  similar  ma- 
turity. Chase  Manhattan  subordi- 
nated notes,  the  10s  of  1999,  trade  at 
a  price  of  94.86,  for  a  10.9%  yield  to 
maturity.  That  is  1.9%  over  the 
Treasury  yield  curve. 

Even  Citicorp,  still  considered  a 
prime-quality  large  bank,  is  taking 
its  lumps  from  the  rating  agencies. 
Newly  issued  Citicorp  seven-year 
senior  notes  (Moody's,  A-1;  s&p, 
AA-minus)  are  paying  1.1%  more 
than  Treasurys.  Citicorp  ten-year 
subordinated  notes  (Moody's,  A-2; 
s&p,  A-plus)  pay  1.5%  more  than 
Treasurys.  The  senior  notes  are 
temporarily  under  pressure  because 
of  selling  by  Japanese  institutions. 

If  it's  yield  you  want,  and  you're 
willing  to  take  chances  to  earn  it, 
these  bank  debentures  look  inter- 
esting. To  spread  the  risks,  though, 
I'd  buy  a  package  of  them.  ■ 
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MONEY  &  INVESTMENTS 


By  David  Dreman 


Considering  all  the  recent  blows  it  has 
taken,  the  U.S.  stock  market  is  acting  well. 
Which  stocks  seem  to  be  good  buys  now? 

WHERE  ARE 
THE  VALUES? 


and  the  toppling  of  some  major  fi- 
nancial institutions  as  a  direct  re- 
sult has  had  almost  no  effect.  More 
important,  the  recent  estimates  of 
the  S&.L  bailout  are  a  staggering 
$500  billion  (about  five  times  the 
cost  of  the  Vietnam  war),  and  yet 
our  market  hardly  moved  on  the 
news.  The  fear  of  a  resurgence  of 
inflation  has  put  a  damper  on  the 
market  lately,  but  this  appears  to  be 
fully  discounted. 

In  short,  the  market  has  held  up 
in  the  face  of  widespread  nervous- 
ness and  plenty  of  bad  news.  That's 
good.  Does  this  mean  that  all  stocks 
are  screaming  buys?  No,  but  there 
are  major  pockets  of  opportunity 
out  there.  Last  year  a  good  part  of 
the  market's  gain  was  precipitated 
by  sharply  higher  prices  for  compa- 
nies that  looked  as  if  they  would  be 
taken  over  by  a  combination  of  lbo 
and  junk  bond  financing.  With  this 
game  rapidly  sinking  into  oblivion, 
investors  are  increasingly  concen- 
trating on  industries  with  strong 
fundamentals.  This  is  where  the 
value  is  today. 

The  bank  stocks  represent  some 
of  the  most  striking  values.  The  s&l 
regulators  appeared  asleep  at  the 
switch  through  that  catastrophe. 
Their  counterparts  at  the  banks,  not 
wanting  to  be  accused  of  the  same 
complacency,  are  on  red  alert  and 
have  been  extremely  tough  in  their 
examination  of  bank  loans.  The 
bank  regulators  are  probably  over- 
doing it  and  prodding  the  banks  into 
putting  some  sound  loans  into  the 
nonpaying  category. 

Today  many  of  the  better-quality 
banks  trade  at  their  lowest  prices 
relative  to  the  market  in  a  decade, 
in  spite  of  the  fact  that  loan  reserves 
are  substantially  higher  than  in  the 


Tough  market.  Since  the  beginning 
of  the  year  the  s&p  500  is  down 
about  5%.  But  is  it  really  so  tough, 
considering  that  the  market  moved 
up  55%  in  the  eight  quarters  follow- 
ing the  crash  and  300%  (including 
dividends)  since  1982? 

I  suspect  the  nervousness  stems 
not  so  much  from  this  year's  5% 
decline  as  from  a  fear  that  the  string 
has  finally  run  out.  Witness  the 
near-record  amounts  of  institution- 
al cash  currently  on  the  sidelines. 

I  further  suspect  that  the  nervous- 
ness is  overdone.  The  market  has 
been  buffeted  this  year  by  a  number 
of  extraordinary  events  that  would 
have  sent  a  weaker  market  into  a 
tailspin.  First,  it  has  survived  in  the 
face  of  the  popular  dogma  that  all 
major  world  stock  markets  are  in- 
terlinked. The  mighty  Japanese 
market  collapsed,  but  ours  didn't. 
While  there  is  no  question  the  direc- 
tion of  German  and  Japanese  inter- 
est rate  moves  will  affect  our  own, 
the  relationships  among  the  world's 
equity  markets  are  far  less  clear. 

The  market  has  moved  through 
other  rattling  events  with  little 
damage.  The  collapse  of  junk  bonds 

David  Dreman  is  managing  director  of 
Dreman  Value  Management,  LP.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


past.  Some  large  money  center 
banks  have  fully  written  off  most 
of  their  ldc  loans,  and  many  have 
written  off  at  least  50% . 

Yet  there  appears  to  be  a  panic  in 
bank  stocks  even  though  the  banks 
have  avoided  most  of  the  madcap 
investments  that  put  so  many  s&lls 
under.  The  buyer  of  a  diversified 
portfolio  of  bank  stocks  should  do 
well  in  the  next  few  years.  Here  are 
some  suggestions: 

Bankers  Trust  NY.  (39)  is  over  90% 
reserved  against  its  ldc  loans  and 
has  a  reserve  of  almost  200% 
against  all  nonperforming  loans,  bt 
should  earn  almost  $7.25  per  share 
this  year.  It  trades  at  a  p/e  of  5  times 
1990  estimates  and  yields  6%. 

First-quarter  real  estate  write- 
downs at  First  Chicago  (29)  and  the 
general  market  aversion  to  banks 
have  caused  fnb's  stock  to  topple 
almost  40%  from  its  12-month 
high.  Even  after  significant  write- 
downs. First  Chicago  should  earn 
over  $5  per  share  in  1990  and  signif- 
icantly more  in  1991.  The  stock 
trades  at  a  p/e  of  7  and  yields  6.8%. 

BankAmerica  (28)  had  serious 
credit  problems  but  has  significant- 
ly tightened  loan  standards,  bag  has 
progressively  improved  earnings 
since  1988,  with  income  likely  to  be 
up  about  10%  this  year.  It  trades  at  a 
p/e  of  6  and  yields  3.5%. 

Although  considerably  more  con- 
servative than  other  New  England 
banks,  Fleet/Norstar  (19)  raised  its 
real  estate  reserves  in  the  first  quar- 
ter. This  resulted  in  a  sharp  decline 
in  its  share  price.  Earnings  should 
be  down  in  1990  but  should  rebound 
to  new  highs  in  1991.  fn  trades  at  a 
p/e  of  6  and  yields  7.4%. 

Baniett  Batiks,  Inc.  (3 1 )  has  recent- 
ly emerged  from  a  regulatory  audit 
without  having  to  post  further  ma- 
jor additions  to  reserves.  Its  real  es- 
tate loans  are  moderate  by  industry 
comparisons.  Primarily  serving  the 
rapidly  growing  Florida  market,  Bar- 
nett  should  continue  to  post  good 
earnings  gains  in  1991  and  subse- 
quent years.  The  stock  trades  at  9 
and  yields  4.2%. 

Signet  Banking  Corp  (23)  is  a 
smaller  regional  serving  the  Virgin- 
ia, Maryland  and  Washington,  D.C. 
markets.  Construction  loan  jitters 
have  knocked  the  stock  down  al- 
most 50%.  While  loan  reserves  arc 
likely  to  be  mcreased,  this  action 
seems  to  be  fully  discounted  in  the 
current  price.  Signet  trades  at  a  p/e 
of  5  on  estimated  1990  earnings  of 
$4.70  per  share  and  yields  6.7%.  ■ 
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The  one  on  the  left  can  hej)  )^u 
achieve  the  one  on  the  iMiL 


At  Merrill  Lynch,  we  believe  the 
dreams  of  an  ideal  home,  the 
best  college  for  your  children,  a 
secure  retirement  and  an  ample 
estajle  can  be  attained  more 
easily Jhan  people  realize. 

We'll  help  you  recognize  oppor- 
tunities. The  future  holds  a  lot  of 
promise-for  your  family  and  for 
the  world.  We  believe  individual 
investors  will  be  able  to  maximize 
opportunities  generated  by  the 
changes  sweeping  the  world. 
With  our  insight  and  our  resources, 
we're  prepared  to  help  you  make 
the  most  of  them. 

c  1990  Merrill  Lynch  &  Co..  Inc 


We're  focused  on  your  future. 
Your  Merrill  Lynch  Financial 
Consultant  is  ready  to  assist  you 
in  defining  your  goals,  calculat- 
ing their  cost  and  designing  your 
personal  investment  strategy 

Talk  with  a  Financial  Consultant. 
Our  Financial  Consultants  are 
backed  by  all  the  resources  of 
Merrill  Lynch,  including  several 
planning  and  analysis  systems 
that  only  we  offer  These  are  val- 
uable tools  to  help  you  project  the 
cost  of  each  of  your  lifetime 
financial  goals. 
To  provide  even  more  help  we 


have  just  developed  a  series  of 
free  book  lets -one  each  on 
homeownership,  funding  col- 
lege tuition,  building  a  retirement 
fund  and  planning  your  estate. 
Either  ask  a  Financial  Consultant 
for  copies,  or  call  the  number  below. 

Talking  to  us  is  the  first  important 
step  to  building  for  your  future. 


For  a  free  booklet 
call  Merrill  Lynch  at 
1-800-637-7455,  Ext.  9000. 


Merrill  Lynch 

A  tradition  of  trust. 
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Stock  Trends 


MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


The  stock  market  seems  to  be  on  hold,  but 
its  a  good  bet  that  any  day  some  of  the 
stashed  cash  is  going  to  become  active. 

AUGUST  COMES 
EARLY  THESE  DAYS 


cash  is  going  to  go  into  long  bonds. 
But  I  reckon  that  the  inflation  rate 
will  remain  high  enough  long 
enough  to  assure  that  plenty  of 
money  will  be  available  for  stock 
purchases  as  the  pros  reallocate 
their  assets  more  toward  equities. 
At  present,  the  estimated  amount  of 
cash  in  institutional  accounts 
stands  at  11  %  -plus — close  to  double 
its  usual  level.  In  a  thin  market,  it 
won't  take  much  to  move  stock 
prices  sharply  higher. 

A  lot  of  investors  have  remained 
out  of  both  the  bond  and  stock  mar- 
kets for  reasons  other  than  interest 
rate  concerns.  Some  feared  a  reces- 
sion this  year,  which  seems  improb- 
able now — particularly  considering 
the  2.1%  increase  in  the  gnp  in  the 
first  quarter,  which  exceeded  most 
expectations.  Others  stayed  on  the 
sidelines  because  of  the  political 
uncertainties  overseas  and  the  un- 
settled condition  of  the  Japanese 
and  German  stock  markets.  As 
things  calm  down  abroad,  investor 
confidence  should  pick  up,  with  the 
U.S.  stock  market  likely  to  be  the 
initial  beneficiary  since  our  econo- 
my is  more  predictable  and  the  p/e 
ratios  of  our  stocks  relatively  low. 

A  further  reason  the  market  looks 
good  is  first-quarter  corporate  prof- 
its, which,  by  and  large,  came  in 
better  than  anticipated.  Not  only 
were  sales  stronger  than  expected 
for  many  companies,  but  the  results 
of  restructuring,  cost  control  and 
stock  buyback  programs  were  re- 
flected favorably  in  many  more  per- 
share  earnings  reports.  While  busi- 
ness may  not  be  so  robust  in  the 
second  quarter,  those  companies 
that  elected  to  write  off  some  Eight- 
ies errors  in  the  first  quarter  of  the 
Nineties  will  not  be  a  drag  on  prof- 


'.  t  seems  like  the  whole  world  is  on 
fast  forward.  The  1990  television 
"season"  is  already  over.  The 
Christmas  catalogs  have  started  to 
trickle  in.  And  the  stock  market 
seems  to  have  moved  up  the  sum- 
mer doldrums  to  spring — or  at  least 
that's  what  the  low,  slow  trading 
sessions  of  recent  weeks  suggest.  If 
this  is  so,  then  we  can  expect  the 
Labor  Day  rally  any  time  now.  After 
all,  there  are  some  powerful  reasons 
the  averages  should  head  higher. 

For  one  thing,  it  appears  that  in- 
terest rates  for  1990  have  finally 
peaked.  I  have  been  negative  on  the 
bond  market  for  some  time  ("My 
stocks  can  beat  your  bonds," 
Forbes,  y««.  8],  but  now  I  think  cur- 
rent yields  have  discounted  most  of 
the  miseries  I  foresaw  for  the  fixed- 
income  market  (including  a  couple 
of  woes  I  missed).  Rising  interest 
rates  combined  with  a  relatively  flat 
yield  curve  have  meant  that  institu- 
tions and  individuals  alike  have 
been  under  no  pressure  to  invest 
long  term  when  they  already  were 
receiving  increasingly  high  short- 
term  returns  from  their  cos,  Trea- 
sury bills  and  money  market  funds. 

Any  day  now  some  of  this  stashed 


Ann  C.  Broum  is  chief  executive  officer  of  the 
equity  advisory  arid  portfolio  consulting 
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its  in  general  the  next  time  around. 

Finally,  even  though  the  junk 
bond  market  is  playing  dead,  there 
still  has  been  a  steady  stream  of 
mergers  and  acquisitions  to  keep 
the  hopes  and  dreams  of  equity 
owners  alive.  Much  of  this  takeover 
activity  has  come  from  overseas 
where  foreign  buyers  have  patience, 
perspective  and  deep  pockets  to  pay 
for  good  going  concerns.  The  trend 
toward  internationalization  of  busi- 
ness and  global  corporate  consolida- 
tion is  gaining  momentum.  My 
guess  is  that  ten  years  from  now 
25%  to  30%  of  the  companies  cur- 
rently listed  on  the  New  York  Stock 
Exchange  will  be  under  new  owner- 
ship— mostly  at  big  profits  to  those 
shareholders  lucky  enough  to  be  in 
the  right  shares  at  the  right  time. 

Among  the  corporations  that 
could  be  missing  at  the  end  of  this 
decade,  include  those  companies 
that  have  been  rumored  to  be  take- 
over candidates  in  the  past.  High  on 
the  list  is  Hilton  Hotels  (50),  which 
sold  at  $115  per  share  less  than  a 
year  ago.  After  disappointing  dis- 
cussions, the  company  announced 
it  wasn't  for  sale — and  recently  has 
been  mentioned  as  a  possible  ac- 
quirer of  Motel  6.  With  the  U.S. 
rapidly  becoming  the  world's  big- 
gest theme  park,  food  and  lodging 
(and  entertainment)  businesses 
should  do  well,  hlt  has  all  three 
going  for  it — and  could  be  worth  at 
least  twice  its  present  price  to  any- 
one seriously  interested. 

Campbell  Soup  (50)  currently  has 
more  members  of  the  controlling 
family  in  favor  of  keeping  things  as 
they  are  than  in  selling  out.  Howev- 
er, I  think  it  is  only  a  matter  of  time 
(and  money)  before  cpb  becomes  the 
jewel  in  someone  else's  crown — 
like  Philip  Morris,  for  example.  In 
the  meantime,  the  company  is 
thinking  lean  and  mean,  which 
should  improve  its  long-term  at- 
tractiveness for  far-sighted  inves- 
tors, takeover  or  no. 

Hoffmann-LaRoche  and  Genen- 
tech.  Beecham  and  SmithKline 
Beckman.  Rhone-Poulenc  and  Rorer 
Group.  Can  Syntex  (51)  be  far  be- 
hind? Drug  companies  are  big  busi- 
ness in  an  increasingly  affluent 
health-conscious  world  and  big  drug 
companies  are  better  drug  compa- 
nies because  of  research  and  devel- 
opment efficiencies  and  expanded 
product  marketing.  My  hunch  is 
that  Ciba-Gcigy  may  be  the  suc- 
cessful suitor,  possibly  at  a  price  of 
around  $80  to  $90  per  share.  ■ 


408 


FORBES,  MAY  28,  1990 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Hark  Hulbert 


Modem  Portfolio  Theory  is  the  academic 
community's  contribution  to  investment 
technique.  Is  it  ttsefulF  Sometimes. 

OUT  OF  THE 
IVORT  TOWER 


correction:  A  regression  to  the 
mean  would  have  been  in  Une  with 
the  script  that  other  newsletters 
have  followed  before. 

In  fact,  however,  Navellier's  and 
Collins'  model  portfolios  didn't  fall 
apart.  During  1990's  first  quarter, 
Collins'  portfolios  lost  no  more 
than  the  market  averages  and  Na- 
vellier's portfolios  actually  gained 
in  value.  Making  this  even  more 
noteworthy  is  the  fact  that  the  sec- 
ondary stocks  on  which  both  advis- 
ers concentrate  were  particularly 
hard  hit  during  the  decline. 

What  is  their  approach?  It  is  a 
new  application  of  some  old  in- 
sights derived  from  Modern  Portfo- 
lio Theory.  Navellier  and  Collins 
believe  that  the  most  attractive 
stocks  at  any  given  time  are  those 
that  have  exhibited  the  greatest  rel- 
ative strength  over  the  previous  12 
months  for  the  least  amount  of  vol- 
•atility.  What  does  this  mean?  It 
means  picking  stocks  that  have  out- 
performed the  market  and  done  so 
without  wild  swings.  Their  "buy" 
lists  are  composed  of  the  top  10%  of 
stocks  ranked  in  this  way. 

Both  say  that  market  timing  is 
impossible,  so  they  keep  these  port- 
folios fully  invested  at  all  times — 
invested  in  the  stocks  that  look  best 
by  their  relative  strength-low  vola- 
tility yardstick.  However,  they  do 
time  the  market  in  a  sense:  Both 
Navellier  and  Collins  keep  a  close 
eye  on  the  average  volatility  of  all 
stocks  on  their  buy  lists.  When  that 
average  falls,  they  interpret  this  to 
mean  that  the  likelihood  of  a  mar- 
ket decline  has  grown — and  that  it 
is  time  to  weight  their  model  port- 
folios to  more  conservative  issues. 

On  this  much  Collins  and  Navel- 
lier agree.  But  similar  theories  have 


A  lot  of  people  sneer  at  Modem 
Portfolio  Theory  as  just  another  ac- 
ademic abstraction  that  has  little 
relevance  to  the  real  world.  This  is 
the  theory  finance  professors  use  to 
explain  the  relation  between  risk 
and  reward,  and  often  to  argue  that 
the  market  can't  be  beaten.  It  says 
that  people  who  beat  the  market  do 
so  because  they  take  above-average 
risks.  The  implication  is  that  these 
risk  takers  will  get  their  comeup- 
pance when  markets  turn  down. 

I  have  news  for  both  the  profes- 
sors and  the  skeptics:  Two  invest- 
ment letters  that  apply  Modem 
Portfolio  Theory  have  done  very 
well  in  recent  stock  markets. 

These  two  newsletters  {mpt  Re- 
view, edited  by  Louis  Navellier,  and 
OTC  Insight,  edited  by  James  Collins) 
were  far  and  away  the  best  perform- 
ers among  those  I  tracked  during  the 
very  bullish  five  years  from  1985 
through  '1989.  They  gained  400% 
and  393%,  respectively,  in  contrast 
to  the  214%  gain  of  their  nearest 
competitor  and  more  than  double 
the  s&p  500's  152%.  It  would  not 
have  been  surprising  had  they  taken 
a  tumble  during  this  year's  serious 

Mark  Hulbert  is  editor  of  the  Alexandria, 
Va.-based  Hulbert  Financial  Digest.  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Probiis  Publishing). 


yielded  dissimilar  tactics,  and  the 
two  have  picked  quite  different 
portfolios.  Over  the  32  months 
since  they  separated  (they  used  to  be 
partners),  Collins'  model  portfolios 
gained  an  average  of  24.8%  and  Na- 
vellier's an  average  of  35.7%.  And 
not  only  have  Navellier's  portfolios 
performed  better,  they  have  done  so 
with  12%  less  volatility.  So  not 
only  have  Navellier's  subscribers 
made  more  money,  they  have  lost 
less  sleep  in  the  process. 

The  inescapable  conclusion  is 
that  there  is  an  element  of  judgment 
in  translating  theory  into  practice. 
Computer  junkies,  take  note. 

What  underlies  the  differences 
between  Collins'  approach  and  Na- 
vellier's? Since  some  of  their  mod- 
els are  proprietary,  it  is  impossible 
for  an  outsider  to  know  exactly  how 
they  diverge.  But  one  crucial  way  is 
this:  these  two  advisers  don't  calcu- 
late the  riskiness  of  a  stock  in  the 
same  way. 

This  might  seem  insignificant, 
but  it  isn't.  Modem  Portfolio  The- 
ory places  such  crucial  emphasis  on 
the  concept  of  risk  that  separate  def- 
initions of  it  can  yield  dramatically 
different  results.  For  example,  Na- 
vellier's model  called  for  portfolios 
at  the  end  of  1989  to  be  only  half  as 
volatile  as  they  were  at  the  begin- 
ning— meaning  he  wanted  to  cut 
back  on  his  degree  of  risk.  Using  the 
same  theory  but  another  definition 
of  risk,  Collins'  model  over  the 
course  of  1989  called  for  virtually 
no  change  in  portfolio  volatility. 
This  explains  why  Collins'  portfo- 
lios did  better  during  1989  as  long  as 
the  market  was  going  up  but  worse 
in  1990  when  it  headed  south. 

Despite  their  differences,  howev- 
er, both  advisers  agree  that  certain 
stocks  are  attractive  right  now.  The 
following  five  stocks,  for  example, 
are  currently  ranked  among  the  top 
ten  on  each  of  their  buy  lists  for 
over-the-counter  stocks:  Terex 
(which  manufactures  earthmoving 
equipment),  ast  Research  (which 
makes  enhancement  products  for 
personal  computers).  Magma  Power 
(which  develops  geothermal  energy) 
and  two  software  companies  (Micro- 
soft and  BMC  Software). 

If  history  is  any  guide,  these 
stocks  are  good  bets.  One  year  ago 
both  advisers  similarly  ranked  five 
stocks  at  the  top  of  their  buy  lists, 
and  the  five  gained  an  average  of 
10.9%  over  the  intervening  year — 
triple  the  3.3%  gain  turned  in  by  the 
Nasdaq  Composite  Index.  ■ 
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Financial  Strategy 


MONEY  &  INVESTMENTS 


By  Alan  Reynirids 


Does  Congress  want  to  increase  both 
federal  and  state  tax  revenues?  Here's  an 
easy  way:  Cut  the  capital  gains  rate. 

LESS  WOULD 
BE  MORE 


buybacks,  leveraged  buyouts  and 
the  use  of  junk  bonds  in  place  of 
new  stock  issues.  Before  1987,  a 
lower  tax  rate  on  the  capital  gains  of 
individual  stockholders  helped  off- 
set the  fact  that  dividend  expenses 
were  not  deductible  to  the  firm. 

If  we  want  to  make  growth  stocks 
attractive  again,  there  are  two  ways 
to  go:  Either  lower  the  tax  rate  on 
capital  gains  or  end  the  double  tax- 
ation of  dividends.  But  a  lower  capi- 
tal gains  tax  definitely  increases 
revenue,  while  meaningful  relief 
from  the  dividend  tax  loses  tens  of 
billions.  For  a  revenue-hungry  Con- 
gress, lower  capital  gains  rates  are 
clearly  the  way  to  go. 

Revenue  gains  from  a  lower  tax 
rate  do  not  simply  come  from  the 
capital  gains  tax  itself.  The  lower 
rates  would  also  cause  increased  tax 
receipts  from  corporate  profits  and 
dividends — due  to  renewed  incen- 
tives to  replace  deductible  debt 
with  taxable  equity.  Also,  individ- 
ual taxpayers,  induced  to  seek  fu- 
ture gains  rather  than  current  in- 
come, would  bid  growth  stocks 
away  from  tax-exempt  pension 
funds  and  thus  subject  the  gains  to 
taxation.  More  efficient  allocation 
of  capital  and  increased  equity  fi- 
nancing of  innovative  new  firms 
would  permanently  expand  all 
sources  of  tax  receipts,  even  state 
and  local  sales  and  property  taxes. 

Unfortunately,  the  current  Trea- 
sury plan  only  offers  a  lower  tax  rate 
on  future  capital  gains.  Those  in  the 
33%  bracket  who  bought  stocks  or 
bonds  before  the  19fi6  tax  bill  would 
still  face  a  formidable  30%  tax  per 
year  after  the  bill  took  effect.  The 
argument  that  providing  tax  relief 
to  previous  long-term  investments 
would  just  provide  investors  with  a 


The  funniest  thing  on  television 
this  year  was  a  C-Span  debate  be- 
tween two  government  officials, 
testifying  before  a  Senate  commit- 
tee, about  whether  a  lower  tax  on 
capital  gains  would  raise  revenues. 
Senators  barely  stifled  yawns  as 
economists  from  the  Treasury  De- 
partment and  the  Joint  Committee 
on  Taxation  ran  through  their  ar- 
cane statistical  trivia. 

Yet  who  can  blame  the  legislators 
for  getting  drowsy?  Actually,  nei- 
ther side's  estimate  makes  any 
sense.  Both  "assume" — and  assume 
wrongly — that  a  lower  capital  gains 
tax  would  have  no  effect  whatso- 
ever on  corporate  leverage,  econom- 
ic growth,  interest  rates,  savings, 
investment,  entrepreneurship,  tax 
evasion,  or  anything  else.  The  esti- 
mates don't  even  include  the  capi- 
talization of  a  lower  tax  rate  in  high- 
er stock  prices,  which  obviously 
means  more  gains  to  be  taxed. 

One  critical  issue  has  been  com- 
pletely ignored  in  this  whole  argu- 
ment about  the  capital  gains  tax.  It 
is  this:  The  unprecedented  increase 
in  the  capital  gains  tax  rate  obvious- 
ly tilted  the  debt-equity  decision  in 
favor   of   debt — encouraging   stock 

Alan  Reynolds,  a  gnesf  columnist,  Ls  director 
of  economic  research  for  the  Hudson  Insti 
lute  of  Indianapolis,  Ind. 


"windfall"  is  galling,  since  many  of 
those  investments  were  made  in  the 
expectation  that  gains  would  be 
taxed  at  20%.  Besides,  one  of  the 
main  reasons  for  lowering  the  rate  is 
to  "unlock"  such  older  investments 
so  that  investors  can  use  the  pro- 
ceeds from  realized  gains  to  invest 
in  more  promising  new  companies. 
Encouraging  such  capital  mobility 
doesn't  just  raise  revenues  directly, 
^t  also  raises  revenues,  forever, 
through  more  efficient  allocation  of 
capital  and  faster  economic  growth. 

The  ideological  excuse  for  the 
highest  capital  gains  tax  in  the  civi- 
lized world  is  that  most  gains  sup- 
posedly go  to  those  with  incomes 
above  $200,000.  This  fallacy  is  due 
to  the  inclusion  of  one-time  capital 
gains  with  regular  salary  income.  It 
amounts  to  saying  that  those  with 
large  capital  gains  are  the  ones  who 
have  large  capital  gains! 

Some  tax  lav^ers  worry  that  the 
benefits  from  a  lower  capital  gains 
will  mainly  go  to  real  estate  "specu- 
lators," or  that  they  will  revive  tax 
shelters  and  other  devices  for  mak- 
ing ordinary  income  look  like  a 
long-term  capital  gain.  This  is  non- 
sense. In  addition  to  explicitly  pro- 
hibiting most  shelters,  the  1986  law 
also  shut  down  the  use  of  stock- 
shorting  strategies  to  convert  in- 
come into  long-term  capital  gains. 
The  Administration's  proposal 
would  also  recapture  accelerated 
depreciation  on  real  estate,  elimi- 
nating the  duplication  of  tax  bene- 
fits that  inspired  pre- 1986  shelters. 

The  capital  gains  tax  is  volun- 
tary— those  who  own  the  affected 
assets  don't  have  to  sell  them,  par- 
ticularly if  they  are  "rich."  And  fu- 
ture investors  can  avoid  the  tax  by 
keeping  savings  in  money  market 
funds  instead  of  stocks  and  bonds. 

The  65%  increase  in  the  maxi- 
mum capital  gains  tax  between 
1986  and  1988  was  a  serious  mis- 
take that  is  undermining  the  finan- 
cial foundation  of  the  economy  and 
shrinking  both  corporate  and  capi- 
tal gains  tax  receipts  at  every  level 
of  government.  There  is  really  no 
doubt  that  a  lower  tax  rate  would 
provide  enormous  and  sustained 
benefits  to  the  performance  of  the 
economy,  to  the  health  of  financial 
markets,  and  to  the  budgets  of  state 
and  federal  governments.  To  force 
the  American  people  to  forgo  such 
benefits  on  the  basis  of  phony  reve- 
nue estimates  and  soak-thc-rich 
demagogucry  is  bad  economics  and 
terrible  politics.  ■ 
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IIDIJKA  Depolverwaltiin}!  Kaufin- 
jiersir    (I ,  Munich,  W-(iermany 
ril:0li-4*>-8<>-22f>664 

I'lrasc  write  to  us  lor  iiirorniulion 


FRANCHISES 


Franchise 

your  business! 

For  th«  expert  help  you  need  to 
becorr«e  •  franchisor,  call 
the  franchise  specialists, 

Francorp' 

New  Vorh     ,  Chicago      Los  Angolot 

lauKii'Moo    i7Mi4ai  acoo     |]iaiiM-o«oo 

1-800-877-1103 


BUSINESS  SERVICES 


I  The  easiest  way  to 

PLACE  YOUR  ADS 

in  any  maior  newspaper  Irarti; 
publication  or  rnaqa/ine 

CALL  1-800-522-4-ADS 

CLASSIFIED 
AD  BUREAU 

24  hour  fax  212  764  2934 

Weafxept   CTl  ST    ~ 


loV 


^_, 


cut  fjijt  and  retain  lor  future  uscl 


FINANCIAL  SERVICES 


FREE  FINANCIAL  SOFTWARE 

AVAILABLE  FOR  DOWNLOAD 

with  your  paid  subscription. 

LARGEST  INVESTMENT 

BBS  IN  USA! 

$15  One  time  fee  then  $4.80/hour 

FREE  TRIAL!  Set  yoor  nnodem  to 


and  dial  in:  212-697-7171 


Save 
50% 


FREE  CEMIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 
recognition  for  donors,  ennployees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHGRE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Wward  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
TuscaJcx)sa,  Alabama  35403 


BUSINESS  OPPORTUNITIES 


OWN  YOUR  OWN  PRIVATE 
INTERNATIONAL  RANK 

Knjoy  the  ultimate-  in  power, 
prcstixe  and  influence.  Create 
a  tax-free  fortune  through  your 
own  private  internatK)nal  bank, 
with  major  profit,  privacy  and 
tax  protection  benefits.  Fully 
( bartered  bank  available  in  a 
prime  locale.  No  experience 
n  fjMircd.  I'hone  for  details. 

(800)  877-3777 


OPPORTUNITY  TO  BUY 

PROFITABLE  BUSINESS 

Over  1000  to  choose  from 

Many  with  owner  financing 

All  states  except  Northeast 

AFFILIATED 

BUSINESS  CONSULTANTS 

Knn  Williams  719  548-8888 

Colorado  Springs.  CO 


S    OVER  ONE  BILLION    S 

WORTH  OF  BUSINESSIS  FARMS  i  RANCHES 

FOR  SALE  er  OWNERS 
MANY  OFFERING  OWNER  FINANCING' 
to  List  or  Buy  Call  loll  Free  1  800-999  SALE 
.n^     NO  BROKERAGE  FEES 

^»  GREAT  WESTERN 

BUSINESS  SERVICES.  INC 


INCORPORATE  IN  DELAWARE' 

Specialists  in  setting  up  Delaware 
Corporalions.  General,  Aircraft, 
Boat  &  Shell  Corporalions. 

Call/Wrile  lor  FREE  KIT: 
P  O  Box  484-FB 


PrlilllUrr 

\ '/    '  ^     Wilmington,  DE  19899 


800-321-CORP- 302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 

dvailable  Irom  governmeni  Irom  $1  without  cicdii 
check  You  rcpaii  Also  drug  sei^uics  and  lax 
fJclinqucril  loreclosuies  CALL  (805)  682-/555 
(XT  H  lO.'iO tor  (opo  list  your  area 


SEIZED  CARS— Porsche.  Ferran,  Vette, 
(!lc  trucks  boats.  4  wheelers.  TVs,  stereos 
lurnilurc  by  Drug  Enforcement  Agency,  FBI,  IRS 
Unbelievable  bargains  on  lale  models  Available 
yr)ui  area  now  Call  1805)  68?7555  EXT   C  1031 


BE  A  WINNER  AT 

SALES  AND  RELATIONSHIPS 

14  KEY  TIPS  TO  HELP  YOU 

■  Increase  Your  Sales 

■  Build  Your  Business 

■  Win  With  Your  Family 
HANDY  BUSINESS  CAf^D  SIZE 
Order  For  You  &  Your  Associates 

10  $3  or  100  $25 
SBP  BX  727.  WILM  ,  DE  19899-0727 


BUSINESS  OPPORTUNITIES 


Cpi  I    YnilR  Brokers/Owners-list 


in  Japanese  MLS- 


DDADCDTV  'yP^  service  Reach 
rnUr  Cni  l    lOOOsolBrokers/ln- 

mlAPAM  vestors/Corporations 
wMl  Ml«  in  Japan  Free  trans- 
lation/typesetling  Also  display  ads,  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
shows  NO  COMMISSION 

Hori  a  Bunker  1-800-USA-2111 


MISCELLANEOUS  FOR  SALE 

INVF^TMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
GemstorKS  Free  wholesale  catalog  since 
l%7'  Member  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42.145 

TOLL  FREE  l-800-626-«3S2 

EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

loi  Wort  I  lit  iiw)  Audem* 

li(»'«n(.»  No  CUsiioom 

Anendjnce  Rniuired 

Call  (213)  471-0306 

OuUkt*  California 
1  •  800-423-3244 

01  '.end  dfljiled  lesumt 
lo'  Free  Eviluilion 

Pucific  Westrrn  Universily 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES • 

But'^MI  t  Public  AarninOI'll'On 
C"m>n«i  juiiic*  Mgi   Thaoiogy  lA^ 

r.ntnc'ti  xd  «<i'<abit 

TOLL  FRII  34  hr«.  (SCO)  789-0009 

LA  SALLi  UNIVERSITY 


M,ir  ()i 


,  /K    /().l/l  I  .i'|l»l) 


Forbes:  Capital  is(  Tool 


COMPUTER  RENTALS 


WINE  CELLARS 


Also  Available: 

•  Macintosh  •  IBM  PS/2 
llir^ggy         •  Compaq    •  Laser  Printers 
Mac  SE^^    '     '  1*^^^    •  Laptops     •  Portables 
Next  Day  Delivery      And  a  host  of  other  peripherals 
Anywhere  in  the  U.S.A.  Qall  Toll-Free 


Computer   Hental 


800-765-4727 


RESORTS 


FOUR  SEASON  RESORT 
MERGER  OR  ACQUISITION 

25(X)  Acres  in  Allegheny  Highlands; 
Salable  inventory  of  real 
estate  in  place:  125,000  skicrs/yr. 
capacity.  Estimated  potential  for 
300.000  skiers,  36  holes  of  golf, 
and  1800  housing  units.  Ideal 
for  conference  center.  Forbes  Inc. 
Box  14,  60  5th  Ave. .  NY,  NY,  1001 1 


MERCHANDISE 


BUSINESS  PHONE  SYSTEMS 


LOWEST  PRICES-FAST  DELIVERY 
AT&T  •TIE  •OTHERS 
FULLY  GUARANTEED 

MERLIN,  SPIRIT  SYS  25,  TIE  EXEL 
FREE  CATALOG 


TMC  GROUP     (800)331-8199 


FAX  PAPER 


FAX      PAPER 


•  Guaranteed  lowest  prices 
24  hour  shipping 
Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 
Tel:  (516)  239-1854 
Fax:(516)239-1939    


A-2  FAX  PAPER  MFC, 


COMPUTERS 


BaTmpRYmflC 


INDUSTRIESINC 


Our  13th  year  of  DISCOUNTS 

Tandy "  Computers 

Radio  Shack-  Products 

Toll  Free  800-231 -3680 

22511  Katy  Fwy  Ks'ty(Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


REAL  ESTATE 


WORLD'S  BEST  PRIVATE 
CARIBBEAN  ISLAND 

Seeking  buyer,  or  partner(s)  to  develop 
residential  health  report  Incomparable 
location  in  US  waters  Untouched  and 
pristine.  Wealthiest  neighbors.  One 
owner,  simple  title.  Make  offer,  in  mil- 
lions. Phone  915-655-6377  or  write; 
Islands,  c/o  Forbes  Inc.,  Box  15, 
NY.  NY  10011 


REAL  ESTATE 


SOUTHWESTERN  MONTANA 
MOUNTAIN  RANCH.  This  ranch 
contains  more  than  12,000  deeded  acres 
in  a  block  contiguous  to  the  national 
forest  for  more  than  nine  miles. 
Lstimated  to  carry  1,500  animal  units 
with  the  most  complete  set  of 
improvements  we  have  seen.  Every 
ditch,  fence  and  building  on  the  ranch 
has  been  built  or  rebuilt,  at  a  cost  of 
nearly  $2  million.  The  three 
"manager/owner  quality"  homes  plus 
extensive  guest  facilities  would  make 
any  ranch  owner  proud.  In  addition, 
the  owner  of  this  ranch  would  have  a 
magnificent  hand-hewn  log  and  stone 
owner's  residence,  which  is  at  once 
grand,  but  appropriate  to  the 
surroundings.  E.xtensive  fishing  and  big 
game  hunting  are  available  both  on  the 
ranch  and  in  the  wilderness  area  just 
one-quarter  of  a  mile  from  the  ranch 
border. 

SHERH)AN  AREA    RANCH. 

Situated  at  the  very  base  of  the  Big 
Horn  Mountains,  this  is  a  classic 
"gentleman's  ranch!"  It  is  large  enough 
to  support  an  intensive  cattle  or  horse 
operation,  but  small  and  beautiful 
enough  to  operate  solely  as  a  wildlife 
retreat.  Specialized  improvements  lend 
themselves  to  horses,  but  are  not 
limiting.  It  is  private  and  secluded,  yet 
eminently  accessible.  A  million  dollar 
location,  with  extensive,  attractive  and 
highly  appropriate  improvements. 
Unquestionably  the  best  the  Sheridan 
market  has  to  offer. 

Contact  exclusive  agent  for  sellers:  Hall 
and  Hall.  Inc..  P.O.  Box  1924.  Billings. 
Montana  59103.  (406)  252-2155  or 
(406)  587-3090. 


COLORADO'S 
SAN  LUIS  VALLEY 

RECREATION;  Fish,  hunt,  swim  pool 

CONFERENCE  CENTER; 

Sleeps  30,  kitcheti 

DEVELOPMENT:  8000'  elev.,  gorgeous 

120  ac.  with  buildings  (turn.)  $395,000 

3500  ac,  adioining  (no  improv.)  $350,000 

BORDERS  NAFL.  FOREST 

715-589-4460  (owner)  for  brochure 


Spectacular 
Montana  Mountain  Property 


*  hvi-  mili-'>  nl  hlui-  ribhon  iroul  strtMin 

•  Hou>inK  drsiKncd  and  furnished  hs  award-winninj; 
arcliitecL'' 

■  \e\l  Id  hum-  ^^'denl  ((irtM  hi>lding.s  filli-d  *ith  big 
K^me.  miiunuin  lakes  and  sirt'oms 

$6MI.(HMI  and  SiSO.IKH) 

Dexhptiw  pa(ka>it-  $10.00 

Trianxle  Ranch  Businevs  Oflkr  D 

.<.<2  S.  MkhiRan  \»enue*Sie,  iT'thkajp).  lllim)Ls  Wj6;h 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Con 


Vis3/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  27% 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

,\'"/  Hiindiiiiidv 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


$  499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Cafelog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


FURNITURE 


FREE  CATALOG     t^iMree  l-SOO-CRAFTED 


ENRT    GOOC 

C  O  I.  1.  1.  C  T  I  O  N 


H 


Solid  Mahogany 
<6  Other  Hardwoods 


Stand-Up  Desks  •  Revolving  Bookcases  •  Custom  Furniture 

Call  or  write  for  FREE  Catalog:  1-800-CRAFTED  or  1-800-272-3833 
TIME-N-TIMBER  WOODCRAFTERS,  INC.  FBS,  Box  355,  Silverhill,  AL  36576 


EXECUTIVE  GIFTS 


MERCHANDISE 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


■Ra^mnvt^r  •"""  ^*P8-  catalog 

pacKaaver  1.800.251-2225  or  write 

53  Jeffrey  Ave..  Depl.  F-62,  Holllston.  MA  01746 
In  MA  508-429-5940 


MAILORDER 


IndineHe 
Ride,  Don't  Climb. 


'J 

Ri(]e  up  or  down 
stairs  quickly  anij 
easily  with  Incli- 
nette,  the  cus- 
tom-built, single- 
seat  stair  lift  from 
Incllnator  Co.  of 
America.  For 
more  informa- 
tion, write  today: 


iNCLINATOR 


COMPANY     OF 


AMERICA 


Dept.  7 

P.O,  Box  1557 

Harrisburg,  PA  17105-1557 


STOP  SWEAT 
FOR  6  WEEKS 

Treatment  with  elec- 
tronic   DRIONIC® 
keeps    the     heavy 
sweater    dry     for 
6    week    periods. 
Thousands  prescrib- 
ed   by   doctors.   Try 
Drionic  for  unequal- 
ed    sweat    control 
with     a     45     DAY 
MONEY  BACK  GUAR, 
Send  $125,  ea,  pair 
(specify     hands,  > 
underarms  or  feet). 
CAres. -i-6V4%.COD 
send   $25.    —    bal/ 
chgs  on  receipt. 
GENERAL  MEDICAL  CO, 
1935  Armacost  Ave,,  Los  Angeles.  CA  90025 
Phone  orders  -  MC/Visa  -  800  HEAL  DOC 


ARTS  AND  ANTIQUES 
^  "Old  European  Art"  ^ 

The  sword  of  "his  Highness 

King  Ludwig  of  Bavaria," 

a  unique  work  of  Art. 

Minimum  offer:  .$1,000,000, 

Photos  &  Information  under 

Forbes  Inc.,  Box  12,  60  Fifth  Ave., 

^         New  York,  NY.  1001 1  . 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


Streetwalker 


Edited  by  Thomas  Jaffe 


Small-ciqi  housecleaning? 

Suppose  you're  a  fan  of  toy  retailer 
Greenman  Brothers,  jewelry  man- 
ufacturer Town  &  Country  or  any 
number  of  other  small-cap  stocks  that 
you'd  like  to  buy  big  blocks  of  but 
have  never  had  the  chance  because 
they're  so  thinly  traded.  Your  day  may 
soon  be  coming,  thanks  to  Morris 
Smith.  On  June  1,  Smith,  32,  replaces 
lionized  money  man  Peter  Lynch  as 
head  of  $13  billion  (assets)  Fidelity 
Magellan  Fund. 

Smith,  who  has  run  $680  million 
(assets)  Fidelity  otc  Portfolio  since 
the  summer  of  1986,  looks  like  he's 
going  to  do  some  housecleaning. 
(Smith  was  unavailable  for  comment. ) 

Last  September  Magellan's  portfo- 
lio numbered  more  than  1,000  stocks. 
Many  are  giants  like  Farmie  Mae  and 
Ford  Motor.  But  there  are  also  hun- 
dreds of  small  companies,  such  as  In- 
termec  (bar  code  printers)  and  Cedar 
Fair  (amusement  parks).  If  Smith 
doesn't  want  to  keep  tabs  on  a  thou- 
sand companies,  here's  clearly  the 
easiest  place  to  start  cutting  back. 

Which  is  what  may  have  been  hap- 
pening lately,  according  to  one  money 
manager  bargain  hunting  in  small 
caps.  He  says  he  recently  was  able  to 
buy  big  blocks  of  shares  at  bids  below 
the  asking  price  in  stocks  Magellan 
has  owned  such  as  Greenman  Broth- 
ers and  Town  &.  Country  (each  trad- 
ing on  the  Amex  at  a  recent  5).  While 
he  can't  be  sure  Smith  was  on  the 
other  side  of  these  trades,  that's  what 
market  informants  tell  him. 

These  kinds  of  block  trades  may 
also  be  playing  into  the  hands  of  raid- 
ers. Take  Healthco  International — re- 
cent o-t-c  price  of  IBV^ — a  $437  mil- 
lion (sales)  supplier  of  dental  equip- 
ment. Last  month  New  York-based 
Gemini  Partners,  which  includes 
raider  Arthur  Goldberg,  announced  it 
owned  10%  and  was  considering  a 
bid.  Rumor  has  it  one  of  the  blocks 
Gemini  bought  belonged  to  Magellan. 

Our  source's  conclusion:  With 
small  caps  out  of  favor,  hence  less 
competition  on  the  bid  side,  any  kind 
of  selloff  in  them  by  Magellan  could 
create  a  golden  opportunity  to  add 
Smith's  discards  to  your  portfolio  on 
the  cheap.  What's  more,  for  big  inves- 
tors, instead  of  buying  a  thousand 
shares  here  and  there,  you  just  may 
have  a  shot  at  pulling  off  a  major 


trade.  Streetwalker's  advice:  Get  a 
hold  of  a  copy  of  Magellan's  portfolio, 
find  some  small-cap  stocks  you  like 
and  then  wait.  With  any  luck,  within 
the  next  year  or  so  they  may  end  up  on 
Morris  Smith's  hit  list. 


Huffy  toughs  it  out 

W'  hen  analyst  Stephen  Handley  of 
Smith  Barney  first  recommended 
Huffy  Corp.  eight  months  ago,  shares 
of  the  largest  U.S.  bicycle  maker  were 
trading  at  21.  Recently  NYSE-listed 
Huffy  was  still  pedaling  along  at  21. 
But  if  Handley's  right,  the  stock  may 
soon  shift  into  a  higher  gear. 
Miamisburg,  Ohio-based  Huffy  had 


A  Huffy  all-toTdin  bicycle 
Climbing  profits. 


sales  of  $449  million  last  year. 
Around  half  was  from  bikes — more 
than  double  the  volume  of  Murray 
Ohio  Manufacturing,  the  second  big- 
gest domestic  manufacturer.  Like 
other  U.S.  bikemakcrs,  Huffy  has 
been  struggling  against  imports, 
which  make  up  50%  of  the  market. 

Lately  things  have  turned  in  Huf- 
fy's  favor.  Retailers  arc  buying  an  in- 
creasing number  of  U.S. -made  bikes 
because  doing  so  relieves  them  of  po- 
tential inventory  headaches:  Unlike 
importers,  domestic  manufacturers 
don't  require  long-term  commit- 
ments in  order  to  deliver  their  prod- 
ucts. In  addition,  the  appreciation  of 
some  foreign  currencies — particularly 
the  South  Korean  won  and  the  Tai- 
wanese dollar — has  virtually  elimi- 
nated the  cost  advantage  of  producing 
mass-market  bikes  in  those  countries. 

Another  plus:   Strong  demand  for 


the  all-terrain,  fat-tire  bicycles  used 
for  mountain,  city  and  beach  riding. 
In  1990  this  product  line  will  account 
for  about  40%  of  Huffy's  bike  sales. 

Meanwhile,  Huffy  is  reaping  the 
benefits  of  a  diversification  program 
begun  in  the  early  Eighties.  Nearly 
half  of  sales  and  earnings  now  come 
from  products  other  than  bikes,  up 
from  less  than  20%  in  1982.  Huffy 
manufactures  everything  from  bas- 
ketball nets  and  backboards  to  infant 
car  seats  and  strollers.  Then  there's 
Huffy  Service  First,  which  assembles 
bicycles  for  mass  retailers  and  has 
now  branched  into  the  assembly  of 
products  such  as  gas  grills,  lawn  mow- 
ers and  patio  furniture.  Finally,  it  runs 
a  national  provider  of  professional  in- 
ventory-taking services  for  retailers. 

Handley  estimates  Huffy  will  earn 
at  least  $1.90  a  share  this  year,  up 
14%;  he's  looking  for  another  11% 
gain,  to  $2.10  or  more,  in  1991.  He 
thinks  the  stock  will  go  to  the  mid- 
20s  over  the  next  12  months.  There 
are  8.6  million  fully  diluted  shares. 
Insiders  own  around  7% . 


Oracle  at  Delphi? 

Iike  First  Executive  and  First  Capi- 
Ital  Holdings,  Delphi  Financial 
Group,  Inc.  is  a  holding  company  for  a 
life  insurance  operation  that  sells  an- 
nuities and  guaranteed  investment 
contracts.  And,  like  the  other  two, 
Delphi  also  owns  a  passel  of  junk 
bonds  and  has  additional  funds  in- 
vested in  senior  bank  participations 
connected  with  leveraged  buyouts 
and  corporate  recapitalizations.  But 
unlike  First  Executive  and  First  Capi- 
tal, both  of  which  trade  at  big  dis- 
counts to  stated  book  value,  Delphi, 
at  a  recent  price  of  IS'/h  o-t-c,  now  is 
selling  for  about  twice  book. 

That  ratio  alone  may  be  enough  to 
warn  many  investors  away  from  the 
stock.  Also  to  consider:  When  Kidder, 
Peabody  and  Morgan  Stanley  success- 
fully brought  Delphi  public  two 
months  ago,  insiders  led  by  Chairman 
Robert  Rosenkranz  cashed  out  of 
nearly  2.2  million  shares  at  an  initial 
public  offering  price  of  $14  a  share. 
There  are  around  12.3  million  fully 
diluted  shares.  Rosenkranz  &.  Co. 
owns  about  60%.  General  Electric 
Credit  owns  warrants  that,  if  exer- 
cised, would  give  it  17%. 

The  offering  prospectus  states  that 
as  of  Dec.  31,  1989,  total  investments 
were  $1.4  billion.  Of  this,  $207  mil- 
lion, or  16%  of  the  portfolio,  was  in 
junk  bonds.  Prices  on  those  securities 
are  probably  much  lower  today. 

What's  more,  another  $194  million, 
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ASHLAND  OIL,  INC.  N 

Ashland  Has  Break-Even  Quarter; 

Six  Months  Results  Decline 

Ashland,  KY  (April  23,  1990)— Ashland  Oil,  Inc.  (NYSE:ASH) 
today  reported  net  income  of  $1  million,  equal  to  2  cents  a 
share,  for  the  quarter  ended  March  31,  the  second  quarter  of 
its  1990  fiscal  year.  This  compares  to  a  net  loss  of  $14 
million,  or  a  loss  of  25  cents  a  share  in  the  quarter  last  year, 
which  included  a  $9  million  after-tax  charge  related  to  an 
arbitration  award  in  a  commercial  dispute.  Sales  and 
operating  revenues  were  $2.1  billion  for  the  quarter  just 
ended  and  $1.9  billion  in  last  year's  quarter. 

For  the  six  months  ended  March  31,  1990,  Ashland  had 
net  income  of  $23  million,  or  41  cents  a  share.  This 
compares  to  $82  million  or  $1.48  a  share  for  the  period  last 
year.  The  decline  was  due  to  lower  results  in  this  year's  first 
quarter.  Sales  and  operating  revenues  were  $4.3  billion  for 
fiscal  1990's  first  half  and  $4.0  billion  for  the  period  last 
year. 

Although  Ashland  improved  its  results  from  a  year  ago, 
'the  second  quarter  again  proved  to  be  a  difficult  earnings 
period,"  said  Ashland  Chairman  and  Chief  Executive  Officer 
John  R.  Hall,  noting  that  refinery  margins  although  slightly 
better  than  last  year,  were  very  weak  for  most  of  the  quarter. 
"Refinery  margins  were  strong  in  early  January  but  deterio- 
rated rapidly  before  improving  in  late  March,"  he  said. 
Consequently,  while  refining  results  were  better  than  the 
1989  quarter,  Ashland  Petroleum  experienced  a  small  oper- 
ating loss. 

Hall  added,  however,  that  Ashland  was  pleased  by  an 
excellent  performance  from  SuperAmerica  retail  marketing 
operations  and  from  Ashland  Exploration.  Equity  income  from 
coal  investments  increased  due  to  higher  sales  tonnage. 

A  general  softening  in  the  economy  led  to  lower  operating 
income  from  Ashland  Chemical,  while  results  from  Valvoline 
declined  as  well.  APAC  construction  operations  experienced 
their  normal  winter  slowdown  and,  under  Ashland's  normal 
accounting  practice  of  deferring  winter  costs,  reported 
break-even  results. 

"In  summary,  the  March  quarter  again  proved  to  be  a 
difficult  one,  as  is  historically  the  case,"  Hall  said.  "Howev- 
er, market  conditions  in  the  refining  industry  are  improving. 
Spot  crude  oil  prices  at  the  end  of  the  second  quarter  were 
about  12  percent  lower  than  at  the  beginnmg. 

"Gasoline  inventories  have  declined  for  the  past  six 
weeks  and  are  currently  about  2.9  million  barrels  below  last 
year,"  he  added.  "Refinery  margins  currently  are  at  attrac- 
tive levels,  and  the  outlook  for  the  summer  driving  season  is 
favorable. 

"With  the  improved  outlook  for  Ashland  Petroleum  and 
expected  seasonal  improvement  in  several  of  our  other 
businesses,  we  remain  optimistic  that  1990  can  be  a 
satisfactory  year." 

(Contact;  William  HartI,  Director  -  Financial  Communica- 
tions, Ashland  Oil,  Inc.,  535  Madison  Ave.  New  York,  N.Y. 
10022.  Phone  (212)  421-1250.) 


COMPARATOR  SYSTEMS  CORPORATION  0 

Amid  an  aggressive  program  of  corporate  development. 
Comparator  Systems  Corporation  has  begun  setting  up  the 
production  facility  where  they  will  manufacture  their  new 
biometric  fingerprint  identification  systems  for  the  retail, 
commercial  and  medical  markets. 

This  comes  rapidly  on  the  heels  of  a  number  of  major 
advancements  for  this  Irvine,  California  based  company, 
including:  listing  on  NASDACl  under  the  symbol  "IDID"; 
moving  into  a  13,400  square  foot  manufacturing  facility; 
and  the  announcement  of  their  new  high-speed,  automated 
bio-identification  systems. 

The  Company  is  currently  arranging  financing, 
through  a  private  placement  of  their  common  stock,  as 
the  first  phase  of  an  agenda  of  corporate  expansion  in 
1990. 

(For  further  information,  contact;  Karen  Kay  Hitt,  Corpo- 
rate Secretary,  Comparator  Systems  Corporation,  2862 
Mcgaw,  Irvine,  California  92715.) 


Teleflex  incorporated  a 

TELEFLEX  REPORTS  FIRST  QUARTER  EARNINGS 

Limerick,  PA,  (April  19,  1990)— Teleflex  Incorporated  (ASE- 
TFX)  today  reported  that  revenues  for  the  first  quarter  ended 
April  1,  1990  increased  21%  to  $109,193,000  compared  to 
$90,368,000  for  the  same  three  months  last  year.  Net 
income  increased  7%  to  $7,273,000  or  $.66  per  share  for 
the  quarter  versus  $6,823,000  or  $.63  per  share  for  the 
same  period  in  1989. 

COMPARATIVE  SUMMARY  OF  REVENUES  AND  EARNINGS 
(Unaudited) 

Three  Months  Ended 
April1,1990      March  26.  1989 
Revenues  $109,193,000      $90,368,000 

Incone  before  taxes  $11,020,000      $10,184,000 

Net  income  $7,273,000        $5,823,000 

Earnings  per  share  $-66  $.63 

Shares  outstanding  10,873,000        10.753,000 

Teleflex  Incorporated  is  a  company  which  solves  engi- 
neering problems  by  the  development  and  application  of 
new  specialized  technologies. 

(Coritact;  John  H.  Remer,  Vice  Chairman  &  Chief  Admin- 
istrative Officer  or  John  F.  Schoenfelder,  Vice  President, 
Secretary  &  Treasurer,  Teleflex  Incorporated,  155  South 
Limerick  Road,  Limerick,  PA  19468.  Phone  (215)  948-5100.) 
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Once  a  month 

Coq)orate  Report  Updates  enables 
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FRESH  AIR  FOR  SIALE  MEDIA  PLANS! 


Introducing  Air  Group  One:  Now  delivering  more 
than  7,000,000  affluent  readers  monthly  via  Delta 
SKY  and  TWA  Ambassador  inflight  magazines. 

Indi\'idually,  they're  formidable  fits  for  any  upscale  directed 
media  plan:  Award-winning  Delta  SKY  reaches  some  5.4 
million  passengers  monthly;  its  readers  have  a  hefty 
median  household  income  of  nearly  $103,000. 

TWA  Ambassador's  high-level  editorial  reaches  over  2 
million  professional  managerial  types  each  month;  with 
median  household  income  approaching  $100,000. 

Bought  singly,  or  together,  under  the  wing  of  Air  Group 
One  as  a  combination  buy,  Delta  SKY  and  TWA  Anbassador 
make  a  elirect  hit  on  the  professional/managerial  target 
market.  At  a  four-color  bleed  CPM  significantly  lower  than 
any  monthly  or  weekly  general  business  or  news  magazine 


As  if  that  weren't  enough,  the  1989  Spring  MRl  showed  Air 
Group  One's  audience  indexing  well  above  the  norms  of 
average  magazine  readers  and  television  viewers.  But  then, 
as  we've  seen,  our  readers  are  anything  but  average. 

To  learn  all  about  our  high  flying,  frequent  buyer  audi 
ence  (a  captire,  responsive  audience,  we  might  add),  call 
today  for  our  new  media  kit.  Then  call  in  the  air  force! 

Call  toll-free  nationwide  (800)  523-6809; 

In  Florida  (305)  893-1520;  FAX  (305)  895-0622 
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or  15%,  was  in  deal-related  senior 
bank  loan  participations.  Meanwhile, 
Delphi  has  over  $2  in  long-term  debt 
for  every  $1  in  shareholders'  equity. 
Do  we  hear  a  short? 


The  ayes  of  Texas 

Iast  year  Banc  One  Corp.,  with  esti- 
Imated  1990  total  assets  of  $30.5 
billion,  got  high  marks  for  the  deal  it 
cut  with  the  Federal  Deposit  Insur- 
ance Corp.  to  purchase  20  failed  Texas 
banks  from  MCorp. 

Columbus,  Ohio-based  Banc  One 
agreed  to  acquire  100%  equity  in  the 
banks — renamed  Banc  One,  Texas — 
over  a  five-year  period  at  a  price  be- 
tween $375  million  and  $510  million. 
(In  January  it  paid  $34  million  for  its 
initial  7.5%  stake.)  It  also  agreed  to 
administer  $2.4  billion  of  the  banks' 
bad  loans  for  the  fdic.  For  this  ser- 
vice. Banc  One  collects  a  fee  income. 
Banc  One  doesn't  have  to  include  any 
of  the  Texas  assets  on  its  balance 
sheet,  and  there  are  additional  safe- 
guards further  limiting  its  exposure. 

During  the  first  quarter  of  this  year, 
its  equity  interest  in  the  earnings  of 
Banc  One,  Texas  was  $10.7  million; 
fee  income  for  managing  the  fdic's 
problem  loans  kicked  in  $8.4  million. 

How  fares  the  rest  of  Banc  One's 
business?  As  of  Mar.  31,  nonperform- 
ing  assets  came  to  $277  million,  a 
13.5%  increase  over  a  year  ago.  But 
analyst  Thomas  Hanley  of  Salomon 
Brothers  notes  that  its  $260  million 
loan-loss  reserve  covers  nearly  94%  of 
that  amount. 

Better  yet,  after  Banc  One  redefined 
those  loans  in  its  portfolio  that  consti- 
tute "highly  leveraged  transactions" 
(required  by  new  banking  regula- 
tions), its  exposure  in  that  category 
declined,  from  $750  million  to  $458 
million.  Meanwhile,  Banc  One's  capi- 
tal position  is  rock-solid.  With  equity 
of  $2.3  billion,  its  equity-to-assets  ra- 
tio is  8.6%,  well  above  the  average  for 
the  regional  banks  Hanley  follows. 

As  a  result  of  a  10%  stock  dividend 
paid  in  February,  there  are  144  million 
shares  outstanding.  In  addition.  Banc 
One  intend^  to  sell  another  10  million 
shares  to  the  public  to  help  finance 
the  Texas  deal.  But  even  adjusted  for 
the  increased  float,  Hanley  still  ex- 
pects earnings  to  rise  smartly.  He's 
looking  for  a  13%  gain  to  $2.85  a 
share  this  year,  and  is  carrying  an  esti- 
mate of  $3.30  for  1991.  At  a  recent 
NYSE  price  of  28y8,  down  15%  from  its 
12-month  high  and  selling  for  10 
times  estimated  1990  earnings,  Banc 
One  is,  in  Hanley's  opinion,  a  buy. 
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This  is  the  way  you  always 
imagined  the  South  Pacific 


Andrew  Harper's  ^    Sf^x;^*^./*,^-^* 

exclusive  guide  to  unspoiled  places  MK^eavvayRepCort' 

says  about  Malcolm  Forbes'  ---'.^-  ^' 

exotic  Fiji  Island  paradise,    .j^ 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 
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^^r^aken  as  a  whole,  Fiji  is 
I  '      B      'perhaps  the  most  idyllic  and 
^  A  I        hospitable  archipelago  in  the 
^  "  B        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
j         of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds — 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  ErroJ  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  £ind  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particulEurly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific...  ■■ 
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Financing  Middle  America's  Education: 
Corporate  America  Steps  In! 


A  Corporate  Sponsored 

Report  to  Management 

Appearing  in  the 

September  17,  1990  issue 

Closing:  July  23,  1990 


"Wie  hear  a  lot  about  competitive' 
ness .  .  .  One  of  the  things  that  will 
help  Americans  be  more  competi- 
tive is  more  and  better  education. 

"There  is  a  great  need  for  pri- 
vate sector  initiatives  for  educa- 
tion that  rely  on  private  capital 
and  not  federal  funds. 

"The  U.S.  Chamber  of  Com- 
merce ConSem  Loans  for  Educa- 
tion Program  is  a  most  important 
private  sector  program  between 
U.S.  Chamber  companies  and 
their  employees  enabling  low-cost, 
long-term  loans  for  education. " 

Richard  lycsher 

President 

U.S.  Chamber  of  Commerce 


1 


Take  Advantage  of  All  the 
Benefits  of  Supporting 
This  Corporate  Report  to 
Management 

Farsighted  business  executives  recog- 
nize the  potentially  devastating  impact 
that  major  educational  problems  today 
will  have  on  tomorrow's  work  force — 
and  how  a  major  shortfall  in  college- 
educated  people  will  translate  into  a  far 
different  American  society  ...  a  far 
weaker  global  competitor.  Lurking  four- 
square behind  the  problem  is  the  usual 
culprit — money:  the  escalating  costs 
that  throw  a  figurative  stop  sign  in  the 
education  path  of  many  of  today's  mid- 
dle-class students. 

The  solution  is  here.  And,  corpo- 
rate America  is  putting  it  to  work,  the 
solution  is  the  U.S.  Chamber  of  Com- 
merce ConSern:  Loans  for  Education 
Program — an  outstanding  concept  that 


reaps  benefits  for  corporate  employees 
and  the  corporation  itself. 

Your  company  can  play  a  major 
role  in  carrying  the  news  about  Con- 
Sern to  thousands  of  business  leaders 
in  corporations  from  coast  to  coast.  By 
sponsoring  this  important  Report,  you 
can  help  to  open  the  door  for  employ- 
ees or  their  children  at  accredited  edu- 
cational institutions.  In  addition,  the  Re- 
port is  an  outstanding  platform  to  pre- 
sent your  own  company's  advertising 
to  America's  business  leaders — execu- 
tives like  you  who  can  act  on  the  infor- 
mation in  the  text  and  in  the  advertising 
messages. 

Put  this  special  Report  to  work  for 
America's  educational  needs  and  help 
your  company's  advertising  achieve  its 
goals.  For  further  information,  please 
contact  your  local  Forbes  representa- 
tive or  Susan  Toscani,  Associate  Direc- 
tor of  Special  Projects,  60  Fifth  Avenue, 
New  York.  NY  1001 1  (212)  620-2450. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  May  29,  1920) 
"Those  in  the  best  position  to  foresee 
business  and  industrial  trends  declare 
that  signs  of  slackening  are  beginning 
to  appear  on  the  distant  horizon.  Peo- 
ple are  not  spending  quite  as  reckless- 
ly as  heretofore.  The  widespread  cut- 
ting of  prices  by  department  stores 
has  created  a  feeling  that  prices  in 
general  are  ready  to  slide  downward 
and  that,  therefore,  it  will  pay  to  post- 
pone purchases  wherever  possible." 

"John  Wanamaker  coolly  states  that, 
after  cutting  all  his  prices  20%,  he 
still  has  a  fair  profit.  This  raises  the 
question.  What  were  Wanamaker's 
profits  before  he  made  this  cut?  ...  If 
Wanamaker  or  any  other  department 
store  owner  can  make  a  reasonable 
profit  after  marking  down  all  prices 
20%,  what  justification,  other  than  a 
thirst  to  profiteer,  had  he  for  tagging 
on  the  extra  20%?" 

Sixty  years  ago 

(From  the  issue  of  June  1,  1930) 


"  Taking  a  clock  apart  is  eas}' — but  mak- 
ing it  go  right  again  is  the  trick" 

"Has  'Hoover  Luck'  forsaken  the 
President  and  has  he  become  'Hoodoo 
Hoover'?  In  his  first  15  months  of 
office  the  breaks  have  almost  all  gone 
against  him.  Congress  has  taken  de- 
light in  defying  him;  and  thus  far  he 
has  totally  f^led  in  effective  leader- 
ship. He  promised  the  country  'limit- 
ed tariff  revision,'  chiefly  for  the  bene- 
fit of  our  farmers.  The  Washington 
politicians  have  felt  free  to  indulge  in 


unlimited  tariff  tinkering,  regardless 
of  the  President's  desires,  and  have 
succeeded  in  incurring  the  ire  of  our 
agricultural  population,  other  large 
sections  of  the  public  and  nearly  every 
foreign  land." 

Fifty  years  a^ 

(From  the  issue  of  June  1,  1940) 
"The  unbelievable  events  of  the  last 
few  weeks  in  Europe  have  turned 
business  thinking  to  one  subject 
above  and  beyond  all  others:  national 
defense.  One  thing  is  as  clear  as  day- 
light— something  must  and  will  be 
done  about  it.  But  another  angle  of  the 
subject  is  wrapped  in  a  pea-soup  fog. 
This  fog-bound  angle  concerns  what 
business  can  and  must  do  about  the 
national  defense  program.  " 

"In  view  of  the  airlines'  new  safety 
record  (more  than  one  year  of  peak 
operations  without  a  fatal  injury),  two 
insurance  companies  announce  re- 
duced rates  on  air  travel  insurance. 
That  the  general  public  is  also  im- 
pressed, however,  is  evidenced  in  two 
other  bits  of  news:  (I)  American  Air- 
lines, Inc.,  carrying  64,876  passengers 
in  April,  claims  a  new  world's  record 
for  passenger  traffic  in  a  single  month. 
(2)  The  Brooklyn  Dodgers,  flying  from 
game  to  game  across  the  country, 
mark  the  first  mass  flights  of  a  major 
league  baseball  club  during  the  play- 
ing season." 

Twenty-five  years  ago 

(Urom  the  issue  of  June  1,  1965) 
"Westinghouse's  situation  was  even 
worse  than  it  appeared  on  the  surface. 
In  1963,  a  boom  year  for  the  economy, 
WX  netted  only  $1.28  a  common 
share,  less  than  half  of  what  it  had 
earned  in  its  best  year — and  its  'best 
year'  was  ancient  history,  way  back  in 
1950.  .  .  .  Doing  an  annual  volume  of 
$2. 1  billion,  WX  was  losing  money  on 
$1  billion  of  it  and  not  doing  brilliant- 
ly on  the  rest.  On  a  corporation-wide 
basis,  WX  netted  less  than  5%  on 
stockholders'  equity,  only  slightly 
more  than  2%  on  sales. .  . ." 


"The  Japanese  steel  industry  last  year 
nudged  West  Germany  out  of  third 
place  (after  the  U.S.  and  U.S.S.R.) 
among  the  world's  steel  producers. 
No  mean  feat,  considering  that  Japan 
produces  only  a  fraction  of  her  coal 
and  virtually  none  of  her  iron.  ..." 

Ten  years  ago 

(From  the  issue  of  May  26,  1980) 
"Americans  are  upgrading  the  con- 
tents of  their  wallets,  with  the  $100 
bill  coming  into  vogue.  The  public 
now  has  in  its  jeans  more  than  $42 
billion  in  C-notes,  the  Treasury  De- 
partment says.  The  $1  bill  is  still 
number  one,  but  the  value  of  the  sin- 
gles in  circulation  is  only  about  $3 
billion.  What  is  causing  the  big-bill 
syndrome?  One  theory  is  that  because 
of  inflation  workers  are  now  asking  for 
$50s  and  $I00s  at  the  pay  window 
rather  than  $10s  and  $20s.  Another  is 
that  the  bigger  bills  are  the  legal  tender 
of  the  growing  underground  economy, 
which  operates  strictly  on  cash  to  foil 
the  income  tax  collectors." 


For  years  Westinghouse  supplied  most  of 
the  engines  for  U.S.  nuclear  submarines 


Military  ground-station  antennas  were 
another  Harris  Corp.  success  story 

"Amid  all  the  woes  that  afflict  the 
American  economy  these  days,  it's 
nice  to  chronicle  an  unabashed  suc- 
cess story.  Florida-based  Harris  Corp. 
is  just  that.  In  a  sick  stock  market  it 
sells  at  12  times  earnings.  In  the  fiscal 
year  that  will  end  this  June  30,  Harris 
will  show  record  earnings,  roughly 
$2.65  a  share.  This  will  mark  its 
eighth  straight  [yearly]  gain.  ..." 
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I  don't  want  to  achieve 
immortality  through  my  work. 
I  want  to  achieve  it  through 
not  dying. 
Woody  Allen 


I  stopped  believing  in  Santa 
Claus  when  I  was  six.  Mother 
took  me  to  see  him  in  a 
department  store  and  he 
asked  for  my  autograph. 
Shirley  Temple 


Farm:  What  a  city  man  dreams 
of  at  5  P.M.,  never  at  5  a.m. 
Anonymous 


The  best  time  for  planning 
a  book  is  while  you're 
doing  the  dishes. 
Agatha  Christie 


A  youthful  figure  is  what  you 
get  when  you  ask  a  woman  her  age. 
Anonymous 


A  goose  flies  by  a  chart 
which  the  Royal  Geographical 
Society  could  not  improve. 
Oliver  Wendell  Holmes 


Marriage:  May  be  compared  to 
a  cage:  the  birds  without 
despair  to  get  in,  and  those 
within  despair  to  get  out. 
Michel  de  Montaigne 


A  man  in  a  passion 
rides  a  wild  horse. 
Benjamin  Franklin 


All  men  are  poets  at  heart. 
They  serve  nature  for  bread, 
but  her  loveliness  overcomes 
them  sometimes. 
Ralph  Waldo  Emerson 


There  was  never  yet  a 
philosopher  that  could  endure 
the  toothache  patiently. 
William  Shakespeare 


Thoughts 

on  the  Business  of  Life 


The  only  advice  I  can  think  of  that's 
of  any  value  to  anybody  that  is 
eager  to  have  success — whatever 
that  means  in  life — is  to  do 
what  turns  you  on.  If  you're  not 
doing  something  that's  got  you 
all,  got  you  all  wrapped  up, 
you  just  can't  do  it  well.  You're 
going  to  lay  an  egg. 
(Commencement  address,  1988) 
Malcolm  Forbes 


Let  us  set  Germany,  so  to 
speak,  in  the  saddle.  It  will 
soon  know  how  to  ride. 
Otto  von  Bismarck 


One  pleasure  attached  to 
growing  older  is  that  many 
things  seem  to  be  growing 
younger;  growing  fresher 
and  more  lively  than  we 
once  supposed  them  .to  be. 
G.K.  Chesterton 


Advice:  What  a  man  gives  when 

he  gets  too  old  to  set  a 

bad  example. 

La  Rochefoucauld 


Money  doesn't  care  who  makes  it. 
Old  retail  saying 


Procrastination  is  the  art  of 
keeping  up  with  yesterday. 
Don  Marquis 


More  than  9,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  won.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


It's  a  terrible  thing  to 
look  over  your  shoulder 
when  you  are  trying  to  lead- 
and  find  no  one  there. 
Franklin  D.  Roosevelt 


Politics  is  perhaps  the  only 
profession  for  which  no 
preparation  is  thought  necessary. 
Robert  Louis  Stevenson 


Few  can  be  induced  to  labor 
exclusively  for  posterity. 
Posterity  has  done  nothing  for  us. 
Abraham  Lincoln 


We  Athenians  hold  that  it  is 
not  poverty  that  is  disgraceful 
but  the  failure  to  struggle 
against  it. 
Pericles 


A  Text . . . 

For  as  the  eanh  bringeth 
forth  her  bud,  and  as  the 
garden  causeth  the  things 
that  are  sown  in  it  to  spring 
forth;  so  the  Lord  God 
will  cause  righteousness 
and  praise  to  spring  forth 
before  all  the  nations. 

LSAIAH  61:11 


Sent  in  by  Edel  R.  Peeters,  Winnetka,  111. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


We  are  so  constituted  that  we 
believe  the  most  incredible 
things,  and  once  they  are 
engraved  upon  the  memory,  woe 
to  him  that  would  endeavor 
to  erase  them. 
Goethe 


All  say,  "How  hard  it  is  we  have 
to  die" — a  strange  complaint 
to  come  from  the  mouths 
of  people  who  have  had  to  live. 
Mark  Twain 
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I  don't  want  to  achieve 
immortality  through  my  work. 
I  want  to  achieve  it  through 
not  dying. 
Woody  Allen 


I  stopped  beheving  in  Santa 
Claus  when  I  was  six.  Mother 
took  me  to  see  him  in  a 
department  store  and  he 
asked  for  my  autograph. 
Shirley  Temple 


Farm:  What  a  city  man  dreams 
of  at  5  P.M.,  never  at  5  a.m. 
Anonymous 


The  best  time  for  planning 
a  book  is  while  you're 
doing  the  dishes. 
Agatha  Christie 


A  youthful  figure  is  what  you 
get  when  you  ask  a  woman  her  age. 
Anonymous 


A  goose  flies  by  a  chart 
which  the  Royal  Geographical 
Society  could  not  improve. 
Oliver  Wendell  Holmes 


Marriage:  May  be  compared  to 
a  cage:  the  birds  without 
despair  to  get  in,  and  those 
within  despair  to  get  out. 
Michel  de  Montaigne 


A  man  in  a  passion 
rides  a  wild  horse. 
Benjamin  Franklin 


All  men  are  poets  at  heart. 
They  serve  nature  for  bread, 
but  her  loveliness  overcomes 
them  sometimes. 
Ralph  Waldo  Emerson 


There  was  never  yet  a 
philosopher  that  could  endure 
the  toothache  patiently. 
William  Shakespeare 


Thoughts 

on  the  Business  of  Life 


The  only  advice  I  can  think  of  that's 
of  any  value  to  anybody  that  is 
eager  to  have  success — whatever 
that  means  in  life — is  to  do 
what  turns  you  on.  If  you're  not 
doing  something  that's  got  you 
all,  got  you  all  wrapped  up, 
you  Just  can't  do  it  well.  You're 
going  to  lay  an  egg. 
(^Commencement  address,  1988) 
Malcolm  Forbes 


Let  us  set  Germany,  so  to 
speak,  in  the  saddle.  It  will 
soon  know  how  to  ride. 
Otto  von  Bismarck 


One  pleasure  attached  to 
growing  older  is  that  many 
things  seem  to  be  growing 
younger;  growing  fresher 
and  more  lively  than  we 
once  supposed  them  .to  be. 
G.K.  Chesterton 


Advice:  What  a  man  gives  when 

he  gets  too  old  to  set  a 

bad  example. 

La  Rochefoucauld 


Money  doesn't  care  who  makes  it. 
Old  retail  saying 


Procrastination  is  the  art  of 
keeping  up  with  yesterday. 
Don  Marquis 


More  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  won.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


It's  a  terrible  thing  to 
look  over  your  shoulder 
when  you  are  trying  to  lead- 
and  find  no  one  there. 
Franklin  D.  Roosevelt 


Politics  is  perhaps  the  only 
profession  for  which  no 
preparation  is  thought  necessary. 
Robert  Louis  Stevenson 


Few  can  be  induced  to  labor 
exclusively  for  posterity. 
Posterity  has  done  nothing  for  us. 
Abraham  Lincoln 


We  Athenians  hold  that  it  is 
not  poverty  that  is  disgraceful 
but  the  failure  to  struggle 
against  it. 
Pericles 


A  Text . . . 

For  as  the  earth  bringeth 
fonh  her  bud,  and  as  the 
garden  causeth  the  things 
that  are  sown  in  it  to  spring 
forth;  so  the  Lord  God 
will  cause  righteousness 
and  praise  to  spring  forth 
before  all  the  nations. 
Isaiah  61:11 


Sent  in  by  Edel  R.  Peelers,  Winnetka,  III. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


We  are  so  constituted  that  we 
believe  the  most  incredible 
things,  and  once  they  arc 
engraved  upon  the  memory,  woe 
to  him  that  would  endeavor 
to  erase  them. 
Goethe 


All  say,  "How  hard  it  is  wc  have 
to  die" — a  strange  complaint 
to  come  from  the  mouths 
of  people  who  have  had  to  live. 
Mark  Twain 
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While  the  new  164 
high  performance  luxury 
sedan  is  built  very  differ- 
ently than  past  Alfas,  its 
reason  for  being  remains 
the  same.  To  perform.  In 
every  sense  of  the  word. 

Like  all  Alfas,  its 
engine  is  a  masterpiece. 
A  deceptively  simple  V-6 


with  the  best  in  the 
world.  To  that  end,  the 
new  164  is  built  from  the 
ground  up  in  a  state-of- 
the-art  facility  that  com- 
bines the  best  of  robotics, 
off-line  assembly,  hand- 
work and  exhaustive 
inspection.  And  it  is  cov- 
ered by  an  Alfa  Romeo 


The  Alfa  Romeo  164. 

Precisely  designed  to  be  a  high 

performance  luxury  sedan. 

And  covered  to  make  damn  sure  it  will  be 


The  new  164  high 
performance  luxury 
sedan.  The  first  of  the 
next  generation  of 
Alfa  Romeos.  Dedicated 
to  be  a  legend  for  the 
new  age. 

For  more  information, 
call:  1-800-245-ALFA. 

Alfa  Romeo. 

The  legendary  marque 

of  high  performance. 


machine  capable  of 
generating  140-mile-an- 
hour+  test  track  speeds. 

It  is  styled,  like 
many  Alfa  Romeos,  by 
Pininfarina,  oneofthe 
world's  truly  great  studios. 
So  styling,  ergonomics 
and  aerodynamics  are 
world  class. 

This  is,  unmistakably, 
a  car  built  to  compete 


Assurance  Program  in 

keeping  with  the  exciting 

quality  of  the  car.  With 

coverage  so 

complete 

it  pays  for 

virtually 

everything 

from  light 

bulbs  to  oil 

changes.* 
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Congratulations,  Peter  and  Leslie 

We're  proud  of  Peter  Brimelow  and  Leslie  Spencer.  They've  v^^on 
the  most  prestigious  award  in  business  reporting  in  magazines: 
the  Gerald  Loeb  Award  for  Distinguished  Business  and  Finan- 
cial Journalism,  administered  by  the  John  E.  Anderson  School  of 
Management  at  ucla.  The  judges  picked  our  cover  story  of  Oct 
16,  1989,  "The  litigation  scandal."  It 
was  an  examination  of  a  joining  of 
trial  lawyers,  judges  and  legislators  to 
milk  billions  of  dollars  from  the 
American  economy.  Accompanying 
the  article  was  a  listing  of  the  114 
highest-earning  lawyers  in  the  U.S. 

Says  Brimelow:  "Leslie  Spencer  was 
the  one  who  made  the  bullets;  all  I 
had  to  do  was  pull  the  trigger."  That 
the  bullets  found  their  target  is  evi- 
dent from  the  many  letters  and  phone 
calls  the  authors  still  get  from  angry 
lawyers  and  aggrieved  clients.  And,  of  course,  by  their  winning 
the  Loeb  Award. 

Kathryn  Harris  of  our  Los  Angeles  bureau  also  won  a  Loeb 
this  year.  She  and  a  partner  scored  in  the  category  for  deadline 
writing  on  the  Time  Warner  merger  last  year  when  she  was  at 
the  Los  Angeles  Times. 

The  patriot  game 

In  this  issue  Peter  Brimelow  has  another  target.  In  "Divorce  to 
the  north?"  he  tells  why  Canada's  constitutional  crisis  fore- 
shadows an  eventual  breakup  of  the  confederation.  Brimelow, 
an  Englishman  by  birth,  worked  seven  years  in  Canada  before 
coming  to  the  U.S.  His  book  The  Patriot  Game:  Canada  and  the 
Canadian  Question  RerLsited  made  a  stir  in  Canada  a  few  years 
back  and  remains  lively,  informative  reading.  Page  56. 

Score  one  for  Donald 

Our  cover  story  of  May  14  dissected  the  finances  of  the  flamboy- 
ant Donald  Trump  and  uncovered  an  alarming  and  precarious 
match  of  assets  and  debt  in  his  highly  leveraged  real  estate- 
gambling  empire.  Since  then  the  media  here  and  abroad  have 
been  having  a  field  day  speculating  on  whether  Trump  can  stay 
afloat.  Following  leads  developed  in  that  article.  Senior  Editor 
Richard  Stern  and  freelance  writer  John  Connolly  visit  Atlantic 
City,  N.J.  to  find  what  happened  when  Trump  and  Hollywood's 
Mcrv  Griffin  struck  their  famous  deal  to  divide  the  gambling 
casinos  there.  Trump,  though  loaded  with  debt,  owns  the  three 
best  properties  while  Griffin's  company  is  already  in  Chapter 
11.  Why  did  Griffin's  negotiators  put  him  into  this  lousy  deal/ 
There's  colorful  reading  in  "How  Mcrv  Griffin  got  taken  to  the 
cleaners,"  beginning  on  page  38. 
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Edited  by  Kerry  Hannon 


Welcome  to 
the  club 

re  Wany, 
May  29,  1989 


Fl  or  lack  of  strong  environmental 
laws,  Taiwanese  chemical  compa- 
nies have  been  allowed  for  decades  to 
pollute  their  home  island  more  or  less 
as  they  pleased.  Now  Taiwanese  bil- 
lionaire Y.C.  Wang  is  finding  that  in 
the  U.S.  fouling  the  land  isn't  so  easy. 
A  year  ago  Forbes  chronicled 
Wang's  invasion  of  the  U.S.  petro- 
chemical business,  outlining  plans  by 
his  company,  the  Formosa  Plastics 
Group,  to  build  a  $1.7  billion  petro- 
chemical complex  in  Point  Comfort, 
Tex.  Now  Formosa  has  run  into  trou- 
ble. The  Texas  Water  Commission  re- 
cently proposed  that  Formosa  be  fined 
$245,000  for  wastewater  violations — 
the  largest  penalty  of  this  kind  it  has 
ever  assessed  against  a  company.  And 
the  U.S.  Environmental  Protection 
Agency  is  investigating  whether  For- 
mosa contaminated  groundwater  near 
its  plant.  Using  the  kind  of  hysterical 
mediaspeak  that  is  becoming  popular, 
local  shrimpers  and  environmental- 
ists have  branded  Formosa  an  "envi- 
ronmental outlaw."  They  say  it 
shouldn't  be  allowed  to  expand  until 
it  cleans  up  contaminated  soil  and 
water  and  prepares  a  comprehensive 
environmental  impact  report  for  the 
new  plant.  They  have  already  forced  a 
few  months'  delay  on  the  project. 
Wang  is  getting  a  good  lesson  in  the 
kind  of  politics  and  red  tape  that  have 
for  years  hamstrung  his  U.S.  competi- 
tors.—Ruth  Simon 


year  and  a  half  ago.  But  for  the  year 
ended  Jan.  31,  its  profits  fell  10%,  to 
$29  million— the  first  drop  in  five 
years.  The  bad  news  repeated  in  the 
quarter  ended  Apr.  30,  with  earnings 
down  some  60%,  to  $1.7  million.  The 
stock  recently  traded  at  16,  about  haff 
what  it  was  a  year  ago. 

What  happened?  Lands'  End  was 
hurt  by  the  nationwide  slowdown  in 
the  growth  of  catalog  sales.  Its  simple, 
classic  lines  also  lost  some  customers 
to  flashier,  trendier  lines  offered  by 
the  likes  of  J.  Crew  and  Tweeds. 
Then,  to  stimulate  business,  the  com- 
pany mailed  91  million  catalogs — at  a 
cost  of  around  $90  million — last  year, 
up  from  76  million  catalogs  at  a  cost 
of  about  $75  million  m  1988.  The 
response  was  less  than  hoped.  For  the 
remainder  of  this  year.  Lands'  End's 
profits  are  expected  to  be  down 
again — 14%  this  time.  But  a  two-year 
slump  is  hardly  the  end  of  the  line  for 
a  company  that  had  shown  double- 
digit  growth  in  both  sales  and  earn- 
ings for  many  years.  And  Lands'  End's 
reputation  for  fast,  efficient  service, 
its  classic,  durable  products  are  assets 
that  will  probably  outlast  the  flash-in- 
the-pan  appeal  of  "fashion"  merchan- 
dise. Just  ask  L.L.  Bean. 


Cash  offers, 
please 

l\-h  5,  1990 
(krald  Barton 


Iands'  End,  the  mail-order  house, 
Ihad  shown  steady,  solid  sales  and 
profit  growth  when  Forbes  described 
its  successful  philosophy  almost   a 


Fl  ORBES  told  readers  in  February 
that  Landmark  Land  Co.  Chief  Ex- 
ecutive Gerald  Barton  had  put  his 
prize  assets  up  for  sale.  Prominent 
among  them  were  posh  golf  resorts 
such  as  PGA  West,  La  Quinta  and 
Mission  Hills.  At  the  time  Barton  was 
under  fire  from  federal  bank  regula- 
tors, who  were  upset  by  the  way  Bar- 
ton was  funding  construction  of  his 
resorts.  For  years,  the  Carmcl,  Calif.- 
based  Landmark  had  taken  deposits 
from  a  Louisiana  savings  and  loan  it 
owned,  and  invested  them  directly  in 
its  own  real  estate  projects.  Late  last 
year  regulators  outlawed  this  type  of 
investment  and  ordered  Landmark  to 
get  the  properties  off  the  s&l's  books. 
Barton  looked  like  he  might  emerge 
unscathed    when    he    announced    in 


April  that  Landmark  would  sell  most 
of  its  properties  to  California  develop- 
er Barry  Hon  for  $967  million.  Had 
the  transaction  gone  through.  Land- 
mark said  it  would  have  booked  a 
$470  million  pretax  profit.  But  it 
turned  out  Hon  wasn't  offering  much 
cash  in  the  deal;  federal  regulators 
objected  to  the  sale  because  it  called 
for  Landmark's  Louisiana  s&cl.  Oak 
Tree  Savings,  to  finance  75%  of  the 
acquisition  price. 

Now  Barton  is  struggling  to  stay 
afloat.  He  has  restructured  his  deal 
with  Hon,  this  time  agreeing  to  sell 
him  one  property,  in  Riverside,  Calif., 
for  $275  million.  But  this,  too,  may 
founder  since  Oak  Tree  again  plans  to 
finance  75%  of  the  cost.  Meanwhile, 
Barton  has  hired  Salomon  Brothers  to 
find  a  buyer  for  part  or  all  of  the  com- 
pany.— John  H.  Taylor 


Flawless  logic 

Oct  Ix  1976 
I  eh  9.  1990 


How's  this  for  a  prediction  an  edi- 
tor would  rather  forget?  In  a  1976 
cover  story,  Forbes  consulted  its  crys- 
tal ball  and  said:  "The  electric  car's 
rebirth  is  as  sure  as  the  need  to  end 
our  dependence  on  imported  oil." 

While  the  logic  may  have  been 
flawless,  the  electric  car  has,  of 
course,  gone  nowhere.  In  February,  in 
fact.  General  Motors  announced  that 
it  was  evaluating  a  prototype  electric 
car.  But  even  gm  said  it  had  no  plans 
to  mass-market  the  vehicle. 

Now  comes  Fiat's  Panda  Elcttra,  an 
electric-powered  subcompact.  Devel- 
oped in  collaboration  with  Austria's 
Steyr  Daimler  Puch  A.G.,  the  car  has 
a  cruising  range  of  75  miles  and  a  top 
speed  of  70mph.  Optional  nickel  cad- 
mium batteries  boost  the  range  to 
over  110  miles.  The  12hp  engine  gives 
the  two-seater  Elcttra  an  acceleration 
from  0  to  25mph  in  10  seconds. 

Fiat  says  it  will  begin  selling  the 
Panda  Elettra,  priced  at  around 
$20,000,  this  month,  and  estimates  it 
will  sell  all  of  500  Panda  Elettras  this 
year.  Our  prediction  may  yet  come  to 
pass.  When  is  another  question. 
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time.  Because  our 


PEOPLE  feel 


that  their 
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but  when  they  answer  the  very  last  call. 
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For  more  mlormatioii.  write  Centel  Corporation,  Dept  A,  8725  Higgins  Road.  Chicago.  IL  60631. 


■% 


en  any  door  and  you' 


-e  about  to  enter  a 
new,  larger  world  of 
lu>airy.  Prepare  to  be 
impressed.  This 
new  Caprice  is 
not  only  longer 
than  last 
year 


length 

2i4.r' 

Width 

77.0" 

Wheelbase 

115.9" 

Head  Room, 
Front/Rear 

39.3/38.1" 

Leg  Room, 
Front/Rear 

42.2/39.0" 

Shoi   .    rRoom. 
FronL/ktar 

63.4/63.4" 

Hip  Room, 

1  Front/Rear 

57.0/56.9" 

ip^ice 

20.4  cu.  ft. 

ms 
Caprice 
ofaU 
time.  With  more  room 


nearly 
every  h 
urysec 
sold  in 
America.  At  any  pri< 


;;f  Chfvi '  !el  emblem  and 
■f--f<ister(-t i  !  raricmarks  of  the 


'■  /  (  '   ..i)Ln:!'       II 


ie  more  space  than  ever. 


tp^i  the  driver's  door 
d  see  what  youVe  been 
issing.  A  luxurious 
vironment  that  com- 
rtably  seats  six.  And 
can  include  the 
classic  rich- 
ness of 


le  truni 
luch  md 
Tan  carry.  The  20.# 
cu.-ft.  trunk  holds  four 
golf  bags  and  enough 
golf  balls  to  play  almost 
forever. 

You  expect  a  car  this 
spacious  to  come  with  a 
long  list  of  features.  And 
it  does.  Caprice  has  more 
standard  features  than 
many  higher  priced 
cars.  Standards 
like  anti-lock 


Caj 
offer,  we  invit 
drive  it.  And  discover  the 
biggest  pleasure  of  all. 

For  more  information 
regarding  the  1991 
Caprice,  please  call 
1-800-879-1991  or  see 
your  Chevrolet  dealer. 


OF  AMERICA  IS  WINNING 
'TODAY'S  CHEVROLET 
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Disney  still  loves  the  Muppets 
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7)(9e  late  Jim  I lenson  uitb  a  few  of  his  crealioyis 
Will  Disney  try  to  get  a  lower  price? 


The  death  of  master  Muppeteer  Jim 
Henson  in  May  is  causing  no  little 
anguish  at  Walt  Disney  Co.,  but  it 
probably  won't  stop  Disney  from 
completing  its  pending  acquisition  of 
Henson  Associates  Inc.  The  purchase 
was  announced  last  August  at  a  re- 
ported price  of  $100  million  to  $150 
million,  but  Henson  died  before  the 
deal  had  closed. 

The  deal,  however,  actually  includ- 
ed two  separate  contracts:  In  one,  Dis- 
ney would  buy  Henson's  company 
and  the  rights  to  most  of  his  charac- 
ters (except  those,  like  Big  Bird  and 
the  Cookie  Monster,  that  were  creat- 
ed exclusively  ior  Sesame  Street]-,  in  the 
other,  it  would  contract  with  Henson 
himself  for  his  future  creative  ser- 
vices. The  purchase-price  range  cov- 
ered just  the  asset  sale. 

In  fact,  it  might  be  foolish  for  Dis- 
ney to  try  renegotiating,  because  then 
Henson's  heirs  could  ask  a  probate 
judge  to  intervene.  The  worst  case  for 
Disney?  A  probate  judge  could  throw 
open  the  bidding  again.  "What  if 
[mca's]  Universal  wants  to  bid  more 
now?"  asks  a  knowledgeable  source. 
Both  Henson  Associates  and  Disney 


say  business  matters  are  on  hold  dur- 
ing the  mourning  period. 

Drilled  again 

Since  Oryx  Energy  hit  a  big  gusher 
last  April  in  a  South  Texas  oilfield, 
the  horizontal  drilling  technique  it 
used  has  become  the  rage  among  Tex- 
as oilmen.  More  than  a  dozen  inde- 
pendent oil  companies  are  trying  the 
technique,  which  allows  them  to  drill 
horizontally  through  several  oil-bear- 
ing fractures  from  a  single  rig  (Forbes, 
May  15,  19S9]. 

Now,  predictably,  out  come  the  con 
men.  Texas  authorities  have  identi- 
fied at  least  six  boiler  room  operations 
peddling  phony  interests  in  oil  leases, 
using  horizontal  drilling  as  the  hook. 
Kansas  securities  officials  have  un- 
covered a  couple  more;  Tennessee 
regulators  have  shut  one  down  for  se- 
curities violations.  So  far,  hundreds  of 
investors  around  the  country  have 
been  fleeced  of  at  least  $6  million.  A 
round  of  indictments  is  expected  in  a 
month  or  so.  Says  John  Morgan,  Texas 
State  Securities  Board's  head  of  en- 
forcement: "Horizontal  drilling  is  the 
new  promotional  gimmick." 
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One  such  oily  operator  is  Great 
Southwest  Energy,  Inc.,  based  near 
Dallas.  Texas  regulators  claim  com- 
pany salesmen  used  high-pressure 
tactics  to  sell  interests  in  the  Twin 
Elephant  Joint  Venture,  "elephant" 
being  slang  for  a  productive  field.  Not 
only  were  the  salesmen  and  the  secu- 
rities unregistered,  but  the  state 
charges  that  investor  funds  were  be- 
ing deposited  in  a  separate  bank  ac- 
count controlled  by  one  of  the  three 
company  principals. 

The  principals,  Walter  Cushman, 
Terry  Donaghe  and  Rodney  Hollo- 
man,  met  at  federal  prison  in  Big 
Spring,  Tex.  They  had  been  convicted 
on  a  variety  of  charges,  including  mail 
and  wire  fraud,  forgery  and  cocaine 
distribution.  They  learned  about  oil 
and  gas  leasing  at  a  prison-sponsored 
seminar. — Claire  Poole 

Blacklisted  business 

Even  with  Manuel  Noriega  locked  up, 
a  few  economic  sanctions  leveled 
against  Panama  and  designed  to  oust 
him  remain  in  force.  Last  fall  the  U.S. 
Treasury  put  a  number  of  Noriega  cro- 
nies, and  some  firms  with  alleged  ties 
to  the  dictator,  on  a  list  of  "Specially 
Designated  Nationals  of  Cuba."  The 
list  was  originally  established  as  part 
of  U.S.  sanctions  against  the  Western 
Hemisphere's  last  dictator,  Fidel  Cas- 
tro, but  was  stretched  to  cover  Cas- 
tro's buddy,  Noriega.  Any  U.S.  firm 
dealing  with  one  of  these  blacklisted 
outfits  can  be  punished  with  fines  and 
imprisonment. 

While  some  of  the  170  Panama- 
based  businesses  do  have  ties  to  Cuba, 
a  number  of  them  claim  that  the  list 
was  too  hastily  compiled  and  that 
there  were  some  innocent  victims.  A 
$50  million  Panamanian  poultry  and 
farm-products  outfit,  Grupo  Mclo, 
had  one  of  its  subsidiaries  make  the 
Cuba  list,  while  others  of  its  units 
were  not  on  the  list. 

The  result?  Deere  and  ConAgra 
could  ship  to  the  clean  Melo  units, 
while  Ell  Lilly  and  Pfizer  had  to  steer 
clear  of  the  tainted  one.  By  May  only 
three  companies,  including  Mclo,  had 
been  dc-sanctioned,  but  the  bureau- 
cratic mills  grind  slowly.  "We're  tak- 
ing reasonable  steps  to  remove  firms, 
as  appropriate,"  says  Richard  New- 
comb,  director  of  the  Treasury  De- 
partment's Office  of  Foreign  Assets 
Control.  And  well  they  should  in  this 
case,  given  Castro's  record  of  deceit 
and  terror. — Joel  Millnian 

Help  wanted,  bring  Rolodex 

In  April  Salomon  Brothers  Inc.  paid  a 
rumored  $2  million  for  Drexel  Burn- 
ham    Lambert's   much   sought   alter 
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junk-bond  computer  database.  This 
prize  catch — with  trading  records  of 
all  Drexel-underwritten  junk — 
should  give  bond  powerhouse  Salo- 
mon an  inside  track  on  the  clients  and 
deals  that  made  Drexel  such  a  force. 
But  one  losing  bidder,  Los  Angeles- 
based  brokerage  Jefferies  8k  Co.,  didn't 
just  give  up.  It  has  hired  37  former 
Drexel  junk  people,  from  traders  and 


researchers  to  secretaries.  Jefferies 
Chief  Executive  Frank  Baxter  denies 
the  rumor  that  the  new  hires  brought 
along  a  bootleg  version  of  the  data- 
base. Sure,  some  salesmen  brought 
their  Rolodexes  with  them,  says  Bax- 
ter, "but  we  aren't  going  to  take  some- 
thing that  isn't  ours." 

Dean  dodges  a  bullet 

With  the  newspaper  business  slump- 
ing, William  Dean  Singleton  appears 
to  have  shored  up  his  empire  with 
some  fancy  footwork.  With  partners. 
Singleton  owns  the  Houston  Post,  the 
Denver  Post  and  72  other  papers.  Now 
the  Toronto  Sun  Publishing  Corp., 
which  unloaded  the  Houston  paper  on 
Singleton  for  $150  million  in  1987, 
will  likely  be  back  in  as  a  partner. 

The  Toronto  Sun  holds  a  $50  mil- 
lion note  from  Singleton,  on  which 
interest  had  been  accruing.  Singleton 
has  nearly  completed  talks  with  the 
Toronto  Sun  about  changing  that  note 
into  preferred  stock,  which  would  be 
convertible  into  44%  of  equity  in  the 
Houston  Post 

Singleton  also  seems  to  have  man- 
aged to  disentangle  his  healthy  news- 
papers from  the  less  predictable  for- 
tunes of  the  Houston  Post.  He'd  put  up 
two  of  his  New  Jersey  papers  as  collat- 
eral on  the  Post  debt.  In  the  new  deal 
the  New  Jersey  papers  will  be  separat- 
ed from  the  Post  and  will  take  about 
$45  million  of  debt  with  them.  The 
game  isn't  over,  but  Singleton  has 
bought  himself  some  breathing  room. 


FORBES,  JUNE  11,  1990 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-356-3704 

Change  of  Address.  Please  give  six  weeks' 
notice.  Write  your  new  address  on  this 
form  and  return  it  witfi  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$48  □  3  years  $96  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $172C.  Orders  for  other 
countries  add  $57  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 

LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name        (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-3820 


i^^lEli 


Lil 


DISCOVER  ( 
AMERICA'S  TECHNOLOGY 
COMPANIES 


Uncover  new  business 
opportunities  with  fast-growing 
liigh-tecli  manufacturers 
Target: 

•  hard-to-find  private  companies 

•  key  decision  makers 

•  divisions  of  large  companies 

•  makers  of  3,000  +  product  types 

Identify: 

•  new  markets 

•  new  opportunities 

•  new  partners 

•  new  investments 


Directories  •  Databases 
IVIailing  Lists  •  Reports 

National/Regional/Custom 

FREE  Information  Kit:  1-800-333-8036 


12  Alfred  Street,  Suite  200 

Woburn,  Massachusetts  01801 

(617)  932-3939  •  FAX:  (617)  932-6335 

TLX:  497-2961  CRPTECH 


15 


Readers  Say 


Trump  it  up 

Sir:  Re  "Manhattan's  favorite  guess- 
ing game:  How  rich  is  Donald?"  fMay 
14j  Who  really  cares? 
—Fred  C.  Dent  III 
Cliffside  Park,  N.J. 

Sir:  Even  Forbes  has  fallen  victim  to 
real  estate  doublespeak  when  speak- 
ing of  "increasing  real  estate  values" 
at  a  time  when  prices  were  rising.  In 
any  other  investment  field  you  would 
refer  to  increasing  values  only  when 
prices  fell. 
— George  Ritzlin 
Evanston,  III. 

Sir:  The  alleged  financial  problems 
are  obviously  a  successful  effort  by 
Mr.  Trump  to  understate  his  financial 
resources  in  light  of  his  upcoming  di- 
vorce trial. 
— David  Janello 
Cambridge,  Mass. 

Sir:  Trump's  antagonists  at  Forbes 
are  just  the  kind  of  pigeons  everyone 
loves  to  buy  real  estate  from.  They're 
easy  to  scare,  debt  makes  them  ner- 
vous, and  they're  convinced  real  es- 
tate prices  can't  possibly  go  higher 
than  an  accountant's  mentality 
would  guess. 
— Ken  Garzo 
Lajolla,  Calif. 


Pay  it  again,  to  Sam 

Sir:  Forbes  can  carve  new  history  by 
publishing   its   list   of   "The   Forbes 
1040,"  the  list  of  the  1,040  top  taxpay- 
ers in  the  U.S. 
— Howard  J.  Rubenstein 
Nev-  York,  N.Y. 


Out  of  context 

Sir:  The  true  test  of  a  corporation's 
strategy  is  whether  or  not  customers 
buy  what  you're  selling.  That's  why  I 
was  so  astonished  by  the  conclusions 
you  drew  about  our  strategy  ("A  flaw 
in  the  strategy?" /^r  16].  Despite  in- 
dustrywide sluggishness.  Continental 
Bank  did  more  corporate  finance  and 
risk  management  deals  in  this  year's 
first  quarter  than  we  did  in  the  first 
quarter  of  1989.  We  continue  to  have 
a  ver>  solid  and  steady  deal  flow. 

It's  hard  not  to  believe  that  your 
conclusions    were    preordained    and 


that  you  chose  the  facts  that  support- 
ed your  premise. 
— Kurt  P.  Stocker 
Chief  Corporate  Relations  Officer 
Continental  Bank 
Chicago,  III. 

Sir:  I  was  quoted  accurately  about 
Continental  Bank,  but  your  use  was 
highly  selective  and  out  of  context. 
While  our  company  had  switched  our 
borrowing    relationship,    we    main- 
tained our  operating  account  at  Con- 
tinental due  to  its  high  level  of  day-to- 
day services,  and  just  had  met  with 
the  bank  to  move  substantially  all  of 
our  cash  management  program  there. 
My    other    statements    referred    to 
banks  in  general. 
— James  F.  Ott 
Chief  FitTancial  Officer 
The  Middleb}'  Corp. 
Morton  Grove,  III. 


Hedy  fans 

Sir:  President  Bush  should  present  an 
award  to  Hedy  Lamarr  for  her  contri- 
bution to  the  war  effort  ("I  guess  they 
just  take  and  forget  about  a  person," 
May  14].  World  War  II  veterans  would 
be  delighted  to  attend  the  ceremony, 
with  polished  brass  and  shiny  shoes, 
bands  and  waving  flags. 
— Alec  W.  Fin  lay  son 
Richmond,  Va. 


Cover  girl? 


Sir:  Too  bad  you  couldn't  have  put 
Hedy  Lamarr  on  your  cover — a  pretty 
face  instead  of  Trump! 
—Joe  S.  Segura 
Long  Beach,  Calif. 


School  perestroika 

Sir:  Re  "American  perestroika?"  r.l/<:/)' 
14).  In  comparing  the  expenditures  on 
schools  made  by  different  countries 


you  overlook  the  fact  that  American 
schools  are  social  institutions.  Trans- 
portation, supplies,  subsidized  meals, 
sports  and  counseling  are  part  of  the 
school  budget  in  the  U.S.  These  needs 
are  met  in  other  countries  by  other 
government  agencies.  The  increased 
spending  in  the  U.S.  has  closely  fol- 
lowed the  increased  social  demands 
on  the  schools. 
— Paul  R.  Schroeder 
McCluer  North  High  School 
Florissant,  Mo. 

Sir:  One  problem  with  public  schools 
is  that  financially  strapped  school  dis- 
tricts have  been  turning  to  state  aid, 
which  is  based  on  average  daily  atten- 
dance, not  student  achievement. 
—Joseph  D.  Doolittle 
Freeport  Senior  High  School 
Freeport.  III. 


Time  after  time 

Sir:  In  "Time  is  money,  too"  (May  14), 
your  justification  of  charter  vis  a  vis 
commercial  airlines  is,  at  best,  a 
stretch.  The  executives'  hourly  worth 
cannot  be  based  on  the  sophomoric 
time-into-gross-revenues  calculation. 
That  method  makes  going  to  the  bath- 
room a  $200  experience,  and  a  day  off 
a  disaster! 
—J oh)  I  StatTS 
Pasadena,  Calif 

Sir:  To  divide  gross  revenues  by  annu- 
al time  on  the  job  implies  that  sales 
equal  profits,  and  that  all  the  other 
people  in  the  organization  produce 
nothing  of  value. 
— Roger  C.  Vefgi?i 
Brainerd,  Mimi. 


Recount 

Sir:  Your  recent  article  ("Southwest- 
ern belle"  A/)r  16)  ranked  Southwest- 
ern Bell  cellular  holdings  as  the  third 
largest  in  the  U.S.,  behind  McCaw 
and  Pacific  Tclesis.  In  terms  of  total 
customers  in  markets  we  control, 
BellSouth  IS  the  largest. 

We  expect  our  customer  base  to 
reach  nearly  500,000  at  the  end  of 
first-quarter  1990.  Both  of  our  cellular 
companies  arc  profitable. 
— Harle  Mauldin 
Group  President-Mobile 
BellSouth  Ijiterprises 
AlUmlci.  Ga 
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Father's  Day  past 


Greeting  card,  1934.  Used  with  permission. 


Father's  Day  present 


» 


Visit  your  local  retailer,  or  call  1-800-238-4373  to  send  a 
gift  of  Chivas  anywhere  in  the  U.S.  Void  where  prohibited. 


WHAT      ARE      YOU      SAVING 
THE        CHIVAS        FOR? 


loday,  the  most  hospitable  financial  climate 
may  not  be  close  to  home. 


Yesterday,  globalization  was  a  word. 

Today,  it's  a  reality. 

As  the  world's  markets  have  become  unified,  so  should 
a  bank's  ability  to  take  advantage  of  them  for  you. 

Today,  Bankers  Trust  can  move  effortlessly  to  wherever 
the  climate  is  most  favorable  to  each  element  of  your  transaction. 

A  swap  in  London,  a  private  placement  in  New  York, 
yen  from  Sydney,  dollars  from  Zurich  — we  can  put  the  pieces 
together  swiftly  and  efficiently. 

Long  ago,  perfecting  our  ability  to  take  advantage  of  the 
global  market  became  an  important  part  of  our  merchant 
banking  strategy.  Today,  we  run  a  single,  integrated  book  of 
worldwide  business  that  encompasses  New  York,  London,  Tokyo, 
Hong  Kong,  Sydney  and  Zurich. 

Yesterday,  many  markets.  Today,  just  one.  That  dramatic 
change  is  exactly  reflected  in  the  way  merchant  banking  goes 
about  its  clients'  business. 

QBankersTrust  Company 

Because  today  isn't  yesterday. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


BARGAIN  BONDS 


Now  is  the  time  to  buy  bonds. 

Interest  rates  are  too  high  in  the  U.S.  and  most  other 
industrial  nations  (Germany's  levels  are  even  worse  than 
our  own).  What  will  bring  rates  down? 

First,  slowing  economic  activity.  Don't  be  too  heartened 
by  the  U.S.'  first-quarter  performances.  As  the  deepening 
slump  in  housing,  industrial  production  and  corporate 
profits  shows,  the  economy  is  weak. 

Second,  inflation  worries  are  overblown.  Otherwise 
prices  of  gold  and  other  reliable,  sensitive  inflation  barom- 


eters would  be  moving  up  instead  of  down.  The  recent 
surge  in  inflation  that  has  so  spooked  observers  is  the  tail- 
end  result  of  the  overdevaluation  of  the  dollar  in  the  mid- 
and  late- 1980s.  When  you  trash  your  money,  you  pay  for  it 
with  higher  prices. 

Third,  passage  this  year  of  a  capital  gains  tax  cut.  Such  a 
reduction  will  make  taking  a  chance  on  longer-term  debt 
instruments  more  worthwhile.  Right  now,  the  over- 
whelming incentive  is  to  stay  short:  Principal  is  protected, 
and  the  yield  is  not  much  less  than  what  you  get  on  bonds. 


HOW  TO  SAVE  THE  CENSUS 


Reader  Moncure  Crowder  recently  sent  in  a  first-rate 
suggestion  of  how  to  deal  with  the  lack  of  response  to  the 
Census  surveys.  "Instead  of  spending  $150  million  in 
additional  unbudgeted  taxpayer  funds  to  track  down  non- 
responders,  how  about  a  national  Census  lottery?  The 
government  could  offer  fifty  prizes  (one  for  each  state?)  of 
$1  million  tax-free  to  be  selected  from  all  Census  retums 


received  by  the  Fourth  of  July.  This  would  do  the  job  and 
also  save  the  taxpayers  $100  million." 

He's  right.  The  possibility  of  winning  a  juicy  lottery 
prize  would  be  a  fantastic  motivator  to  fill  out  those 
surveys  and  send  them  in. 

Why  doesn't  the  Census  Bureau  bureaucracy  adopt  such 
a  sensible  approach? 


.  COSMETIC  SOLUTION 


Why  have  prices  for  cosmetic  surgery  risen  so  much  less 
than  for  other  forms  of  surgery?  Don't  laugh:  The  answers 
provide  the  foundation  for  solving  one  of  the  most  pressing 
problems  this  country  faces,  the  soar- 
ing cost  of  medical  care. 

Cosmetic  surgery  is  rarely  covered 
by  health  insurance.  Because  patients 
have  to  pay  with  their  own  money, 
they  demand  all  appropriate  informa- 
tion in  advance.  In  short,  the  consumer 
can  make  choices. 

This  is  largely  untrue  for  other  forms 
of  health  care.  Most  hospitals,  for  in- 


Why  are  cosmetic  surgery  costs  reasonable? 
Stance,  refuse  to  give  individual  patients  a  single  package 
price  prior  to  .admission.  Have  you  ever  tried  to  analyze  a 
hospital  bill?  It's  indecipherable.  One  wouldn't  tolerate 
that  kind  of  billing  from  a  hotel  or  a  restaurant. 

How  can  the  forces  that  allow  reasonable  costs  for  rapidly 
•Copies  of  the  report  can  be  obtained  from:  The  National  Center  for  PoUcy  Analysis,  12655  N.  Central  Expressway,  Suite  720,  Dallas,  Tex.  75243. 


increasing  demand  for  cosmetic  surgery  be  applied  to  the 
rest  of  the  health  care  industry?  In  a  blockbuster  report,  "An 
Agenda  for  Solving  America's  Health  Care  Crisis,"*  the 
National  Center  for  Policy  Analysis 
succinctly  analyzes  the  problems  and 
provides  persuasive  answers. 

The  basic  problem  is  that  individual 
consumers  have  not  been  able  to  bring 
normal  market  pressures  to  bear  on 
health  care,  a  la  cosmetic  surgery,  as 
they  have  on  many  goods  and  services 
they  buy,  such  as  autos,  houses,  hair- 
styling  etc.  Why?  Because  most  health 
costs  are  paid  by  insurers,  either  private  or  government. 

There  is  little  incentive  for  individuals  to  make  compar- 
isons and  to  monitor  how  those  health  dollars  are  spent. 
The  current  situation  is  similar  to  going  to  a  restaurant, 

(Continued  on  p.  22) 
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PROnTABLE  PROPHECIES 


Waller  Calahan 


Jack  RanJdn:  smart  choices  by  a  "dumb  farmer" 

"If  you're  so  smart,  here's  $10,000"  is 
how  my  father  introduced  this  contest  ten 
years  ago.  The  smartest  of  the  660  contes- 
tants was  Jack  Rankin  of  Round  Hill,  Va. 

Right  behind  him  was  J.R.  Engstrom  of 
Bedford,  Tex.  Three  others,  Keith  D.  Jewell, 
New  York,  N.Y.;  James  M.  Piwowarczyk, 
West  Bend,  Wis.;  and  Tom  S.  Johnson,  Kala- 
mazoo, Mich.,  tied  for  third  place.  The  gap 
between  the  top  contestants  was  very  nar- 
row. Only  one  point  separated  first  and 
second  place  (out  of  a  possible  370),  and 
only  four  points  separated  third  from  first. 

Our  winner  is  a  wise  man  who  isn't  tak- 
ing it  all  too  seriously.  Said  Mr.  Rankin 
when  entering  the  contest  ten  years  ago,  "I 
may  be  just  a  dumb  farmer,  but  I  sure  know 
good  odds  when  I  see  'em."  And  when 
informed  he  had  won,  he  wrote,  "The  only 
downside  is  remembering  the  promises  I 
made  last  year  when  you  reported  that  I 
was  harmlessly  tied  for  second  place.  Most 
notable  was  a  promise  to  my  son  of  a  trip  to 
Bayreuth  to  attend  a  Wagnerian  Ring  Cy- 
cle. Oh  well,  easy  come,  easy  go!" 

In  looking  at  what  people  predicted 
would  happen  in  the  1980s,  one  is  struck  by 
hov*'  most  of  us  tend  to  extrapolate  the 
present  and  immediate  past  into  the  future. 
Most  contestants  thought  we  would  have 
significantly  higher  inflation  than  we  actu- 


Category 

1970 

1979 

1989 

Winner 

Value  of  $1 

$1 

$0.54 

$0.29 

$0.33 

Dow  Jones  industrials 

800 

838 

2753 

1150 

Average  daily 
NYSE  volume 

"  11.6  mil 

32  mil 

165  mU 

55  mil 

Gold 

$35/oz 

$525/oz 

$399/oz 

$875/oz 

Silver 

$1.80/oz 

$34.45/oz 

$5.52/oz 

$62.50/oz 

Oil — price  of  Saudi  crude 

$1.80/bbl 

$24.00/bbl 

$18.40/bbl 

$59.00/bbl 

Oil — daily  U.S.  imports 

3.4  mil  bbl 

8.1  mil  bbl 

7.9  mil  bbl 

8.0  mil  bbl 

Sugar — 5-lb  bag 

$0.65 

$1.29 

$2.00 

$2.06 

Hamburger — 
(lean  chuck) 

$0.66/lb 

$1.89/lb 

$1.83* 

$2.99 

Hamburger — Big  Mac 

$0.49 

$0.95 

$1.79* 

$1.60 

New  home 

$35,000 

$74,000 

$148,800 

$137,000 

Home  mortgage 

8.25% 

13% 

9.76% 

11.5% 

Prime  rate 

8.5% 

15% 

10.5% 

11.5% 

Six-month  Treasurys 

6.5% 

12.5% 

8.03% 

11.5% 

Employed  workers 

81  mil 

100  mil 

1 19  mil 

120  mil 

Unemployed  workers 

4  mil 

6  mil 

6.5  mil 

7  mil 

Per  capita  income 

$3,893 

$8,800* 

$15,186* 

$14,080 

Disposable  income 

$692  bil 

$1.7tril 

$3.8  tril 

$2.6  tril 

GNP  (actual) 

$982  bil 

$2.4  tril* 

$5.2  tril 

$4.2  tril 

GNP  (in  1970  dollars) 

$982  bil 

$1.3  tnl* 

$1.5  tril 

$2.3  tril 

Deutsche  mark 

$0.25 

$0.58 

$0.58 

$0.56 

Pro  football  teams 

20 

28 

28 

28 

Operating  steel  mills 

148 

154 

127 

126 

Shopping  malls 

12,170 

19,201 

34,683* 

30,000 

Registered  motor 
vehicles 

105  mil 

154  mil 

189  mil* 

200  mil 

Federal  budget 

$197  bil 

$547  bil* 

$1.1  tril 

900  bil 

National  debt 

$370  bil 

$845  bil* 

$3.0  tril 

$1.2  tnl 

Consumer  debt 
(excl  mortgages) 

$101  bil 

$310  bil* 

$717  bil 

$585  bil 

Computers  (U.S.) 

65,000 

300,000 

52.4  mil 

900,000 

Coast-to-coast  call 

$0.75 

$0.21 

$0.25 

$0.49. 

First-class  stamp 

$0.06 

$0.15 

$0.25 

$0.50 

Credit  cards 

450  mil 

579  mil 

908  mil 

775  mil 

Satellites  in  orbit 

1,845 

4,555 

6,754 

7,000 

Lawyers 

355,242 

464,851 

725,574 

700,000 

Stockbrokers 

50,787 

50,466 

438,701 

50,000 

U.S.  population 

203  mil 

222  mil 

249  mil* 

247  mil 

World  population 

3.6  bil 

4.5  bil 

5.2  bil* 

5.9  bil 

'Estimate.  Fokhks  is  the  final  judni-';  no  r<)iuu:s  cmpl( 
Figures  for  1970  and  1979  are  liiken  from  the  b(K)k 
Tobias;  these  figures  wer<'  the  basis  for  the  110,000 

)yees  or  their  relatives  .iie  eligi 
Cvtiittfi  liy  on  SIOO.OCX)  a  Ytii 
contest  in  l'oKni-:s. 

•.le 

r.  by  Andrew 

FORBES,  lUNE  11,  1990 


ally  experienced.  Most  were  overly  pessimistic  about  how  surprises:  Nobody  predicted  that  we  would  have  over  52 

the  stock  market  would  perform.  About  the  only  category  million  computers  at  the  decade's  end. 

where  scores  of  contestants  were  on  the  mark  was  predict-  Looking  at  the  contest  results  reinforces  my  father's  quip 

ing  the  correct  price  of  a  first-class  stamp!  By  contrast,  the  about  the  accuracy  of  our  own  prognostications  in  Forbes: 

changes  in  the  nature  of  the  economy  are  always  full  of  "We  count  on  the  short  memory  of  our  subscribers." 


WHAT'S  ANOTHER  ZERO? 

For  the  economy's  sake,  we  hope  a  lot.  Ten  years  ago  decade — Dec.  31,  1999,  just  before  the  new  millenni- 

we  offered  $10,000  to  the  reader  whose  forecasting  um.  (Down  now,  purists!  We'll  deal  another  time  with 

came  closest  to  estimating  what  the  actual  numbers  for  your  arguments  that  this  century  doesn't  end  until 

a  number  of  yardsticks  would  be  a  decade  thence.  Now  Dec.  31,  2000.) 

it's  time  for  a  new  contest.  This  time,  we'll  make  the  You  must  have  your  entry  in  by  Dec.  31,  1990.  Some 

top  prize  $100,000.  of  the  items  will  strike  you  as  whimsical.  They  are. 

One  question  you'll  have  to  think  about  is  whether  Since  Forbes  employees  and  their  relatives  are  ineligi- 

inflation  won't  end  up  reducing  the  real  value  of  that  ble,  I  can't  enter.  That  way,  you  won't  have  documentary 

pot  to  what  $10,000  was  ten  years  ago.  evidence  as  to  how  fallible  my  prophecies  really  are. 

All  you  have  to  do  is  send  in  your  predictions  of  Hint:  When  filling  out  this  form,  take  chances.  Don't 

what  the  items  below  will  be  at  the  end  of  this  assume  current  trends  are  forever. 


Category 


1989 


1999 


Category 


1989 


1999 


Value  of  $1  $1 

Dow  Jones  industrials  2753 

Average  daily  NYSE  volume  165  mil 

No.  of  Forbes  Sales  500  cos  500 
of  1989  still  on  Forbes  list 

Gold  $399/oz 


Employed  workers  119  mil 

Unemployed  workers  6.5  mil 

Yen  per  dollar  143.45 

Deutsche  marks  per  dollar  1.70 

Rubles  per  dollar  30 
(black  market] 


Oil— price  of  Saudi  light  crude  $  1 8 .  40/bbl 

Oil— daily  U.S.  imports  7.9  mil  bbl 

Hamburger— Big  Mac  $  1. 79* 

Microwave  ovens  70  mil* 

New  home,  single  family  $148,800 


Computers  52.4  mil 

First-class  stamp  $0.25 

Credit  cards  908  mil 

Fax  machines  2.8  mil 

Homes  with  high-definition  TV  - 


Home  mortgage  rate — new  home  9.76% 

Prime  rate  10.5% 

30-year  Treasurys  8.45% 

GNP  (actual)  $5.2  tril 

GNP  (in  1989  dollars)  $5.2  tril 


Cellular  telephones  3.5  mil 

Wristwatch  telephones  - 

Registered  motor  vehicles  1 89  mil* 

Lawyers  725,574 

Stockbrokers  438,701 


National  debt  $3.0  tril 

Federal  budget  surplus  (or  deficit)  ($152  bil) 

U.S.  trade  surplus  (or  deficit)  ($109  bil) 

Consumer  debt  (excl  mortgages)  $717  bil 

Per  capita  income  $15,186* 

Top  fed  personal  income  tax  rate  28% 


Pro  baseball  teams  26 

U.S.  population  249  mil* 

World  population  5.2  bil* 

Party  in  the  White  House  Republican 

Party  in  the  Kremlin  Communist 

Number  of  countries  to  emerge  - 
from  present  U.S.S.R. 


•Escimate.     Figures  for  the  U.S.  except  v,here  noted.     Forbes  to  be  the  final  judge,  no  Forbes  employees  or  their  relatives  are  eligible. 


Name 


Phone 


Address 


FORBES,  rUNE  11,  1990 


21 


'Continued  from  p.  19) 

ordering  a  meal  with  no  knowledge  of  what  the  items  cost 
and  then  sending  the  bill  to  an  insurance  company.  The 
illusion  is  that  the  meal  is  free.  As  we  see  with  medicine, 
the  real  costs  to  us  all  are  enormous. 

The  tax  code  is  the  major  villain.  Employers  receive  tax 
deductions  for  providing  employees'  health  insurance  poli- 
cies, but  individuals  do  not.  Employees  have  little  ability 
to  customize  a  health  plan  that  meets  their  own  particular 
needs;  it's  take  it  or  leave  it.  They  also  don't  have  the 
motivation  to  police  their  health  costs  as  they  would  if 
they  were  buying  these  plans  directly.  In  addition,  since 
these  plans,  after  a  deductible,  cover  all  expenses  big  and 
small,  the  system  becomes  wasteful  and  inefficient.  The 


cost  of  processing  a  $50  claim  is  almost  $50. 

What  should  be  done?  Basically,  individuals,  not  corpo- 
rations, should  receive  tax  deductions  for  health  insurance 
premiums  (with  the  tax  credit  being  refundable  for  low- 
income  people).  The  report  outlines  how  there  could  be  tax 
incentives  for  people  to  set  up  medical  plans  to  cover  small 
medical  expenses,  to  cover  catastrophic  illnesses  and  to 
put  money  aside  for  post-retirement  health  care  costs. 

As  NCPA  President  John  Goodman  puts  it,  "We  want  to 
restore  the  patient  as  the  principal  buyer  of  health  care  and 
unleash  an  army  of  millions  of  informed  sharp  shoppers  into 
the  medical  marketplace.  This  report  is  the  first  in  modem 
times  to  recommend  solving  the  nation's  health  care  prob- 
lems through  individual  choices  and  competitive  markets. " 


PHEW!  VINDICATED  AT  LAST! 


Apropos  of  our  contest  (see  previous  page)  and  of  my 
interest-rate  lead  editorial,  this  writer  received  over  seven 
years  ago  a  vivid  lesson  on  the  perils  of  prognostication. 

I  recommended  in  a  January  1983 
column  ("Betting  on  the  Bolsa")  that 
investors  take  a  flier  on  the  Mexican 
stock  exchange  in  general,  and  the 
Mexican  Telephone  Co.  in  particular. 
At  the  time  the  Mexico  Fund  (traded 
on  the  New  York  Stock  Exchange) 
was  selling  for  around  $3  a  share 
while  American  Depositary  Receipts 
(ADRs)  of  Telefonos  de  Mexico  were  The  Boisa:  huhhim^  a^ain 


around  30  cents  (adjusted  for  splits).  In  the  next  few 
months  Telefonos  nearly  doubled.  The  Mexico  Fund 
went  up  smartly.  The  fund  then  backtracked  to  $2  to  $3 
a  share,  staying  within  that  range  for  several  years.  The 
telephone  company  price  went  down.  And  down.  And 


down.  Ultimately,  it  touched  bottom  at  about  5  cents  a 
share.  Did  I  ever  get  it  from  angry  readers!  My  limp 
response:  Be  patient.  This  is  a  long-term  situation.  How 
long,  I  really  didn't  know. 

A  very  belated  vindication  seems  to 
be  at  hand  (thank  goodness,  since  out 
of  embarrassment  I've  held  on  to  my 
shares).  The  Mexico  Fund  trades  at 
over  $13.  More  impressive,  Telefonos 
has  gone  up  thirtyfold  from  its  mid- 
1980s  low  to  over  $1.60  per  ADR. 

I'll  put  my  neck  out  again:  Mexico  is 
making  impressive  progress  under 
President  Salinas  toward  a  more  market-oriented  econo- 
my. Assuming  this  trend  continues  (note  the  hedge 
clause),  the  Mexican  stock  market  is  cheap;  the  Mexico 
Fund  is  a  buy.  What  if  the  Bolsa  plunges  instead?  I  don't 
want  to  hear  about  it  until  the  next  millennium. 


ANYONE  INTERESTED  IN  THE  MEDIA 


must  buy  Repap's  1990 Media  Guide,  edited  (and  founded)  by 
economic  consultant  Jude  Wanniski,  who  won  fame  years 
ago  for  his  imaginative,  tireless  proselytizing  for  supply- 
side  economics.  This  is  the  fifth  aimual  edition  of  Wannis- 
ki's  audacious  undertaking. 

He  and  his  team  give  trenchant 
reviews  of  most  major  magazines 
and  newspapers  in  this  country 
and  Canada.  This  year's  edition  for 
the  first  time  includes  an  evalua- 
tion of  television  news.  Even  more 
interesting  are  the  restaurant-like 
critiques  (up  to  four  stars)  of  hun- 
dreds of  American  journalists,  including  yours  truly.  (I  can 
review  this  book  with  some  equanimity.  The  Guide  had 
kind  things  to  say  about  Forbes  and  me.  Last  year,  though, 
'.vhiie  the  magazine  did  well,  I  got  a  tepid  two-star  rating 


instead  of  this  year's  enthusiastic  three.) 

The  Guide  does  to  the  fourth  estate  in  evaluating  its 
periodicals,  personalities  and  coverage  of  major  stories 
what  the  fourth  estate  routinely  does  to  the  rest  of 
society.  As  Wanniski  puts  it  in 
his  introduction,  "Before  the  first 
Guide  was  published,  there  was  no 
systematic  attempt  to  critique  the 
media  except  from  ideological 
vantage  points."  Liberals  and  con- 
servatives alike  get  praised  and 
pilloried. 
But,  as  might  be  expected,  this 


11990 
MEDU 
GUIDE 


^ 


A  Critical  Review 
of  th«  Media 


JlKl«  W«nnl»m 


fascinating  book  has  suffered  an  almost  total  media  black- 
out since  inception.  You'll  rarely  find  it  reviewed  or  dis- 
cussed in  print  or  on  the  airwaves:  Journalists  are  not  fond 
of  anyone's  judging  them  as  they  routinely  judge  others. 
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VVe'll  help  you  make 

the  right  moves  now, 

for  an  edge  on  retirement. 


w  "111 


yd'^T^dop- 


The  Principal  Edge.^ 

Whatever  retirement  means 
to  you-living  like  a  king,  or 
just  having  more  time  to  play— 
T*  The  Principal  Financial  Group® 

helps  you  get  the  jump  on  it,  now. 
We  offer  one  of  the  most  diverse  and 
comprehensive  portfolios  of  retirement 
products  in  the  industry.  Products  that  are 
tailored  to  give  individuals  and  businesses 
an  edge. 

The  Principal"  writes  more  pensions  than  anyone 
else.  Our  Pension  Provider,  for  example,  supplements 
company  plans  with  investment  opportunities  in  port- 
folios of  stocks,  money  market  investments,  bonds  and 
mortgages,  even  real  estate.  And  our  annuities  guarantee  you 
a  lifetime  pension  if  your  company's  benefit  plan  doesn't. 
From  mutual  funds*  and  401  K's  to  IRA's  and  insurance  of  all 

kinds,  The  Principal  has  been  helping 
individuals  and  businesses  make  the 
most  of  retirement  for  100  years.  Our 
personalized  approach  has  helped  us 
..  ^  ^jl        become  one  of  America's  largest 

^S        fjn^"*''  financial  services  organizations. 

WP'        (JrOl'P  Look  for  The  Principal  Edge. 

■'■''■  The  Principal  Financial  Group, 

711  High  Street,  Des  Moines,  lA  50392-0150. 


Mutual  funds  distributed  througti  Princor  Financial  Services  Corporation,  a  registered  broker-dealer  subsidiary  of  Principal  Mutual  Life  Insurance  Company, 
711  High  Street,  Des  Moines,  Iowa  Prospectus  available  upon  request.  ©  1990  Principal  r\/lutual  Life  Ins  Co 


If  you  think  only  one  office  typewriter  company  has 

all  the  marbles. 


1 


n 

: 


Jr*ai' r\   Come  see  the  Canon 
iukiiorii  \  Greater  Hartford  Open, 


June  28 -July  1,  or  wnlcl  |, 
il  on  CBS  Television       " 


link  again. 


Think  Canon.  In  just  a  few  short  years,  Canon  has  become  a  leader  in  the  field  of  office 
)ewriters.  How  do  we  measure  our  success? 

Well,  in  a  recent  survey  by  The  Office  Products  Analyst®,  fully  100%  of  those  using  Canon 
lewriters  said  they  would  recommend  Canon  to  others.  No  other  office  typewriter  company  can 
ake  that  claim.  That's  why  Canon  belongs  in  your  circle  of  consideration. 

Canon  Custom  Series  typewriters  are  sturdy  and  reliable,  with  superb  electronic 
Jtures  that  make  corrections  and  text  editing  a  snap.  Plus,  they're  exceptionally 
liet.  And  Canon  provides  a  comprehensive  service  and  support  system, 
th  a  network  ofover  700  fullv  trained  dealers. 

So  before  you  make  up  your  mind  about  which  office 
pewriters  to  buy,  think  again.  Think  Canon. 

After  all,  you  want  to  be  sure  you're  taking  your  best  shot 
)r  more  information,  call  1-800-453-1900.  Or  check  the  yellow 
iges  for  the  Canon  dealer  nearest  you.  S 


Canon. 

THINK  AGAIN.  THINK  CANON. 


Other  Comments 


Help!  Help! 

The  thicket  of  IRS  regulations  has 
grown  so  dense  that  Rep.  WiUiam  Ar- 
cher, a  Texas  Republican  who  person- 
ally helped  write  much  of  the  nation's 
tax  law,  found  last  year  that,  for  the 
first  time  in  his  life,  he  couldn't  figure 
his  own  income  tax. 

Lawrence  Gibbs,  the  IRS  commis- 
sioner in  the  mid-1980s,  cites  worries 
that  complexity  is  pushing  the  system 
toward  breakdown.  Many  tax  authori- 
ties, he  says,  are  concerned  that  "the 
tax  law,  in  a  large  part,  may  no  longer 
be  administrable  by  the  Internal  Reve- 
nue Service,"  he  says,  "and  no  longer 
comprehensible  by  most  taxpayers 
and  many  of  their  advisers." 

— Hilary  Stout,  Wall  Street  Journal 

Up  the  Ladder 

I  have  spent  my  life  as  an  engi- 
neer. ...  I  have  developed  a  belief  that 
the  mission  of  the  manufacturing  in- 
dustry is  one  of  making  things.  Unfor- 
tunately, it  is  a  mission  that  is  in- 
creasingly overlooked,  as  the  public 
focuses  on  services  and  information, 
[which]  I  believe  cannot  replace  man- 
ufacturing. If  Japan  or  any  nation 
moves  in  the  direction  of  discarding 
its  manufacturing  industry,  it  will  be- 
come an  emaciated  economy.  If  all  of 
the  bright  MBAs  forsake  manufactur- 
ing for  Wall  Street  or  Kabutocho,  both 
of  our  economies  will  suffer. 

The  creative  process  is  not  an  easy 
one.  Artists,  engineers  and  managers 
all  struggle,  all  make  mistakes.  In  my 
experience,  failures  provide  the  les-, 


sons  to  ensure  progress,  and  success 
breeds  self-confidence.  Failures  are 
important  because  they  shorten  the 
learning  curve  for  others  to  follow.  In 
talking  to  our  young  engineers,  I  en- 
courage them  to  make  meticulous  rec- 
ords of  their  mistakes.  Their  success- 
es are  automatically  recorded  in  the 
marketplace,  but  their  greatest  gift  to 
posterity  is  a  record  of  the  mistakes 
they  made.  I  know  there  are  no  Nobel 
prizes  for  mistakes,  but  I  can  assure 
you  that  failures  won't  prevent  a 
young  man  from  becoming  chairman 
of  Mitsubishi  Electric. 

— Nihachiro  Katayama,  chairman, 

Mitsubishi  Electric,  in  a  speech  to 

the  Council  on  Foreign  Relations 

This  Is  America? 

Our  neighbors  [in  our  quiet  subdivi- 
sion of  Miami,  Fla.j  returned  home 
one  night,  opened  the  garage  door 
with  the  remote  control  and,  when 
they  emerged  from  their  car,  were 
confronted  by  four  men  in  ski  masks 
carrying  handguns.  Cautious  home- 
owners close  the  garage  door  before 
getting  out  of  their  cars,  sometimes 
carrying  weapons  of  their  own. 

We  live  in  fear  that  burglars  lurk 
behind  the  hibiscus  hedge,  that  rob- 
bers crouch  under  the  screen  of  pink 
oleander.  The  police  suggest  that 
houses  be  surrounded  with  crown  of 
thorns  or  Spanish  bayonet,  antiper- 
sonnel plants.  But  freshly  sodded 
lav^ms  and  leafy  liriopes  often  disap- 
pear in  the  dead  of  night,  only  to  ma- 
terialize at  flea  markets. 


"And,  of  course,  when  the  King  said  'A  horse,  a  horse!  my 
kingdom  for  a  horse!'  you  assumed  he  was  serious?" 


Miami  crime  is  too  strange  to  be 
fiction.  The  police  really  did  arrest 
two  Nicaraguans  with  TOW  missiles 
and  an  antitank  rocket  in  their  pickup 
truck,  the  Miami  version  of  a  traffic 
violation.  And  a  drug  enforcement 
agent  really  was  knocked  vmcon- 
scious  when  hit  in  the  head  with  a 
200-pound  bale  of  $20  bills  tossed  out 
a  window  during  a  raid.  How  much 
money  is  200  pounds  of  twenties?  Ex- 
actly $1,818,180,  say  the  Feds,  who 
often  weigh  the  wads  of  confiscated 
cash  because  their  counting  machines 
jam  and  bum  out. 

— Paul  Levine,  New  York  Times 

Not  Far 

"Money  alone  doesn't  win  in 
sports,"  says  Martin  Gruss  [senior 
partner  of  Wall  Street  investment 
banking  firm  Gruss  &  Co.,  and  a  polo 
patron].  "Look  at  George  Steinbren- 
ner — he  went  out  and  tried  to  buy  the 
best  players  in  baseball  and  where's  it 
gotten  him?" 

— Jack  Smith,  M  magazine 


If  I  had  token  a  doctoral 
degree,  it  would  have  stifled 
any  writit^f  capacity. 

— Barbara  Tnchman.  author  and 
historian,  in  the  Mew  fork  Times 


Survival  Miracle 

Occasionally,  photographer  Joe  Ro- 
senthal wishes  he  had  never  taken  the 
photo  that  won  him  a  Pulitzer  Prize. 
Life  has  never  been  quite  the  same 
since  that  February  day  in  1945  when 
he  caught  the  tail  end  of  a  simple  flag- 
raismg  on  Iwo  Jima.  "No  man  who 
survived  that  beach  can  tell  you  how 
he  did  it.  It  was  like  walking  through 
rain  and  not  getting  wet." 

— Maureen  McFadden,  Memories 


Travelers'  Tales 

On  a  sign  in  a  Copenhagen  airline 
ticket  office:  We  take  your  bags  and 
send  them  in  all  directions. 

On  the  door  of  a  Moscow  hotel 
room:  If  this  is  your  first  visit  to  the 
U.S.S.R.,  you  are  welcome  to  it. 

In  a  Swiss  Mountain  inn:  Special 
today — no  ice  cream. 

In  a  Zurich  hotel:  Because  of  the 
impropriety  of  entertaining  guests  of 
the  opposite  sex  in  the  bedroom,  it  is 
suggested  that  the  lobby  be  used  for 
this  purpose. 

— Derek  Davics, 
Far  Eastern  Economic  Review 
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New  Yo 

EXIT   I    "  ' 


While  there  are  any  number  of  ways  to  get  where 
you're  going,  we  think  getting  there  should  be  an 
exhilarating  experience.  That  is  precisely  why  we  cre- 
ated the  XJ-S  Convertible. 

The  S-type  Convertible  offers  the  kind  of  exhilara- 
tion that  made  Jaguar  famous.  A  velvety  smooth,  pow- 
erful V-12  engine  provides  authoritative  acceleration. 
Modified  for  racing,  this  engine  powered  Jaguar  to  a 


A 


BLENDING 


one-two  victory  at  the  grueling  24  Hours  of  Daytcl 
this  year. 

Jaguars  renowned  independent  suspension  syst»i 
and  four-wheel  ABS  anti-lock  disc  brakes  make  drivii 
the  S-type  through  the  twists  and  turns  of  challcngi' 
roads  a  joyous  experience.  i 

At  the  press  of  a  button,  the  S-typcs  top  folds  dor 
in  less  than  12  seconds  to  reveal  a  sunny  day  on 


O     F 
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A     N 


tP^^i 


onlit  evening.  Close  the  thickly  padded,  hand- 
ored  top  and  the  cabin  becomes  a  quiet,  luxurious 
ce  for  you  and  your  passenger.  The  doors,  dash  and 
isole  are  adorned  with  highly  polished,  burl  walnut, 
ensive  use  of  leather  throughout  the  interior  assures 
nfort,  while  a  host  of  amenities,  such  as  an  80- watt 
eo  sound  system,  cruise  control  and  computerized 
nate  control,  add  enjoyment  and  convenience.  You'll 


A    C     H     I     N     E 


also  appreciate  classic  touches,  such  as  deep-pile  car- 
peting, embossed  doorsills  and  thickly  chromed 
brightwork  that  proudly  reflects  the  beauty  of  the  sur- 
rounding wood. 

Test  drive  the  1990  Jaguar  XJ-S  Convertible.  For 
your  nearest  dealer  call  1-800-4- JAGUAR.  One  ride  in 
an  XJ-S  Convertible  and  you'll  learn  how  the  drive  itself 
can  be  a  rich  reward. 

JAGUAR 
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HEI^IELINDA  UPHOLDS  AN 
IRONCLAD  PRINCIPLE:  EVERYTHING 
IN  HER  HOTIHL  SHOULD  BE  IN 
PEREECT  CONDITION.  INCLUDING  YOl 
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Sne  firmly  oelieves  that,  while  granting  your  every  wish  may  he  the  philosophy  of  the  hotel, 
there  are  still  some  things  you  must  do  for  yourself.  With  that  in  mind,  she  takes  you  through  3f^ 

If  1  11  1       1  1  FburSeasons 

your  workout,  from  warm-up  stretches  to  a  well-deserved  massage.  For  at  the  Four  Seasons         OIVTIlDicHotBl 
we  feel  taking  care  of  you  means  doing  everything  we  can.  Even  if  that  means  putting  you  to  work. 


411  UNivERsn-Y  Street,  Seattle,  WA  98101  Phone  (206)  621-1700 


Commentary 

on  Events  at  Home  and  Abroad 

By  CasparW  Weinberger,  Publisher 


SINGAPORE— THE  ECONOMIC  MIRACLE  CONTINUES 


Singapore  celebrates  25  years  of  independence  this  year 
under  the  same  remarkable  leader,  Lee  Kuan  Yew,  and 
everything  one  sees  and  hears  in  a  short  visit  leads  to  the 
conclusion  that  this  city-state  has  not  only  a  remarkable 
present  but  an  extraordinarily  bright  future. 

Two  things  immediately  catch  the  eye  of  visitors  to 
Singapore:  It  is  a  clean,  modern  city  with  much  greenery; 
and  it  is  in  the  midst  of  a  massive  building  boom,  with 
huge  hotels,  office  buildings,  convention  centers  and  art 
museums  under  construction.  Also  actively  pursued  is  the 
cleaning  of  polluted  rivers  and  harbor  areas. 

Restoration  projects  are  high  on  the  list, 
including  $53  million  to  restore  the  famed 
old  Raffles  Hotel  to  its  past  glories,  because 
Singapore  wants  even  more  tourists  than  it 
now  attracts.  Its  large  Changi  airport  will 
soon  increase  its  capacity  to  20  million  pas- 
sengers a  year  with  the  new  Terminal  2.  A 
$21  million  passenger  ship  terminal  will  be 
completed  next  year. 


Prime  Minister  Lee 

A  strong  friend 

When  Forbes  Vice  Chairman  Christopher  Forbes  and 
America's  very  able  Ambassador  and  former  Governor  of 
Indiana  Robert  Orr  and  I  met  with  Prime  Minister  Lee 
Kuan  Yew  late  last  month,  he  told  us  that  his  highest 
priority  is  to  ensure  the  continuation  of  American  and 
European  investing  and  involvement  in  Singapore.  He  is 
aware  of  the  benefits  that  a  Japanese  presence  brings  but 
fears  the  Japanese  "will  own  everything"  if  there  is  not 
effective  competition  from  Europe  and  the  U.S.  Lee  is 
working  with  Indonesia  and  other  countries  in  the  region 
to  further  LT.S.  and  European  investing  in  the  area. 

The  Prime  Minister  is  also  convinced  that  it  is  "abso- 
lutely essential"  for  the  American  military  presence  in  the 
Pacific  to  remain.  That  is  why  he  has  offered  some  superb 
potential  sites  for  our  Navy  and  Air  Force  if  the  Philip- 
pines is  foolish  enough  to  force  us  to  leave. 

In  Lee's  view,  it  was  U.S.  willingness  to  fight  in  Viet- 
nam, and  our  military  presence  since  1950  in  Korea,  Japan 
and  the  Philippines,  that  prevented  the  entire  region  from 
going  over  to  the  communists  after  World  War  II.  "They 
were  on  the  move,"  said  Prime  Minister  Lee,  "and  only  the 


U.S.  had  the  strength  and  the  willingness  to  stop  them." 
He  feels  Singapore  will  continue  its  remarkable  growth 
for  at  least  15  years  and  then  stabilize.  He  is  planning  now 
for  the  changes  that  will  bring.  Lee  says  he  will  voluntarily 
retire  as  Prime  Minister  by  the  end  of  the  year  but  will 
continue  to  advise  his  chosen  successor.  Gob  Chuk  Tong, 
for  an  indefinite  time.  That  will  not  only  ensure  a  smooth 
transition  but  provide  reassurance  to  potential  investors. 

On  other  matters,  Lee  told  us  that  Singapore  has  and  will 
maintain  substantial  military  strength  ("It  is  the  only  way 
to  stay  at  peace").  He  assumes  our  Congress 
will  force  deep  cuts  in  our  military  budget, 
but  he  hopes  it  will  leave  President  Bush  with 
the  capability  of  "reinforcing  quickly." 

He  also  said  that  he  thinks  the  principal 
need  of  both  Singapore  and  the  U.S.,  indeed 
of  all  democracies,  is  to  attract  the  most 
qualified  people  to  serve  in  government. 

Singapore  has  had  no  trouble  in  attracting 
foreign  capital,  with  its  average  annual  GNP 
growth  for  1979-86  of  6.5%,  an  8.8%  increase  in  1987, 11% 
in  1988,  9.2%  in  1989  and  another  predicted  for  1990. 
There  is  no  question  but  that  anyone  analyzing  the  coun- 
try would  conclude  it  is  a  very  sound  place  to  invest 
foreign  capital.  All  of  this  has  been  achieved  in  a  country 
without  any  significant  material  resources. 

How  did  this  happen?  Mostly  because  of  wise  and  stable 
governmental  and  economic  policies  pursued  without  in- 
terruption for  more  than  25  years  under  the  same  leader, 
who  very  early  on  recognized  that  socialist  economics  do 
not  work,  and  that  a  free  market  econom/  will  work  if 
encouraged  by  a  government  that  knows  it  can  attract 
capital  only  if  capital  knows  it  will  be  rewarded. 

Few  can  argue  with  results  such  as  Lee  Kuan  Yew  has 
achieved.  It  is  true  that  he  is  sensitive  to  criticism,  and  he  is 
not  above  curtailing  some  freedoms  we  consider  essential. 
It  is  fair  to  point  out,  however,  that  he  leads  a  very  different 
country  from  ours.  He  has  brought  a  vastly  improved 
quality  of  life  to  most  of  his  people — far  higher  than  they 
had  known  before,  and  he  has  been  a  strong  and  reliable 
friend  of  the  U.S.  in  an  area  where  we  need  many  friends. 
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LETS  GET  TO  WORK. 


You  know  more  about  your 
business  than  we  do. 

You  know  your  needs  better 
than  we  do. 

You  care  a  lot  more  about  the 
work  on  your  desk  than  about 
the  technology  on  your  dei>k. 

And,  your  needs  should  r'rive 
that  technology,  not  vice  ver;;.a. 

Make  sense? 


Good,  because  that's  the 
revolution  that's  going  on  at  the 
new  Wang. 

We're  radically  rebuilding  our 
entire  company,  top  to  bottom. 

We're  fundamentally  revolu- 
tionizing the  way  every  one  of  our 
20,000  people  works  with  you. 

Our  job  is  to  listen.  To  watch. 
To  ask  questions.  To  learn. 


And  then,  and  only  then,  to 
respond  to  your  needs  with  the 
best  solution  possible,  as  soon 
as  possible. 

The  new  Wang.  The  first 
technology  company  ever  orga- 
nized entirely  around  your 
needs.  Not  our  technology. 

.    Got  a  job  to  do?  Then  let's 
roll  up  our  sleeves. 


LET'S  GET  TO  WORK. 


WANG 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Nationally,  house 

sales  are  doing 

better  than  is 

commonly  thought 


Mortgage  rates 
are  easing 


The  high-priced, 

high-taxed 

Northeast  is 

in  trouble 


WHAT  HOUSING  SLUMP? 

The  U.S.  housing  market  is  in  nothing  like  as  bad  shape  as  it  has 
been  painted  recently. 

New  home  sales  in  March  were  3%  up  on  the  same  month  in  1989. 
And  sales  of  existing  homes  (a  much  broader  indicator,  where  four 
times  as  many  are  sold  as  new  homes)  averaged  3.44  million  a  month 
in  the  first  quarter  of  this  year,  the  same  as  in  the  first  quarter  of  1989. 

What  of  that  sharp  downturn  in  new  housing  starts  in  April,  to  1 .245 
million,  the  lowest  since  October  1982?  This  was  no  harbinger  of 
gloom.  Mostly  it  arose  from  the  warm  January  and  February  when, 
earlier  than  usual,  builders  made  all  the  starts  they  expect  to  be  able  to 
sell  this  spring,  the  normal  house-buying  season. 

The  housing  market  in  the  West  and  Southwest  is  doing  well,  particu- 
larly among  smaller  metropolitan  areas.  The  Seattle-Tacoma  area  led 
with  a  37%  increase  in  the  first-quarter  median  sales  price  over  1989 
levels  (a  Boeing-led  boom).  Even  Houston  had  an  over  10%  rebound. 
Overall,  some  29  states  showed  higher  sales  of  existing  single-family 
homes  in  the  first  quarter  over  the  same  period  in  1989,  according  to 
the  National  Association  of  Realtors. 

What  national  weakness  there  is  is  in  multiple  family  units.  Vacancies 
are  still  running  at  around  10% .  Significant  new  building  is  unlikely  to 
start  until  vacancies  are  closer  to  their  historic  7%  average,  says  Mark 
Obrinsky  of  Fannie  Mae. 

Demand  for  new  houses  will  fall,  at  some  point,  as  the  number  of 
new  households  being  formed  falls,  says  Robert  van  Order,  chief 
economist  at  Federal  Home  Loan  Mortgage  Corp.  But  that  demograph- 
ic shift  is  several  years  off. 

Some  good  news  has  been  emanating  from  the  bond  market,  whose 
rates  ultimately  feed  through  to  mortgage  rates.  The  surge  in  conven- 
tional fixed-rate  mortgages  in  the  first  week  in  May  to  around  10.7%, 
up  from  last  December's  9.75%  trough,  has  already  started  to  subside. 
Bond  traders  now  expect  the  good  news  to  continue. 

Nationwide,  inflation  in  the  sales  prices  of  existing  homes  is 
expected  to  be  around  a  national  average  of  4%  this  year,  according  to 
economic  forecaster  dri.  That's  down  from  5%  last  year  and  from  over 
10%  in  1986-87.  Butithardlyqualifiesasaslumpof  national  proportions. 

It  is  in  the  high-priced  areas,  especially  those  with  high  and  rising  taxes 
in  the  Northeast,  that  single-family  housing  is  in  some  trouble.  In  the 
metropolitan  area  of  New  York,  northern  New  Jersey  and  Long  Island, 
the  $173,000  median  price  of  a  single-family  existing  home  dropped 
5%  in  the  first  quarter  over  the  same  period  of  1989.  In  New  Haven, 
Conn.,  the  $148,300  median  dropped  by  11%,  and  in  Hartford  the 
$157,100  median  fell  by  5%. 

Could  it  be  that  the  media  stories  about  the  housing  slump  are  colored 
by  East  Coast  journalists'  experience? 
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The  Forbes  Index 
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The  Forbes  Index  (1967=100) 

Current                 197.8  * 
Previous               198.0 1 
Percent  change      -O  1% 

/ 
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tRevised 

76  77  78  79  '80  '81  '82  83  '84  '85  '86  '87  '88  '89  '90 


The  government  revised  or  restated  several  Forbes  Index 
components.  The  February  and  March  figures  for  new 
housing  starts  w^ere  revised  upward.  The  Forbes  Index  now 
shows  a  minor  drop  in  the  first  three  months  of  1990  and  it 
is  likely  to  show  a  decline  for  April  as  well;  the  prelimi- 
nary number  is  down  0.1%.  Industrial  production  fell 
0.4%  in  April.^Inflation  appears  to  have  leveled  off  after 
running  dt  an  8.5%  annual  rate  in  the  first  quarter.  Con- 
sumer prices  are  now  4.7%  higher  than  they  were  a  year 
ago  (see  chart  of  iyiflation  and  oond  yields,  p.  226). 


other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-3.6% 

Index  of  leading  indicators  March  vs.  February 

Dept  of  Commerce 

0.9% 

Trade  balance  last  12  months  ending  March  1990 

Dept  of  Commerce 

-$95  bil 

Producer  price  index  April  vs.  1989^ 

Oept  of  Labor 

3.5% 

GNP  1st  quarter  vs.  4th — annualized  growth 

Oept  of  Commerce 

2.1% 

NBER  Experimental  Recession  Index^ 

Natl  Bureau  of  Economic 

Research 

5.0% 

'us  -  based  manufacturers,  excludes  imports,  as  of  5/10/90 

^Finished  goods.  'Marcti  1990. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements-.  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  (1987  =  100) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept.  of  Labor) 


Services 


Total  index 


Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 

unadjusted  (Dept.  of  Commerce) 


152 


147 


142 


137 


Retail  sales  (Sbillions) 

seasonally  adjusted  (Oept.  of  Commerce) 


Inventories    ■  New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Oept.  of  Commerce) 


2775 


2650 


2525 


2400 


Personal  income  (Sbillions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 


1  1  1  1 

1     1     1     1     1     1     1     1     1     1 

1     1     1     1     1     1     1     1     1     1     1     1     1     1 

MM 

M    1    M    1    1    M    1 

M  A    M   J 

J     A    S    0    N    D    J     F    M  A 

MAMJ     J     ASONOJ     FMA 

MAMJ 

J    A    S    0    N    0    )     FMA 

1989 

1990 

1989                                         1990 

1989 
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To  I>termine  The  Best 

M- Around  4x4  Vehicle, 

'4-Wheel  &  (^-Rxid  Magazine 

Conducted  A  Fierce, 

Competitive  Contest. 


No  Contest. 
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It  was  called  "The  War  of  the  Winners."  4MVheel  &  Off-Road  magazine  tested  this  year's  4x4  of  the  Year,  which 
beat  out  all  the  latest  imports  and  domestics,  against  past  4x4  of  the  Year  winners. 

They  conducted  rigorous  off-road  tests  on  steep  mountain  trails.  Horsepower,  engine  strength,  suspension, 
ride  control,  body  styling,  fit  and  finish,  as  well  as  interior  ergonomics  were  all  compared  and  evaluated. 

And  when  all  the  data  was  tabulated,  one  vehicle  emerged  as  "The  Best  of  the  Best."  Jeep  Cherokee;  With 
its  4.0  litre  177  horsepower  engine,  the  most  powerful  in  its  class,  Tl^PTV^t  C)r\]\  7  Omp  Tppn' 

and  exclusive  shift-on-the-fly  full-time  four-wheel  drive  capabihty  1  nclcb  Wliiy  WilC  Jccp... 

There  are  a  lot  of  4x4  s  on  the  road  today  But  when  you  com-         a  j  .  rV»r  a tcIpv  i^ 

pare  them  with  the  best,  it's  still  no  contest.  There's  only  one  Jeep.         rvdval  ilclgC-  \^L  il  y  oiCI  E=a 


©Pri'ifcts  engine  .ind  ivwrrtrain  for  7  war-;  or  70.000  miles  and  acainst  i^uterliody  ru-.t-tlirouc!i 
for  7  \\\\{-  or  UX).0(Xi  mile<.  See  limited  warranty  at  dealer.  ned.ui.tibles  and  re-.tnitions  api'K. 


CL'istered  trademark  ot  Chrvsler  Corporation.     Buckle  up  .'or  safet\. 
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That's  the  role  were 
prepared  to  play  in  the 
1990s.  The  role  Congress 
assigned  us  over  50  years 
ago.  To  help  finance 
decent  housing  for  millions 
of  American  families. 

Playing  that  role  over 
the  next  10  years  will  require 
a  lot  more  than  a  strong 
commitment;  it  will  require 
a  strong  company  So 
weVe  spent  the  last  decade 
getting  ready  for  the  next. 

WeVe  spent  the 
1980s  developing  a  balance 
sheet  that  is  strong  enough 
to  weather  the  stress  of 
uncertain  markets. 

We  revamped  our 
portfolio  and  deepened  our 
management.  And  at  times 
we  have  bypassed  short- 
term  profits  when  it  helped 
improve  our  long-term 
financial  strength.  All  with 
only  one  thoughtin  mind-to 
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be  there  in  the  1990s  when 
millions  of  new  families 
enter  the  housing  market. 

fennieMaeisanidea 
that  works  as  well  today 
as  it  did  the  day  we  were 
chartered.  Perhaps  it  works 
even  better.  It's  the  idea  of 
a  public/private  business 
that  is  dedicated  to  making 
mortgage  money  available 
throughout  the  country  at 
the  lowest  possible  cost. 

An  idea  that  worked 
for  over  7  million  families  in 
the  1980s.  A  valid  idea 
for  the  1990s,  and  for  as 
long  as  housing  remains  a 
national  priority 

Over  the  nextlO  years, 
millions  of  families  will  be 
looking  for  homes. 

A  financially  strong 
Fannie  Mae  is  already  at  work 
to  make  sure  they  find  them. 

FannieMae 

The  USA's  Housing  Partner 


IT 


Forbes 


When  Donald  Trump  andMerv  Griffin  sorted  out  their  fight  over 
those  Atlantic  City  gambling  casinos,  an  unseen  presence  was 
sitting  at  the  bargaining  table:  the  Mob. 

How  Merv  Griffin  got  taken 

to  the  cleaners 


By  Richard  L.  Stem 
and  John  Connolly 


IN  EARLY  March  1988  Hollywood 
TV  impresario  and  centimillion- 
aire  Merv  Griffin  made  v^^hat  was 
probably  the  worst  decision  of  his 
generally  fat,  happy  and  charmed  life. 
It  began  when  Michael  Nigris,  who 
ran  Griffin's  outside  investments 
from  New  York,  suggested  that  Grif- 
fin launch  an  unfriendly  takeover 
against  Donald  Trump  for  control  of 
Resorts  International. 

Resorts  then  owned  hotel-casinos 
in  Atlantic  City  and  Paradise  Island, 
the  Bahamas.  Nigris  didn't  have  to 
sell  hard.  Griffin,  a  former  talk-show 
host  and  onetime  nightclub  singer, 
had  previously  tried  and  failed  to 
break  into  Atlantic  City's  casino  busi- 
ness. Griffin  quickly  agreed  to  outbid 
Trump,  who  was  on  the  verge  of  tak- 
ing Resorts  private. 

Griffin  didn't  realize  it  at  the  time, 
but  he  was  doing  Donald  Trump  a 
tremendous  favor.  In  over  his  head. 
Trump  was  bailed  out  when  Griffin 
made  an  offer  Trump  couldn't  refuse. 
As  it  turned  out,  the  offer  was  so 
generous,  and  Resorts  in  such  bad 
shape  with  its  unfinished  Taj  Mahal 
hotel-casino,  that  Trump  was  lucky 
to  lose  control  to  Griffin. 

Resorts  has  been  in  financial  trou- 
ble from  the  day  Griffin  bought  the 
hotel-casino  in  November  1988.  A 
brief  eight  months  later  it  suspended 
interest  payments.  Last  December,  it 
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Merv  Griffin 
Financial  Jeopardy. 
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Griffin's  Resorts  International  in  Atlantic  City 

Seedy  and  decrepit  compared  tvUh  Truti^*s  T<|/  Mahal. 


filed  for  Chapter  1 1  bankruptcy. 

How  could  a  man  who  is  smart 
enough  to  make  $400  million  be  so 
dumb  as  to  buy  a  losing  proposition  at 
an  outrageous  price? 

Ensconced  in  the  slow-paced  luxury 
of  Beverly  Hills,  Griffin,  like  many 
entertainers,  disdains  the  day-to-day 
details  of  his  business  interests, 
which  include  six  radio  stations  and 
the  Beverly  Hills  Hotel.  These  details 
he  left  to  Nigris,  an  accountant  by 
training  and  president  of  Griffin  Cos. 
Griffin  reportedly  preferred  sitting  in 
his  mansion  working  on  tv  game 
shows.  Or  dreaming  up  questions  for 
the  spectacularly  successful  V(^eel  of 
Fortune  and  Jeopardy.',  which  put  him 
onto  The  Forbes  Four  Hundred  after 
he  sold  the  rights  to  the  shows  for 
$200  million  to  Coca-Cola  in  1986. 

What  Griffin  didn't  know  before 
the  Resorts  deal — or  didn't  care  to 
know — was  that  he  had  entrusted  his 
outside  interests  to  people  with  un- 
derworld connections  and  unsavory 
business  pasts.  The  3,000  miles  be- 
tween New  York  and  the  West  Coast 
apparently  kept  Griffin  insulated. 
Had  he  bothered  to  check.  Griffin 
would  have  discovered  that  Michael 
Nigris,  his  top  man  in  New  York, 
shared  an  office  and  business  interests 
at  the  Griffin  Cos.  headquarters  with 
an  old  college  buddy  named  Ernie  Bar- 
bella.  In  documents  filed  with  the 
New  Jersey  Casino  Control  Commis- 
sion by  investigators  working  for 
Griffin,  Barbella  is  identified  as  hav- 


ing associated  with  the  Gambino 
crime  family.  Barbella  was  also  re- 
cently charged  by  the  U.S.  Attorney  in 
Manhattan  with  stock  fraud  involv- 
ing a  company  called  Musikahn,  of 
which  Nigris  was  a  director.  Barbella 
couldn't  be  reached  for  comment. 

The  report  Griffin  was  required  to 
submit  to  state  gaming  authorities  in 
May  1989  indicates  that  Nigris,  Bar- 
bella and  others  with  organized  crime 
ties  played  key  roles  on  Griffin's  be- 
half in  the  Resorts  deal.  What  was 
their  game?  One  would  suspect  that 
elements  of  organized  crime  hoped  to 
use  Griffin  as  a  front  to  get  their 
hands  on  some  of  the  hundreds  of 
millions  of  dollars  that  run  through  a 
casino  each  year — not  in  the  old-fash- 
ioned way  of  skimming  cash  off  the 
nightly  take,  but  by  the  more  sophis- 
ticated modem  method  of  overcharg- 
ing the  casino  for  such  items  as  linen 
supplies,  bus  and  airplane  tours  and 
many  forms  of  casino  marketing  and 
maintenance. 

The  New  York  City  District  Attor- 
ney's office  is  looking  into  whether 
Barbella  and  friends  profited  by  buy- 
ing Resorts  stock  based  on  inside  in- 
formation about  the  Griffin  takeover. 

Griffin's  attorneys  and  public  rela- 
tions people  told  Forbes  that  Griffin 
was  unavailable  for  interviews.  They 
admitted  that  one  might  conclude 
from  the  circumstantial  facts  sur- 
rounding the  Resorts  acquisition  that 
Griffin  knew  about  Nigris  and  his  as- 
sociates'  shady   pasts.   They   insist. 


however,  that  Griffin  was  naively 
trusting — and  taken  to  the  cleaners. 

New  Jersey's  Division  of  Gaming 
Enforcement  also  wants  to  find  out 
what  Donald  Trump  knew.  Was 
Trump  just  lucky  to  be  bailed  out? 
Did  he  have  some  inkling  that  crimi- 
nal elements  were  involved? 

To  understand  the  deal  that  rescued 
Trump  and  put  Griffin  in  the  soup, 
we'll  have  to  start  from  the  beginning. 
In  1987  Trump  borrowed  $80  million 
to  buy  $96  million  in  Resorts  Class  B 
stock  from  the  estate  of  the  late  Re- 
sorts Chairman  James  Crosby.  The  B 
stock  constituted  only  12%  of  the  eq- 
uity but  90%  of  the  voting  power.  The 
loan  was  collateralized  by  the  stock 
plus  five  Trump  properties. 

Trump  certainly  realized  that  Re- 
sorts was  a  mess  financially  almost  as 
soon  as  he  bought  voting  control  in 
1987.  Its  main  asset  was  a  70-year-old 
Atlantic  City  hotel,  and  the  company 
had  gone  over  $700  miUion  into  debt 
through  junk  bond  sales  and  bank  bor- 
rowings to  construct  the  over-budget 
and  still  uncompleted  Taj  Mahal  ho- 
tel-casino. Yet  Trump  was  planning 
to  buy  the  remaining  public  equity  of 
Resorts  at  $22  a  share.  He  would  then 
have  owned  the  whole  operation  but 
would  have  been  $1.7  billion  in  debt 
just  on  the  Resorts/Taj  deal.  The  main 
asset?  An  unfinished  hotel-casino. 

Interviewed  by  Forbes  in  April, 
Trump  conceded  that  the  deal  he 
eventually  made  with  Griffin  was  a 
godsend.  But  in  the  beginning.  Trump 


FORBES,  JUNE  11,  1990 


39 


fought  Griffin.  Why?  Because  the 
original  Griffin  offer  would  have  left 
Trump  with  a  $71  million  loss,  since 
there  was  no  real  premium  offered  for 
his  voting  control. 

It  was  an  impasse.  The  two  sides 
negotiated.  (Griffin  met  with  Trump 
only  once  during  the  negotiations,  for 
15  minutes;  Griffin  left  the  negotiat- 
ing to  his  lawyers  and  accountants.) 

Here  was  the  compromise — and 
Trump's  salvation:  Resorts  would  be 
wholly  owned  by  Griffin,  giving  him 
the  oldest  casino  structure  in  Atlantic 
City.  Griffin  would  also  get  assorted 
other  properties,  including  the  hotel- 
casino  in  the  Bahamas.  Trump  would 
get  $12  million  in  cash  and  the  unfin- 
ished Taj.  All  told,  the  Taj  deal  would 
bring  him  $68  million  (see  box). 

Why  was  it  a  bad  deal  for  Griffin? 
Because  when  Trump  had  finished 
the  Taj,  Griffin's  hotel-casino  would 
be  seedy  and  decrepit  in  comparison 
with  the  Taj  next  door.  Griffin  paid  a 
high  price  for  a  dwindling  asset. 
Trump  emerged  with  cash  and  owner- 
ship of  what  might  be  the  best  Atlan- 
tic City  casino — if  he  could  finish  it. 

How  did  his  manager,  Nigris,  get 
Griffin  into  the  deal?  A  wealthy  Roch- 
ester car  dealer  named  Fedele  "Dale" 
Scutti  had  accumulated  over  5%  of 
Resorts  stock  with  the  intention  of 
thwarting  Trump's  proposed  $22-a- 
share  takeover.  In  February  1988 
Scutti  retained  a  New  York  City  at- 
torney named  Morris  Orens  to  chal- 
lenge Trump  in  the  Delaware  courts. 

Through  Orens,  who  was  also  Bar- 
bella's  lawyer,  Scutti  got  to  Barbella, 
and  later  Nigris.  And  Nigris  brought 
the  idea  for  the  Resorts  bid  to  Griffin. 

For  bringing  the  deal  to  Griffin's 
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Trump  and  Griffin 
Hold  the  applanise. 


people,  Scutti  eventually  earned  $6 
million  in  consulting  fees  from  Grif- 
fin, and  also  made  over  $5  million 
profit  from  the  sale  of  the  Resorts 
stock  he  owned. 

While  Nigris  was  president  of  Grif- 
fin Cos.,  he  did  not  work  for  Griffin 
directly.  His  services  as  president  of 
Griffin  Cos.  were  contracted  out  by 
Morgan  Capital  Corp.  Barbella  is  pres- 
ident of  Morgan  Capital  Corp.,  a  com- 
pany of  which  Nigris  in-  1988  was 
chairman.  Griffin  claims  he  never 
met  or  heard  of  Barbella  until  mid- 
1988.  Yet  in  1986  Griffin  Cos.'  con- 
tract with  Morgan  Capital  for  Nigris' 
services  was  signed  by  Barbella. 

It's  of  course  possible  that  Griffin 
didn't  pay  much  attention  to  the  sig- 
nature on  the  contract.  If  so,  he  was 


Blaster  of  the  deal 


Donald  Trump  received  a  badly 
needed  cash  infusion  in  1988 
from  Merv  Griffin,  and  from  Mer- 
rill Lynch's  $675  million  junk- 
bond  offering  for  the  Taj  Mahal.  He 
did  so  by  taking  advantage  of  the 
lack  of  experience — or  worse — of 
Merv  Griffin's  negotiators.  With 
great  difficulty,  Forbes  managed  to 
follow  the  money  in  this  intricate 
deal.  Here  it  is,  simplified: 
Trump — in 

Gets  $64  million  from  Resorts  in 
severance  pay  for  his  management 
contract. 

Gets  $96  million  from  sale  of  his 
Resorts  B  stock. 

Gets  $261  million  from  Taj  bond 
offering;   the  rest  of  the  money, 


over  $400  million,   stays  in   the 
Taj's  account  to  finish  the  project. 

Total  cash  received:  $421  million. 
Trump — out 

Pays  $148  million  to  Resorts  for 
Resorts'  huge  investment  in  unfin- 
ished Taj.  Personally  assumes  $125 
million  of  debt  from  Resorts. 

Pays  $80  million  borrowed 
against  Resorts  stock,  now  sold. 

Total  outlay:  $353  million. 
Bottom  line 

Trump  nets  $68  million  in  cash 
nd  ends  with  100%  equity  in  the 
T  j  Mahal.  Whether  the  Taj  proves 
an  asset  in  the  long  run  is  impossi- 
ble to  say,  but  the  deal  ccitainly 
bought  Trump  time.  Partly  at  Grif- 
fin's expense. — R.L.S  and  J.C. 


remarkably  lax.  According  to  testimo- 
ny given  to  the  New  Jersey  Casino 
Commission,  Barbella  was  deeply  in- 
volved almost  from  the  start  on  Grif- 
fin's behalf  in  the  Resorts  negotia- 
tions with  Trump. 

In  July  1988  Barbella,  Nigris,  their 
wives  and  an  associate  made  a  "fact- 
finding trip"  to  Resorts'  Paradise  Is- 
land hotel-casino.  Barbella  charged 
the  tickets  on  his  American  Express 
card  but  was  reimbursed  by  Griffin 
Cos.,  records  indicate. 

But  why  should  Barbella  and  Nigris 
have  permitted  Griffin  to  overpay  for 
Resorts?  Lack  of  experience  played  a 
role:  None  of  the  original  people  on 
Griffin's  side  of  the  table  had  ever 
done  a  deal  of  anything  like  this  mag- 
nitude. (The  Drexel  people,  who  were 
to  raise  the  junk  bond  money  to  float 
the  deal,  were  flatly  excluded  from 
the  Griffin-Trump  negotiations.) 

But  venality  may  have  played  a  role, 
too.  Nigris,  as  president  of  Griffin 
Cos.,  would  have  benefited  directly  if 
a  major  casino-hotel  company  came 
under  his  management.  His  compen- 
sation arrangement  with  Griffin  in- 
creased along  with  revenues.  Scutti, 
the  auto  dealer  who  brought  the  deal 
to  Griffin's  people,  would  get  his  con- 
sulting fee  from  Griffin  only  if  the 
deal  closed;  ditto  for  the  nearly  $2 
million  fee  for  attorney  Orens.  Bar- 
bella? One  of  the  key  players  in  the 
deal  recalls  that  when  asked  what 
he'd  get  out  of  the  deal,  Barbella  re- 
plied, "I'll  get  mine  after  we  take  over 
Resorts."  If  Barbella  really  said  that,  it 
could  confirm  suspicions  that  Bar- 
bella and  his  associates  had  visions  of 
a  rich  skim  from  the  casinos. 

It  appears  that  Barbella  and  Nigris, 
among  others,  were  so  anxious  to  get 
their  hands  on  the  casinos  and  were 
such  poor  negotiators  that  they  were 
willing  to  let  Griffin  overpay.  As  for 
Trump,  he  played  on  their  weakness- 
es to  drive  himself  a  good  bargain  in  a 
bad  situation. 

Investigations  by  hardworking  New 
Jersey  officials  showed  that  Nigris 
had  other  shady  business  associates.. 
One  was  Herb  Cannon,  a  disbarred 
lawyer  convicted  in  a  multimillion- 
dollar  bank  swindle.  Another  Nigris 
associate  was  identified  as  Petci 
Aiello,  a  major  shareholder  of  Morgan 
Capital.  Aiello,  a  former  manager  of  a 
First  Jersey  Securities  branch  office, 
has  been  barred  from  the  securities 
industry  since  1987. 

Griffin  testified  before  New  Jersey 
gaming  authorities  that  he'd  never 
heard  of  Nigris'  associates,  including 
Barbella,  until  the  summer  of  1988 
The  first  time  he  ever  met  Barbella,  he 
claimed,  was  at  a  Resorts  junk-bond 
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roadshow  put  on  by  Drexel  for  institu- 
tional investors  at  the  Helmsley  Pal- 
ace in  New  York.  Griffin  said  he 
asked  Barbella,  "What  company  are 
you  with?"  Griffin  says  he  was 
stunned  when  Barbella  said:  "I'm 
with  you." 

When  did  Griffin  wake  up?  He  told 
the  New  Jersey  Casino  Control  Com- 
mission that  Drexel  Burnham's  for- 
mer Managing  Director  Kenneth 
Moelis  warned  him  in  late  August, 
1988  that  Drexel  had  found  disquiet- 
ing facts  about  Nigris  and  Barbella. 
Moelis  advised  Griffin  to  run  checks 
of  his  own.  A  few  days  later,  on  Fri- 
day, Aug.  26,  New  Jersey  gaming  au- 
thorities interrogated  Nigris  about  his 
relationship  with  Barbella.  The  very 
next  day — a  Saturday — Griffin  re- 
quested and  got  a  meeting  for  the  next 
day  with  the  gaming  officials.  Griffin 
told  the  gaming  authorities  that  he 
had  just  uncovered  disturbing  infor- 
mation about  Nigris  and  was  severing 
Nigris  and  a  Nigris  associate  from  all 
connections  with  Resorts. 

Yet  Griffin  kept  Nigris  on  the  pay- 
roil  for  another  nine  months — until 
late  May  1989,  when  the  Division  of 
Gaming  signaled  that  unless  Nigris 
was  severed  completely  from  the 
Griffin  empire,  Griffin  might  have 
trouble  getting  a  permanent  gaming 
license.  Nigris,  who  had  collected 
$900,000  in  salary  and  bonuses  for 
1988,  collected  another  $429,000  in 
the  four  months  before  he  was  fired  in 
May  1989.  Between  his  being  separat- 
ed from  the  Resorts  deal  and  his  final 
firing,  Nigris  negotiated  a  $39  million 
deal  for  Griffin  to  buy  a  Boston  radio 
station — a  deal  Griffin's  spokesman 
contends  that  Nigris  botched. 

In  November  1989  Nigris  filed  a 
suit  in  federal  court  in  New  Jersey 
against  Griffin  for  funds  due  from  the 
balance  of  his  ten-year  contract  with 
Griffin.  Griffin  has  not  countersued, 
although  he  would  seem  to  have  plen- 
ty of  reasons.  Nigris  has  defaulted  on 
a  $1.5  million  home  loan  guaranteed 
by  Griffin. 

As  for  Resorts,  an  analysis  by  New 
Jersey  Casijio  Commission  staffers 
raised  serious  questions  about  its  fi- 
nancial viability  even  before  the  deal 
with  Trump  was  signed.  The  analysts 
said  that  with  its  heavy  debt  of  over 
$900  million,  Resorts  could  only  sur- 
vive if  the  company  sold  off  assets. 
Nevertheless,  the  Casino  Commis- 
sion let  the  deal  go  through. 

Why  did  the  Casino  Commission 
ignore  its  own  analysts?  Trump 
owned  two  Atlantic  City  casinos  be- 
fore he  bought  Resorts,  and  under 
New  Jersey  laws  could  only  operate  a 
maximum  of  three.  With  Resorts  he 


would  own  three — and  when  the  Taj 
was  finished,  four.  That  meant  once 
the  Taj  was  completed  he'd  be  forced 
to  close  Resorts'  gaming  operations  or 
sell  to  a  competitor.  The  Casino  Com- 
mission apparently  decided  that  the 
four  casinos  stood  better  chances  of 
survival  if  owned  by  two  such  power- 
ful men  as  Trump  and  Griffin,  with 
their  seemingly  deep,  deep  pockets. 
So,  the  commission  swallowed  its 
doubts  about  the  Griffin/Trump  deal: 
It  didn't  want  closed  casinos,  lost 
jobs,  lost  revenues. 

The  results  of  all  this  folly:  Trump, 
the  self-proclaimed  artist  of  the  deal, 
boasts  that  he  bested  Griffin.  Maybe, 
but  at  a  huge  cost  to  Trump,  who  has 
staggering  debt  to  carry  on  the  Taj — 
about  $100  million  a  year  in  interest 


payments  on  $835  million  in  debt. 

Resorts  is  in  Chapter  1 1  but  Griffin 
still  might  come  out  with  some- 
thing— a  settlement  with  Resorts 
bondholders  leaves  him  with  23%  of 
the  equity.  He  may  also  recapture 
some  of  his  losses  by  offsetting  them 
against  other  profits.  Still,  he  must 
wish  he  had  never  heard  of  Resorts. 

For  Trump  and  Griffin,  it's  win 
some,  lose  some.  But  what  about  the 
folks  who  bought  $675  million  in  Taj 
junk  bonds  and  $925  million  in  Re- 
sorts junk  bonds?  They're  the  real  los- 
ers. Resorts  bonds  now  sell  for  20 
cents  on  the  dollar,  Taj  bonds  for  70 
cents.  That  leaves  the  bondholders 
with  combined  paper  losses  of  $950 
million.  Innocent  bystanders  caught 
in  the  crossfire.  What  else  is  new?  ■ 


Cyprus  Minerals  struck  it  rich  buying  bro- 
ken-down properties  on  the  cheap.  But 
what  happens  when  copper  prices  weaken? 

will  the  bargain 
still  be  a  bargain? 


By  James  R.  IWorman 


CALL  Cyprus  Minerals  Co. 
Chief  Executive  Officer  Ken- 
neth J.  Barr  a  junk  picker  and 
you  won't  get  much  argument. 
"You're  right,"  he  grins.  Cyprus,  a 
spinoff  from  Amoco  Corp., 
went  public  in  1985.  Since 
then  Barr  has  acquired  22 
mostly  dead  or  dying  U.S. 
mining  properties  for  pen- 
nies on  the  dollar  and 
brought  them  back  to  life.  In 
the  process  he  has  more  than 
doubled  Cyprus'  sales  to  $1.8 
billion,  doubled  employment 
to  8,500,  tripled  its  market 
value  and  boosted  profits 
tenfold,  to  $250  million  last 
year.  Most  of  that  profit  rise 
stems  from  a  tripling  of  Cy- 
prus' copper  output  just  as 
copper  prices  doubled. 

Cyprus'  latest  big  retrieval 
from  the  scrap  heap:  Minne- 
sota's Reserve  Mining  Co., 


the  iron  ore  complex  closed  since 
1986  by  the  ltv  bankruptcy.  Barr 
bought  and  refurbished  the  massive 
taconite  mine,  railroad  and  processing 
factory  for  a  total  of  just  $82  million, 
or  about  one-tenth  its  replacement 
cost.  Barr  insisted  Minnesota  assume 


CYPRUS 

Noithshore  Miningc 


CYPRUS  NORTHSHORE  MINING  IS  COMMITTED 

TO  THE  SAFE  UTIUZ  ATION  OF  ITS  RESOURCES 

TOMINEtPROCESSTACONITE  BY  PROVIDING 

THE  NECESSARY  EQUIPMENT  PROGRAMS 

SERyiCESe-WORIC  ENVIRONMENT  SO 

THAT  ITS  EMPLOYEES  SHALL  NOT  INCUR 

PERSONAL  INJURY  tTO  PROMOTE  THE 

CONTINUED  GOOD  HEALTH  E-WELFARE  OF 

THOSE  EMPLOYEES  E-THEIR  FAMILIES 


Welcome  sign  to  reopened  iron  ore  complex 
Breathing  new  life  into  old  mines. 
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Cyprus 
Could. 


Reserve's  environmental  li- 
abilities for  tailings  dumped 
into  Lake  Superior.  In  April 
Reserve  resumed  shipments, 
and  Barr  predicts  it  will 
break  even  its  first  year  on 
one-fifth  its  former  capacity 
of  10  million  tons  of  iron  ore 
pellets  per  year. 

But  there  is  risk  in  Barr's 
plan  of  buying  cheap  and  fix- 
ing up.  Copper  accounted  for 
about  90%  of  Cyprus'  operat- 
ing profits  last  year,  and  ana- 
lysts think  the  continuing 
rich  prices  of  about  $1.20  per 
pound  are  too  good  to  last. 
Cyprus  could  be  especially 
hard  hit  because  its  junk  col- 
lecting has  left  it  a  high-cost 
producer.  Admits  Barr: 
"There  is  a  price  to  pay  for 
getting  things  cheap."  

Take,  for  instance,  its  Sierrita  and 
Twin  Buttes  mines  in  Arizona.  Cy- 
prus got  the  Sierrita  copper-molybde- 
num mine  in  1986  from  Pennzoil  for  a 
rumored  $1 1  million.  It  leased  the  idle 
Twin  Buttes  mine  nearby  in  1988  for 
next  to  nothing  and  installed  a  used 
4.2-mile  conveyor  to  haul  its  ore  to 
Sierrita  for  processing.  When  all  goes 
well  the  two  mines  can  produce  al- 
most half  of  Cyprus'  600  million 
pounds  of  copper  and  show  a  nice 
profit.  But  the  conveyor  has  seen 
breakdowns,  and  the  recent  mixing  of 
ores  from  four  different  pits  was  a 
disaster.  Costs  jumped,  output  dived. 

The  result:  First-quarter  earnings 
fell  to  one-third  their  year-ago  level, 
and  Cyprus'  overall  copper  costs 
jumped  to  77  cents  a  pound — at  least  a 
dime  more  than  its  main  rivals.  Barr  is 
confident  the  problems  are  getting 
fixed.  But  he  admits  the  glitches  point 
up  a  critical  element  in  Cyprus'  junk- 
mine  strategy.  Namely,  "It  won't 
work  unless  we're  prepared  to  shut 
mines." 

That's  not  easy  for  a  company  re- 
built largely  on  a  nonunion,  profit- 
sharing  approach  to  labor  for  whom 
job  security  is  always  a  key  issue. 
(Only  a  handful  of  Cyprus'  49  proper- 
ties are  unionized.)  Cyprus  has  closed 
some  unprofitable  acquisitions,  and  it 
laid  off  staff  at  its  Denver  headquar- 
ters just  days  after  passing  out  bonus- 
es for  last  year's  strong  results.  But  if 
it  pushes  layoffs  further,  labor  rela- 
tions could  be  bruised. 

Worries  about  copper  prices  aren't 
the  only  cloud  on  Cyprus'  horizon.  Its 
coal  operations — once  the  core  of  its 
business — barely  broke  even  last  year 
on  $407  million  in  revenues.  Again 
the  problem  was  high-cost  operations 
and  aging  equipment.  Case  in  point: 


Ja\'  Dickman 


Chief  Executive  Kenneth  J.  Barr 

the  bargain-hunter  become  the  hunted? 


Cyprus'  Shoshone  undergound  coal 
mine  in  Wyoming.  Cyprus  bought  it 
in  1987  for  roughly  the  cost  of  land 
reclamation  and  earned  back  the  price 
in  just  four  months.  But  soon  after- 
ward, Shoshone's  "longwall"  mining 
machinery  broke  down,  and  it  will 
cost  about  $25  million  to  replace. 
Says  Barr:  "It's  one  of  the  mistakes  we 
made."  Heads  rolled. 

So  Cyprus  is  cutting  back  on  new 
acquisitions,  plowing  more  than  $130 
million  into   capital   improvements, 


on  top  of  $221  million  last 
year  for  maintenance  and  re- 
pairs. "Our  focus  this  year  is 
to  fix  up  what  we've  got," 
Barr  says.  Besides,  he  adds, 
bargains  are  scarce. 

This  year  Cyprus  is  unlike- 
ly to  match  its  1989  results 
even  if  the  copper  market 
holds  up,  Barr  admits.  That 
will  bring  to  an  end  the  im- 
pressive string  of  earnings  in- 
creases Cyprus  has  registered 
since  the  spinoff.  With  its 
stock  around  25,  down  from 
33  last  year,  Australian  raid- 
er Robert  Holmes  a  Court,  on 
the  comeback  after  the  1987 
stock  market  crash,  has  filed 
to  buy  at  least  $15  million  of 
Cyprus  stock.  Holmes  a 
Court's  Hart-Scott-Rodino 
filing  in  January  prompted 
Cyprus  to  strengthen  its  poison  pill, 
strap  on  golden  parachutes,  set  up  a 
leveraged  esop  and  borrow  $150  mil- 
lion to  buy  in  its  stock,  giving  man- 
agement and  employees  14%  control. 
Cyprus  was  promptly  sued  by  a  Chi- 
cago "investment  club"  claiming 
management  entrenchment.  Says  an 
aide  to  the  Aussie  raider:  "It's  amus- 
ing we  could  still  have  such  an  ef- 
fect." Barr  says  the  moves  were  sim- 
ply to  make  sure  a  raider  would  pay  a 
fair  price.  ■ 


Dont  look  for  an  early  recovery  in  the 
Japanese  stock  market.  One  of  that  na- 
tions smartest  analysts  sees  a  multiyear 
bear  market  both  in  stock  and  in  land. 


"In  Japan  markets 
are  very  sticky" 


By  Andrew  Tanzer 


Akio  Mikuni,  at  51  one  of  the 
sharpest  financial  analysts  in 
i  Tokyo,  is  founder  and  presi- 
dent of  Mikuni  &  Co.,  Japan's  only 
independent  credit  rating  agency.  He 
is  an  exceptionally  outspoken  man  in 
a  society  where  blunt  talk  is  not  al- 


ways appreciated.  Here  is  some  of  his 
blunt  talk  about  Japanese  markets 
and  the  Japanese  economy: 

I'OKWis:  You  called  the  collapse  of  tlx' 
Tok}'o  Stock  Exc/xoige  in  the  first  (juarter 
of  this  year.  Wlxit  next? 
Mikuni:   Banks'  credit  expansion  is 
growing  at  a  much  more  modest  rate 
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Mikuni  &  Co.  's  founder  and  president,  Akio  Mikuni 

We  will  start  to  see  at  least  one  major  bankruptcy  a  year. 


than  two  or  three  years  ago,  so  money 
could  get  tighter.  It's  quite  clear  asset 
prices  of  both  stocks  and  real  estate 
are  yielding  too  little  relative  to  their 
holding  costs.  If  stock  and  land  prices 
continue  to  be  traded  at  around  the 
current  level,  many  speculators  and 
investors  are  going  to  be  squeezed  be- 
cause those  holding  costs  exceed  cash 
dividends  or  rental  income. 

Sounds  pretty  ominous.  How  much  fur- 
ther do  you  expect  stock  and  land  prices 
to  decline? 

On  the  order  of  one-third  or  one-half 
from  the  peak.  We  are  probably  going 
to  see  asset  j)rices  re-rated  to  a  level 
that  justifies  a  reasonable  return  on 
investment.  Like  P/E  multiples  of  15 
or  25,  depending  on  interest  rates;  or 
real  estate  yields  rising  from  the  cur- 
rent 2%  up  to  5%  to  7%. 

Another  crash,  then? 

In  Western  markets,  when  you  talk 
about  what  kind  of  price  levels  are 
reasonable,  you  assume  those  levels 
can  be  reached  in  the  short  term,  but 
in  Japan,  markets  are  very  sticky. 
There  are  nonmarket  forces  like  mor- 
al suasion.  After  Black  Monday,  for 


example,  it  is  said  the  government 
intervened  by  asking  a  number  of  fi- 
nancial institutions  to  support  the 
market.  So  what  you  think  will  hap- 
pen in  six  months  to  a  year  could  take 
two  or  three  years.  I'm  a  bear  for  sev- 
er'al  years. 

And  land  prices? 

The  real  estate  market  has  a  special 
feature  in  Japan  because  of  banking 
principles  here.  If  you  want  to  borrow 
money  from  Japanese  banks  you  have 
to  have  land.  So  small  businessmen 
who  don't  have  access  to  capital  mar- 
kets have  to  buy  land.  Whenever  they 
make  excess  profits  they  buy  land  for 
future  borrowing.  A  recent  govern- 
ment study  said  70%  of  land  pur- 
chases are  made  without  real  purpose; 
they're  buying  land  for  future  financ- 
ing needs. 

But  I  think  land  prices  have  to  be  re- 
rated  like  the  stockmarket.  In  Tokyo 
the  maximum  the  ordinary  household 
can  afford  to  pay  to  buy  a  house  is  four 
or  five  times  annual  income;  but  now 
it  takes  10  or  12  years'  income  to  buy 
a  house  or  condo.  It's  become  quite  a 
difficult  social  problem. 

I  think  land  prices  could  fall  by  one- 


Pamela  Femuik 

third  or  one-half,  but  it 
could  take  four  or  five 
years. 

Do  you  expect  to  see 
more  hnkruptcies  occur- 
ring infapan? 
That's  why  we  started 
our  credit  ratings.  Un- 
til 1975  we  had  a  large 
company  bankruptcy 
maybe  once  every  ten 
years;  since  1975  prob- 
ably one  every  two  or 
three  years.  The  last 
few  years  we  haven't 
seen  any  because  we 
were  at  the  height  of 
easy  credit  and  asset 
prices.  But  the  situa- 
tion is  changing.  With 
higher  interest  rates, 
lower  asset  prices  and 
the  polarization  of 
profitability,  the  weak- 
er companies  have  to 
be  weeded  out.  We  will 
start  to  see  at  least  one 
major  bankruptcy  a 
year. 

What  do  you  mean  by 

polarization? 

Many  years  ago  there 

was  no  polarization  of 

financial  standing 

among  industries  and 

companies.     We     had 

"blue  skies"  for  exports,  so  if  there 
was  a  recession,  companies  could  al- 
ways increase  exports.  But  that  is  less 
and  less  true  these  days. 

Secondly,  unlike  in  the  past,  many 
companies  depend  on  consumer 
choice  now.  Before,  when  manufac- 
turers came  up  with  a  product,  cus- 
tomers didn't  differentiate;  they  were 
just  happy  to  have  a  car  or  color  tv. 
Nowadays  consumers  in  Japan  are 
much  more  choosy.  It's  very  difficult 
for  banks  or  the  government  to  prop 
up  companies  whose  products  are  not 
supported  by  consumers. 

How  much  money  will  companies  be 
raising  in  a  weaker  stoc^'  market,  and 
how  will  this  affect  funding  costs? 
There  will  be  a  significant  drop.  Last 
year  25  trillion  yen  ($160  billion),  in- 
cluding warrants  and  convertibles, 
was  raised  in  Japan  and  abroad.  This 
year  it  could  be  around  half  that 
amount. 

Many  Japanese  companies  issue  eq- 
uity at  high  multiples,  but  it's  a  com- 
mon understanding  in  Japan  that  you 
use  half  the  money  you  raise  to  buy 
other  people's  stocks  in  order  to  main- 
tain interlocking  share  ownership. 
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Why  are  companies  like  Toyota,  Matsu- 
shita and  Hitachi  sitting  on  something 
like  $15  billion  in  cash? 
Those  three  don't  have  banks  in  their 
groups,  hi  Japan,  zaibatsu  banks  are 
much  closer  to  their  group  companies 
than  to  independent  firms.  So  by  in- 
stinct the  independents  want  to  have 
hquidity  in  the  company  in  case  of 
future  tight  markets. 


Employment  is  another  reason.  In 
Japan  employment  is  maintained  by 
companies,  not  by  government  unem- 
ployment insurance  programs.  So  in  a 
recession,  companies  need  huge 
amounts  of  working  capital. 

In  the  U.S.  there  would  be  pressure  to  pay 

some  of  the  cash  out  in  salaries. 

Many  Japanese  companies  do  not  un- 


derstand that  the  domestic  consumer 
market  is  the  primary  market  they 
should  sell  products  to.  They  still 
look  at  wages  as  cost  of  production, 
not  as  a  potential  market.  Henry  Ford 
said  if  you  want  to  sell  cars  at  high 
volume,  you  should  increase  labor 
rates  so  that  employees  can  afford  to 
buy  cars.  But  in  Japan  companies  basi- 
cally think  about  exporting.    ■ 


Three  times  in  the  last  15  years,  Stephens 
Group,  Inc.  of  Arkansas  has  come  to  the 
rescue  of  nursing  home  operator  Beverly 
Enterprises.  Ifs  getting  to  be  tedious. 

The  white  knight's 
black  eye 


By  Matthew  Schif rin 


BURDENED  WITH  DEBT  and  a  his- 
tory of  poor  management,  Bev- 
erly Enterprises,  the  nation's 
largest  nursing  home  operator,  has 
lost  nearly  $160  million  over  the  past 
three  years. 

For  the  third  time  since 
getting  involved  with  Bev- 
erly nearly  15  years  ago, 
Stephens  Group,  Inc.  and 
its  famous  Little  Rock- 
based  investment  firm,  Ste- 
phens Inc.,  has  had  to  step 
in  to  rescue  it.  While  Bever- 
ly's public  stockholders 
have  had  a  number  of  rough 
rides,  Stephens,  despite  the 
setbacks,  has  done  very 
well  in  the  deal. 

The  Stephens  principals, 
Jackson  and  Wilton  Ste- 
phens and  Jackson's  son, 
Warren,  could  easily  be 
worth  $750  million.  The 
firm  is  a  powerhouse  in 
municipal  finance.  It  spe- 
cializes in  businesses  that 
mix  private  enterprise,  gov- 
ernment subsidies  and  poli- 
tics. Its  chairman,  Jackson 
Stephens,  was  a  major  fund- 
raiser for  Jimmy  Carter  m 
the  1976  and  1980  presiden 
tial     election     campaigns. 


Stephens  Group,  through  the  family 
and  its  employees,  gives  generously  to 
state  and  local  politicians. 

Nursing  homes  seemed  a  natural 
for  Stephens,  mixing  private  manage- 
ment with  heavy  government  fund- 
ing. Explains  Jon  Jacoby,  a  Stephens 
executive  vice  president  and  a  Beverly 


Bei'erly  Enteiprises  Chairman  Dai  id  Banks 
Return  to  Arkansas. 


director:  "In  1966  the  Great  Society 
started  the  nursing  home  business, 
and  all  you  had  to  do  was  open  the 
doors  and  they  filled  up.  There  was  no 
need  for  working  capital." 

Moreover,  the  nursing  home  indus- 
try was  highly  fragmented,  so  there 
was  an  opportunity  for  Stephens  to 
earn  millions  in  merger,  acquisition 
and  underwriting  fees  as  the  industry 
consolidated. 

In  1968  Stephens  bought  into  a 
southwestern  chain  of  nursing  homes 
called  Leisure  Lodges.  After  taking  it 
over  in  1975,  Stephens  helped  rescue 
Beverly  Enterprises  from  a  takeover, 
forming  a  partnership  to  acquire  a 
23%  position  and  eventually  installed 
Stephens  broker  David  Banks  as  a  di- 
rector. "We  encouraged  them  to  ex- 
pand," says  Jacoby. 

So  Banks  and  Beverly  Chairman 
Robert  Van  Tuyle  bought  Leisure 
Lodges  for  Beverly  in  1978.  After 
Banks  was  named  president,  the  two 
launched  an  acquisition  spree  that  in- 
creased the  chain's  beds  from  25,000 
to  122,000.  Revenues  shot  from  less 
than  $200  million  in  1979  to  $2  bil- 
lion last  year.  Beverly's 
stock  climbed  from  $2  in 
1979  to  $22.50  in  1986. 

Stephens  made  out  hand- 
somely. It  received  about 
$7  million  for  selling  its 
Leisure  Lodges  to  Beverly. 
Stephens  retained  the  real 
estate;  lease  payments  on 
the  realty  plus  data  process- 
ing services  supplied  to 
Beverly  brought  in  about  $7 
million  a  year  to  Stephens. 
By  1980  Stephens  was 
ready  to  do  some  cashing 
in.  It  sold  most  of  its  stock 
at  roughly  a  tenfold  profit. 
But  Stephens  remained  one 
of  Beverly's  primary  bank- 
ers, earning  millions  of  dol- 
lars in  fees  during  the  com- 
pany's expansion. 

With  Stephens  no  longer 
a  major  shareholder,  Bever- 
ly stock  kept  rising  but 
management  was  slipping. 
As  the  chain  grew,  controls 
grew  lax.  The  company  was 
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WeTbokAGreat  Idea, 


Samsonite's  Ultravakf* 
Garment  Bag  is  like  a  closet 
and  chest  of  drawers  in  one. 
And  you  can  carry  it  on  a 
plane  and  live  right  out  of  it 
in  a  hotel  room. 


With  12  inside  pockets,  the 
Ultravalet  has  a  place  for  - 
everything  and  keeps  every- 
thit^  in  its  place. 


Another  nice  thing  about  the 
pockets  is  the  mesh  material 
that  lets  you  see  everything 
you've  packed.  You  can  also  get 
into  major  pockets  from  the 
inside  or  outside. 


There's  even  a  special  pocket 
for  ties  that  helps  keep  them 
wrinkle-free. 


Unlike  most  other  bags,  the 
Ultravalet  opetis  like  a  book  so 
you  don't  have  to  keep  flipping 
the  bag  over  to  pack  or  unpack. 


Thanks  to  a  bt  of  organized 
thinking,  the  Ultravalet  is  the 
easiest  bag  to  pack  and  unpack 
that  we've  ever  made. 


See  the  Ultravalet  at  a 
luggage  store  soon.  And  you  'II 
see  why  it's  an  idea  thats 
really  taking  off. 


O  Samsonite 


Our  Strengths  Are  Legendary* 


With  its  special  hooks,  you  can 
hang  the  open  bag  in  a  closet 
err  on  a  door  and  nve  right 
out  of  it. 


You'll  also  appreciate  our 
unique  telescoping  bar*  that 
pulls  out  to  let  you  remove  suits 
and  dresses  without  disturbing 
the  ones  hanging  in  front 


Our  large,  reinforced  shoe 
pockets  Hold  a  lot  more  than 
shoes. 


The  bag  holds  all  kinds  of 
hangers  so  you  can  pack  any- 
thing right  from  the  closet. 


The  Ultravalet  folds  over 
backwarus*  instead  of  forwards 
like  other  bags,  to  help  keep 
lapels,  sleeves  and  pockets 
lookinggreat 


There's  also  a  removable  wet 
pack  that  keeps  wet  or  soiled 
items  separate  from  dry  ones. 


Last  but  not  least,  our  extended 
length  panel*  helps  keep  longer 
garments  from  wrinkling  at 
the  bottom. 


*Patent  Pending 
1988  Samsonite  Corporation 


"TAKE  A  LOOK  INSIDE  OU 


THATS  WHERE  THE  BIG  CI 


You  told  us  you'd  consider  buying  a  GM 
car  or  truck  if  we  changed  more  than 
just  the  looks.  And  that's  exactly  what 
we've  done. 

We've  listened  to  what  you  said  about 
quality  We've  heard  your  demands  for 
reliable,  durable  cars  and  trucks.  And 
we've  responded  with  new  vehicles,  with 
new  technology,  with  new  production 
methods  in  new  and  refurbished  plants. 

THE  HEART  OF  GM  QUALITY 

We've  introduced  77  all-new  models 
since  1985.  Almost  all  the  cars  and  holf 
the  trucks  we  make.  All  re-designed  and 
engineered  to  dramatically  improve  quality. 

The  looks  are  new.  But  that's  not  all. 
The  big  improvements  are  in  the  engines, 
transmissions,  and  electrical  systems— the 
heart  of  any  car  or  truck.  And  we're 
continuing  to  improve. 

MEASURABLY  BEHER 

GM  builds  cars  you  can  count  on  for 
the  long  term.  No  U.S.  carmaker  has  done 
that  job  better  in  the  last  five  years.  In  fact 
one  measure  of  dependability,  the  J.  D. 
Power  dependability  study  of  1985  models, 
ranks  GM  highest  in  vehicle  dependability 
among  all  American  manufacturers.' 


GREATER  DURABILITY 


800 
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Since  we  built  those  cars,  independent 
measures  have  confirmed  that  our  quality 
has  improved  substantially  The  differences 
today  between  GM  and  the  best  imports 
are  very  small  indeed. 

According  to  one  quality  study  by 
Harbour  &  Associates,  we're  better  than 
the  average  European  make,  and  the  dif- 
ference between  GM  and  the  average 
Japanese  import  is  less  than  one-half  of 
one  discrepancy  per  car  Our  own  tracking 
confirms  GM's  significant  improvement. 


According  to  R.  L.  Polk  Registrations,  a 
higher  percentage  of  10-year-old  GM  cars 
are  still  on  the  road  than  '79s  from  Ford, 
Chrysler,  Mazda,  Nissan,  Toyota,  or  Honda. 

RELIABLE  ENGINES 

GM's  engines  are  more  dependable 
than  those  of  all  other  domestic  carmakers. 
The  2.3-liter  Quad  4  is  as  problem-free  as 
2-liter  engines  from  Toyota  or  Honda. 

Our  3800  V-6  is  at  the  top  in  engine 
quality  among  engines  from  all  makers, 
foreign  or  domestic.  That's  the  finding  of 
the  most  comprehensive  customer-based 


survey  in  the  auto  industry  And  Cadillac 
owners  report  fewer  engine  problems  the 
first  year  than  Toyota  or  Mercedes-Benz 
owners— a  tribute  to  the  4.5-liter  V-8  in 
Cadillacs. 

BEHER-BUILT  AIR  CONDITIONING 


The  reliability  of  major  mechanica 
systems  is  important  to  our  customers 
GM's  new  cars  have  better-built  air 


conditioning  systems  than  cars  from 
Honda,  Nissan,  or  Mazda. 

PROBLEM-FREE  TRANSMISSIONS 

Any  car  or  truck  is  only  as  reliable  as« 
transmission.  And  our  automatic  transmJ 
sions  are  more  problem-free  than  those  (| 
any  domestic  com- 
petitor—and 
most  imports. 

This  year 
GM  IS  introducing  an 
electronically  controlled 
transmission  that  is 
linked  with  the  engine's 
control  system.  An 
electronically  integrated 
powertrain  raises  fuel 
efficiency 
lowers  emis- 
sions, and  im- 
proves response. 

TECHNOLOGY  THAT  LASTS 

GM  is  the  only  domestic  manufactun 
to  design  and  build  multivalve  engines. 
And  we  build  them  to  last.  Our  16-valve 
Quad  4  has  already  run  the  equivalent 
of  100,000  miles  at  100  mph  without  sto^ 
ping  under  test  conditions. 

On  the  endurance  track,  a  full-size 
Chevrolet  sport  truck  equipped  with  GM 


Ail  of  GM  going  oil  out  for  you.     ^^(C^^^V) 

■i 


EW  CARS  AND  TRUCKS. 
^  IN  GM  QUALITY  ARL" 


.  in.  V-8  captured  the  Hulman 
for  sustaining  100  mph  for  24 
3t  Indianapolis. 

;t  trouble-free  u.s.  car  line 

ck's  1989  LeSabre  is  thie  most  trouble- 
Tierican  car,  according  to  thie  latest 
:wer  Initial  Quality  Survey.  The 
,tudy  also  found  Buick  Riviera  and 
/Park  Avenue  to  be  among  the  most 
i-free  American  luxury  cars.2 
Dse  are  good  reasons  why  the  J.  D. 
Initial  Quality  Survey  shows  Buick 
he  highest-ranking  domestic  name- 
T  1989 


CORROSION  PROTECTION 

I  offer  the  highest  level  of  exterior- 
ized corrosion  protection  in  the  world, 
we're  the  only  high-volume  carmaker 
vely  using  two-sided  galvanized  mate- 
rials to  protect  against  rust. 


That's  how  we  can  stretch  our  limited 
warranty's  corrosion  coverage  to  six  years 
or  100,000  miles  minimum. 3 

99.9%  CERTAIN  STARTS 

Virtually  every  engine  in  every  GM  car 
or  light  truck  features  electronic  fuel 
injection.  Electronic  sensors  measure 
temperature  and 


••       engine  conditions. 
Re-designed  injectors  and  engine  control 
computers  meter  the  right  amount  of  fuel 
for  sure  starts. 

These  GM  cars  start  the  first  time,  hot 
or  cold,  in  any  weather,  regardless  of 
where  you  live  in  the  United  States. 

HIGHLY  SATISFIED  CUSTOMERS 

GM's  Cadillac  division  has  been  the 
highest-ranked  domestic  nameplate  in  cus- 
tomer satisfaction  for  the  past  three  years."* 

The  cf  stomers  of  every  other  GM 
division  are  highly  satisfied  as  well.  After 
six  months  of  ownership,  at  least  95%  of 
all  Chevrolet,  Pontiac,  Oldsmobile,  Buick, 
Cadillac,  or  GMC  Truck  owners  would 
recommend  a  vehicle  from  that  GM  division 
to  a  friend. 

ENDURING  VALUE 

Over  the  last  10  years,  cars  built  by 
General  Motors  have  kept  more  of  their 
original  value,  on  the  average,  than  cars 
made  by  any  other  U.S.  manufacturer 
Chevy  and  GMC  trucks  retain  more  of 
their  original  value  than  trucks  sold  in  the 
U.S.  by  any  other  manufacturer 
in  the  world— foreign 
or  domestic.5 


WE  COVER  EVERY  PART 

We  back  our  vehicles  the  way  we  build 
them.  Our  Bumper-to-Bumper  Plus  limited 
warranty  covers  every  part  of  every  GM 
car  or  light  truck.  For  three  years  or 
50,000  miles.6 


BUMPER  TO  BUMPER  PLUS 

3  YEAR/50,000  MILE  UMrTED  WARRANTY 


WE  CARE  ABOUT  YOU 

We  care  what  you  think  about  GM 
quality.  People  throughout  General  Motors— 
the  GM  Quality  Network  — have  taken  a 
long,  hard  look  at  the  cars  and  trucks  we 
build.  And  the  way  we  build  them. 

Today  there  is  a  new  pride  at  GM.  A 
new  commitment  to  quality  A  clear  focus 
on  our  customers  and  on  their  needs.  A 
dedication  to  continually  improving  our 
vehicles.  Year  after  year  Until  every  model 
is  as  good  as  the  best  in  the  world. 

We've  accomplished  much  already  We 
invite  you  to  take  a  good,  close  look  at  the 
results;  our  new  GM  cars  and  trucks,  and 
the  new  level  of  General  Motors  quality 

1:  J.  D.  Power  and  Associates  Vehicle  Dependability 
Index  StudySM.  in  a  ranking  of  the  three  domestic 
manufacturers,  based  on  things  gone  wrong  to 
4-to-5-year-old  1985  model  vehicles  in  the  past  12 
months. 

2:  J.  D.  Power  and  Associates  1989  Initial  Quality 
Surveys'*^.  Based  on  owner-reported  problems  in  the 
first  90  days  of  ownership. 
3:  See  your  GM  dealer  for  details  of  this  limited 
warranty  covering  corrosion.  A  deductible  applies. 
4:  J.  D.  Power  and  Associates  1987-1989  Car 
Customer  Satisfaction  with  Product  Quality  and  Dealer 
ServiceSM  studies.  After  one  year  of  ownership. 
5;  GM  corporate  study  of  3-to-5-year-old  used 
vehicles  resold  between  1979  and  1990. 
6:  Cadillac's  Gold  Key  Bumper-to-Bumper  limited 
warranty  offers  coverage  for  4  years/50,000  miles, 
and  Cadillac's  Allante  is  backed  for  7  years/ 100,000 
miles.  See  your  GM  dealer  for  details  of  the  limited 
warranty.  A  deductible  applies. 

PUTTING  QUALITY 
ON  THE  ROAD 


MARK  OF  EXCELLENCE 

Chevrolet  Pontiac  Oldsmobile 
Buick  Cadillac  GMC  Truck 


repeatedly  cited  for  health  violations 
and  negligence.  It  financed  its  expan- 
sion with  a  combination  of  bank  debt, 
industrial  revenue  bonds  and  equity. 

But  the  troubles  hadn't  worked 
their  way  to  the  profit  statement,  and 
the  stock  was  subject  to  takeover 
speculation. 

Again,  Stephens  to  the  rescue.  It 
acquired  $100  million  in  Beverly  con- 
vertible preferred  stock,  paying  by 
transferring  to  Beverly  some  nursing 
home  real  estate  it  still  owned.  The 
transaction  increased  Stephens'  vot- 
ing interest  in  Beverly  to  nearly  9% 
on  a  fully  diluted  basis,  and  gave  Ste- 
phens the  right  to  appoint  three  direc- 
tors, in  addition  to  Banks,  if  Beverly 
stopped  paying  dividends.  The  com- 
pany stopped  two  years  ago,  and  Ste- 
phens now  has  four  directors. 

Beverly  was  safe  from  takeover  but 
not  from  the  economics  buffeting  the 
nursing  home  business — nor  from  the 
consequences  of  sloppy  management. 
Costs  were  rising  rapidly,  but  state 
and  federal  governments  were  becom- 
ing more  and  more  stingy  with  their 
reimbursements . 

Beverly  is  expected  to  eke  out  $14 
million  in  profits  this  year;  its  stock  is 
down  to  a  recent  4y4  on  the  nyse,  from 
an  alltime  high  of  22»/2  in  1986. 

Stephens  now  has  more  control, 
dominating  the  board  and  moving 
headquarters  from  Pasadena,  Calif,  to 
Arkansas.  It  replaced  most  of  top 
management,  leaving  its  former  bro- 
ker David  Banks,  now  chairman, 
firmly  in  charge. 

In  the  past  year  or  so,  Stephens  got 
Beverly  into  several  deals  to  sell  its 
nursing  homes.  The  idea  was  to  take 
advantage  of  a  loophole  allowed  by 
Congress  that  lets  nonprofit  entities 
purchase  nursing  homes  by  selling 
tax-free  bonds.  But  Arkansas  state  au- 
thorities stopped  a  similar  transaction 
from  going  ahead  after  an  uproar 
erupted  in  the  press. 

Now  the  IRS  may  look  into  several 
similar  nursing  home  sales.  One  such 
could  be  Beverly  and  Stephens'  al- 
ready completed  deal  to  sell  41  nurs- 
ing homes  in  Iowa  for  $86  million.  If 
the  IRS  says  the  "nonprofit"  buyers 
are  not  entitled  to  sell  tax-exempt 
bonds,  everybody  involved,  including 
Stephens,  could  be  subject  to  huge 
lawsuits  from  irate  bondholders. 

Beverly  Enterprises  has  made  a  lot 
of  money  for  the  Stephens  family. 
Even  now,  Stephens'  investment  is 
safe  because  its  Beverly  holdings  ? 
in  preferred  stock,  which  can  be  co 
verted  into  common  but  need  not  be. 

But,  judging  by  the  record  so  far,  the 
public  shareholders  will  not  fare  all 
that  well.   ■ 


People  are  drinking  less  and  less  coffee, 
and  yet  Farmer  Bros,  has  managed  to 
remain  both  independent  and  highly  prof- 
itable. What's  the  secret? 


"Vacations  are 
for  employees" 


By  Ralph  King  Jr. 


IT  WAS  A  Lesson  Roy  F.  Farmer  will 
never  forget.  After  his  father's  un- 
expected death  in  1951,  Farmer, 
35,  stepped  in  to  run  Farmer  Bros.  Co., 
a  Torrance,  Calif. -based  coffee  roaster 
and  distributor.  He  had  little  experi- 
ence and  it  soon  showed:  After  taking 
delivery  of  a  few  tons  of  cheap  Cuban 
coffee  beans.  Farmer  found  they  pro- 
duced undrinkable  coffee. 

Short  on  experience.  Farmer  was 
long  on  determination.  He  spent  days 
blending  countless  higher-grade  varie- 
ties with  the  Cuban  beans  to  mask 


their  bad  taste.  Finally,  after  sampling 
literally  dozens  of  blends,  he  succeed- 
ed. The  Cuban  beans  are  gone,  but 
Farmer  still  blends  low-grade  and 
high-grade  beans  to  make  a  drinkable 
cup  of  coffee  at  a  reasonable  cost. 

By  keeping  his  costs  down  and 
building  a  prompt,  reliable  delivery 
system.  Farmer,  now  73  and  still 
chairman,  has  made  his  company  the 
U.S.'  dommant  supplier  of  coffee  to 
restaurants,  institutions  and  offices 
west  of  the  Mississippi.  Farmer  Bros, 
boasts  40%  of  that  market  in  its 
hometown  Los  Angeles  area.  On  sales 
of    nearly    $200    million,    the    firm 


Alciandro  TuniAs 


i .  ^'  i.r  Bros.  Chairman  Roy  /•'  /'anner  and  wife,  F.mily 
"li'i  not  something  you  learn  in  college." 
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When  I  won 


Elmar  Olivelra,  with  his  1697  IVlolitar  Stradivarius  Violin. 


the  Tchaikovsky  competition, 

I  was  thrilled. 

Later  came  the  Avery  Fisher  prize. 

I  was  overjoyed. 

Now,  I  play  a  Stradivarius 

on  the  concert  stages  of  the  world. 

And  I've  reached  the  point 

of  Delirium; 


t 


INTRODUCED  ON  FEBRUARY  12TH.  1979  AS  THE  THINNEST  WATCH  IN  THE  WORLD 
TODAY'S  18K  GOLD  CONCORD  DELIRIUM  WATCH 


TRADITIONAL  JEWELERS 

2646  San  Miguel,  Newport  Beach,  CA  92660  (714)  760-8035 


CONCORD. 

WATCH 
MAKERS 

To 
THEGENTRY« 

SINCE    1908 


WHYDDW) 
A125MIPS\ 


SPARCstatiori"  SLC.  By 
breaking  the  $5,000 
barrier,  it  turns  the  eco- 
nomics of  computing 
absolutely  upside  down. 
And  lets  you  give  your 
people  a  system  that 
runs  circles  around 
PCs  and  minicomputers 

Up  till  now,  for  this 
price  you'd  have  to 
settle  for  a  386  with 
one  or  two  little 
extras.  Or  a  share 


of  a  minicomputer.  Or 
maybe  an  X  terminal 
with  an  underpowered 
processor. 

But  now,  you  can 
give  everyone  a  high- 
performance  RISC  work- 
station for  the  same 
price.  Complete  with 
12.5  MIPS  of  process- 
ing power  The 

.■aAJL\^4j^^^     operaHng 
■■■■■■MB  system. 


8  MB  of  memory.  Even  built-in  Ethei 
But  more  than  a  hot  machine,  yc^ 
can  give  them  all  the  strategic  adva: 
tages  that  come  with  our  SPARC 
technology. 

First,  our  workstations  were  nic' 
to  be  networked.  So  you  can  h.\\\ 
whole  groups  working  on  the  sanv 
project.  In  perfect  synch.  And  evei 
user  has  serious  prcKessing  power. 
Right  at  the  desktop  level.  Second, 
there's  the  OPEN  LOOK '  user  intt 
face.  Which  lets  people  learn  to  use 
UNIX  in  no  time  flat.  Finally,  there 


Vji990  Sun  MiacMystems,  Inc.  'Sun  Microsystems  and  the  Sun  logo  are  registered  trademarks  of  Sun  Micn»yslem»,  Inc  SPAHCvUtion,  SPARC,  and  SPARC" w 


f  tmdemarU  of  Sun  Mtcni«v«lrmK  Im   OI*liN  l.CK)K  I*  •  Iradrmark  of  ATliT  UNIX  l»  ri 
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IX  itself.  With  UNIX,  your  people 
create  applications  that  would  take 
etime  to  develop  any  other  way.  In 
,  there  are  over  2,000  SPARC  ware" 
lications  that  are  ready  to  run 
It  now.  So  you  have  the  added 
antage  of  choosing  the  world's 
est  standard  for  RISC/UNIX  soft- 
•e  compatibility. 

low  did  we  design  all  this  into  a 
00  system?  Since  1982,  we've  built 
ling  but  UNIX  workstations.  So 
ve  learned  a  few  things.  We  com- 
ely eliminated  the  processor  box. 


By  building  the  electronics  into  the 
back  of  the  monitor.  We  gave  it  a  high- 
resolution  monochrome  display.  And 
since  SR\RCstation  SLC  is  designed 
for  workgroups,  all  the  files  can  be 
stored  in  a  central  server.  Or  on  a  local 
disk,  if  you'd  rather. 

For  a  lot  of  companies,  introducing 
a  machine  like  this  would  be  next  to 
impossible.  But  at  Sun,  it's  not  exactly 
our  first  breakthrough.  And  this  is  no 
announce-it-today,  ship-it-next-year 
product,  either.  SPARCstation  SLC  is 
available  in  quantity  today. 


SPARCstation  SLC.  If  you'd  like 
to  see  how  it  compares  to  every 
other  system  you  could  buy,  just  call 
1-800-624-8999  ext.  2066.  From  any- 
where in  the  U.S.  and  Canada.  And  get 
ready  to  move  your  people  a  quantum 
leap  ahead. 

Because  now  you  can. 


#sun 


microsystems 


rk  ol  AJicT  Ethernet  is  a  registered  trademark  of  Xenn  Corporation  'US  List  Price  Quantity  I,  $4,995.  Includes  a  I7-inch,  high- resolution  monochrome  display,  8  MB  of  main  memory,  integral  Ethernet,  SCSI,  and  serial  interfaces,  and  the  Sun  Operating  System. 


Farmer  Bros,  trucks  at  Torrance,  Calif,  headquarters 

As  much  in  the  distribution  business  as  in  the  coffee  business. 


AlcianUro  Tomis 


earned  $14.5  million  last  year;  it  re- 
mains highly  profitable  despite  Amer- 
ica's steadily  declining  appetite  for 
coffee,  and  competition  from  giants 
such  as  Philip  Morris  and  Nestle. 

A  white-haired,  slightly  stooped 
man.  Farmer  controls  45%  of  the 
company's  stock,  worth  about  $70 
million,  but  he's  still  working  almost 
as  hard  as  he  did  in  the  days  when  he 
suddenly  found  himself  filling  his 
dad's  shoes.  He  eats  his  lunch  alone 
every  day  in  his  1969  Lincoln  Conti- 
nental, parked  behind  his  roasting 
plant  (where  he  kept  400  racing  pi- 
geons in  coops  until  he  decided  to  give 
them  up  last  year).  He  rarely  speaks  at 
annual  shareholders'  meetings,  shuns 
Wall  Street  analysts  and  has  never 
willingly  spoken  to  the  press.  Farmer 
and  his  wife,  Emily,  have  lived  in  the 
same  tract  home  in  a  middle-class  Los 
Angeles  neighborhood  for  years. 

During  a  brief,  impromptu  inter- 
view at  headquarters,  where  the  smell 
of  roasting  coffee  hangs  in  the  air, 
Farmer  glances  only  occasionally,  and 
warily,  at  a  reporter.  Wearing  a  worn 
gray  suit,  a  tie  clip  adorned  with  two 
gold  coffee  beans,  and  shoes  curling  at 
the  toes,  he  explains  why  he  never 
takes  a  vacation.  "Vacations  are  for 


employees,"  he  says. 

For  nearly  40  years  Farmer's  work- 
day routine  has  hardly  varied.  The 
determination  that  salvaged  the  Cu- 
ban beans  still  guides  the  company. 
Every  morning  Farmer  performs  the 
daily  coffee-tasting  ritual.  In  Farmer 
Bros.'  "cupping  room,"  each  of  the 
company's  blends  is  presented  to  him 
in  several  dozen  old-fashioned  glasses 
arrayed  around  a  small,  revolving  ta- 
ble. He  stirs  and  deeply  inhales  each 
blend,  then  tastes  each  using  a  silver 
soupspoon,  and  spits  the  steaming 
mouthful  into  a  small  sink  beside 
him.  He  never  swallows.  When  he 
finds  one  he  doesn't  like.  Farmer 
places  a  single  coffee  bean  beside  the 
offending  glass.  The  proprietors  of  the 
great  Bordeaux  vineyards  take  no 
greater  care  with  their  products  than 
does  Farmer.  And  he  treats  his  bal- 
ance sheet  with  equal  respect:  It  is 
free  of  debt  and  packed  with  $56  mil- 
lion in  cash  and  marketable  securi- 
ties, equivalent  to  $29  on  each  of  the 
shares  that  trade  occasionally  in  the 
pink  sheets  around  $79  a  share. 

But  coffee  prices  are  volatile  and 
consumption  in  the  U.S.  is  declining. 
Farmer  Bros,  long  ago  began  hedging 
its  bets.  In  the  1930s  Farmer's  father 


figured  that  if  the  company  was  send- 
ing a  truck  every  week  to  customers 
who  need  many  products  besides  cof- 
fee, he  was  as  much  in  the  distribu- 
tion business  as  in  the  coffee  busi- 
ness. Today  the  company  packages 
and  sells  some  200  restaurant  items, 
from  spices  to  Styrofoam  cups.  On 
such  goods,  which  account  for  20%  of 
sales,  Farmer  Bros.'  operating  margins 
are  only  slightly  less  than  the  estimat- 
ed 10%  margins  on  coffee  sales.  Re- 
sult: Operating  margins  overall,  at 
9.5%,  are  more  than  double  major 
competitors'  such  as  Rykoff-Scxton 
and  Sara  Lee's  food  service  operations. 

Some  smart  money  thinks  this  jew- 
el of  a  company  will  be  sold  when  Roy . 
Farmer  dies.  Quest  Advisory,  a  New 
York  money  manager  with  a    10% 
stake,  is  waiting  for  that  day  to  arrive. 

It  may  be  quite  a  wait.  Of  Farmer's 
four  children,  only  his  eldest  son,  Roy 
E.  Farmer,  37,  works  for  the  company, 
but  his  father  says  he  can  take  over  "if 
he  wants  to."  Until  then  Farmer  will 
continue  sitting  in  the  cupping  room, 
revolving  the  tablctop  to  the  next 
glass,  sipping  and  spitting,  again  and 
again,  the  way  he  has  for  nearly  four 
decades.  "It's  not  something  you 
learn  in  college,"  he  says.  ■ 
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Once  again, 
nobo  A^  else  on 


can  give  you  a 

quote  Ilk  this. 
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For  more  information  call  1-800-654-5454. 


Prudential-Bache 


Past  performance  is  no  guarantee  of  future  results 
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Securities 
Rock  Solid.  MarketWise: 


©1990  DHL  Airways,  Inc. 


EXPORT 

CAR  OF  THE 

YEAR. 


I  he  competition  took  place  every  single  business 
day  last  year.  The  three  major  air  express  carriers. 
Clocked  on  some  of  the  toughest  routes  in  the  world. 

And  every  package 
counted.  The  winner? 
No  contest. 

DHL  was  faster  to 
more  places  in  the 
world  than  any  other 
carrier  Which  makes 
sense.  We  use  our  own  customs  brokers.  Our  own 
people  pick  up  and  deliver  And  we  have  three 


DHL 

OLTPERFORMS 

FEDERAL  &  LPS 

BY  DAYS. 


CURRENT  TRANS  T  T  MKS 


FROM 


TO 


DHL  FEDERAL  UPS 


NEW  YORK  ROME,  ITALY 


CHICAGO  LONDON,  ENGLAND 


NEW  YORK  GENEVA,  SWITZERLAND 


MIAMI 


RIO  DE  JANEIRO,  BRAZIL 


NEW  YORK  MILAN,  ITALY 


NEW  YORK  BRUSSELS,  BELGIUM 


CHICAGO  CAMBRIDGE,  ENGLAND 


MIAMI 


TRINIDAD,  BOLIVIA 


NEW  YORK  MANNHEIM,  W.GERMANY 


Partial  listing  of  the  187  countries  we  serve  Transit  times  in  days. 


times  the  experience  of  Federal  Express  or  UPS. 

Even  around  the  world,  we're  the  vehicle  of  tomor- 
row. For  immediate  pickup,  dial  1-800-CALL-DHL. 


FASTER  TO  MORE  OE  THE  WORLD 


People  in  the  U.S.  pay  scant  attention  to 
Canada.  Canadians  frequently  respond 
with  paranoia.  But  the  U.S.  media  could 
soon  find  Canada  a  lot  less  boring.  And 
Canadians  could  have  more  to  worry 
about  than  U.S.  cultural  imperialism. 

c 

Divorce  to 
the  north? 


By  Peter  Brimelow 


CANADA  SHOWS  distinct  signs  of 
coming  apart  at  the  seams.  It  is 
clear  that  our  northern  neigh- 
bor can  no  longer  satisfy  within  its 
present  political  framework  the  aspi- 
rations of  its  25  million  citizens — 
notably  the  6  million  French  speak- 
ers, almost  all  of  whom  live  in  the 
province  (or  state)  of  Quebec. 

Ottawa's  latest  effort  at  constitu- 
tional reform  is  the  complex  "Meech 
Lake  Accord."  But  this  reconciliation 
attempt  is  generally  expected  to  ex- 
pire unratified  by  the  provinces  on  its 
June  23  deadline.  There  are  fears  that 
Robert  Bourassa,  Quebec  provincial 
premier,  may  begin  moving  toward 
separatism,  and  that  the  June  24th  St. 
Jean  Baptiste  Day  parade,  traditional- 
ly a  rallying  point  for  Quebec  nation- 
alists, may  end  in  violence. 

Exactly  ten  years  ago  Canada's  last 
Quebec  crisis  culminated  in  the  de- 
feat of  a  separatist  referendum  (but 
with  about  half  the  province's  French- 
speakers  voting  oui).  The  U.S.  foreign 
policy  establishment,  always  ruffled 
by  any  hint  of  political  instability  in 
Canada,  was  greatly  relieved. 

But  now  another  crisis  is  looming. 
And  this  time  around,  the  business 
community  at  least  seems  less  totally 
terrified.  Both  New  York's  Merrill 
Lynch  and  Quebec's  Bank  of  Montreal 
have  completed  reports  saying  that  an 
independent  Quebec  would  be  eco- 
nomically viable.  Quebec  business- 
men like  Cascades'  Bernard  Lemaire 
and  Le  Mouvement  Desjardms' 
Claude  Beland  have  been  quoted 
sounding  positively  cheerful  about 
the  prospect. 

What's  going  on  here? 


Forbes'  handy  two-point  guide: 

•  Quebec  is  slowly  emerging  as  a 
nation-state  on  the  European  model. 

•  Canada's  Victorian  British-style 
parliamentary  system  is  finally  buck- 
ling under  the  strain  of  representing  a 
continent-size  country,  for  which  it 
was  never  designed. 

But  isn't  Canada  a  bilingual,  bicultur- 
al  ftation? 

That's  what  Ottawa  would  like  ev- 
eryone to  believe.  But  it's  just  not 
true.  Only  about  16%  of  Canadians 
are  bilingual.  Most  of  these  bilinguals 
live  in  or  near  Quebec.  And  only 
about  a  third  of  them  arc  native  En- 
glish-speakers; the  overwhelming  ma- 
jority of  English  Canadians  know 
scarcely  a  word  of  French.  Ottawa's 
insistence  on  hiring  bilinguals  so  it 
can  operate  its  huge  bureaucracy 
coast-to-coast  in  both  languages  is  an 
explosive  issue  in  English  Canada, 
particularly  since  the  Quebec  provin- 
cial government  has  declared  itself 
unilingually  French  and  has  even 
moved  against  the  public  display  of 
English-language  signs  by  private 
businesses. 

Quebec,  on  the  other  hand,  has  all 
the  makings  of  a  nation-state  in  the 
classic  political  science  sense.  It  is 
ethnically,  linguistically  and  cultural- 
ly homogeneous.  And  over  many 
years  it  has  increasingly  established 
control  over  its  own  institutions, 
from  the  hydroelectric  industry  (na- 
tionalized and  now  French-speaking) 
and  pension  schemes  (Quebec's  is 
separate  from  Canada's)  to  politics. 

Canada's  people  are  voting  against 
Ottawa's  bilingual,  bicultural  baffle- 
gab with  their  U-Haul  trucks.  Census 
figures  show  that  both  the  English- 
speaking  minority  in  Quebec  and  the 
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French-speaking  minority  outside  of 
Quebec  are  diminishing  steadily.  Just 
between  198 1  and  1986,  the  propor- 
tion of  Quebec's  population  that 
spoke  English  at  home  fell  from 
I2.7.%  to  12.3%.  The  proportion  of 
the  rest  of  Canada's  populatioh  that 
spoke  French  at  home  fell  from  3.8% 
to  3.6%. 

What 's  this  about  Caiuicki  's  lintisJj-st)le 
corLstitution? 

Canada's  federal  government  is' 
drawn  directly  from  the  House  of 
Commons,  as  in  Britain.  The  House  of 
Commons  is  elected  on  a  first-past- 
thc-post,  equal-size  district  system.  In 
other  words,  it  weighs  only  popula- 
tion, without  regard  to  the  different 
regional  communities.  The  U.S. 
Founding  Fathers  got  around  this 
problem  by  inventing  the  Senate,  to 
which  each  state,  regardless  of  size, 
sends  two  members.  Canada  has  a 
Senate,  but  it  is  appointive  and  has 
become  moribund.  Thus,  although 
Canada's    provinces    have    in    some 
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Possibly  disputed: 

Rupert's  Land,  former  Hudson's  Bay 
Company  territory  attached  to 
Quebec  only  in  1898  and  1912; 
Labrador,  awarded  to  Newfoundland 

by  judicial  decision  in  1927. 
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Canada*^  languages 

Canada's  6  million  native  French- 
speakers  are  heavily  concentrated: 
96%  live  in  the  areas  indicated,  in- 
cluding 88%  in  Quebec;  only  about 
185,000  in  the  rest  of  the  country. 
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ways  more  internal  authority  than 
U.S.  states,  they  have  no  institution- 
alized power  at  the  country's  center. 
On  a  national  level,  Canada  is  in  ef- 
fect a  unitary  state. 

This  constitutional  quirk  has  had 
profound  effects  on  Canada's  politics 
and  economics.  Historically,  it  has 
meant  that  the  two  most  populous 
provinces,  Ontario  and  Quebec,  have 
dominated  the  national  agenda.  The 
centurylong-Canadian  love  affair  with 
protectionisjn  benefited  these  central 
provinces'  manufacturers  and  dispro- 
portionately disadvantaged  the  pe- 
ripheral Atlantic  and  Western  prov- 
inces by  denying  them  cheaper  im- 
ports. More  recently,  Ottawa's  1980 
National  Energy  Program,  trumpeted 
as  a  "Canadianization"  measure,  ac- 
tually expropriated  some  C$50  billion 
of  windfall  profits  from  Western  Can- 
ada's oil  producers. 

Canada's  regions  have  always  been 
restive — and  now,  with  the  West's 
population  growing  to  exceed  Que- 


bec's, they  may  have  the  muscle  to 
change  things.  One  symptom:  The 
1988  Free  Trade  Agreement  with  the 
U.S.  passed  with  Western  support 
over  Ontario's  objections. 

And,  in  a  little-noted  development 
potentially  at  least  as  significant  for 
Canada  as  the  Quebec  question,  a 
newcomer  to  the  political  scene,  the 
Reform  Party,  has  begun  winning 
elections  in  Western  Canada.  This 
new  Edmonton-based  conservative 
group  is  headed  by  Preston  Manning, 
the  son  of  a  former  Alberta  premier. 
Polls  currently  indicate  that  in  a  fed- 
eral election  it  could  well  oust  Prime 
Minister  Brian  Mulroney's  Progres- 
sive Conservative  Party  from  its  tradi- 
tional Western  heartland. 

The  Reform  Party  wants  constitu- 
tional change,  including  an  elected 
Senate.  If  it  holds  the  balance  of  pow- 
er in  the  next  Parliament,  it  may  well 
be  able  to  get  it. 

But  is  a  separate  Quebec  viable? 

Yes.     An     independent     Quebec 


would  have  a  population  of  6.5  mil- 
lion, comparable,  say,  with  Switzer- 
land or  Sweden,  which  have  6.5  mil- 
lion and  8.4  million  people  respec- 
tively. Its  GNP  would  be  some  $120 
billion;  Austria's  is  about  $117  bil- 
lion, Denmark's  $101  billion.  Its 
land  area  would  be  524,000  square 
miles;  Austria's  is  32,374,  Den- 
mark's a  mere  16,633.  Its  debt-to- 
GNP  ratio,  if  it  assumed  a  share  of 
Canada's  national  debt  'oroportionate 
to  its  population,  would  be  about  the 
same  as  Japan's — or  Canada's  now. 

In  the  1980  referendum,  federalist 
spokesmen  repeatedly  brandished  the 
economic  benefits  Quebec  allegedly 
received  from  remaining  in  Canada. 
But  this  argument  is  increasingly  dif- 
ficult to  make. 

"You  can't  demonstrate  that  the 
flow  of  federal  transfer  payments  and 
expenditures  into  Quebec  exceeds  the 
flow  of  tax  revenues  out  of  Quebec  by 
much  more  than  $100  per  head  per 
year,"  says  Michael  Walker,  execu- 
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Americas  Society's  Lansing  Lamont 
This  time  ia  d^erent. 


tive  director  of  the  Vancouver-based 
Fraser  Institute.  "The  net  gain  used  to 
be  considerably  larger." 

Historically,  says  Walker,  Quebec 
did  benefit  along  with  Ontario  from 
Canada's  tariffs.  And,  he  adds,  the 
province  certainly  gains  from  "regula- 
tory transfers" — Ottawa's  tendency 
to  skew  its  pervasive  intervention 
into  Canada's  economy  to  subsidize 
its  most  troublesome  constituency. 
For  example,  Quebec  farmers  receive 
a  disproportionate  amount  of  agricul- 
tural production  quotas. 

But  although  individual  Quebec  in- 
terests may  profit  from  these  distor- 
tions, the  province's  overall  economic 
welfare  might  well  be  enhanced  if 
they  were  altogether  removed.  This 
was  precisely  the  conclusion  the  Que- 
bec elite  appears  to  have  reached  in 


1988  about  tariffs.  Both  Robert  Bour- 
assa's  nominally  federalist  Quebec 
Liberal  government  and  Jacques  Pari- 
zeau's  avowedly  separatist  Parti  Que- 
becois  supported  the  Free  Trade 
Agreement,  much  to  the  dismay  of 
Ontario.  Quebec's  newly  developed 
French-speaking  business  class  was 
particularly  enthusiastic  (and,  signifi- 
cantly, is  vocally  confident  about  its 
ability  to  flourish  separately  from 
Canada). 

All  of  which  points  to  a  great  late- 
20th-century  truth,  equally  valuable 
to  the  emerging  countries  of  Eastern 
Europe  as  to  North  America:  A  country 
that  has  no  external  enemies  and  free 
trade  car.  he  politically  independent  re- 
gardless oj  Us  size.  It  can  get  economies 
of  scale  without  accepting  rule  by  a 
larger  country. 


Paradoxically,  Canada 
needed  the  Free  Trade 
Agreement  with  the  U.S. 
because  its  economy  was 
showing  unmistakable 
signs  of  becoming  pot- 
bound.  But  simultaneous- 
ly the  FTA  has  removed 
the  economic  rationale  for 
Quebec,  or  any  other 
province,  to  remain  in 
Canada.  With  the  far 
broader  U.S.  market  open 
to  the  provinces,  they  no 
longer  need  a  guaranteed 
position  in  the  much 
smaller  Canadian  market. 
What  hc^pens  now? 
It's  still  not  impossible 
that  the  Meech  Lake  Ac- 
cord will  be  salvaged,  or  at 
least  fudged.  Canadian 
politicians  get  a  childish 
thrill  out  of  cliff -hanging, 
all-night  dramas. 

But  note  that  the  Meech 
Lake  Accord  itself  actual- 
ly yields  to  Quebec's  step- 
by-step  quest  for  autono- 
my, in  the  guise  of  recog- 
nizing the  province's  right 
to  protect  its  French- 
speaking  "distinct  socie- 
ty." This  is  why  former 
Prime  Minister  Pierre 
Trudeau,  a  fanatical  anti- 
separatist,  has  denounced 
it  so  fiercely. 

At  the  other  extreme. 
Prime  Minister  Brian 
Mulroney's  majority  in 
Ottawa  contains  a  large 
number  of  Quebec  nation- 
alists who  signed  up  as 
Progressive  Conservatives 
for  purely  tactical  reasons. 
Several    have    said    they 

will    quit    the    party    if 

Meech  Lake  fails.  If  only  19  do  so  and 
vote  with  the  opposition,  they  could 
bring  down  the  government  and  pre- 
cipitate a  general  election.  Polls  indi- 
cate that  Mulroney,  deeply  unpopular 
because  of  high  interest  rates  and  tax 
increases,  will  be  annihilated. 

However,  don't  expect  anything  un- 
til after  Sept.  4.  That's  when  the  75 
Members  of  Parliament  first  elected 
with  Mulroney's  government  in  1984 
qualify  for  their  indexed  pensions. 

Perhaps  the  most  probable  result:  a 
period  of  tense  muttering  and  maneu- 
vering until  the  next  federal  election, 
which  must  be  called  by  1993.  Que- 
bec's Bourassa  has  established  a  party 
committee  to  review  his  options,  and 
will  presumably  hide  behind  this  un- 
less pressed  too  hard  by  the  Parti  Quc- 
becois,   which   has   recently   moved 
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ahead  in  the  opinion  polls. 

Canada  went  through  a  similar  pe- 
riod before  the  1980  referendum.  "But 
there  are  two  differences  now,"  says 
Lansing  Lamont,  director  of  the  Cana- 
dian Affairs  Division  of  New  York's 
Americas  Society.  "First,  this  time 
it's  the  Quebec  business  community 


that's  confident  about  separation. 
Second,  English  Canada  is  much  more 
inclined  to  say,  'Go!'  " 

More  important  than  the  immedi- 
ate result  is  the  long-term  trend.  As 
Merrill  Lynch's  Joseph  C.  Taylor 
wrote  in  his  report:  "...  it  seems  in- 
evitable that  the  separatist  issue  will 
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Fraser  Institute's  Michael  Walker 

Smooth  water  ahead — but  rapids  first. 


alternately  smolder  and  burst  into 
flame  vmtil  some  measure  of  satisfac- 
tory independence  is  achieved  by 
Quebec." 

The  obvious  solution:  a  Canadian 
version  of  the  European  Community, 
a  common  market  embracing  several 
sovereign  states  linked  by  some  su- 
pranational institutions  and  perhaps  a 
common  currency.  Ironically,  this  is 
pretty  close  to  the  "sovereignty-asso- 
ciation" that  the  Parti  Quebecois  pro- 
posed in  1980. 

But  this  solution  would  leave  Cana- 
da's federal  politicians  and  civil  ser- 
vants searching  for  a  role — just  like 
Jacques  Delors  and  the  European 
Community's  Brussels  bureaucracy. 

Along  with  the  educational  indus- 
try and  the  Toronto-centered  media 
elite,  this  means  the  whole  of  Cana- 
da's "New  Class"  will  let  out  a  howl 
that  will  certainly  be  heard  in  the  U.S. 
But  they  howled  about  the  Free  Trade 
Agreement,  too.  The  Canadian  elec- 
torate ignored  them. 

What  does  this  mean  for  the  U.S.? 

"From  the  point  of  view  of  the  for- 
eign investor,"  says  the  Fraser  Insti- 
tute's Michael  Walker,  "Canada  at 
the  moment  is  smooth  water.  And  a 
Common  Market-type  arrangement 
could  be  very  smooth  water.  But  there 
would  be  rapids  in  between." 

Rapids?  It  is  undeniable  that  with 
so  many  sensitive  egos  and  vested  in- 
terests, a  lot  of  nasty  accidents  could 
happen.  Ottawa  has  been  rurming  pro- 
portionately larger  federal  deficits 
than  Washington,  and  its  dependence 
on  foreign  investors  has  sharply  in- 
creased. The  key  question:  Will  the 
foreign  creditors  accept  that  the  un- 
derlying economic  relationships  need 
not  be  disturbed  by  political  changes? 

From  the  American  point  of  view, 
some  nice,  or  at  least  flattering,  things 
could  happen,  too.  Canadian  opinion 
polls  consistently  show  a  hardy  mi- 
nority in  favor  of  joining  the  U.S.  The 
premier  of  Nova  Scotia  recently  spec- 
ulated that  his  province  might  consid- 
er the  possibility  if  Meech  Lake  fails. 

Former  White  House  communica- 
tions director  Pat  Buchanan  caused 
uproar  in  Canada  by  urging  in  his  syn- 
dicated column  that  the  U.S.  prepare 
to  admit  any  refugee  provinces.  The 
vehemence  of  that  uproar  had  a  suspi- 
ciously nervous  quality. 

"  'Rich  by  nature,  poor  by  policy' 
might  be  written  over  Canada's 
door,"  wrote  Goldwin  Smith,  Cana- 
da's de  Tocqueville,  in  his  1891  clas- 
sic Canada  and  ttje  Canadian  Questiott. 
The  policies  are  being  altered — but 
not  so  fast  that  some  disgruntled 
province  might  not  kick  the  door 
down  and  escape.  ■ 
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One  nation,  one  language,  indivisible, 
with  liberty  and  justice  for  all  Before  bow- 
ing to  those  who  want  to  make  the  U.S. 
bilingual,  we  would  do  well  to  study  what 
bilingualism  has  done  to  Canada. 

Do  we  want 
Quebec  here? 


By  Howard  Banks 


Tl  HE  ONE  absolutely  certain  way 
of  bringing  this  nation  to  ruin, 
of  preventing  all  possibility  of 
its  continuing  to  be  a  nation  at  all, 
would  be  to  permit  it  to  become  a 
tangle  of  squabbling  nationalities."  So 
warned  Teddy  Roosevelt  in  1915. 
We  have  avoided  that  danger  here — 


which  Canada  clearly  has  not  (see pre- 
vious article).  We  have  avoided  it  in 
part  because  of  the  common  use  of 
English  by  all  of  the  immigrants  that 
make  up  America:  Adopting  the  En- 
glish language  has  always  been  part  of 
becoming  American.  Relative  ease  of 
communication  in  a  single  language 
has  provided  a  kind  of  national  glue,  a 
common  thread  to  the  creation  and 


A  bilingual  eletnentary  school.  Washington,  D  C. 

Once  they're  fluent  in  English,  the  school  loses  $350  a  year  per  pupil. 


development  of  a  nation  that  is  spread 
over  a  wide  area  and  harbors  diverse 
interests,  beliefs  and  national  origins. 

But  a  threat  to  that  thread  is  emerg- 
ing in  the  increasingly  strident  politi- 
cal campaign  for  separate  Spanish 
teaching.  Fortunately,  most  Hispanic- 
Americans  don't  support  the  idea.  A 
loud  minority  of  Hispanic  politicians 
and  leftish  liberals  do. 

"There  are  obvious  differences 
[with  Canada],  but  the  parallels  are 
clear  enough,"  says  Kathryn  Bricker, 
executive  director  of  U.S.  English. 
This  is  the  organization  founded  by 
former  Senator  S.I.  Hayakawa  to  pur- 
sue his  idea  of  a  constitutional 
amendment  that  would  make  English 
the  official  language  of  the  U.S. 

Bilingual  teaching  began  as  an  off- 
shoot of  the  civil  rights  movement  in 
the  1960s.  It  was  at  first  intended  to 
help  so-called  lep  kids  (for  limited- 
English-proficient)  get  into  the  main- 
stream of  economic  life  by  teaching 
them  English.  But  it  has  turned  into  a 
monster  born  out  of  a  loosely  worded 
1974  decision  from  the  Supreme 
Court  (Lau  v.  Nichols).  This  con- 
cerned a  complaint  by  a  Chinese  that 
his  children  were  not  being  taught 
English  adequately  in  the  local  public 
schools.  One  possible  remedy  listed 
by  Justice  William  Douglas  was 
teaching  the  children  in  Chinese. 

And  then  the  predictable  happened. 
The  Department  of  Education  was  es- 
tablished in  the  Carter  era  and  was 
looking  for  something  to  do.  Why  not 
promote  bilingualism?  There  would 
be  jobs  and  money  in  it.  So  it  didn't 
take  the  bureaucrats  long  to  launch  a 
vast,  federally  funded  bilingual  educa- 
tion program.  Because  by  far  the  larg- 
est number  of  immigrants  today  come 
from  Spanish-speaking  countries, 
Spanish  was  the  logical  co-language. 

In  many  areas  of  the  country  where 
there  are  concentrations  of  Spanish- 
speaking  kids,  bilingual  education  has 
in  practice  turned  into  mostly  Span- 
ish teaching.  "If  it  is  measured  against 
the  original  intent,  to  teach  English  to 
disadvantaged  children,  it's  a  failure. 
If  it  had  been  intended  to  teach  Span- 
ish, It  would  have  been  a  tremendous 
success,"  says  Bricker. 

The  clearest  indication  of  failure  is 
the  high  dropout  rate  of  Hispanic  high 
school  kids.  Since  the  early  1970s,  the 
dropout  rate  for  white  children  has 
been  tending  down  slightly.  The  drop- 
out rate  for  black  kids  has  more  or  less 
halved  and  is  now  roughly  the  same  as 
for  whites.  The  exception  is  for  His- 
panics.  Their  dropout  rate  is  stub- 
bornly high,  roughly  double  that  for 
the  other  groups,  and  the  trend,  if 
anything,    has   recently   been   rising 
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slightly.  Yet — and  here's  an  apparent 
paradox — Spanish- speaking  Ameri- 
cans have  a  lower  unemployment  rate 
than  blacks  and  slightly  higher  aver- 
age earnings.  How  come? 

A  survey  by  the  Civil  Rights  Com- 
mission has  found  that  when  the  dif- 
ferences in  educational  attainment, 
and  especially  for  proficiency  in  En- 
glish, are  eliminated,  what  emerges  is 
that  Hispanics  do  as  well  as  the  rest  of 
the  population.  A  logical  conclusion 
is  that  the  poor  language  proficiency 
of  many  Hispanics  is  dragging  down 
their  average  economic  performance. 

The  issue  of  Spanish-language 
teaching  of  Hispanics  is  emotion- 
charged.  Merely  raising  questions 
about  the  efficiency  of  the  so-called 
bilingual  program  often  leads  to  accu- 
sations of  racism.  Such  noises  come 
mainly  from  those  that  benefit  most 
from  these  programs — Hispanic  poli- 
ticians, bureaucrats  whose  careers  de- 
pend on  the  programs,  the  providers  of 
textbooks  in  Spanish  and,  maybe, 
some  teachers  who  retain  their  jobs 
(and  sometimes  get  a  bonus)  because 
they  speak  Spanish. 

It's  a  big  economic  issue,  too,  for 
these  groups.  A  guesstimate  by  the 
Education  Department  suggests  that 
when  the  $160  million  cost  of  the 
Bilingual  Education  Act,  1974,  is  add- 
ed to  other  programs  involved  in  bi- 
lingual education,  the  cost  reaches 
$1.5  billion  a  year.  Each  child  in  bilin- 
gual education  is  "worth"  around 
$350  a  year  to  a  school.  But  "once 
they  become  fluent  in  English,  the 
school  district  loses  its  bilingual 
funding,"  explains  Sally  Peterson,  a 
teacher  for  26  years  at  Glenwood  Ele- 
mentary School,  Sun  Valley,  Calif., 
and  founder  of  the  20,000-member 
Learning  English  Advocates  Drive. 

The  crying  shame  is  how  badly  that 
money  serves  those  it  is  intended  to 
help.  As  jobs  tend  away  from  assem- 
bly-line work,  where  little  language  is 
involved,  to  computer  screens,  pay 
and  working  conditions  depend  on 
educational  and  English  attainment. 
Today's  anti-English  bias,  it  seems, 
sentences  too  many  minority  school 
leavers,  particularly  Hispanics,  to  a 
second-class  economic  life. 

Typically,  the  pols'  response  is  to 
call  for  yet  more  money  to  be  poured 
into  a  failed  program.  Fortunately, 
most  Hispanic-Americans  don't  buy 
those  arguments.  A  government  sur- 
vey asked  Hispanic  parents  to  rank  70 
items  in  importance  to  their  children's 
education.  Teaching  them  English 
was  third;  teaching  them  Spanish  was 
third,  too,  but  from  the  bottom.  A 
recent  poll  by  the  San  Francisco  Chroni- 
cle showed  that  69%    of  Hispanics 


Bilingualisiii:  a  wolf  in  sheep's  clothing 


Ex-Senator  S.I.  Haya- 
kawa,  84,  is  a  little 
frail  these  days.  But  he 
clearly  recalls  why  in 
198 1  he  laimched  the 
campaign  for  a  constitu- 
tional amendment  to 
make  English  the  official 
language  of  the  U.S. 
With  the  implementa- 
tion of  laws  like  the  Bi- 
lingual Education  Act, 
1974,  the  U.S.  govern- 
ment was  for  the  first 
time  encouraging  people 
not  to  learn  English.  Ha- 
yakawa  saw  what  other 
politicians  chose  to  ig- 
nore: that  this  could 
mark  the  beginning  of 
the  end  of  the  great 
American  experiment. 
Bilingualism  was  a  wolf 
in  sheep's  clothing. 

He  is  the  eldest  son  of 
a  Japanese  couple  who 
lived  in  Canada.  "We 
were  in  a  neighborhood  with  Scots 
and  English.  My  father  spoke  and 
wrote  good  English  and  I  spoke  En- 
glish with  my  brother  and  sisters. 
My  mother  never  learned  English 
worth  a  damn,  so  we  spoke  Japa- 
nese with  her."  He  got  his  master's 
in  English  from  McGill  University 
in  Montreal,  Quebec,  where  he 
paid  his  way  working  as  a  cab  driv- 
er. "I  spoke  French  there — when  it 
was  necessary,"  he  remembers. 

So  there's  no  Anglo-snobbism 
here,  and  Hayakawa  rejects  the  no- 
tion that  other  languages  are  not 
worth  learning.  But  he  remains 
convinced  of  the  need  for  a  consti- 
tutional amendment,  the  task  now 
of  U.S.  English,  the  Washington- 
based  foundation  he  created  when 


Former  Senator  S.I.  Hayakawa 

English  "turned  out  to  be  a  blessing.' 


he  retired  from  the  Senate  in  1983. 
Hayakawa  knows  the  vibrant 
new  culture  created  here  is  largely 
a  result  of  the  use  of  a  common 
language,  English.  His  amendment 
would  put  into  law  the  country's 
political  and  social  reality  and 
clear  away  the  mixed  signals  given 
since  the  1970s  to  immigrants.  "In 
the  early  days  of  the  U.S.  there  was 
a  great  deal  of  pressure  for  one  lan- 
guage and  we  all  learned  English," 
he  says.  "It's  turned  out  to  be  a 
blessing."  It's  a  blessing  many  non- 
Hispanics  would  do  away  with, 
some  out  of  a  naive  desire  to  help 
immigrant  children,  even  though 
the  polls  show  Spanish-speaking 
parents  want  their  children  educat- 
ed in  English.— H.B. 


approved  of  English  being  the  official 
state  language  in  California. 

But  the  proponents  of  bilingualism 
tend  to  be  types  who  know  what  is 
best  for  other  people,  even  if  the  ma- 
jority doesn't  agree. 

So,  would  a  constitutional  amend- 
ment, as  proposed  by  ex-Senator  Ha- 
yakawa (see  box)  and  now  by  Repre- 
sentative William  Emerson  (R-Mo.), 
solve  the  problem?  It  wouldn't  hurt. 

To  oppose  bilingualism  is  not  the 
same  thing  as  opposing  the  teaching 
of  foreign  languages.  It  is  merely  to 
insist  that  to  be  American  one  should 
understand  English — a  not  very  oner- 


ous requirement.  In  any  case,  some  23 
states,  from  Arizona  to  Virginia,  have 
passed  or  have  pending  legislation  to 
make  English  the  official  language. 

Bilingualism  undermines  the  very 
basis  on  which  this  country  has  been 
built:  assimilation  of  diverse  nation- 
alities into  a  new  nationality.  Many 
intellectuals  scorn  what  this  country 
represents,  and  for  them  bilingualism 
is  a  handy  tool.  It  is  a  handy  tool,  too, 
for  those  looking  for  ways  to  pry  mon- 
ey out  of  the  taxpayer.  But,  as  Canadi- 
ans have  learned,  it  is  not  a  good  way 
to  create  a  national  identity  or  pre- 
serve national  unity.  ■ 
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Wrc  cctticemed  about 
the  abuse  of  our  pxxlucts. 

And  wete  doing 
something  about  it 


Know  When  To  Say  When 

This  nationwide  consumer  education  and 
awareness  campaign  began  in  1983  and  is 
designed  to  encourage  responsible  con- 
sumption of  beer.  A  series  of  prime  time 
television  commercials  and  other  promo- 
tional materials  reminds  consumers  not  to 
overindulge,  and  provides  suggestions 
to  bartenders  and  hosts  on  responsible  serv- 
ing.  "Know  When  To  Say  When" 
has  allowed  us  to  apply  our 

i  ^A  marketing  expertise  and 
\l   deliver  a  message  of  personal 

v^JM    '■^sponsibility  to  a  broad 

'   JM    cross  section  of  the  American 

/^T      public. 


Family  Talk  About  Drinking  _ 

This  program  features  a  series  of  informa- 
tive guides  written  in  conjunction  with 
prominent  authorities  on  children,  family 
counseling,  and  alcohol  research. 
The  guides  cover  everything  from  the 
effects  of  peer  pressure  and  recognizing 
teenage  drinking  problems  to  drinking  and 
driving  and  the  community  resources 
available  to  you  and  your  kids.  For  copies, 
just  call  1-800-3 59-TALK. 

Piimih  Talk 
VlxHit  1)H  liking  J 

r 

I'm  Driving. 


We  support  the  designated  driver  concept 
through  sponsorship  of  the  "I'm  Driving" 
program.  "I'm  Driving "  is  promoted  with 
counter  cards,  table  tents,  buttons  and  other 
educational  materials.  This  program  is  not  a 
substitute  for  responsible  drinking,  but  it 
offers  a  sensible  option  in  potential  drunk 
driving  situations. 


Pit  Stop. 


This  program  was  developed  to  encourage 
responsible  behavior  by  college  students 
during  Spring  Break  and  other  school  vaca- 
tion periods.  In  cooperation  with  local  and 
state  governments,  'Pit  Stop"  personnel 
provide  coffee,  doughnuts  and,  to  those  of 
legal  drinking  age,  a  message  of  personal 
responsibility  and  caution  at  state-owned 
rest  areas  along  major  highways.  "Pit  Stop" 
has  been  so  successful  that  it  has  been 
expanded  to  other  travel  occasions. 


Alert  Cab 

This  program  offers  a  free  or  reduced-priced 
taxi  ride  home  to  customers  in  taverns  or  res- 
taurants who  have  chosen  not  to  drive  after 
drinking.  Alert  Cab  is  no  substitute  for  safe 
and  responsible  dririking,  but  it  can  add  a 
greater  margin  of  safety  for  these  customers 
and  others  in  the 
community 


Your  Alcohol  I.Q 

This  program  is  designed  to  educate  con- 
sumers about  alcohol  use  in  an  easy-to- 
understand,  entertaining  format.  A  video 
starring  "LA  Laws"  Michael  Tucker  and  Jill 
Eikenberry  takes  the  viewer  through  the 
truths  and  myths  surrounding  alcohol. 
Anheuser-Busch  has  developed  this  pro- 
gram in  the  belief  that  education  is  the  best 
tool  available  to  encourage  responsible  con- 
sumption and  reduce  abuse.  "Your  Alcohol 
I.Q."  is  available  as  a  free  rental  at  25,000 
video  outlets  around  the  country 


At  Anheuser-Busch  we,  like  any 
/\  responsible  manufacmrer,  are 
r'\  concerned  by  the  abuse  of 
JL   JL  our  products. 

The  vast  majority  of  the  80  mil- 
lion Americans  who  enjoy  beer  do 
so  responsibly  But  those  few  who 
abuse  it  can  have  an  impaa  far 
beyond  their  numbers.  An  impact 
that  reflects  on  us  as  a  company  on 
our  products  and  employees,  and 
on  the  much  larger  population  of 
responsible  beer  drinkers. 

On  this  page  you'll  find  a  brief 
introduction  to  a  few  of  the  pro- 
grams we've  created,  or  help  spon- 
sor, to  lessen  that  impact. 

The  absolute  solution  to  the 
abuse  of  alcohol  isrtt  on  this  page. 
That's  a  challenge  our  society  as  a 
whole  has  before  it.  We  must  all 
continue  to  take  the  problem  seri- 
ously as  parents,  hosts,  friends  and 
citizens. 

As  a  brewer  we  feel  an  added 
responsibility  The  ancient  craft  we 
practice  is  designed  to  produce  a 
beverage  of  friendship,  refreshment 
and  moderation.  We  brew  beer  to  be 
enjoyed  responsibly 

If  you  have  comments  or  sug- 
gestions, please  le^  us  hear  from  you 
And  please  take  a  tew  moments  to 
see  it  you  can  play  a  role  in  any  of 
the  programs  mentioned  here.  We'd 
welcome  your  help. 

We  brewour  beers 
to  be  enjoyed... 
'  responsibly 

For  more  information  write:  Anheuser-Busch, 
Inc.  Consumer  Awareness  and  Education,  One 
Busch  Place,  St.  Louis,  MO  63118. 

©  1989.  Anhcuser  Busch.  Inc,  Si  Louis.  Mo 


it  of  the  time  we  work  on  challenging  problem! 

We're  at  home  on  the  high  seas. 

Track  Plotters. 

For  more  than  40  years,  Raytheon 

Sportfishing  is  a  tough  and 

has  been  supplying  the  Navy  and 

competitive  sport.  It's  a  race 

commercial  vessels  with  the 

against  time  and  a  race  against 

latest  in  electronic  equipment. 

other  fishermen. 

During  that  time,  we've 

Our  electronic  equipment  helps 

solved  many  complex  problems 

fishermen  get  to  the  fish  faster 

for  big  ships. 

and  find  them  easier. 

But  there's  another  side  to  our 

A  fully  equipped  sportfishing  boat 

marine  electronic  business. 

represents  a  serious  investment. 

Raytheon  makes  a  complete 

Naturally,  the  sport  fisherman 

line  of  integrated  electronic 

takes  his  fishing  seriously. 

equipment  for  *«port  fishermen. 

So  do  we. 

Fish  Finders.  Radar.  Loran. 

Raytheon  Company.  141  Spring 

Global  Positioning  Systems. 

Street,  Lexington,  MA  02173. 
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we  also  go  fishing. 


Ravtheon 


Where  quality  starts  with  fundamentals 


By  Michael  Novak 


The  Larger  Context 


The  Communist  Party  has  collapsed  in 
Eastern  Europe,  but  the  communist 
apparatus  still  controls  many  aspects  of 
daily  life.  Now  comes  the  hard  part. 

MOMENT 
OF  MIRACLE 


winds  of  history.  If  you  ever  wished 
to  live  in  a  revolutionary  time — 
1776,  say,  or  1789  or  1848—1989-90 
is  such  a  time. 

The  hatred  for  communism  is  in- 
tense; people  volunteer  this  on  all 
occasions.  Nonetheless,  practically 
everything  below  the  highest  levels 
is  still  being  run  by  Communist 
Party  apparatchiks.  "Don't  call  us 
free,"  a  young  Pole  admonished  me. 
"Almost  everything  in  Poland  is 
still  owned  by  the  state.  They  still 
control  all  permissions,  privileges 
and  access.  We  do  not  feel  free." 

In  Czechoslovakia,  public  resent- 
ment is  building  up  because,  six 
months  after  the  revolution,  the 
hated  secret  police  are  still  on  the 
payroll  and  (some  think)  up  to  the 
same  old  work.  Those  who  suffered 
under  their  whip  find  this  intoler- 
able. It  is  known  that  the  secret 
police  have  a  list  of  150,000  paid 
informers,  and  perhaps  enough  oth- 
er material  to  destroy  careers  for 
many  years  to  come. 

This  much-despised  police  force 
"squeezed"  co-workers  in  every 
field  to  report  on  one  another.  Slo- 
vakia's leading  sculptor  lost  his  po- 
sition overnight,  and  his  six  chil- 
dren were  barred  from  further  at- 
tendance at  the  university  and 
secondary  schools,  because  a  single 
religious  act  of  his  had  been  report- 
ed. A  Czech  tells  how  hard  it  was  to 
teach  young  children  about  reli- 
gion, lest  in  their  naivete  they  say 
something  at  school  that  would 
bring  disaster.  For  signing  an  appeal 
for  religious  liberty,  atomic  physi- 
cist Pavel  Bratinka  spent  12  years  at 
manual  labor,  9  as  a  coal  stoker. 
The  job  did  not  keep  him  busy  all 
day:  He  learned  to  finish  it  in  40 
minutes  or  so.  As  a  result,  he  was 


Until  several  weeks  ago,  the  Muse- 
um of  Modem  Atheism  occupied  a 
large  Franciscan  monastery  in  Brati- 
slava; now  closed,  the  museum  to- 
day displays  on  its  plate-glass  win- 
dow a  triumphant  poster  of  a  smil- 
ing Pope  John  Paul  II.  In  Prague,  the 
splendid  Communist  Party  building 
at  the  foot  of  Wenceslas  Square  now 
hums  busily  with  the  work  of  the 
dissident  democratic  organization 
Civic  Forum. 

Central  Europe — and  particularly 
Czechoslovakia  and  Poland,  where  I 
spent  ten  days  in  early  May — is  still 
savoring  a  sense  of  the  miraculous: 
the  sudden  internal  collapse  of  the 
once-arrogant  communist  appara- 
tus. Even  an  unshaken  Marxist  in 
Plague,  who  disdains  the  medieval 
liturgy  of  the  church  once  again  vis- 
ible on  television,  remarks  wistful- 
ly to  his  young  daughter  that,  com- 
pared with  the  church's  millenni- 
um-long run,  communism  has 
exhausted  its  popular  support  in 
only  70  years. 

Just  to  be  in  Central  Europe  at 
this  time  is  to  hear  the  rush  of  the 


Philosopher,  journalist  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterpruie 
Institute  in  Washington,  DC.  Among  his 
recent  hooks  are  Taking  Glasnost  Seriously 
and  Free  Persons  and  the  Common  Good. 


able  to  read  deeply  and  widely, 
choosing  to  concentrate  on  politi- 
cal economy. 

Communism  is  finished  as  a  pop- 
ular force  in  Central  Europe  but  not 
as  a  potentially  disruptive  political 
force,  Bratinka  thinks.  Others  say 
the  party  is  devious,  scheming  and 
cynical,  and  has  a  large  repertoire  of 
destructive  political  tactics. 

How,  over  the  years,  did  commu- 
nism enjoy  so  much  success?  Bra- 
tinka says  it  removed  the  weight  of 
moral  and  intellectual  standards 
from  the  lazy,  the  incompetent  and 
the  criminal.  It  said  such  behavior 
didn't  matter.  To  support  the  power 
of  the  Communist  Party  was  the 
only  operative  morality;  to  oppose 
it,  the  only  immorality. 

This  moral  void,  Pavel  Bratinka 
says,  "led  communism  to  suck  ev- 
erything into  an  economic  void.  It 
not  only  prevented  progress,  it  ate 
up  the  capital  of  the  future."  Pro- 
ducing no  wealth,  it  devoured 
everything.  Even  the  apartment 
buildings  the  party  confiscated  have 
seen  no  capital  improvements  or  re- 
pairs for  40  years.  "They  are  empty 
shells.  We  shall  be  paying  for  this 
void  for  years." 

Communism  also  sucked  into 
this  void  an  entire  history  of  law 
and  legislation  that  represented 
practical  wisdom  regarding  the  use 
of  property  and  markets.  And  it  cor- 
rupted habits  by  encouraging  citi- 
zens to  demand  security  rather  than 
risk  liberty,  and  by  promoting  envy 
so  that  people  would  pull  down 
those  of  exceptional  talent  or  ener- 
gy. The  question  now  is  whether 
Central  Europeans  can  shake  off 
these  sicknesses  of  the  soul — and  so 
far  the  signs  are  good. 

"We  have  reached  the  tipping 
point,"  a  Solidarity  journalist  in  Po- 
land tells  me.  "The  situation  is  des- 
perate, and  the  important  thing  is  to 
act.  People  have  stopped  waiting  for 
the  state  to  do  something.  They 
have  begun  to  start  their  own 
enterprises." 

In  Central  Europe,  practically  ev- 
erything needs  to  be  rebuilt  from 
scratch:  laws,  habits,  practices,  in- 
stitutions, attitudes.  As  the  horrors 
of  the  past  recede,  the  huge  tasks  of 
the  future  are  incredibly  daunting. 
"Don't  believe  in  miracles,"  my 
Slovak  interpreter  told  me,  "but  ex- 
pect them."  To  be  optimistic  is 
quite  contrary  to  the  experience  of 
Central  Europe  these  last  thousand 
years.  But,  after  1989,  it  is  impossi- 
ble simply  to  be  a  pessimist.  ■ 
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:maTecars 
anti-lock  hrafes, 
vouw)iilclritbe 

■^  ■ What  was  it  they  taught  you 

in  driver's  ed?  Don't  panic.  Pimp  your 
^      brakes.  Locking  them  up  will  only 
|CTC  make  the  skid  worse.  It  seemed 
O  LOf  simple  enough  at  the  time. 
In  an  emergency  however,  a  pei^on  often  finds  out  that  knowing  what  to  do 
and  doing  it  are  two  dinerent  things. 

But  anti-lock  brakes  are  designed  to  remember  what  to  do.  Every  time. 
In  effect,  they  do  the  brake  pumping  for  you.  Many  times  a  second.  So  your 
wheels  don't  lock  up  and  you  can  stop  or  regain  control  of  your  car  more  quickly 
That  prevents  many  accid.ents,  and    min 
makes  manv^ters  less  severe.        ^mT  T 

Allstate  is doimaoout  it 

Wre  so  convinced  of  the  value  of  anti-lock  ^  brakes,  we'll  offer  a  discount 
of  10%*  on  the  collision  and  liability  portions  of  your  auto  insurance  if  your  car  is 
equipped  with  four-wheel  anti-lock  brake  systmis. 

This  is  just  one  of  the  ways  we're  working  to  lower  insurance  costs.  We're  also 
conrimitted  to  making  a  real  change  in  the  car  insipnce  sys^^ 
insurance  more  affordable  for  everyone.        tp* 

^'    In  the  meantime,  if  yoa'd  like  to  receive  alist  of  cars  equipped  with  anti-lock 
brakes,  write  to  us  at-  Allstate  Consumer  Information 
Center,  Public  Issue  Department  300,  PO.  Box  7660, 
Mount  Prospect,  IL  60056-9961. 


A  member  of  the  .1 

Sears  Financial  Network  IM 


/illstate 

Y)u're  in  good  hands. 


WETJE  COMMITTED  TO  BUimiNG  A  CAR  INSURMCE  SYSTEM  EVERTONE  CAN  I^ 

Discount  not  availiible  in  some  states. 
1''    's~  A  Aitote  Insurance  Company  Northbrook,  Illinois 


*In  New  York,  discount  is  5%  on  collision  and  Mi  on  liabilit\'  coverages. 
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Opportunity  in  our  hands.  BP  scien- 

■ 

tists  have  developed  a  new  process 

■ 

which  recycles  oily  refinery  waste. 

instead  of  hazardous,  hard-to- 
handle  by-products,  our  recycling 
technology  now  produces  an  easy- 


to-handle  powder.  What's  more,  the 


new  BP  process  recovers  oil  which 
would  have  been  lost.  That's  waste 


turned  into  a  resource.  And  a  big 

■ 

disposal  problem  disposed  of. 


Rich  in  money  as  well  as  traditio'n,  even 
Wimbledon  finds  it  must  yield  to  the  power 
ofprofessional  tennis'  big  m.oney. 

Power  tennis 
on  the  tea  lawn 


By  Richard  Phalon 


WITH  THE  All  England  Lawn 
Tennis  Championship — 
more  succinctly  known  as 
Wimbledon — just  two  weeks  off, 
you'll  soon  be  hearing  all  the  standard 
puffery  on  the  rich  traditions  of  the 
Grand  Slam  tournament:  strawberries 
and  cream,  Pimms  and  champagne, 
the  royal  box  and  all  that.  What  you 


won't  hear  is  how  shrewd  exploita- 
tion of  a  century-old  heritage  has 
turned  this  deceptively  staid  club  8 
miles  outside  London  into  a  money 
machine  of  major  proportions.  Last 
year  alone,  Wimbledon  probably 
grossed  $50  million  on  the  champion- 
ship, and  turned  a  tidy  surplus  of  near- 
ly $15  million.  The  surplus,  by  long- 
standing agreement,  is  turned  over  to 
the  British  Lawn  Tennis  Association 


(lta),  the  main  support  of  the  coun- 
try's amateur  tennis  establishment. 

In  terms  of  sponsorship  and  ticket 
sales,  "Wimbledon  is  the  richest  ten- 
nis event  in  the  world,"  says  Donald 
Dell,  a  noted  professional  sports  im- 
presario whose  Washington,  D.C.- 
based  ProServ,  Inc.  represents  more 
than  a  dozen  of  the  world's  top-seeded 
players.  "They  sell  everything  but  the 
toilet  seats,  but  you  just  don't  see  it. 
It's  very  cleverly  done." 

And  behind  a  very  English  veil. 
Sniffs  lta  Executive  Director  I.D. 
Peacock,  "Only  officials  of  the  club 
can  speak  to  its  finances." 

But  the  veil  is  being  pierced  and  the 
big  money  that  now  characterizes 
most  professional  sports  is  changing 
the  face  even  of  Wimbledon.  The 
tournament's  old  mixture  of  caution 
and  arrogance  has  begun  to  fade  as 
younger,  more  aggressive  club  mem- 
bers get  more  say  in  running  what  has 
become  big  business.  Wimbledon  it- 
self has  benefited  from  buying  the  ser- 
vices of  agents  as  sophisticated  as 
those  who  bargain  hard  for  top-flight 
talent  like  Boris  Becker  and  Ivan 
Lendl,  long  since  multimillion-dollar 
profit  centers  in  their  own  right.  Prize 
money  and  perks  are  the  name  of  the 
game.  Just  in  time  for  this  program 


The  increasingly  expensive  tiew  at  Wimbledon  ^  (.'enter  Cot  of 

"It  may  be  that  y'you  write  about  pots  of  money,  a  lot  of  new  hands  will  be  put  out.' 
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THIS  IS  A  MOMENT 
FOR  A  MACANUDO. 


yk 


'•m. 


After  all,  a  man  doesn't  get  promoted  every  day. 


JMontegoYCia  1990 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men  of 
Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos  in 
the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you.  And  let  any  moment  worth 
savoring  linger  in  your  mind  with  the  taste  and  aroma  of  a  Macanudo. 

MACANUDO»r/)e  ultimate  Cigar 


year,  for  example,  a  phalanx  of  top 
players  revolted  against  a  rulemaking 
and  scheduling  body  they  saw  as  giv- 
ing tournament  directors  too  much 
power.  Through  a  rejigged  Associa- 
tion of  Tennis  Professionals,  headed 
by  Hamilton  Jordan,  White  House 
Chief  of  Staff  under  President  Jimmy 
Carter,  the  players  established  a  tour 
of  their  own. 

Wimbledon's  tournament  organiz- 
ers were  forced  to  confront  the  un- 
thinkable: Suppose  they  held  a  tour- 
nament this  year,  and  none  of  the  top 
players  came!  Mike  Davies,  a  former 
British  Davis  Cup  participant,  evoked 
for  London's  Sunday  Times  the  poten- 
tial nightmare:  "An  agent  could  tell 
the  players  to  get  Wimbledon  to  rip  up 
the  grass  courts,  shift  to  a  hard  sur- 
face, play  under  lights  in  American 
prime  time  and  demand  50%  of  the 
revenue."  So  much  for  Wimbledon's 
grand  traditions. 

The  old  guard  might  have  resisted, 
soldiered  on,  and  gotten  the  All  En- 
gland Lawn  Tennis  &.  Croquet  Club 
into  a  trench  war.  The  new  guard, 
thanks  to  a  broader  view  of  Wimble- 
don's place  in  the  sun,  responded 
more  subtly,  with  new  incentives  so 
generous  that  the  players  can't  afford 
to  stay  away.  As  John  Curry,  the  51- 
year-old  electronics  entrepreneur  who 


L  iMasoa' Sygma 


Splendor  on  the  grcL^ 

A  divide-and'ConqiMer  initiative. 

took  over  as  chairman  of  the  All  En- 
gland Club  late  last  year,  told  report- 
ers, "We  have  to  be  aware  of  the  going 
rate  internationally.  The  key  factor  in 
deciding  the  prize  money  is  the  level 
of  our  success." 

At  the  same  time,  Wimbledon  and 
the  other  slams  (the  French,  Austra- 


lian and  U.S.  opens)  responded  to  the 
players'  threat  by  putting  together  a 
new  tournament,  scheduled  to  be 
played  in  West  Germany  in  Decem- 
ber. The  16  contestants  will  be  chosen 
on  the  basis  of  points  scored  in  the 
four  slams.  In  other  words,  if  a  player 
fails  to  play  in  one  or  another  of  the 
slams,  it  will  be  difficult  to  qualify  for 
the  German  tournament.  The  prize 
money,  thanks  in  part  to  the  deep- 
pocket  television  interests  of  Axel 
Meyer-Woelden,  is  heavy  enough  to 
command  real  attention:  a  total  of  $6 
million,  with  $2  million  going  to  the 
winner. 

That  aging  enfant  terrible  John 
McEnroe  Jr.  denounced  the  size  of  the 
pot  as  "obscene,"  suggestmg  that 
Curry  and  the  other  organizers  were 
trying  to  blunt  the  threat  of  the 
players'  group.  What  is,  in  effect,  a 
Grand  Slam  world  series  could  evolve 
into  an  independent  tour.  Its  creation 
was  widely  interpreted  as  an  attempt 
to  weaken  the  fledgling  atp.  Wimble- 
don followed  the  divide-and-conquer 
initiative  with  another  turn  of  the 
screw  two  months  ago,  when  it  jacked 
up  prize  money  for  this  year's  champi- 
onships by  26%,  to  a  total  of  £3.9 
million. 

With  a  surplus  that  has  increased  by 
70%  over  the  last  five  years,  Wimble- 


Compare  these  features 

Mazda 
929  S 

Acura 
Legend  LS 

Lincoln 
Continental 

Engine  (size/type) 

3.0literA'6 

2.7  literA/6 

3.8  liter/V6 

Horsepower  (SAE  net  (fv  rpm) 

190 

160 

140 

4-speed  automatic  transmission 

• 

optional 

• 

Drivetrain 

rear-wheel 

front-wheel 

front-whcci 

Anti-lock  Brake  System  (ABS) 

• 

• 

• 

Automatic  climate  control 

• 

• 

• 

AM/FM/cassette  stereo  system 

• 

• 

• 

Basic  warranty  (months/miles) 

36/50,000 

36/56,000 

12/12.000 

EPA  interior/cargo  room  (cu.  ft. ) 

96/15 

95/14 

104/19 

^  Minimum 
Investment 


For  just  $385*  per  month,  the  Mazda  929  S 
lease  plan  yields  significant  dividends.  You'll  enjoy  the 
responsive  190-hp  V6,  and  the  security  of  an  Anti-lock 
Brake  System  (ABS).  Its  elegant  interior  is  matched  hy 
the  comfort  of  a  36-month/50,000-mile  warranty." 

It's  a  special  offer  availahle  at  your  nearhy  Mazda 
dealer  right  now.  So  lease  the  new  929 S.  You'll  realize 
the  returns  every  time  you  turn  the  key. 


•  standard 


♦Five-year  closed-end  lease  offer.  60  equal  monthly  payments  of  $585.59. 'i;)t;ilPaYmcnr  of  $25,125.40.  Payments  based  on  m-Koiiiiti-dAKri-odV.ilucM it  MSRI'tor  1W0V24S  ($24.HiKi)  plii»rnms|H.rtail..n 
fee  and  customer  capital  reduction  of  $4, 400.  Fjn.il  Agreed  Value  set  by  dcakr.  Registration  fees,  slaleand  local  taxes,  insurance,  options,  kense  n4ii  iiuludt'd  in  Agreed  Vnliiiv  l.eas«- siibiiil  lo.ippr\>\.il 
of  Mazda  American  Credit  at  participating  dealers  and  car  availability.  Mazda  American  Credit  offer  not  av,Mlable  in  I  law,iii.  Iirsi  inonib's  payment,  refiind.iblc  wcurily  ilciKisit  and  $4,40l\iipital 
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don  has  ample  resources  to  keep  the 
tournament  as  one  of  the  two  top  ten- 
nis events  of  the  year. 

On  the  assets  side,  Wimbledon  is 
richer  still.  At  the  heart  of  the  Wim- 
bledon money  machine  is  something 
called  the  All  England  Lawn  Tennis 
Ground  Ltd.  The  so-called  Ground 
Company,  controlled  jointly  by  the 
All  England  Club  and  the  lta,  holds 
the  deed  on  the  42  priceless  acres  of 
emerald  grass  45  minutes  out  of  cen- 
tral London  that  are  the  heart  of  the 
Wimbledon  tradition. 

Since  1985  the  Ground  Company's 
total  assets  (including  investments 
and  reserves)  have  risen  50%,  to  £23 
million.  It  earns  another  £1.7  million 
from  mundane  things  like  car-park 
fees,  museum  admissions  and  souve- 
nir-shop sales. 

The  Ground  Company  also  pro- 
vides Wimbledon  with  unbelievably 
low-cost  capital.  Every  five  years  the 
Ground  Company  issues  2, 100  deben- 
tures; in  place  of  interest  each  bond 
entitles  holders  to  one  Center  Court 
ticket  for  each  of  the  13  days  Wimble- 
don is  played.  In  effect,  the  debentures 
are  season  tickets  good  for  five  years. 
So  far,  they  have  been  renewable  at 
the  option  of  the  bearer  for  each 
successive  five-year  period.  The  de- 
bentures are  redeemed  at  par  values 


Stox  tiz  trix 


Fl  rom  the  snug  sitting  room  over 
the  offices  of  his  Seatfinders  Co. 
a  few  blocks  from  Westminster  Ca- 
thedral, John  Cook  conducts  one  of 
London's  most  unusual  arbitrage 
businesses.  He  is  the  middleman 
between  Wimbledon  debenture 
holders  who  want  to  sell  some  or 
all  of  the  13  Center  Court  tickets 
to  which  each  holder  is  entitled  for 
each  year's  championships,  and 
corporate  entertainment  types 
hungry  to  treat  important  clients. 

The  mathematics  of  Cook's 
game  turn  on  the  intensity  of  that 
hunger.  Here's  the  math: 

Holders  of  the  debentures  that 
expire  this  August  paid  £6,250  for  a 
total  allotment  of  65  seats  over  the 
five-year  maturity  of  the  paper.  In- 
cluding par  value,  that's  an  average 
of  £96  per  ticket,  about  four  times 
the  box  office  price.  Yet  so  scarce 
are  tickets  that  Cook  will  have  no 
trouble  selling  any  that  come  his 
way.  Recently  he  was  offering 
about  £5,500  for  a  debenture's  seat 
for  this  summer's  match —  an  aver- 


age of  over  £400  per  ticket.  Resale 
prices  ranged,  he  says,  from  "a  few 
hundred  quid"  for  opening  day  to 
"£900  plus"  for  the  finals. 

The  debentures  are  hard  to  come 
by,  trading  no  more  than  three  or 
four  times  a  year.  Then  there's 
Wimbledon's  tight  capacity — only 
about  12,500  seats  in  Center 
Court,  plus  some  6,500  in  the 
Number  One  court.  Subtract  de- 
benture holders'  tickets,  mem- 
bers', players'  and  umpires'  tickets. 
Lawn  Tennis  Association  council 
and  County  Association's  tickets, 
marquee  and  tour  packagers'  tick- 
ets, and  the  number  available  for 
sale  at  the  box  office  is  depressing- 
ly  small.  Only  about  600  Center 
Court  seats  go  up  for  daily  sale  for 
the  first  nine  days  of  play;  none  at 
all  from  the  semifinals  on.  As  a 
result,  the  All  England  Lawn  Ten- 
nis Ground  Ltd.  has  been  able  to 
issue  debentures  at  steadily  esca- 
lating premiums.  "It's  Wimbledon 
itself,"  says  John  Cook,  "that  is 
cashing  in  the  most." — R.P. 


Maximum  Yield 


It  Just  Feels  Right; 


iuction  contribution  to  be  paid  at  the  beginning  of  lease,  plus  applicable  taxes,  registration  and  title  fees  required  under  local  law.  Purchase  option  available  before  lease  end  for  Initial  Lease  Balance  less 
preciation  credited,  or  at  expiration  for  Estimated  Wholesale  Value  of  Vehicle,  plus,  in  either  case,  a  purchase  fee  and  any  official  fees  or  taxes.  Lease  based  on  a  total  of  65,000  miles.  At  lease  expiration, 
ice  liable  for  return  fee  and  per  mile  excess  charges  at  10  cents  per  mile.  See  lease  agreement  for  full  details.   **See  your  Mazda  Dealer  for  limited-warranty  details.   ©  1990  Mazda  Motor  of  America,  Inc. 
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far  below  their  offering  price.  The 
1986  bonds,  for  example,  were  issued 
at  £6,250  but  will  be  redeemed  at  a 
par  value  of  only  £500.  Debentures  for 
the  1991-95  period  (par  value:  £2000) 
were  issued  last  year  at  £19,250.  Even 
so,  the  bonds  have  been  a  good  invest- 
ment, thanks  to  the  sky-high  prices 
which  scarce  Wimbledon  tickets 
command  (see  box,  p.  75J. 

The  debentures  provide  the  capital 
for  an  operation  that  draws  revenues 
from  a  variety  of  sources.  Millions 
come  from  the  licensing  of  the  hal- 
lowed Wimbledon  name  for  imprint 
on  an  endless  line  of  products:  sports- 
wear, sun  visors,  towels,  T  shirts,  you 
name  it. 

Millions  more  come  from  the  com- 
panies using  the  event  for  entertain- 
ing. "They've  made  the  place  irresist- 
ible for  business  entertaining,"  says 


ProServ's  Donald  Del].  "They  have 
done  it  so  well  for  so  long  that  the 
fortnight  is  like  one  big  garden  party." 
Much  of  the  action  is  in  the  44 
green-and- white-striped,  tent-topped 
hospitality  marquees  planted  just 
south  of  Center  Court  and  to  the 
north  in  nearby  Aorangi  Park.  Based 
on  one  company's  cost,  Forbes  esti- 
mates that  corporate  hospitality  mar- 
quees alone  generate  rents  of  about  £2 
million  over  the  13  days  of  the  tourna- 
ment. On  top  of  that  comes  a  cut  oiv 
the  caterers'  trimmings — literally 
tons  of  such  traditional  edibles  as 
poached  salmon  and  strawberries,  all 
washed  down  by  thousands  of  bottles 
of  champagne  and  pints  of  lager.  The 
business  entertainment  side  of  the 
championship,  by  International 
Events  Group's  estimate,  pumps  a  to- 
tal of  $16  million  into  the  All  England 


Advantage  America 


W'  imbledon,  for  all  its  carefully 
understated  charm,  does  not 
have  a  monopoly  on  growth. 
Thanks  to  the  packed  galleries  at 
the  seething  anthill  of  Flushing 
Meadows,  on  the  site  of  the  old 
New  York  World's  Fair,  the  U.S. 
Tennis  Association  has  been 
clocking  some  nice  numbers,  too. 
Since  1986  the  organi- 
zation's tournament 
revenues,  generated 
largely  by  the  U.S. 
Open  and  including 
television  rights,  have 
increased  by  almost 
55%,  to  $46.1  million. 
The  British  tourna- 
ment, by  contrast, 
grosses  an  estimated 
$50  million. 

Though  hammered 
by  swirling  winds  and 
jet  noise  from  nearby 
LaGuardia  Airport,  the 
U.S.  Open  draws  a  big- 
ger gate  through  a  big- 
ger stadium  than  Wim- 
bledon: about  460,000  last  year, 
versus  400,000  for  the  All  England. 
As  tennis  great  and  former 
U.S.T.A.  tournament  committee 
member  Arthur  Ashe  puts  it,  "The 
U.S.  Open  is  a  great  people-watch- 
ing event." 

The  U.S.  Open's  U.S.  television 
revenues  were  probably  also  slight- 
ly bigger  last  year,  around  $19  mil- 
lion versus  $18  million  for  Wim- 
bledon. Better  yet,  the  U.S.T.A.'s 
revenues  (as  opposed  to  the  British 


At  the  U.S.  Open 
Yanks  close  in. 


Lawn  Tennis  Association's  take) 
are  tax  free. 

What  of  the  other  two  slams,  the 
French  and  the  Australian  opens? 
They  are  poor  cousins  to  the  U.S. 
and  British  events,  in  large  mea- 
sure because  the  British  and  Amer- 
ican organizers  have  proved  partic- 
ularly adept  at  prying  bigger  rights 
f,>.T.>msp.,ns  money  out  of  the  net- 
works. The  latter,  in 
turn,  have  so  far  man- 
aged to  pass  higher 
rates  on  to  corporate 
sponsors  like  Ford  and 
AT&T.  This  year  a  30- 
second  spot  during  the 
finals  at  Wimbledon  is 
priced  at  $50,000. 

Are  the  slams, 
which  tend  to  draw 
relatively  low  viewer 
ratings  in  the  U.S.,  in 
danger  of  pricing 
themselves  out  of  the 
market?  Apparently 
not.  According  to  one 
New  York  advertising 
executive,  nbc's  commercial 
spots  on  Wimbledon  were  "50% 
to  75%  sold  out"  by  mid-May, 
with  the  late  summer  U.S.  Open 
"about  50%"  sold.  Time  slots  for 
the  French  Open,  on  the  other 
hand,  were  selling  "opportunisti- 
cally"— ad  alley  jargon  for  dis- 
counting. Presumably  because  of 
the  slower,  more  predictable  style 
of  play  on  its  clay  surface,  says 
the  advcrtismg  man,  the  "French 
lacks  panache." — R.P. 
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Club  till. 

"In  terms  of  hospitality,  it's  one  of 
the  three  richest  events  in  the  world," 
says  Lesa  Ukman  of  International 
Events,  the  Chicago-based  newsletter 
publisher. 

Then  there  are  the  television  rights. 
An  $18  million  money-spinner  last 
year  from  the  U.S.  alone,  Wimble- 
don's broadcast  rights  will  almost  cer- 
tamly  bring  more  this  year  and  much 
more  in  the  years  to  come,  as  network 
and  cable  tv  operators  bleed  their 
treasuries  to  capture  the  upscale  de- 
mographics of  items  like  Wimbledon. 

Given  the  extent  of  Wimbledon's 
riches,  it  is  not  without  reason  that 
the  oligarchy  of  12  (mainly)  business- 
men who  dominate  the  All  England 
Lawn  Tennis  Club  and  the  champion- 
ship management  committee  prefer 
not  to  talk  about  the  subject.  Said  one 
cautious  committee  member  before 
ringing  off,  "It  may  be  that  if  you 
write  about  pots  of  money,  a  lot  of 
new  hands  will  be  put  out." 

Unfortunately,  the  hands  are  al- 
ready out.  The  players  want  more 
prize  money.  The  fans  want  more 
seats.  Tennis  coaches  want  more  sup- 
port. The  BBC,  which  holds  the  exclu- 
sive television  rights  to  Wimbledon 
in  the  U.K.  through  this  year,  would 
like  to  extend  that  franchise  at  the 
cheapest  price  it  can  negotiate.  And 
so  on. 

The  Ground  Company's  ample  re- 
sources may  yet  be  put  to  a  major 
expansion  of  the  Wimbledon  facili- 
ties. So  far,  though,  much  of  the  club's 
capital  spending  has  gone  into  addi- 
tional comforts  for  members,  players, 
staff  and  debenture  holders — more 
lounge  and  office  space,  for  example — 
rather  than  into  additional  seating  at 
the  Center  and  Number  One  show 
courts.  The  number  of  Center  Court 
seats,  12,500  last  year,  has  not  been 
increased  since  1985. 

The  prime  beneficiary  of  Wimble- 
don's money,  the  Lawn  Tennis  Asso- 
ciation, funds  other  tournaments, 
clubs,  instruction  and  other  manifes- 
tations of  an  amateur  tennis  estab- 
lishment. It  spent  close  to  £7  million 
last  year  in  a  continuing  attempt  to 
bring  along  young  British  players.  But, 
by  general  agreement,  the  state  of  am- 
ateur British  tennis  is  parlous.  No 
Briton  has  won  a  Wimbledon  singles 
championship  since  Virginia  Wade 
triumphed  in  1977. 

This  is  the  real  test  of  the  new  dis- 
pensation: Will  the  chaps  now  com 
ing  into  their  own  at  Wimbledon  )ust 
sit  back  and  watch  the  surplus  accu 
mulate?  Or  will  there  be  an  even  more 
determined  effort  to  raise  the  level  of 
Britain's  game?  ■ 
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SPECIAL  ADVERTISING  SUPPLEMENT 


CATALONIA 

THE  FACTORY  OF  SPAIN 


By  Benjamin  Thomas 


The  tens  of  thousands  of  visi- 
tors to  this  year's  food  fair  in 
Barcelona,  the  capital  of  the 
Spanish  region  of  Catalonia, 
faced  a  veritable  gourmet's 
delight.  Spread  before  them  at  one  of  the 
world's  largest  fairs  of  its  type  were  wines, 
^arkling  wines,  cheeses,  canned  foods, 
homemade  jams  and  many  other  foods. 
Farther  up  the  Montjuich  hill,  which  over- 
looks the  Mediterranean,  work  progresses 
on  constructing  the  site  of  the  1992  Olympic 
Games.  Catalonia,  the  focus  of  world  at- 
tention, has  never  had  it  so  good. 

Catalonia,  the  most  industrially  diver- 
sified and  business-oriented  Spanish  region, 
is  the  same  sizfe  as  Belgium.  Its  population 
of  some  six  million  is  almost  l6%  of  Spain's 
total  citizenry,  although  the  region  pro- 
duces 21%  of  the  country's  gross  national 
product  and  produces  more  than  a  quarter 
of  Spain's  exports.  Known  as  the  factory  of 
Spain,  Catalonia  absorbs  about  one  third 
of  all  foreign  investments  in  the  country  and 
is  responsible  for  more  than  40%  of  Span- 
ish investments  abroad.  The  region  also 
receives  14  million  tourists  a  year. 


Strategically  situated  in  northeast 
Spain  since  the  Middle  Ages,  Catalonia  has 
served  as  an  important  economic  gateway 
to  Europe  and  as  a  major  commercial  center 
on  the  Mediterranean.  Today,  Catalonia  is 
one  of  Europe's  top-five  industrialized  re- 
^ons  and  at  the  forefront  of  Spain's  mod- 
ernization and  integration  into  the  Europe- 
an Community. 

Jordi  Pujol,  the  president  of  Catalonia 
for  the  past  10  years,  is  fond  of  reminding 
visitors  that  there  were  only  two  industrial 
regions  in  southern  Europe  from  the  18th 


century  until  the  beginning  of  this  centu- 
ry: Catalonia  and  Lombardy.  Today,  the  area 
encompassed  within  the  arc  between  Cata- 
lonia's and  Lombardy's  capitals,  Barcelona 
and  Milan,  has  one  of  the  fastest  growing 
economies  in  Europe.  Catalonia's  economy 
grew  by  5.5%  in  1989,  above  the  5.2% 
average  for  the  whole  of  Spain. 

Catalonia  has  enjoyed  self-government 
since  1980,  five  years  after  the  death  of  right- 
wing  dictator  General  Franco.  Its  govern- 
ment, known  as  the  Generalitat,  was  first 
established  in  1359  and  was  suppressed 


Jordi  Pujol,  president  of  Catalonia, 
met  with  President  Bush  in  Februan . 
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when  Franco  won  the  Spanish  civil  war  in 
1939. 


GATEWAY 

TO 

EUROPE 

President  Pujol  sees  Catalonia  as  the 
natural  gateway  to  Europe  for  American 
companies  which,  until  the  1960s,  invest- 
ed less  in  the  region  than  European  compa- 
nies did  because  Catalonia  was  discrimi- 
nated against  by  the  Franco  regime.  But  in 
the  past  decade  U.S.  investment  has  been 
growing  rapidly  and  today  it  accounts  for 
15%  of  the  total  foreign  investment  in 
Catalonia. 

Among  the  U.S.  companies  in  Catalo- 
nia are  Dow  Chemical,  Hewlett-Packard, 
Levi  Strauss,  Procter  &  Gamble  and  United 
Technologies.  The  Busch  Entertainment 
Corp.,  a  division  of  Anheuser  Busch,  is 
planning  to  construct  a  2,000  acre  amuse- 
ment park  near  the  provincial  capital  of 
Tarragna,  about  100  kilometers  from  Barce- 


lona towards  the  French  border.  It  would 
be  the  second  largest  in  Europe. 

"The  relative  weakness  of  the  American 
presence  in  Catalonia  is  the  result  only  of  a 
political  situation,  and  it  does  not  follow 
that  the  fortunate  choice  made  by  the  Euro- 
peans and  the  Japanese  should  not  also  be 
the  right  choice  for  the  Americans,"  said 
President  Pujol,  who  visited  Washington 
and  New  York  in  February  and  met  with 
President  Bush. 

The  Japanese  have  been  quick  to  dis- 
cover Catalonia,  targeting  more  than  80%  of 
their  foreign  industrial  investment  in  the 
region. 


DIVERSIFIED 

INDUSTRIAL 

BASE 

Why  Catalonia?  It  has  a  well-estab- 
lished industrial  base  and  an  infrastructure 
with  modern  communications  and  trans- 
portation s\'stems,  including  five  flights  a 
week  to  New  York  from  Barcelona  on 


^%  Banco  de  la 

mn  P^quena  y  Mediana  Empresa 

SMALL  BUSINESS  BANK 


Travesera  de  Gracia,  11  /  08021  Barcelona. 
Tel:  34.3.202.00.00.  Telex:  97691  BPME  E. 
Telefax:  34.3.209.97.65.  Swift:  RPME  ES  SB, 


The  bank  specialized  in  Catalonia's  small  &  medium  size 
companies:  the  strength  of  the  Catalan  economy. 


Iberia  Airlines.  Iberia,  Spain's  flag-carrier,  is 
Europe's  third-biggest  airline  and  the 
world's  sixth  largest  on  the  basis  of  the 
number  of  passengers  transported.  It  has 
flights  to  80  cities  in  46  countries.  Iberia  is 
majorit}'-owned  by  the  National  Institute 
of  Industry',  the  state-owned  industrial  con- 
glomerate. 

Catalonia  also  has  liberal  labor  and 
investment  laws,  research  and  development 
facilities,  including  a  technological  park 
at  Valles,  and  a  skilled  labor  force.  Barcelona 
has  one  of  Europe's  best  business  schools, 
lESE.  The  city  is  the  most  cosmopolitan  in 
Spain  and  also  has  a  lifestyle,  with  skiing 
and  beaches  in  easv'  reach. 

Among  the  sectors  attracting  the  ma- 
jority of  foreign  investments  are  food  and 
beverages,  chemicals  and  pharmaceuti- 
cals, electronics  and  data  processing,  tex- 
tiles, and  motor  vehicles.  Volkswagen, 
which  in  1986  acquired  the  Spanish  car 
producer  Seat,  based  outside  of  Barcelona, 
will  invest  $5.7  billion  over  the  next  seven 
years  in  expanding  operations. 

Many  observers  believe  that  Catalonia's 
greatest  asset  is  its  people.  President  Pujol 
once  campaigned  on  the  slogan  "Let's  get 
to  work"  (translated  from  the  region's  own 
Catalan  language).  One  U.S.  computer 
company  reported  that  its  subsidiary  in  Cata- 
lonia has  registered  the  highest  level  of 
productivity'  of  all  its  operations  in  the  world, 
while  a  Japanese  television  manufacturer 
said  that  the  quality  levels  of  its  Catalan 
subsidiary  were  the  best. 

Catalans  have  feelings  about  the  1992 
Olympic  Games  that  run  very  deep.  When 
Antonio  Samaranch,  the  president  of  the 
International  Olympic  Committee,  an- 
nounced in  1986  that  Barcelona  had  been 
chosen  as  the  site  for  the  games  he  pro- 
nounced the  name  of  the  cit)'  in  the 
Catalan  language.  The  point  was  lost  on  the 
worldwide  audience  listening  to  him,  but 
not  Catalans,  who  were  delighted  that  Sa- 
maranch, himself  a  Catalan,  emphasized 
the  phonetics  a  little  in  order  to  get  across  his 
nationalistic  message. 

"This  may  seem  a  trivial  story,  but  to  us 
it  was  important,"  President  Pujol  told  the 
National  Press  Club  in  Washington  in 
February.  But  for  the  Franco  regime  Barcelo 
na  might  have  hosted  the  games  long  ago. 
Barcelona  bid  in  1924  (Paris),  in  1936  (Ber- 
lin) and  1972  (Munich). 


Catalonia 

THE  BRIGHT  WAY 


Catalonia  is  an 
autonomous  region 
where  the  most  im- 
portant thing  is  a 
job  well  done.  We  are  proud  of  al- 
ways extending  a  warm  and  polite 
welcome  to  visitors,  while  in  the 
meantime  we  design  new  techno- 
logy and  trace  out  the  brightest 
paths  in*  architecture,  the  arts  and 
science/ 

That  is  why  Catalorua  is  Europe's 


leading  tourist  area,  while  at  the 
same  time  being  one  of  Europe's  ma- 
jor industrial  regions. 

As  Mediterraneans,  Catalans 
always  look  on  the  bright  side 
of  things,  while  as  Europeans  we 
strive  for  higher  achievements. 

It  is  not  suprising,  then,  that  Bar- 
celona, our  capital  city,  will  be  host 
j^  ^^  /^  to  the  1992  Olympic 
^  J\,u^J  Games.  Nor  that  a 
V-^      region  as  bright  as 


l^iours  is  this  year 
celebrating  1000 
years  of  history,  of 
progress  in  com- 
mon. A  period  of  1000  years  from 
which  to  look  forward  to  the  future. 
So  the  next  time  you  plan  to  do 
bright  business  or  relax  on  a  bright 
beach  or  acquaint  yourself  with 
a  bright  European  w^y,  don't  hesi- 
tate. Come  and  see  us.  We  are 
the  bright  way. 


AUTONOMOUS  GOVERNMENT  OF  CATALONIA 

GENERAUTAT  DE  CATALUNYA 


a. 
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Catalans  have  spared  no  effort  in  mak- 
ing up  for  lost  time.  More  than  100,000 
volunteers  from  all  over  Spain,  mostly 
Catalonia,  are  helping  to  prepare  Barcelona 
for  the  games.  Catalans  like  to  recall  that 
one  of  their  own,  Lucius  Minicius  Natalis 
Quadronius  Verus  of  Barcino,  as  Barcelo- 
na was  then  called,  won  the  chariot  race  at 
the  227th  Olympiad  in  AD  129. 


RECORD 

NUMBEROF 

EVENTS 

Almost  every  sport  but  chariot  racing 
will  be  held  at  the  1992  Olympics,  which  are 
fielding  a  record  number  of  events. 

By  the  summer  of  1991,  all  the  sites  for 
the  Olympics,  including  the  Olympic  Village, 
will  have  been  completed,  saysjosep  Mi- 
guel Abad,  the  chief  executive  of  Barcelona's 
Olympic  committee.  This  will  then  give  the 
organizers  a  year  to  use  and  test  the  installa- 
tions and  make  sure  that  everything  runs 
smoothly  on  that  great  day. 


The  1992  Olympic  Stadium 

The  Olympic  Stadium  was  inaugurated 
last  September  for  the  World  Cup.  It  was  a 
nightmarish  but  at  the  same  time  salutary 
opening  for  Abad.  It  poured  with  rain,  flood- 
ing parts  of  the  stadium  and  causing  the 
drainage  system  to  break  down.  Water  came 
in  through  a  strip  of  narrow  grill-like 
roofing  along  part  of  the  inside  of  the  stadi- 
um. Everything  has  now  been  put  right. 

The  stadium  was  originally  built  for  the 
1929  World  Trade  Fair,  another  seminal 
event  in  Barcelona's  history.  The  neoclas- 
sical facade  is  perfectly  preserved  and  the 
original  four  bronze  horses  by  the  sculptor 


In  1992  the  worid's  best  athletes 

will  be  in  Barcelona. 

The  best  companies  come 

every  year. 


There  are  a  total  of  47  separate 

specialised  trade  events  held  at  different  times 

in  Barcelona,  covering  a  variety  of  industry  sectors. 

Each  of  these  brings  together  suppliers  and  buyers 

from  all  over  the  world.  If  you  want  to  do 

business,  come  to  Barcelona  Fairs. 


The  different  sectors 

Food  and  Drink 

Giftware 

Automotive  products 

Construction  equipment 

Cultural  activities 

Sports,  Fitness  and  Hesith 

equipment  and  products 


Tourism 

Information  Technology 

Jewellery 

Chemicals 

Fashion 

Boats 

Sound  and  Images 

Other  sectors 


Fira  de  Barcelona 


The  Trade  Fair. 

Avda  Reina  Maria  Cristina.  $/n     08004  Barcelona    Spam    Tel  (93)  423  31  01    Telex  531  l7/S04Sa  FOIMBE    Telelan  (931  423  86  SI 
Distribuidora del  Libro  INC  (DEL)    6251  NW  87lh  Avenue   Miami,  Florida  33166   Tel  3055925929    5925923    Telei  99043  / del   fax  477  56  32 


Gargallo  have  been  moved  from  a  museum 
to  their  original  position  in  the  stadium, 
near  an  Omega  electronic  clock,  symboliz- 
ing past  and  future  eras. 

The  planners  have  been  careful  to  pre- 
serve the  past  and  blend  the  new  installations 
into  Montjuich  hill. 

Below  the  stadium  is  the  San  Jordi 
(patron  saint  of  Catalonia)  sports  pavilion, 
designed  by  the  Japanese  architect  Arata 
Isozaki,  which  will  house  the  gymnastics 
competition  and  the  finals  of  the  handball 
and  volleyball  tournaments.  It  can  seat 
17,000.  Its  spectacular  45-meter-high 
roof,  with  Catalonia's  traditional  gray  ce- 
ramic tiles,  was  raised  from  the  ground  by 
hydraulic  cranes.  The  roof  is  computer- 
monitored  to  detect  any  possible  problems. 
The  pavilion  has  a  curvy  edge  to  it  which, 
with  an  exercise  of  the  imagination,  looks 
like  a  Mediterranean  wave. 

All  of  Abad's  energies  are  now  being 
concentrated  on  logistical  problems  which 
could  hamper  the  smooth  functioning  of 
the  Olympics.  Barcelona  has  an  acute  short- 
age of  hotels — ^when  the  food  fair  was  held 
in  February  there  was  not  a  single  hotel  room 
of  any  category  left  for  visitors  that  weren't 
attending  the  fair.  "I  am  only  worried  when  I 
can  see  no  solutions  to  problems,"  said 
Abad,  at  the  time. 

Some  4,000  hotel  rooms  are  being 
built,  however,  they  will  all  be  occupied  by 
people  involved  in  the  Olympics  or  visiting 
dignitaries.  Just  when  it  was  looking  as  if 
there  might  be  no  solution,  his  aides  came 
up  with  the  brilliant  idea  of  mooring  16 
pleasure  cruisers  off  Barcelona's  coast  that 
can  sleep  7,000.  There  also  are  700,000 
rooms  within  a  90-minute  radius  of  Bar- 
celona. 

The  Olympics  will  enable  Barcelona  to 
jump  into  the  21st  century  in  the  world  of 
telecommunications  and  data  processing. 
Spain's  telecommunications  monopoly,  Te- 
lefonica, is  playing  a  leading  role. 

The  year  1992  will  be  momentous  for 
Catalonia,  with  the  Olympics,  full  integra- 
tion into  the  European  community  and 
the  launch  of  the  European  single  market. 
By  then  the  face  of  Catalonia  will  have 
considerably  changed  and  the  region  will  be 
one  of  the  most  dynamic  in  Europe 

Benjamin  Tlmnas  is  a  Madrid-lxiseii 
journalist. 


lb  be  continued. 

The  Barcelona  Olympic  Games.  The  Sevilla  Universal  Exhibition. 
The  5th  Centenary  of  the  Discovery  of  America.  And  Madrid,  Cultural  Capital 
of  Europe.  1992  will  be  "The  Year  of  Spain!' 
'But  Telefonica  is  working  towards  much  more  than  just  a  year. 


Telefonica 

Beyond  1992. 


i'  m^ 


The  best  ofeever  on  all 
that  Spain  has  to  offer. 

Only  Iberia  Airlines  lets  your  clients  visit  Spain  and  enjoy  all  it  offers  for  one  very  low  price  We  call 
it  the  "Visit  Spain  Airpass."  But  for  $249  they'll  call  it  the  opportunity  of  a  lifetime 

They  choose  from  30  destinations  all  over  Spain,  including  the  Balearic  Islands  and  Span- 
ish Morocco.  And  for  just  $50  more,  they  can  enjoy  the  Canary  Islands  in  all  their  tropical  splendor. 
It's  all  up  to  them,  because  they  plan  their  own  itinerary,  with  60  days  to  complete  their  travel. 

Some  restrictions  apply  Though  don't  forget  flying  Iberia  Airlines  qualifies  your  clients  for  Frequent  Flyer 
Mileage  on  Continental/Eastern's  One  Pass  or  United  Airlines'  Mileage  Plus.  For  more  details  call  Iberia  Airlines  at 
1-800-SPAIN-IB.  It  could  be  the  best  offer  they'll  ever  have 


''Fly  mth  the  people 
who  love  Spain  as  much 

as  1  UO.        Julio  Iglesias 


AtRUNBS  OF  Sf^lN 


The  Up  &  Comers 


By  Rita  Koselka 


Survivors 


After  nearly  two  centuries  in  the  flour  biAsi- 
ness,  Chelsea  Milling's  Holmes  family — the 
clan  behind  those  f  iffy  mixes — is  still  at  it, 
still  private  and  still  doing  very  nicely. 

A  family  affair 


IN  October  1936  Dudley  Holmes 
barged  into  the  middle  of  his  twin 
brother  Howard's  engineering  lab 
class  at  the  University  of  Michigan 
and  insisted  that  Howard  leave  his 
class  immediately.  Outside,  he  ex- 
plained: Their  father  had  just  been 
killed  in  a  grain  elevator  accident  at 
the  family's  flour  mill.  On  the  way 
home,  the  two  young  men  discussed 
taking  over  the  family  business,  a 
flour  mill  and  a  packaged  biscuit  mix 
operation  with  the  brand  name  Jiffy. 
Thus  was  hatched  a  plan  that  would 
add  another  half-century  to  the 
Holmes  family's  100-plus  years  as  a 
fixture  in  the  U.S.  grain  milling  busi- 
ness. The  plan  was  this:  Dudley 
Holmes,  who  was  interested  in  chem- 
istry, would  take  over  the  plant  and 
product  development.  Brother  How- 
ard would  finish  his  engineering  de- 

James  Schnepf 


Chelsea  Milling 's  Howard  Holtnes 

"Our  competition  must  think  we're  dingbats.' 
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THE  REMARKABI.E  HANDLING  OF  A  STERLING. 

IT'S  IN  OUR  GENES 


STERLING 

MADE  IN  ENGLAND  BY  ROVER  CARS 


Putting  a  Sterling  827Si  sedan 
)  tlie  test  of  winding  country 
Dads  prompts  rave  comments 
bout  its  performance  from  even 
le  most  critical  enthusiast. 

Of  course.  It's  British.  Nobody 
inderstands  suspension  quite 
ke  we  do. 

Just  ask  drivers  of  champion- 
hip  race  cars.  Worldwide, 
learly  all  have  long  relied  on 
irltish  suspension  expertise. 

Beyond  the  joy  of  quite  unflap- 
)able  cornering,  the  Si  also 


rewards  you 
with  a  lively 
front-wheel 
drive  I60HP 
V6.  low-profile 
Michelin  tires  on  16" 
Roversport  alloy  wheels,  and 
advanced  anti-lock  brakes. 
But  what  about  comfort? 
Unlike  its  spartan  racing  cousins, 
the  Si  is  as  much  a  pleasure  to 
be  in  as  it  is  to  drive,  its  spacious 
interior  is  fitted  with  Connolly 


leather, 
rare 
rose- 
wood, 
auto- 
matic 
temperature 
control  of  the  heating 
and  air-conditioning,  and 
brilliant  cassette  stereo  sound. 
All  in  all,  for  a  remarkably 
reasonable  $26,500,*  you  get  all 
the  handling,  comfort  and  style  of 
many  a  more  expensive  marque. 

Time  to  get  cracking  on  that 
vigorous  Sterling  test  drive. 
Simply  call  1-800-622-0550 

for  your  nearest  dealer. 


gree  and  take  over  sales 
for  the  firm.  The  brothers 
would  focus  their  efforts 
on  developing  a  market 
for  Jiffy  biscuit  mix,  the 
new  branded  packaged- 
goods  business  their  par- 
ents had  carved  from  the 
basic  flour  milling  opera- 
tions six  years  earlier. 

In  retrospect,  it  was  the 
soundest  of  strategies.  To- 
day the  Holmes'  Chelsea 
Milling  Co.,  situated  in 
Chelsea,  Mich.,  50  miles 
west  of  Detroit,  mixes  up 
over  1  million  boxes  a  day 
of  Jiffy  brand  biscuit,  muf- 
fin and  cake  mixes.  The 
Holmeses  keep  Chelsea 
Milling's  finances  very 
much  to  themselves,  but 
Forbes  estimates  that 
1989  sales  were  around 
$65  million,  operating 
earnings  somewhere  near 
$8  million.  With  no  debt, 
the  company  could  be 
worth  as  much  as  $100 
million. 

That  Chelsea  Milling 
survived  the  consolida- 
tion of  mills  in  the  early     

20th  century — which  created  such  be- 
hemoths as  General  Mills  and  Pills- 
bury — is  owed  to  the  commercial 
alertness  of  Dudley  and  Howard 
Holmes'  parents.  The  Holmes  family 
had  been  in  flour  milling  since  1802 
in  various  towns  in  Michigan,  Indiana 
and  Kansas.  At  the  turn  of  the  centu- 
ry, practically  every  Michigan  town 
had  its  own  flour  mill;  since  then  the 
number  has  dropped  from 
534  mills  to  6. 

The  Holmeses  under- 
stood that  they  needed  to 
find  a  way  to  be  some- 
thing more  than  commod- 
ity millers.  Mabel 
Holmes,  the  twins'  moth- 
er, came  up  with  the  solu- 
tion. During  a  long  drive 
home  to  Chelsea  in  1930, 
she  thought  of  creating  a 
biscuit  mix  using  Chelsea 
Milling's  flour  and  other 
ingredients,  to  be  sold  as  a 
convenience  item  for 
housewives.  They  would 
call  it  Jiffy  Mix,  after  the 
expression  "ready  in  a  jif- 
fy" that  Mabel's  house- 
keeper used  as  she  pre- 
pared the  day's  fresh  muf- 
fins and  biscuits. 

Several  other  mills  fol- 
lowed Chelsea  Milling's 
lead.      Within      months. 


Howdy  and  William  Holmes 

"A  great  incentive  to  keep  this  hwisiness  going.' 


General  Mills  also  launched  a  mix,  its 
Bisquick  brand.  But  aside  from  Jiffy 
and  Bisquick,  most  of  the  new  brands 
fell  by  the  wayside  long  ago. 

With  the  U.S.'  entry  into  World  War 
n,  millions  of  women  left  their  homes 
for  the  factories — which  was  great  for 
the  Holmeses.  Demand  for  conve- 
nience products  such  as  Jiffy  mixes 
grew  rapidly.  Exempt  from  military 

Photos  b\'  James  Schnepf 


The  young  and  old  inside  Chekea  today 

A  visitor  checks  otU  the  plant's  1940s  equipment 


service  because  he  was  in 
an  industry  designated  as 
an  essential  business, 
Howard  sold  Jiffy  mixes  to 
a  greater  spread  of  grocery 
stores.  By  the  late  Forties 
the  product  was  national- 
ly distributed,  and  by 
1957  Chelsea  Milling  was 
completely  out  of  the 
commercial  flour  milling 
business  and  was  produc- 
ing only  what  was  needed 
for  its  mixes.  Today  Gen- 
eral Mills'  Bisquick  has 
75%  of  the  $120  million 
biscuit  mix  business.  The 
Holmeses  have  a  profit- 
able 14%  of  the  biscuit 
mix  business  and  about 
50%  of  the  $100  million 
muffin  mix  business,  aug- 
mented by  a  very  small 
share  in  cakes  and  icings. 
Among  the  Holmes 
clan's  most  effective 
weapons  is  aggressive 
pricing.  Jiffy  mixes  sell  for 
half  the  price  or  less  of 
Bisquick  or  Procter  &. 
Gamble's  Dim  can  Hines. 
Chelsea     can     keep     its 

prices  so  low  by  spending 

little  money  on  packaging  and  no 
money  on  advertising,  except  for  pro- 
motions with  grocery  stores.  Instead 
it  counts  on  word-of-mouth  advertis- 
ing from  an  older  generation  of  cooks 
to  their  children  and  on  its  low  price 
to  sell  product. 

"Frankly,  our  only  marketing  prob- 
lem is  that  people  who  haven't  tried 
our  products  before  say,  'It's  a  dollar 
less,  what's  wrong  with 
it?' "  says  Howard 
Holmes,  now  76.  "Once 
they  try  it,  though,  they'll 
stick  with  it." 

Jiffy  has  increased  its 
price  only  once  in  the  last 
ten  years.  Laughs  Howard 
Holmes:  "I'm  sure  some 
of  our  competitors  won- 
der why  those  dingbats 
don't  raise  their  prices, 
but  we  follow  our  own 
philosophy." 

These  days,  if  one 
wants  true  ease  and  con- 
venience, one  buys  a  fro- 
zen or  already-baked  prod- 
uct. The  trend  is  not  good 
for  Jiffy,  but  it  hurts  high- 
er-priced mixes  like  Dun- 
can Hines  more  than  the 
low-priced  Jiffy,  which  al- 
ready appeals  to  price-sen- 
sitive consumers. 
To  make  sure  they  can 
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keep  Jiffy  on  supermarket  shelves,  the 
Holmeses  go  out  of  their  way  to  keep 
food  distributors  and  retailers  happy. 
Because  of  a  smaller  box  and  a  higher- 
margin  percentage  to  the  retailer,  Jiffy 
takes  less  shelf  space  and  generates 
high  inventory  turnover,  ensuring  a 
decent  profit  for  the  grocer. 

Chelsea  Milling's  gleaming  clean 
flour  mill  is  next  to  the  old  grain 
elevators  on  the  railroad  tracks  in  cen- 
tral Chelsea.  Unprocessed  flour  is 
pneumatically  blown  in  from  the 
storage  silos,  filtered  and  sifted  down- 
ward through  large  white  shaking  ma- 
chines, and  mixed  with  various  ingre- 
dients. The  mixes  then  go  through 
large -funnels  to  the  packaging  lines, 
where  the  activity  is  intense:  Despite 
the  recent  addition  of  four  new  lines, 
the  company  runs  its  packaging  lines 
24  hours  straight,  to  produce  1.25  mil- 
lion boxes  of  Jiffy  mixes  a  day. 

The  machinery  used  to  package  Jif- 
fy mixes  was  built  in  the  Forties.  The 
Holmeses  have  looked  at  newer 
equipment,  but  decided  that  the  cost 
wasn't  justified  by  its  incremental 
output.  In  fact,  they  like  their  1940s 
equipment  so  well  that  they  bought  a 
large  amount  of  extra  machinery  at 
the  time,  and  have  ten  spare  assembly 
lines  in  storage  to  replace  or  expand 
their  packaging  operations. 

If  nothing  else,  Chelsea  Milling  is  a 
family  affair  and  the  brothers  Holmes 
intend  to  keep  it  that  way.  Howard  is 
president  and  has  three  children  in 
the  business.  His  eldest  son.  Howdy, 
42,  came  in  IVz  years  ago  after  a  20- 
year  career  as  a  race  car  driver.  How- 
dy's  brother,  William,  35,  concen- 
trates on  the  sales  end  of  the  business. 
Their  sister,  Kathryn,  37,  does  retail 
sales  on  the  West  Coast. 

Meanwhile,  Dudley  Holmes  has  re- 
tired but  still  spends  many  a  day  at 
the  plant.  His  son,  Dudley  Jr.,  has 
been  working  at  the  company  for  21 
years  and  is  currently  vice  president 
in  charge  of  the  flour  mill  and  quality 
control  for  the  company. 

Do  the  recent  high  stock  prices  at 
which  brand-name  packaged  goods 
firms  have  traded  make  the  Holmeses 
itchy  to  seil  out,  or  at  least  raise  ex- 
pansion capital  by  taking  the  compa- 
ny public?  Dudley  Holmes  Sr.  says  no. 
"There  are  third-generation  workers 
here  whom  I  have  watched  grow  up," 
he  says.  "That's  a  great  incentive  to 
keep  this  business  going." 

Brother  Howard  agrees.  "It  might 
take  us  longer  to  accomplish  some 
things  than  others,  but  we  keep  roll- 
ing along,"  he  says.  "What  would  we 
do  with  a  trillion  dollars,  when  we're 
doing  just  what  we  want  to  do  right 
now?"  ■ 
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The  Sony  Video  Walkman. 
Think  of  it  as  a  carry- onVCR. 

Waiting  for  your  plane?  If  you  travel  with  the  Sony  Video  Walkman,  you'll  never  wait  alone. 
The  Video  Walkman  is  an  amazing  portable  VCR  and  TV  in  one  compact  package.  So  you  can 
watch  pre-recorded  movies  like  "Chances  Are"  any  chance  you  get  And  you'll  be  watching  it  on 
a  crystal-dear  4"  color  LCD  screen. 

The  Sony  Video  Walkman.  It's  the  new  travelling  essential       ^^  ^^  T^T  "^^ 
because  it's  the  VCR  that  knows  its  place-and  that's  anyplace.      ^"^  ^*^  ® 

©  Copyright  1990  Sony  Corporation  ol  Americo  All  rights  leserved  Sony  ond  Video  Wolkmon  ore  Irademorks  of  Sony  ©  1984  Columbio  Pidures  Industiies.  Im  All  iighls  reserved 


The  evolution  of  a  classic: 
the  new  Hartmann  Hangbag. 

Start  with  Hartmann 's  classic  styling  and  legendary 

handcrafted  quality  -  add  to  that  an  array  of  exclusive 

features  that  make  things  easier  for 

you  and  your  clothes  -  and  you  have 

a  new  standard  for  hangbags: 

the  new  Hartmann  four-suiter. 

The  evolution  of  a  classic. 


hflr^i 


Handcrafted  since  1877. 


Send  for  a  list  of  your  nearest  Hartmann  Dealers,  Dept.  6F72 
Hartmann  Luggage  Co.,  Hartmann  Drive,  Lebanon,  TN  37087 
DuPont  TEFLON  ®  water  and  stain  repeller  ©1 990  Hartmann  Luggage 
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Lessons 


A  couple  of  years  ago  Oshkosh  B'Gosh  was 
becoming  a  victim  of  its  own  success.  Here 
is  how  Fritz  Hyde  rescued  the  situation. 

Investing  one's 

way  out 

of  trouble 


Chairman  Charles  (Fritz)  Hyde  made 
when  the  clothing  company  suddenly 
faltered  in  1988.  Now,  thanks  to  his 
decisive  action,  the  company  is  enjoy- 
ing record  earnings. 

For  most  people  under  50,  Oshkosh 
B'Gosh  needs  little  introduction.  It 
started  in  Oshkosh,  Wis.  in  1895  as  a 


By  Reed  Abelson 


SOMETIMES  THE  BEST — and  al- 
most always  the  hardest — thing 
a  company  can  do  is  invest  in  its 
future  just  when  its  glorious  past  has 
turned  into  a  bleak  present.  Such  was 
the  decision  Oshkosh  B'Gosh,   Inc. 


maker  of  bib  overalls  for  farmers  and 
railroad  workers;  the  company  still 
does  about  $20  million  (in  wholesale 
sales)  a  year  of  business  in  the  kind  of 
workclothes  that  were  popular  on  col- 
lege campuses  two  decades  ago. 

In  1968  Fritz  Hyde  began  offering 
kids'  lines  in  the  Miles  Kimball  cata- 
log. Seven  years  later,  at  the  sugges- 
tion of  his  son  Douglas,  the  company 
introduced  a  line  of  children's  cloth- 
ing featuring  its  overalls,  cut  way 
down,  in  bright  reds,  yellows  and 
blues,  patterns  and  stripes.  The  line 
took  off  immediately.  By  the  mid- 
1980s  Oshkosh  was  also  making  knit 
tops.  Licensing  agreements  for  labeled 
shoes,  socks  and  swimwear  eventual- 
ly followed.  Says  white-haired  Fritz 
Hyde,  somewhat  diffidently:  "We  had 
momentum  going  there,  and  it  just 
seemed  to  snowball  on  us." 

So  it  did,  in  more  ways  than  one. 

From  1977  to  1987,  sales  at  Osh- 
kosh increased  ninefold,  to  $226  mil- 
lion. But  managing  that  kind  of 
growth  was  hard  work  for  which  Hyde 
and  his  managers,  several  of  them 
members  of  his  family,  were  unpre- 
pared. By  the  late  1980s  the  company 
was  sweating  as  it  struggled  to  keep 
up  with  the  growing  demands  of  its 
retailers  and  consumers.  New  stores 

Tom  BarntxTxcr 


Oshkosh  B'Gosh  Chairman  Charles  Hyde  and  Preside)  u  I /any  Kro^h 
Running  a  successful  children's  apparel  company  isn't  child's  play. 
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such  as  Kids  "R"  Us,  started  by  Toys 
"R"  Us  in  1984,  wanted  more  and 
more  product  to  fill  their  shelves  and 
were  looking  to  Oshkosh  for  supplies. 

It  wasn't  long  before  Oshkosh  start- 
ed to  show  strains  from  its  rapid 
growth.  The  company  relied  heavily 
on  outside  contractors  to  produce  its 
clothing,  which  increased  its  costs. 
Oshkosh  experimented  with  designs 
that  required  substantial  changes  in 
its  manufacturing  techniques,  throw- 
ing off  production  schedules. 

By  the  end  of  1988  retailers  were 
feeling  the  effects:  Deliveries  were 
late,  tops  were  received  without 
matching  bottoms.  Canceled  orders 
increased  ominously.  For  the  first 
time  in  more  than  20  years,  earnings 
in  1988  were  significantly  less  than 
the  year  before.  The  company's  stock, 
a  real  highflier  in  1987,  dropped  by 
about  half,  to  IOV2,  in  1988. 

It  was  at  this  point  that  Hyde 
showed  his  true  mettle.  Many  busi- 
nessmen would  have  shrunk  from  the 
problems  and  cut  back  their  business- 
es. Hyde  charged  ahead,  investing 
heavily  to  get  his  business  under  con- 
trol. He  acquired  four  new  plants  and 
a  distribution  center  and  automated 
many  of  Oshkosh  B'Gosh's  existing 
factories.  This  pushed  down  Oshkosh 
B'Gosh's  dependence  on  outside  con- 
tractors from  34%  of  total  sales  in 
1988  to  under  20%  this  year.  Hyde 
also  bought  a  new  computer  system; 
this  allows  the  manufacturing  and 
merchandising  departments  to  work 
more  closely  together  to  plan  new 
fashion  offerings.  And  rather  than 
change  the  type  of  garment  it  makes, 
a  costly  maneuver  in  any  event,  the 
company  concentrates  more  on  vary- 
ing the  color  and  style  as  a  way  of 
keeping  up  with  the  times. 

Hyde  also  invested  in  Oshkosh's 
management  structure.  He  hired  Har- 
ry Krogh,  formerly  president  of  In- 
terco  Inc.,  as  Oshkosh's  president, 
and  promoted  son  Doug  and  son-in- 
law  Michael  Wachtel.  He  also  added 
two  vice  presidents.  Says  the  70-year- 
old  Hyde,  who  assumed  the  role  of 
chairman  jn  the  restructuring:  "We 
don't  run  ^e  company  by  the  seat  of 
our  pants  anymore." 

Oshkosh  B'Gosh's  retail  store  cus- 
tomers are  already  seeing  the  results 
of  Hyde's  investment  program  in  dra- 
matically improved  delivery  times 
and  better  styling.  Says  Michael  Gold- 
stein, vice  chairman  of  Toys  "R"  Us: 
"They're  still  capturing  the  Oshkosh 
look  and  feel,  but  it's  very  fashion- 
able." In  April,  as  a  further  testament 
to  the  strength  of  its  brand  name  and 
the  fact  that  its  production  problems 
are  mostly  behind  it,  Oshkosh  an- 
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The  Sony  Video  Walkman. 
Think  of  it  as  brown  bagging  aVCR- 

Packing  a  movie  is  now  as  easy  as  packing  a  lunch.  Just  slip  a  Sony  Video  Walkman 
into  your  attache  case  and  enjoy  a  movie  like  "When  Harry  Met  Sally"  before  your  next  meeting. 

The  Video  Walkman  is  a  portoble  VCR  and  television  in  one  astounding  small  package. 
Take  it  anywhere  and  enjoy  pre-recorded  movies  on  its  brilliant 
4"  color  LCD  screen.  The  Sony  Video  Walkman  is  rhe  VCR  that 
knows  its  place-and  that's  anyplace. 

©  Copyright  1990  Sony  Cotporolion  of  Americo.  All  fights  reserved.  Sony  ond  Video  Wolkmon  are  trademorks  of  Sony 


ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 
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WITHOUT  US 
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February  1st  1953  is  a  date 
many   Dutchmen   will   always 
remember.  Throughout  the  night, 
a  fierce  storm  roared  onshore 
driven  by  gale  force  winds. 

Just  before  dawn,  horrified 


observers  in  Zeeiand  saw  the 
gigantic  sea  dike  suddenly 
bulge  and  crumble.  By  noon,  vast 
tracts  of  the  country  were  under 
water  Two  thousand  people 
and  250,000  farm  animals  died. 


In  the  aftermath,  it  was  obvious 
that  massive  new  sea  defen- 
ses were  needed.  The  question 
was  how  to  anchor  them  in 
the  treacherous  shifting  sands. 
We  at  Akzo  provided  the 


solution.  Years  of  developmc 
had  resulted  in  polyester  fib« 
that  were  as  strong  as  steel.  < 
We  now  wove  these  into  hu 
mats,  flexible  yet  tough,  whidi 
were  ballasted  onto  the  bottc^ 
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LAND'S  SUNK 


iie  sea  and  meshed   into 
dikes.Once  in  place,  mats  and 
s  proved  immovable. 
Phis  is  but  one  of  our  con- 
utions  to  the  well-being  of 
and  and  the  other  49  coun- 


tries where  we  operate. 

We  are  one  of  the  world's 
largest  chemical  companies, 
70,000  strong,  active  in  the  fields 
of   chemicals,  fibers,   polymers, 
coatings  and  health  care. 


Last  year  our  efforts  yielded 
sales  of  US  $  8  billion. 

For  further  information 
please  write  to  Akzo  America  inc., 
Corp.  Comm.  Dept.,  Ill  West 
40th  Street,  New  York,  N.Y.  10018. 


AKZO 


nounced  that  select  J.C.  Penney  and 
Sears  stores  will  be  offering  its  chil- 
dren's clothes  for  the  first  time  start- 
ing in  December.  Penney,  which  is 
slowly  transforming  itself  into  a  high- 
er-end retailer,  has  10%  of  the  chil- 
dren's apparel  market. 

Financially,  too,  the  comer  has 
been  turned.  Last  year  the  company 
earned  a  record  $38  million  on  sales  of 
$315  million,  achieving  a  33%  return 
on  average  shareholders'  equity.  At 
around  11%,  Oshkosh's  net  profit 
margin  was  one  of  the  highest  among 
apparel  manufacturers. 

Like  most  U.S.  businessmen,  Fritz 
Hyde  is  now  casting  his  eye  overseas. 

Oshkosh's  recently  signed  joint 
venture  in  Europe  is  with  Poron  Dif- 
fusion S.A.,  a  publicly  held  French 
apparel  manufacturer  with  $130  mil- 
lion in  revenues.  "Poron  probably  had 
the  most  international  business  of  all 
the  children's  wear  manufacturers," 
says  Hyde.  In  the  Far  East,  Oshkosh  is 
test  marketing  its  clothing  with  Fa- 
miliar, a  prominent  Japanese  chain 
with  some  30  retail  stores.  Sales  out- 
side the  U.S.  accounted  for  a  mere  2% 
of  total  revenues  last  year;  Hyde's  aim 
is  to  increase  that  to  12%  by  1994, 
half  of  that  coming  from  Europe. 

In  Oshkosh  B'Gosh's  home  market, 
Hyde  hopes  to  sell  apparel  to  both 
yoimger  and  older  customers.  The 
company  bought  the  U.S.  operations 
of  Poron,  which  produce  layettes  and 
infantwear  under  the  Absorba  brand. 
"Absorba  has  a  market  of  its  own,  a 
cachet  of  its  own  and  distribution  of 
its  own,"  says  Oshkosh's  new  presi- 
dent, Harry  Krogh.  That  acquisition 
was  followed  in  April  by  the  purchase 
of  Essex  Outfitters.  Essex  is  the  U.S. 
licensee  of  Boston  Traders  children's 
wear,  clothing  designed  to  appeal  to 
toddlers  and  sophisticated  preteens,  a 
market  in  which  Oshkosh  has  never 
been  strong. 

Fritz  Hyde's  father-in-law.  Earl  Wy- 
man,  bought  the  company  with  part- 
ner Samuel  Pickard  in  1934.  Today 
various  family  members  together  own 
57%  of  Oshkosh  B'Gosh's  voting 
stock.  If  the  Hydes  ever  sold  the  com- 
pany, with  its  strong  finances  and 
brand  name,  it  would  no  doubt  attract 
quite  a  premium  to  its  current  market 
value  of  $442  million.  But  they  have 
no  such  plans.  In  1985  the  company 
split  the  stock  into  two  classes  to 
ensure  family  control.  "We  have  a 
new  trick,  a  third  generation,  and  we 
felt  very  comfortable  about  wanting 
to  give  them  the  opportunity  to  man- 
age the  company,"  says  Hyde.  By  rein- 
vesting in  the  company  at  a  difficult 
time,  Hyde  will  be  passing  on  a  won- 
derful legacy.  ■ 
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Opportunities 


Rehabilitation  medicine  is  the  fastest-grow- 
ing part  of  the  health  care  industry,  and 
Richard  ScriAshy  is  making  the  best  of  it. 

Straighten 

that  back! 

Bend  those  knees! 


(drg)  system  has  trimmed  if  not  en- 
tirely eliminated  most  hospitals' 
profits. 

What  part  of  the  health  balloon  is 
expanding?  The  rehabilitation  indus- 
try. Inpatient  rehabilitation  hospitals 
and  outpatient  facilities  specialize  in 
teaching  victims  of  strokes,  industrial 
accidents,  brain,  spinal  cord  and 
sports  injuries  how  to  walk,  talk  and 
function  again.  Rather  than  limit  re- 
imbursement to  a  fixed  amount, 
Medicare  and  private  insurance  plans 
reimburse  rehabilitation  facilities  for 


By  Ellen  Paris 


SQUEEZE  THE  AIR  from  ouc  part  of 
an  inflated  balloon,  and  another 
part  swells.  The  medical  busi- 
ness in  this  country  is  like  that  bal- 
loon. In  the  last  few  years.  Medicare 
and  the  private  insurance  companies 
that  pay  most  medical  bills  have  been 
clamping  down  on  hospitals  and  doc- 
tors by  reimbursing  them  according 
to  a  preset  fee  schedule  covering  most 
standard  medical  procedures.  This  so- 
called    diagnostic-related    groupings 


Danny  Turner 


Healtbsonth  founder  Ridxird  Scrushy 

"I  Baw  the  squeezing  and  wanted  to  take  advantage  qf  it/ 
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Every  hour  -  around  the  globe  - 
/#   trucks  with  Eaton  transnnissions 
•^     log  seventeen  million  miles. 
^    .^  On  every  continent  -  In 
%  every  clime -over 
^  every  terrain -every 
^  hour -another 
^  «.%  17000,000  miles. 
^^That's  experience! 
,A  Unique,  unrivaled, 
^^  Irreplaceable 
experience.  That's 
.  why -when  your 
livelihood  depends 
"  ^  dependability -your 


rahsmission  is  Eaton. 


At  Eaton,  we're  a  part 
of  your  team.  Solving  today's 
(Iroblems.  Anticipating 
ton|)rrow^  needs.  For  everything 
from  appliances  to  aircraft,  power  tools 
to  trucks. 

,      We  do  more  than  make  parts.  We 
"manufacture  solutions. 


e  manuTacture  solutions. 


NYSE:  ETN 


F:T 


tyvsi^^wrmy^:. 


February  244990 

Americans  just  dotf  t 

vinderstand  the 

quality  of  ovir  cars... 

Andthat^ 

gonna  change'.' 


Ic^^''^-^ 


March  29, 1990 

Chrysler  Imperial 

has  the  highest  quality 

rating  of  any  car 

built  in  Americal 


-1990  EARLY  BUYER  STUDY,  FROM  C.A.R.  INC. 


In.- its  very  first  year  of  production,  the  new  Chrysler  Imperial  has  already  shown 
America  what  Chrysler  is  achieving  in  quality.  In  an  independent  buyer  perception 
survey  by  Consumer  Attitude  Research,  Imperial  had  the  highest  rating  of  any  car 
built  in  America.  In  fact,  it  was  highest  in  13  of  16  quality  categories.  In  the 
Overall  Opinion  ranking.  Imperial  had  the  highest  percentage  of  completely 
satisfied*  customers. 

Imperial:  The  highest  quality 
rating  of  any  car  built  in  America.  chrysler  •  Plymouth  •  dodge  •  dodge  trucks  •  jeep®-  eagle 


lad  tne  nignest  perLeiiiagc  ui  Luinpiciciy 

Advantage:  Chrysler.^ 


•  Owner  Attitude  Survey  Source:  1990  early  buyer  survey,  C.A.R.  Inc.  First  60-90  days  ownership. 


their  actual,  billed  costs — the  logic 
being  that  it's  difficult  to  quantify 
how  long  it  will  take  a  person  to  get 
back  on  his  or  her  feet,  as  everyone 
responds  differently  to  treatment. 

The  doctors  are  certainly  following 
the  relative  abundance  of  money 
available  in  rehabilitation.  In  1982, 
according  to  the  American  Medical 
Association,  there  were  2,300  reha- 
bilitation physicians  in  the  U.S.  To- 
day there  are  close  to  4,000.  All  told, 
rehabilitation  services  revenues  add 
up  to  $10  billion,  a  number  that  is 
growing  by  nearly  20%  annually. 

Enter  Richard  Scrushy,  a  young  en- 
trepreneur who's  getting  rich  off  this 
rehabilitation  boom.  His  six-year-old 
company,  Healthsouth  Reha- 
bilitation Corp.  of  Birming- 
ham, Ala.,  runs  14  inpatient 
and  3 1  freestanding  outpatient 
rehabilitation  centers  in  21 
states.  Healthsouth  reported 
earnings  of  $8  million  last  year 
on  surging  revenues  of  $150 
million.  Traded  on  the  Big 
Board  at  a  recent  22,  the  com- 
pany has  a  market  value  of 
around  $224  million.  Scrushy, 
who  lives  in  an  antebellum 
mansion  and  plays  keyboards 
in  a  rock  band  on  weekends, 
owns  just  under  8%  of  the 
company's  10  million  shares. 

Scrushy,  37,  grew  up  in  Sel- 
ma  and  attended  the  Universi- 
ty of  Alabama  in  Birmingham, 
where  he  earned  a  degree  in 
respiratory  therapy.  In  1983,  at 
age  30,  he  was  a  vice  president 
with  Houston-based  Lifemark 

Corp.,  a  health  care  manage-    

ment  firm  acquired  in  1984  by  Los 
Angeles-based  American  Medical 
International. 

"I  saw  the  squeezing  of  reimburse- 
ment in  the  health  care  system  and  I 
wanted  to  take  advantage  of  that 
change,"  says  Scrushy.  "My  idea  was 
to  provide  high-quality  hospital-type 
rehab  services  in  a  low-cost  setting." 

As  Scrushy  tells  the  story,  a  Citi- 
corp venture  capitalist  overheard  him 
in  a  Houston  restaurant  outlining  his 
plans  for  Healthsouth,  and  offered  $1 
million  of  venture  capital  money. 
Scrushy  convinced  four  of  his  Life- 
mark  associates  to  move  to  Birming- 
ham to  build  Healthsouth's  first  out- 
patient facility. 

Unlike  such  competitors  as  Bos- 
ton's Greenery  Rehabilitation  Group 
and  Mechanicsburg,  Pa. -based  Conti- 
nental Medical  Systems,  which  focus 
on  inpatient  specialties  like  head  and 
spinal  injuries,  Healthsouth  has 
leaned  mainly  toward  less  expensive 
outpatient  rehabilitation  services.  Its 


facilities  are  more  like  high-priced 
health  clubs  than  hospitals.  Health- 
south's outpatient  facilities  are  built 
around  a  large  gymnasium.  Some  pa- 
tients peddle  exercise  bikes  while 
rock  music  blares.  Old  and  young  peo- 
ple work  out  side  by  side  on  exercise 
machines,  some  alone  and  others  su- 
pervised by  therapists.  There  are  also 
private  treatment  rooms  and  physical, 
occupational  and  speech  therapy  de- 
partments. Computers  are  linked  to  < 
testing  machines  that  send  reports  to 
doctors  on  how  their  patients  are  re- 
sponding to  treatment.  An  average 
visit  costs  between  $50  and  $90. 

To  keep  the  insurance  companies 
happy,  Scrushy  holds  prices  down  by 


Champion  waterskier  Camille  Duvall 
A  satisfied,  customer. 


minimizing  construction  costs  and 
maximizing  the  use  of  his  facilities. 
Healthsouth's  outpatient  facilities  av- 
erage 15  to  20  patients  per  hour — 
about  200  a  day.  All  facilities  have  the 
same  architecture,  the  same  basic 
floor  pmns,  carpeting,  wallpaper  and 
furniture.  To  save  more  money, 
Scrushy  plans  to  separate  future  pur- 
chasing and  administration  areas  of 
his  centers  from  the  rest  of  the  facili- 
ty, allowing  him  to  build  those  areas 
to  a  less  expensive  building  code. 

Scrushy  listens  carefully  to  his  cus- 
tomers, which  in  Healthsouth's  case 
are  the  doctors  who  send  their  pa- 
tients to  the  firm.  Its  back  rehabilita- 
tion program — widely  used  by  wor- 
kers' compensation  insurers  and  em- 
ployers— was  introduced  at  the  urging 
of  Dr.  Scott  Burke,  a  Denver  spinal 
rehab  specialist.  The  program  takes 
about  four  weeks  and  costs  $3,700.  It 
includes  stretching,  aerobic  condi- 
tioning, anatomy  education  and  work 
simulation  exercises. 


One  reason  more  money  is  flowing 
into  the  rehabilitation  segment  of 
health  care  is  that  rehab  can  save 
more  money  than  it  costs.  One  study 
by  Northwestern  National  Life  Insur- 
ance Co.  found  that  for  every  $  1  spent 
on  rehab,  $30  is  saved  in  disability 
benefits.  Sheila  Griffee,  a  senior 
claims  representative  with  Cigna  who 
uses  Healthsouth  extensively  for  wor- 
kers' compensation  cases  in  Denver 
and  South  Carolina,  cites  a  Denver 
tree  trimmer  who  was  told  after  a 
shoulder  injury  that  he  wouldn't  be 
able  to  return  to  his  job.  After  attend- 
ing Healthsouth  for  three  weeks,  his 
doctor  said  he  could  start  working 
again  after  all.  Griffee  figures  Cigna 
saved  as  much  as  $300,000  by 
not  having  to  pay  a  permanent 
disability  claim. 

If  Scrushy  has  a  problem  on 
the  immediate  horizon,  it  is 
meeting  Wall  Street's  very 
high  expectations.  With 
Healthsouth  trading  at  nearly 
26  times  trailing  earnings,  a 
minor  misstep  would  probably 
send  the  stock  cascading. 

How  will  Scrushy  deliver  the 
20% -plus  growth  the  market 
expects?  In  December  Scrushy 
paid  $21  million  for  a  219-bed 
general  hospital   in  Birming- 
ham that  specializes  in  ortho- 
pedic surgery  and  sports  medi- 
cine.  "This  was  a  diversion 
from  what  he's  been  doing,  and 
there  is  a  lot  riding  on  it,"  says 
Dorothy  Ryan,  an  analyst  with 
Robertson    Stephens    &.    Co. 
Scrushy  defends  the  acquisi- 
tion,    saying    it    fits    Health- 
south's plans  to  develop  its  sports 
medicine   business.    Dr.    James   An- 
drews, chief  of  orthopedics  and  sports 
medicine  at  the  hospital,  is  sought  out 
by  professional  athletes,  who  come 
from  all  over  the  country  for  arthrosco- 
pic knee  and  shoulder  surgery.  Says  one 
satisfied  sports  medicine  customer, 
champion  waterskier  Camille  Duvall, 
"They  [Healthsouth]  have  brought  pro- 
fessional rehab  to  the  masses." 

Crimping  Scrushy's  ambitions 
somewhat,  the  company  is  highly  le- 
veraged, with  debt  of  $132  million 
amounting  to  67%  of  total  capital. 
But  Healthsouth  also  has  $32  million 
in  cash  and  marketable  securities,  $50 
million  available  on  a  credit  line  and 
more  than  $10  million  in  estimated 
cash  flow  available  from  operations 
this  year.  The  chances  are  that 
Healthsouth  will  be  able  to  continue 
its  rapid  rate  of  expansion  for  as  long 
as  the  insurance  companies  rcmani 
willing  to  foot  the  rehabilitation  bills 
that  are  submitted  to  them.  ■ 
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^  ^  ^/ 


^  „ 


Thank  Dad  for  being  more  proud  than  angry 


Ultimatel)^  there's  Black. 


Send  a  gift  of  Johnnie  Walker"  Black  LabeP-  anywhere  in  the  U.S.A.  Call  I-800-243-37S7.  Void  where  prohibited. 

■c,  1990  SCHIEFFELIN  4  SOMERSET  CO  Nr,  NY  JOHNNIE  WALKER  •  BLACK  LABEL"  BLENDED  SCOTCH  WHISKY,  iJ3<)  -  Ak.   Vol '868") 


^ 


ifiTff^^^il^ 
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If  you  travel  SAS  to  Europe  in  the  90s,  you'll  he  our 
customer  all  of  the  way.  Not  just  in  the  air. 

Grand  statements  require  amplification. 

Let's  say  you  want  to  go  from  New  York  to 
Hamhurg. 

It  starts  off  nicely  as  you  hoard  your  flight  on 


Kuropc^'s  most  punctual  airline. 

You  get  offlhi'  plane  in  (^op<'nhagen,  hut  the  wa; 
we  look  at  things  you're  still  our  responsihility. 

Before  continuing  to  Ilanihurg,  niayhe  you'll  try 
our  sauna,  hreaklast  huffet  or  simply  decide  to  put 
your  f(*et  up.  (Copenhagen  is  huilt  lor  it. 


SAS.  CHICAGO:  150  N.  MICHIGAN  AVE.  SUITE  2110.  LOS  ANGELES:  222  N.  SEPULVEDA  BOULEVARD,  SUITE  1900,  EL  SEGUNDO.  NEW  YORK:  1270  AVE  OF  THE  AMERICAS. 


Now  we're  taking 
you  all  of  the  way. 


■|ife: 


Later  when  you  touch  down  in  Germany,  you'll  find 
we're  still  hy  your  side.  Waiting  lor  you  is  the  SAS 
EuroClass  Ca^,  a  Volvo  760,  available  at  a  special  rate. 

Finally,  we  suggest  you  check  in  to  one  of  our  busi- 
ness hotels,  where  you're  guaranteed  the  SAS  level 
ol  service. 

SUITE  3015.  SEATTLE:  1301  5TH  AVE.  SUITE  2  727.  CALL  TOLL-FREE  1-800-221-2350. 


Which  brings  us  right  back  to  where  we  started: 
Now  you're  our  customer  all  of  the  way. 

M//S€f 

Well  be  there 


SCANDINAVIAN  AIRLINES  SYSTEM 


Regions/Laredo 


The  businessmen  of  Monterrey,  Mexico, 
have  long  been  forced  to  ship  their  U.S.- 
bound  goods  through  only  one  border 
crossing.  Soon  there  will  be  two,  to  the 
benefit  of  just  about  everyone. 

Monterrey's 
revenge 


without  reason,  the  businessmen  of 
Monterrey  saw  Nuevo  Laredo  as  a  den 
of  thieves — corrupt  customs  officials 
in  league  with  entrenched  unions  in- 
flating the  cost  of  transporting  goods 
an  estimated  20%  with  featherbed- 
ding,  bribery  and  high  trucking  fees. 
For  Mexican  businessmen  fighting  to 
be  competitive  in  world  markets, 
such  unproductive  add-on  costs  were 
debilitating.  "The  Monterrey  crowd 
just  hates  Nuevo  Laredo,"  says  one 


By  William  P.  Barrett 


EACH  DAY  about  1,700  trucks 
and  several  hundred  railroad 
cars  crawl  across  the  three 
groaning  bridges  spaiming  the  narrow 
Rio  Grande  between  Laredo,  Tex.  and 
Nuevo  Laredo,  Mexico.  Los  Dos  Lare- 
dos,  as  they're  known,  straddle  the 
Pan-American  Highway,  the  best 
route  between  most  of  Mexico  and 
the  eastern  two-thirds  of  the  U.S. 

About  35%  of  all  Mexican-U.S. 
trade  passes  through  the  two  cities, 
making  Laredo  this  country's  largest 
inland  port-of-entry.  "Everyone  is 
amazed  by  the  growth,"  says  Laredo 
City  Manager  Peter  Vargas.  They 
shouldn't  be.  Laredo  became  the  inev- 
itable focus  for  U.S. -Mexico  trade  in 
1848,  when  a  treaty  ending  the  Mexi- 
can War  fixed  the  international  border 
at  the  Rio  Grande  (see  map).  Some  of 
the  goods  pouring  across  the  border 
around  Laredo  are  contraband — every- 
thing from  drugs  and  illegal  aliens 
northbound  to  guns  and  electronics 
gear  southbound.  But  most  of  it  is 
legitimate.  Mexico  is,  after  all,  one  of 
the  U.S.'  six  largest  trading  partners. 

The  south  Texas  border  economy  is 
largely  rooted  150  miles  south  of  the 
border  in  Monterrey,  a  bustling  indus- 
trial city  of  2.5  million  people.  Domi- 
nated by  a  handful  of  old-money  fam- 
ilies, including  the  Garza  Sadas,  Mon- 
terrey is  the  industrial  heart  of 
Mexico.  Its  output,  which  includes 
steel,  cement,  petrochemicals  and 
foodstviffs,  accounts  for  fully  half  of 
Laredo's  estimated  $6  billion  a  year  in 
legal  imports  from  Mexico. 

For  decades  the  tycoons  in  Monter- 
rey, capital  of  the  state  of  Nuevo 
Leon,  disliked  sending  their  products 
through  Nuevo  Laredo,  situated  in 
the  rival  state  of  Tamaulipas.  Not 


customs  broker. 

Trucks  often  waited  in  miles-long 
lines  to  clear  the  border,  a  process  that 
could  take  a  day  or  more.  But  Monter- 
rey's business  people  had  little 
choice:  Nuevo  Leon's  8-mile-wide 
frontier  with  Texas,  about  30  miles 
upriver  from  Nuevo  Laredo,  didn't 
have  a  bridge  or  decent  access  roads. 
Other  northeastern  Mexico  crossings 
lacked  nearby  U.S.  interstates. 
*  Pretty  soon  Monterrey  will  have  a 
choice,  thanks  to  Nuevo  Leon's  gov- 
ernor, Jorge  Trevino  Martinez.  Several 
years  ago  he  began  organizing  what  is 
now  a  consortium  of  five  Monterrey 
companies  to  build  two  toll  roads  that 
will  cost  more  than  $200  million. 

One  road  will  wind  from  Monterrey 
to  Nuevo  Laredo,  near  the  existing 
highway.  The  second  will  branch  off 
northwest,  to  the  tiny  Nuevo  Leon 
frontier  town  of  Colombia.  There  a 
new  bridge  will  cross  the  Rio  Grande 
to  Dolores,  a  mining  ghost  town.  The 
consortium,  which  arranged  its  own 
financing,  received  a  franchise  to  op- 
erate the  roads  for  eight  years — or 
longer,  if  needed,  to  earn  a  15%  armu- 
al  return.  When  the  construction  is 
finished,  maybe  by  1992,  Monterrey's 
businessmen  will  have  a  viable  border 
choice  for  the  first  time. 

Mexico's     market-oriented    presi- 


Photos  by  Zig\'  Kaluzny 
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dent,  Carlos  Salinas  de  Gortari,  whose 
family  hails  from  Nuevo  Leon,  gave 
permission  for  both  roads  and  the 
bridge.  Governor  Trevino  then  jaw- 
boned American  authorities  to  ap- 
prove the  Colombia-Dolores  bridge. 

Naturally,  the  new  project  threat- 
ened some  very  vested  interests. 
When  Texas  Governor  Bill  Clements 
backed  the  project,  Laredo's  city  fa- 
thers suddenly  saw  the  danger.  If  a 
new  Texas  road  were  built  connecting 
the  Colombia-Dolores  bridge  directly 
to  Interstate  35,  the  main  artery 
north,  Mexican  trade  could  bypass  La- 
redo, and  the  city's  economy  would 
suffer.  To  protect  itself,  Laredo  quick- 
ly agreed  to  finance  and  operate  the 
U.S.  half  of  the  bridge.  In  return,  Cle- 
ments agreed  not  to  build  the  shortcut 
road,  meaning  trucks  will  still  have  to 
double  back  20  or  so  miles  into  the 
streets  of  Laredo.  To  further  prevent 
that  shortcut — and  cash  in  on  what 
likely  will  be  a  development  boom — 
Laredo  will  extend  its  city  limits  to 
incorporate  Dolores  and  the  bridge. 

The  new  span  will  have  eight  lanes 
and  incorporate  several  square  miles 
of  state-of-the-art  customs  storage  fa- 
cilities on  both  sides  of  the  river.  In 
terms  of  infrastructure,  it  will  be  one 
of  the  largest  border  crossings  in  the 
world.  Even  though  the  new  route 


Ends  of  the  new  bridge:  Dolores,  Tex.  (above)  and  Colombia,  Mexico  (below) 
Soon  to  be  one  of  the  world's  largest  border  crossings. 


At  left,  one  of  the  three  crowded  bridges  cofinecting  Los  Dos  Laredos 
Above  35%  of  all  U.S.-Mexico  trade  passes  over  them. 


Houston 


COAHUILA 


New  bridge 
under  construction 


b^ 


Private  tort  roads   ^       yi  Nuevo  Laredo 
under  constniction    %       // 

'4 


M.les 


Brownsville 
0>  Matamoros 
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He  helped  capture  and  convict 
70  car  thieves  and  save  over  200 
cars  from  "chop  shops''  It  was  one 
of  many  sting  actions  Continental 
has  co-sponsored  to  fight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  year 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  the 
operation. 
Undercover 
local  New 

jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars— and 
identifying  themselves.  Later  the 
police  hired  them  ostensibly  to 
drive  the  stolen  cars  to  a  nearby 
port.The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Surprise!  They  went  to  a  jail 
instead,  and  were  convicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris— they've 
helped  make  us  a  leading 
property/casualty  insurerThey 
are  a  major  reason  why  we're  a 
strong,  solid  company... why 
for  over  135  years,  we've  met  our 
obligations.To  our  customers, 
employees,  distributors  and 
shareholders. 


OUR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
DOESN'T  GET  STOLEN  TONIGHT. 


Ir  Ins 


^■FTContlnental 
Insurance. 


There  when  it  counts. 


Pearlcorder"  S811  Microcassette" 
Recorder  with  the  enhanced  ease 
of  single-slide  switch  operation. 

tters.  Memos.  Conference  reports. 

atever  your  dictating  needs,  the 
lympus  Pearlcorder  S811  fulfills  them 
simply,  efficiently. 

Operated  by  a  single-slide  switch, 
the  S811  moves  from  record  to  playback 
as  nimbly  as  your  mind.  No  fumbling  for 
buttons.  No  breaking  your  train  of  thought. 

With  professional  features  such  as 
electronic  indexing,  when  integrated  with 
the  Pearlcorder  T 100 
Transcriber,  the  S811 
brings  greater  speed 
and  productivity  to 
your  business. 

Pearlcorder  recorders  and  transcribers. 
When  it  comes  to  designing  state-of-the- 
art  dictating  equipment,  Olympus  has  it 
down  to  the  letter 

For  information  on  the  S811,  or  any  of 
our  Microcassette  "Thought  Processors," 
call  toll-free  1-800-221-3000,  Ext.  51. 

Olympus  Corporation 
Woodbury,  NY  11797-9970 

OLYMPUS 

Pearlcorder 

MICROCASSETTE 
RECORDERS  AND 
TRANSCRIBERS 


WE  PUT 
KILLERS  TO  WORK 
CURING  CANCER. 

They're  called  killer  T  cells.  They're  in  every  body  And  as  part 
of  your  body's  natural  immune  system,  they  along  with  NK  cells, 
macrophages,  and  others,  can  stop  cancer  in  its  tracks  by  ganging 
up  on  a  cancer  cell  and  breaking  down  its  very  structure. 

It's  not  science  fiction.  It's  scientific  fact,  recognized  as  one  of 
the  best  hopes  for  beating  cancer  at  its  own  game. 

The  Cancer  Research  Institute  has  long  believed  the  key  to 
controlling  cancer  lies  in  unlocking  the  secrets  of  our  own 
immune  system.  Secrets  like  how  to  make  these  killers  do  their 
job  better.  Our  funding  of  research  has  led  to  medical  break- 
throughs that  are  saving  lives.  And  more  are  sure  to  come. 

It'll  take  your  help.  To  find  out  more,  write.  To  help  us  do 
more,  write  a  check.  Please  send  your  donation  today  to  Cancer 

Research  Institute,  133  East  58th  Street, 

NY,  NY  10022.  Call  l-8()0-99CANCER.       ^^^^  CANCER 
'Thank  you.  I^v)  RESEARCH 

NEWANSWERSTO  OLD  PROBLEMS.    ^^^^ 
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will  add  at  least  70  miles  to  the  trip 
from  Monterrey,  a  Laredo  study  pre- 
dicts 4,000  trucks  a  day  by  1995.  Nue- 
vo  Leon,  which  hopes  bridge  revenues 
will  help  fund  its  own  rural  develop- 
ment, promises  an  efficient,  corrup- 
tion-free border  crossing. 

The  new  bridge  can  only  help  local 
Laredo  interests.  South  Texas  bank 
director  T.S.  (Ted)  Scibienski  donated 
500  acres  of  land  for  the  new  bridge's 
'  U.S.  right-of-way,  making  his  remain- 
ing 3,000  acres  far  more  valuable.  De- 
veloper Ralph  Durden  is  talking  up 
plans  to  raise  $300  million  or  so  of 
private  funding  for  a  132-mile  toll 
road  across  south  Texas  from  Laredo 
to  the  Gulf  area,  which  fronts  the 
Gulf  of  Mexico  and  is  the  nearest 
deepwater  port.  Monterrey's  produc- 
ers would  have  convenient  access  to 
the  seaports  of  the  world.  Among 
Durden's  selling  points:  no  speed  lim- 
its, "just  like  the  autobahn."  Durden, 
who  happens  to  co-ov^oi  a  450-acre 
tract  of  land  near  the  proposed  Gulf 
terminus,  says  his  proposal  is  being 
taken  seriously. 

So  Laredo,  90%  of  whose  120,000 
residents  are  of  Mexican  heritage,  will 
remain  at  the  center  of  border  action 
as  a  deceptively  healthy  town.  Offi- 
cially, the  Laredo  metropolitan  area, 
which  includes  the  rest  of  Webb 
County,  has  the  U.S.'  lowest  median 
household  income  ($13,900)  and 
fourth-highest  unemployment  rate 
(11.4%).  More  realistically,  Laredo  is 
home  to  Texas'  two  largest  indepen- 
dent banks,  both  filled  mostly  with 
deposits  from  tax-evading  Mexicans. 
Webb  County  bank  assets  per  resident 
($20,000)  are  tops  in  Texas.  Thanks  to 
Mexican  shoppers,  Laredo's  retail 
sales  per  capita  are  the  U.S.'  highest. 
Last  year  saw  a  record  number  of 
homes  built  in  Laredo. 

The  Mexican  economy,  too,  will 
benefit.  The  new  crossing  will  speed 
trade  and  reduce  the  cost  of  Mexican 
exports.  If  there  is  a  loser  from  the 
new  crossing,  though,  it  is  Nuevo  La- 
redo (pop.  300,000),  whose  share  of 
Mexican  import  duties  reportedly 
funds  10%  of  the  municipal  budget. 
To  recoup  their  losses,  Nuevo  Lare- 
do's leaders  arc  now  clamoring  for  yet 
another  vehicular  bridge  to  be  built 
through  their  city. 

But  the  corrupt  politicians  and  their 
appointees  in  Nuevo  Laredo  cannot 
help  but  see  the  light.  The  town  has 
begun  cleaning  up  its  border  crossing 
act.  Monterrey  officials  report  average 
border  crossing  time  at  Nuevo  Laredo 
has  fallen  to  a  few  hours  and  that 
restrictive  union  work  rules  have 
eased.  It's  amazing  the  wonders 
wrought  by  competition.  ■ 
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¥Nir  bank  needs 
your  help  lo  fight 


illegal  drugs  and  monq^ 


America's  Full  Service 
Banks®  believe  that  being  a 
good  neighbor  is  an  important 
part  of  good  banking. 

That's  why  your  commer- 
cial bank  is  working  hard,  in 
cooperation  with  law  enforce- 
ment agencies,  to  keep  illegal 
drug  money  out  of  the 
banking  system. 

New  Federal  and  state  reg- 
ulations have  been  designed 
to  make  it  tougher  for  drug 
traffickers  to  dispose  of  large 
amounts  of  cash.  As  a  result, 
your  bank  may  be  asking  for 
personal  identification  when 
you  make  some  financial 
transactions— even  if  you've 
been  a  customer  for  many 
years.  On  occasion,  it  may  be 
necessary  to  ask  for  addi- 
tional information  that  your 
bank  did  not  need  before. 

Should  these  extra 
measures  cause  an  inconveni- 
ence or  slight  delay,  please 
accept  our  apologies.  With 
your  cooperation  we  can  help 
fight  the  drug  problem 
more  effectively. 

Want  to  learn  more  about 
how  banks  are  helping  make 
the  community  a  better  place 
to  live?  Talk  to  a  banker  at 
your  Full  Service  Bankf 

American  Bankers  Association 
1120  Cormecticut  Avenue  N.  W 
Washington,  D.C.  20036 


h:,  A  FULL     Cnir 
iL  SERVICE    ^^*^ 


America's  Pull  Service  Banks.  We  believe  being  a  ^od  neighbor  is  good  banking! 


^*T1  very  driver  has  his  own  dream  of 

"Lexus  offers  a  concert  haU,  seven-spea 

W    luxury,  and  most  don't  dare  dream 

Nakamichi  stereo  option  that's  just  d 

U  this  high.  'World's  finest'  is  an 

astating." 

elusive  crown  to  capture,  but  the  Lexus 

Automotive  Industries,  August  1\ 

LS  400  is  definitely  in  the  running." 

Car  and  Driver,  September  1989 

"Breathtaicing." 

Motor  Trend,  August  I 

"Our  auto  editors  practically  drooled  over 

the  car's  performance,  styling,  ride,  and 

"Imagine  a  high-speed  cloud  with  a  leat 

comfort." 

interior." 

Popular  Science,  December  1989 

Car  and  Driver,  September  1\ 

ff  You're  Looking 

QnlemHer 


"Accelerates  like  a  train  (on  very  smooth 
rails)  all  the  way  to  its  top  speed." 

Road  &  Track,  September  1989 

"The  LS  400  is  a  pioneering  vehicle." 

Automobile  Magazine,  January  1989 

"There  are  countless  details  in  a  luxury 

sedan.  Lexus,  particularly,  seems  to  have 

lavished  attention  on  every  one  of  them." 

Car  and  Driver,  December  1989 


"At  full  power,  as  it  rushes  toward 
redline,  its  spirit  cannot  be  fully  si 
pressed  and  there  issues  forth  a  m 
exquisite  sound— an  ethereal  texture  | 
the  ears,  a  tear  of  silk.  Seldom  does  Inxi 
have  such  an  audible  dimension." 

Car  and  Driver,  September  /9 

"Another  masterstroke  from  the  land  of » 
perfect  machine." 

Automobile  Magazine,  January  19 


1990 1.exus,  A  Division  Of  Toyota  Motor  Sales,  USA,  Inc.  Lrxui  reminds  ynu  to  wear  seat  belts  and  nhey  all  yfimi  I 


"^\  nufacturers  usually  require  years  to 
le  their  cars  to  Lexus'  level  of  compe- 
e,  and  almost  none  ever  gets  this  far." 
as.  News  &  World  Report,  January  8,  1990 


might  not  be  able  to  hear  a  mighty 

roar,  but  this  4.0-liter,  32-valve 

HC  powerplant  puts  out  250  horse- 

er  that  you  can  feel  from  the  bottom  to 

top  ofthe  rev  range." 

Automobile  Magazine,  January  1990 
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"These  guys  have  thought  of  everything." 
Road  &  Track,  September  1989 

"The  engine  is  as  tempting  as  sin.  It'll  push 
you  through  the  wind  with  an  ease  nor- 
mally reserved  for  things  with  wings." 

Car  and  Driver,  September  1989 

"The  1990  Lexus  LS  400  is  our  choice  for 
the  best  car  of  1989." 

Popular  Science,  December  1989 


A  Second  Opinion 
e  26  Of  Them. 


'"■le  only  way  Toyota  can  improve  its  new 
'  ^us  LS  400  is  by  figuring  out  how  the  car 
make  wake-up  calls  and  brew  fresh 
ee. 

"M"  Magazine,  February  1990 


do 


emarkable  engineering  achievement." 
Road  &  Track,  September  1989 

is  is  a  car  that  knows  its  business, 
'ther  the  mission  is  a  leisurely  cruise  or 
at-out  charge  up  a  mountain." 

Popular  Science,  December  1989 

lery  thoughtful,  beautifully  crafted  lux- 
1  sedan." 

Automobile"  Magazine,  January  1989 

\e  word  I  bring  away  from  my  four- 
experience  with  the  Lexus  LS400: 
jrmony.'" 

AutoWeek,  June  26,  1989 

us  transports  you  literally  and  figura- 
ly  into  another  (Timension.  The  car's 
othness  and  air  of  total  integration  is 
a  wonder  and  a  delight." 

Car  and  Driver,  January  1990 


"The  LS  400  is  about  to  kick  some  serious 
tail  in  the  luxury-car  market." 

Automobile  Magazine,  January  1990 

"This  is  quite  possibly  the  smoothest,  most 
refined  driveline  that  isn't  on  the  drawing 
board." 

Motor  Trend,  August  1989 

"The  Lexus  LS  400  is  an  exquisite  auto- 
mobile." 

as.  News  &  World  Report,  January  8,  1990 

"This  car  applies  high  technology  in  a  most 
endearing  manner:  to  create  the  most 
nearly  perfect  sport  sedan  to  date." 

Popular  Science,  December  1989 

"Nothing  close  to  the  Lexus  flagship— in. 
price,  size  and  class— will  be  unaffected 
by  the  new  standards  the  LS  400  has  set." 
Automobile  Magazine,  January  1990 

The  Lexus  LS  400.  A  luxury  sedan  so 
rare  and  innovative  that  it's  inspired  some- 
thing equally  rare  in  the  automotive  indus- 
try: a  public  display  of  affection.  For  more 
information,  call  800-USA-LEXUS. 
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The  Relentless  Pursuit  Of  Perfection. 


On  the  Docket 


Not  all  the  news  on  the  liability  front  is  bad. 
Some  states  are  reforming  their  tort  sys- 
tems, and  now  the  U.S.  Supreme  Court  has 
decided  to  get  into  the  act. 

Troubling  days  for 
trial  lawyers 


By  Leslie  Spencer 


Fl  AR  DOWN  THE  LIST  of  things  the 
Supreme  Court  hkes  to  do  is 
meddle  in  problems  that  the 
state  courts  should  be  handling.  But 
two  months  ago  the  Supreme  Court 
made  an  exception.  The  nine  top  jus- 
tices agreed  to  hear  a  case  that  chal- 
lenges the  constitutionality  of  the 
huge  and  arbitrary  punitive  damage 
awards  being  handed  out  almost  rou- 
tinely by  state  courts  these  days. 

The  most  outrageous  punitive  dam- 
age awards  typically  result  from  prod- 
uct liability,  medical  malpractice  and 
fraud  cases.  Indeed,  such  awards  have 
become  one  of  the  most  effective  get- 
rich-quick  methods  in  the  U.S.  Even 
in  cases  where  little  actual  damage  is 
found  and  in  cases  where  the  jury  is 
only  51%  convinced  that  punitive 
damages  are  appropriate,  multi- 
million-dollar awards  are  granted  reg- 
ularly, greatly  enriching  the  plaintiffs' 
lawyers  who  argue  these  cases  (see 
Forbes,  Oct.  26,  1989). 

Punitive  damages  are  unique.  Un- 
like compensatory  damages,  they  are 
determined  solely  by  the  perceived 
need  to  punish  the  defendant — be  it  a 
manufacturer,  an  insurer  or  a  doctor. 
Thus,  punitive  damages  often  run  all 
out  of  proportion  to  the  actual  harm 
done  to  the  plaintiff. 

Now,  however,  there  is  some  hope 
that  the  U.S.  Supreme  Court  may  put 
an  end  to  some  of  the  worst  excesses 
of  the  punitive  damage  explosion. 
The  hope  springs  from  a  curious  case: 
Brownmg-Ferris  Industries  v.  Kelco 
Disposal,  an  antitrust  suit  in  which 
^.ro\/ning-Ferris  was  accused  of  run- 
'ing  Kelco  out  of  the  garbage  busi- 
•CbS.  in  1987  the  U.S.  District  Court 
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of  Vermont  awarded  plaintiff  Kelco 
actual  damages  of  $51,000 — and  add- 
ed a  staggering  $6  million  in  punitive 
damages. 

Browning-Ferris  appealed.  Last  year 
the  Supreme  Court  disappointed 
many  (and  overjoyed  a  few)  when  it 
ruled  that  the  heavy  punitive  award 
against  Browning  did  not  violate  the 
Eighth  Amendment's  guarantee 
against  excessive  fines.  Kelco  took  its 
money  and  walked  happily  away. 

But  there  is  more  to  the  story.  In 
reviewing  the  Browning  case,  the  high 
court  set.  lied  almost  to  beg  further 


constitutional  challenges  to  big  puni- 
tive awards.  The  Court  suggested  in 
its  Browning  opinion  that  punitive 
damages  could  in  some  cases  violate 
the  Fourteenth  Amendment's  due 
process  clause,  which  guarantees  that 
a  person's  life,  liberty  and  property 
will  not  be  arbitrarily  abused. 

That  prompted  a  stampede.  Within 
months,  18  punitive  damage  cases 
landed  on  the  steps  of  the  Supreme 
Court  requesting  a  review  and  arguing 
that  due  process  had  been  denied. 

Of  the  18  cases,  the  high  court 
chose  to  review  a  verdict  rendered  in 
Haslip  V.  Pacific  Mutual  Life  Insur- 
ance Co.  Pacific  Mutual  issued  life 
insurance  policies  to  town  workers  in 
Roosevelt  City,  Ala.  Another  compa- 
ny. Union  Fidelity  Life  Insurance,  was 
the  town's  health  insurer,  but  it  had 
canceled  the  town's  health  policies. 
As  a  result  of  the  cancelation,  Cleopa- 
tra Haslip  was  unable  to  recover 
$3,500  in  medical  expenses.  Haslip 
sued  Pacific  Mutual,  which  was  her 
life  insurer. 

Why  sue  a  life  insurer  over  a  health 
dispute?  Because,  Haslip  claimed,  Pa- 
cific Mutual's  local  agent,  Lemmie 
Ruffin,  who  also  represented  Union 
Fidelity,  erroneously  told  her  that  she 
was  covered  by  a  health  plan  when 
she  in  fact  was  not.  A  sympathetic 
jury  awarded  Haslip  $1  million  in 
compensatory  and  punitive  damages, 
in  part  to  punish  Pacific  Mutual  for 
the  actions  of  its  agent,  Ruffin.  Clear- 
ly this  was  an  extreme  award  for  a 
woman  who  had  medical  expenses  of 
only  $3,500. 

Why  not  punish  Ruffin  instead? 
The  jury  probably  felt  that  he  had  few 
assets,  that  Haslip  had  been  done  a 
major  wrong,  and  that  Pacific  Mutual 
is  a  rich  insurance  company. 

To  most  laymen,  if  not  lawyers,  a 
good  case  could  be  made  that  the  in- 
surer's $1  million  was  awarded  arbi- 
trarily, and  thus  without  due  process. 
A  tip-off  to  the  Supreme  Court  on  the 
due  process  issue  was.  probably  the 
fact  that  the  state  judge  presiding  in 
the  case  gave  the  jury  inadequate 
standards  by  which  to  determine  the 
punitive  damages. 

In  revicwmg  the  Haslip  case,  it  is 
unlikely  that  the  Supreme  Court  jus- 
tices will  impose  hard  and  fast  rules 
to  eliminate  unfair  awards.  But  the 
Supreme  Court  could  suggest  reason- 
able guidelines  to  state  courts  and  leg- 
islators that  would  go  a  long  way  to- 
ward curbing  the  more  outrageous  pu- 
nitive damage  awards. 
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build  your  dreams. 

*'  Oi)er  the  years,  ITT  has  huilt  its  businesses  into 
leaders.  We  built  them  with  one  thought  in  mind. 
r'm'      To  take  care  of  your  needs. 
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Leaders  and  Followers: 
Two  American  Strengths 


Pierre  S.  "Pete"  du  Pont  IV  is  currently  a  partner  in  the  Wilmington  law  firm  of  Richards, 
Layton  &  Finger.  He  was  governor  of  Delaware  from  1977-1985  and  a  member  of  the  U.S. 
House  of  Representatives  from  1971-1977.  He  was  a  candidate  for  President  of  the  United 
States  in  1988. 


By  Pierre  S.  du  Pont  IV 

It  is  clear  to  me  that  the  technol- 
ogy of  leadership  keeps  chang- 
ing, but  I  believe  the  role  of 
leadership  remains  as  important  as 
ever  in  contemporary  American  life. 
Today,  leaders  express  them- 
selves through  electronic  telecom- 
munications media  in  addition  to 
the  lectern  or  the  written  word.  And 
today  leaders  can  rely  on  sophisti- 
cated analytical  techniques  to 
probe  the  thinking  of  their  constitu- 
•"'•■':    Put  although  the  tools  may 


change,  the  need  for  leadership  re- 
mains undiminished.  Indeed,  the 
"me  generation"  is  in  retreat  in  the 
face  of  what  I  believe  is  a  growing 
appetite  for  leadership  to  help  our 
nation  achieve  important  goals. 

There  are  several  dimensions 
of  leadership.  The  most  fundamen- 
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tal  is  simply  taking  charge,  whether 
as  President  or  Governor,  CEO  or 
shop  steward,  school  principal  or 
scout  master.  Every  organized  ac- 
tivity needs  someone  to  make  sure 
that  necessary  tasks  are  assigned 
and  performed. 

But  genuine  leadership  goes 
beyond  simply  serving  as  a  traffic 
cop.  It  requires  formulating  broad 
goals  and  persuading  people  to 
move  toward  them.  The  quintes- 
sential leadership  tasks  are  to 
choose  the  way,  to  convince  the 
constituency — be  it  a  nation,  state, 
or  organization — that  the  right  path 
has  been  selected,  and  then  imple- 
ment the  steps  needed  to  achieve 
success. 

Over  the  years,  we  have  seen 
leadership  vividly  demonstrated  in 
the  White  House,  from  Abraham  Lin- 
coln to  Teddy  Roosevelt  to  John  F. 
Kennedy.  It  is  interesting  to  note  that 
just  as  some  scholarly  observers 
began  arguing  that  the  Presidency 
had  become  unmanageable,  Ron- 
ald Reagan  set  the  nation  on  a  new 
course.  Whether  or  not  we  liked 
where  President  Reagan  was  taking 
us — and  I  did — the  Reagan  Presi- 
dency demonstrated  anew  that 
those  who  know  how  to  wield  the 
levers  of  power  can  indeed  exercise 
vigorous  and  broad  leadership. 

A  hundred  years  ago,  we  had 
brilliant  orators  like  William  Jen- 
nings Bryan  who  held  audiences  in 
their  thrall.  A  few  decades  later, 
Franklin  Delano  Roosevelt,  in  his 
fireside  chats,  used  the  new  power 
of  radio  to  move  a  nation.  Now  we 
are  living  in  the  television  age,  and 
Ronald  Reagan  has  shown  us  how 
leaders  can  employ  that  medium. 

But  leadership  requires  that 
communications  skills  be  har- 
nessed to  an  inner  vision,  a  vision 
that  captures  the  future  in  a  meta- 
phor which  strikes  a  resonant  chord 
in  a  constituency.  Clearly,  it  helps  to 
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be  quick  with  a  quip  or  a  quote,  but 
the  best  speaker  in  the  world  cannot 
be  a  leader  if  he  or  she  has  no  vision. 

I  believe  vision  was  important  in 
Delaware  in  1977  when  I  became 
Governor.  At  the  time,  our  State  was 
nearfiscal  ruin.  Through  a  complete 
change  in  economic  philosophy,  to 
a  conservative,  supply-side  ap- 
proach, we  set  an  agenda  that  cata- 
pulted our  tiny  state  into  the  fore- 
front of  economic  performance.  I 
am  also  pleased  with  the  role  I  was 
able  to  play  in  developing  Jobs  for 
Delaware  Graduates.  This  pro- 
gram, which  taught  young  people 
how  to  get  and  keep  a  job,  became 
the  basis  for  the  nationwide  Jobs  for 
America's  Graduates.  I  was  deter- 
mined to  change  direction  because 
I  felt  leaders  must  provide  a  sense 
that  they  know  where  they  want  to 
lead  and  that  it  is  a  place  worth 
getting  to. 

Once  leaders  formulate  a  vi- 
sion, they  must  have  the  courage  to 
hold  fast  to  it.  One  of  my  heroes, 
Winston  Churchill,  waited  more 
than  a  decade  in  the  wilderness, 
spurned  by  his  countrymen  be- 
cause he  espoused  the  unpopular 
view  of  national  military  strength  in 
a  time  when  pacifism  and  ap- 
peasement were  ascendant.  But 
Churchill's  vision  was  confirmed  by 
events. 

There  are  some  who  talk  about 
the  loneliness  at  the  top,  the  agony 
of  leadership.  But  in  fact,  exercis- 
ing leadership  is  usually  a  reward- 
ing and  enjbyable  experience.  The 
proof  is  tha^  there  is  no  shortage  of 
aspirants  for  most  leadership  posi- 
tions. As  governor  of  Delaware,  I 
met  many  people  who,  like  me, 
wanted  to  increase  the  opportuni- 
ties for  all  Delawareans.  However,  I 
had  the  chance  to  advance  that 
goal  by  serving  as  governor.  Lead- 
ership conveys  opportunities  to 
play  out  our  ideas  in  a  bigger  are- 


na, to  participate  in  public  service, 
and  to  test  ourselves  as  well  as 
achieve  our  goals. 

The  principles  and  attributes  of 
political  leadership  are  no  different 
than  those  which  characterize 
leadership  in  other  realms;  it's  just 
that  the  lights  are  a  lot  brighter, 
literally  and  figuratively. 

During  the  1988  Presidential 
election,  I  heard  many  complaints 


Leadership 


requires  that 


communications 
skills  be  harnessed 
to  an  inner  vision, 

a  vision  that 
captures  the  future 

in  a  metaphor 

which  strikes  a 
resonant  chord  in 

a  constituency. 


about  the  American  process  of 
choosing  our  leader.  I  was  part  of 
that  process,  and  I  found  it  to  be  an 
exhilarating  exercise.  Although  I 
didn't  make  it  to  the  final  heat  in  that 
race,  I  came  away  convinced  that  it 
was  a  worthy  competition.  Beneath 
all  the  balloon  drops  and  photo  op- 
portunities, there  was  a  serious  ex- 
amination not  only  of  character,  but 
of  values  and  vision. 

The  credit  for  the  efficacy  of 
the  nominating  process  does  not 
accrue  simply  to  those  who  suc- 


cessfully navigate  the  Presidential 
obstacle  course  but  also  to  those 
who  do  the  choosing.  If  it  is  true  that 
this  nation  has  been  blessed  with 
good  leaders,  one  reason  is  that  it 
has  been  equally  blessed  with 
good  followers. 

That  is  no  accident.  It  is  pre- 
cisely because  our  society  is  suf- 
fused with  both  democratic  and 
republican — note  the  lower  case 
letters — principles.  Americans  are 
committed  to  choosing  leaders 
through  democratic  processes 
and  then  relying  on  a  republican 
form  of  governance  in  which  we  let 
our  chosen  leaders  act  for  us. 

We  can  be  proud  that  after  200 
years  not  only  have  we  had  no  des- 
pot imposed  on  us,  but  neither 
have  we  chosen  any.  The  American 
people  have  proven  good  at  sort- 
ing out  the  real  leaders  from  those 
seeking  only  to  advance  their  own 
interests.  Indeed,  the  people  of  our 
country  are  usually  far  ahead  of  the 
politicians  in  comprehending  the 
consequences  of  policy  choices. 

While  those  who  would  play 
leadership  roles  are  accepting  an 
important  responsibility,  those  who 
select  them  have  an  important  task 
as  well.  Our  enduring  mixture  of 
good  leaders  and  good  followers 
has  enabled  American  institutions 
to  compile  admirable  records  of 
accomplishment. 

I  believe  the  nation  can  contin- 
ue to  expect  highly  qualified  lead- 
ers to  come  forward  in  the  future, 
just  as  they  have  'n  our  past.  To 
insure  that,  we  need  to  maintain  an 
atmosphere  of  civility,  respect  and 
reason  among  those  who  would 
lead  and  those  who  will  follow 
them.  ■ 


The  opinions  expressed  in  this  essay  are  solely  those  of  the  author  and  not  necessarily  those  of  ITT^ 


This  would  merely  be  a  first  step  in 
reforming  a  system  that  is  rotten  to 
the  core.  In  his  book  The  Product  Liabil- 
ity Mess,  West  Virginia  State  Judge 
Richard  Neely  despairs  about  the 
jeopardy  facing  American  businesses 
that  find  themselves  thrust  before 
state  judges.  Writes  Neely,  "Many 
state  courts  .  .  .  are  staffed  from  top  to 
bottom  by  political  hacks,  and  attend- 
ing one  of  them  is  like  spending  a  day 
at  the  circus." 

Some  state  legislators,  however, 
have  sensed  the  public's  growing  dis- 
enchantment with  absurd  damage 
awards  and  have  made  attempts  at 
reform.  But  the  reforms  are  being 
fought  tooth  and  nail  by  the  Associa- 
tion of  Trial  Lawyers  of  America, 
whose  membership  is  getting  rich  off 
the  litigation  scandal.  Already  the 
group  is  conducting  a  coordinated  at- 
tack in  the  courthouses  of  the  28 
states  that  have  so  far  passed  tort  re- 
form statutes.  Most  of  these  statutes 
seek  in  one  way  or  another  to  limit 
punitive  damage  awards. 

The  trial  lawyers  are  determined  to 
turn  back  the  clock  in  Alabama, 
where  the  state  supreme  court  recent- 
ly agreed  to  hear  a  suit  challenging  the 
constitutionality  of  the  state's 
$250,000  cap  on  punitive  damages. 
(The  cap  was  passed  in  1987,  several 
years  after  Cleopatra  Haslip  filed  her 
suit  against  Pacific  Mutual.) 

The  case  being  battled  today  in  Ala- 
bama is  Trawick  v.  Michaels  of  Ore- 
gon Company.  The  plaintiffs'  attor- 
neys in  this  case  are  two  of  Alabama's 
most  influential.  Jack  Drake  and 
Ralph  Knowles.  Both  men  are  active 
in  the  Alabama  Trial  Lawyers  Associ- 
ation and  in  its  effort  to  do  in  tort 
reform.  They  argue  that  Alabama's 
cap  on  punitive  damages  denies  plain- 
tiffs the  right  to  a  trial  by  jury.  Their 
reasoning:  A  jury  limited  in  the 
amount  it  can  award  is  little  better 
than  no  jury  at  all. 

In  their  brief,  Drake  and  Knowles 
argue  that  the  insurance  industry  in- 


vented the  crisis  that  gave  rise  to  Ala- 
bama's tort  reform  bill,  and  because 
insurance  rates  have  not  dropped 
since  it  was  passed,  the  bill  should  be 
rescinded.  By  using  that  twisted  logic, 
evidence  that  people  continue  to  kill 
each  other  could  be  used  to  reverse 
laws  against  murder. 

These  particular  plaintiffs'  lawyers 
may  be  too  clever  by  half.  As  part  of 
their  case  they  have  compiled  a  highly 
controversial  "evidentiary  record'' 
that  attempts  to  prove  the  Alabama 
legislators  didn't  know  what  they 
were  doing  when  they  passed  the  tort 
reform  bill.  The  legislators,  naturally, 
do  not  appreciate  being  called  fools  in 
public.  A  majority  of  them  have  filed 
a  brief  that  describes  the  evidentiary 
record  as  "a  collection  of  partisan 
views  by  hired  testifiers  [who],  if  the 
price  was  right,  could  no  doubt  affirm 
that  the  earth  is  flat." 

The  legislators  further  suggest  that 
the  plaintiff  lawyers'  efforts  are  an 
attempt  to  usurp  the  legislature's  do- 
main, amounting  to  a  gross  violation 
of  the  doctrine  of  separation  of  pow- 
ers. The  legislators  add  that  the  plain- 
tiff lawyers'  case  is  aimed  primarily  at 
helping  a  few  lawyers  "amass  great 
fortunes." 

Malcolm  Wheeler,  partner  with 
Skadden,  Arps,  Slate,  Meagher  & 
Flom,  is  an  expert  on  the  constitu- 
tionality of  punitive  damage  awards. 
Says  Wheeler,  "Not  one  of  the  plain- 
tiff bar's  attacks  on  punitive  damage 
caps  in  the  Trawick  case  has  any  mer- 
it. The  supreme  courts  of  most  states, 
including  Alabama's,  have  made  it 
clear  that  no  one  has  a  right  to  puni- 
tive damages.  They  are  in  the  nature 
of  civil  fines,  and  therefore  a  state 
legislature  is  authorized,  and  is  even 
obligated,  to  impose  limits  on  them, 
just  as  it  is  with  criminal  fines." 

Nonetheless  the  tort  reformers  face 
heavy  sleddmg.  Sonny  Hornsby,  the 
chief  justice  of  the  Alabama  supreme 
court,  was  a  highly  visible  plaintiffs' 
lawyer  before  becoming  the  state's 


$380* 

highest     court     official     last 
Hornsby  was  especially  active 
battle  waged  by  the  Alabama 
Lawyers   Association   to   defe 
state's  cap  on  punitive  damage 
years  ago,  and  he  was  electee 
bench  with  heavy  funding  fro^ 
tiffs'  attorneys.  So  far,  Chie|| Justice 
Hornsby  has  not  recused  him^lf  from 
the  Trawick  case.  M 

Alabama's  plaintiffs'  law^rs  have 
two  other  suits  wending  Ineir  way 
toward  the  state  supreme  cifurt,  both 
apparent  attempts  to  kr^ck  down 
other  aspects  of  the  1987  fert  reform 
bill.  Curiously,  the  briefapsubmitted 
in  these  cases  bear  a  starmng  resem- 
blance to  one  another,  ^e  cookie- 
cutter  is  always  at  handj*vhen  plain- 
tiffs' attorneys  sense  there  is  dough. 

If  Alabama's  Chief  Ju^ice  Hornsby 
rules  in  favor  of  the  p^mtiffs'  law- 
yers, he  will  be  badly  out  of  step  with 
some  of  his  counteroirts  in  other 
states.  The  Montana  sjapreme  court, 
for  example,  last  year  Notched  a  chal- 
lenge to  the  constitunonality  of  that 
state's  punitive  damage  cap.  Hawaii's 
supreme  court  rec^tly  ruled  that 
plaintiffs  must  com*  up  with  "clear 
and  convincing  evidHnce"  that  puni- 
tive damages  are  warranted;  previous- 
ly they  were  required  to  show  only 
that  a  "preponder»ice"  of  evidence 
pointed  in  their  f|^or.  And  in  Mary- 
land, plaintiffs  now  have  to  prove 
there  was  "actuaj^alice"  before  col- 
lecting punitive  damages. 

Even  more  seftibly,  New  Hamp- 
shire, Louisianajf  Massachusetts  and 
Nebraska  proh^it  punitive  damage 
awards  in  theirftourt  systems,  trust- 
ing criminal  aiM  civil  statutes  to  do 
the  job.  * 

Legal  schol^  say  these  and  other 
efforts  by  statedegislative  and  judicial 
bodies  may  be  supported  by  the  U.S. 
Supreme  Coijrt  opinion  on  Haslip  v. 
Pacific  Mutiml.  It's  too  early  to  say  for 
sure,  but  it'^ossible  that  reasonable 
law  is  closidg  in  on  the  plaintiff  law- 
yers. ■ 
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Total  amount  of  punitive  awards 
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Punitive  damage  awards  are  surging, 
as  indicated  by  these  data  from  courts 
in  the  greater  Chicago  area.  Will  the 
U.S.  Supreme  Court  help? 


Total  amount  of 
punitive  awards^ 
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■  Forbes  averaged  trend. 
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Source:  Derived  from  studies  by  The  Irtslitute  for  Civil  lusticc.  The  Rand  Corp. 
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"The  basic  rule  for 
a  foreign  business  venture  is: 
'If  you  can't  take  the  money  out, 
don't  put  it  in.'" 


Bob  BeaneJ&H  Senior  VP  &  Director,  on 
political  risks: 

One  thing  is  certain  about  Eastern 
European  political  uncertainty 

The  transition  to  market-oriented 
economies  in  these  nations  won't  be  as 
swift  as  their  historic  dash  to  freedom. 

Some  are  used  to  dealing  with  Western 
businesses.  Others  are  making  up  the 
rules  as  they  go  along. 

Even  countries  with  a  track  record  of 
payment  reliability  are  experiencing 
problems  as  they  attempt  to  change.  " 

And  it's  important  to  remember  that  any       |  OH  NSON 
government  can  move  on  the  assets  of  any     £f  T    TI/^  /^  f  \m 


foreign  business  at  any  time— with  or 
without  a  change  in  leadership. 

That's  why  clients  are  talking  with  us 
about  the  risks  of  currency  inconvertibility; 
contract  frustration  and  expropriation. 

Usually  the  focus  is  on  foreign 
governments'  actions,  but  our  own 
government's  policy  decisions  can  be  just 
as  disruptive. 

Someday,  this  kind  of  insurance  will  be 
needed  less.  But  until  then,  business  is 
risky  enough  without  the  politics. 
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Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENTSERVICES:  EMPLOYEE  BENEFITCONSULTING  WORLDWIDE 


Question:  How  did  the  20 1 

establishmen 


Answer:  GuiL 


minded  customers  and  lots  c 
and  cranny  of  the  U.S.A.  'M 
Chairman  Bill  McGowan 
ferreds  and  some  warrants 
of  the  traditional  Exchanges 
don't  see  many  party  line. 
McGowan  af  ter  a  nanoseconc 


entury's  quintessential ly  anti- 
:ompany  establish  itself? 
;rit,  logical  intuition,  feisty 
ngineers,  millions  of  like- 
apital  raised  in  every  nook 
ne  time,  we  had  four  listings] ' 
otes.  ''Our  common,  two  pre- 
Jhy  NASDAQ  and  not  one 
or  the  same  reason  that  you 
nymore/'  answers  Chairman 

\yL  1  LCI  1 1  Ji  CX  LI  vy  JL  !•  the  stock  market  forthe  next  lao  years. 


Nuclear  power  is  not  dead,  ifs'just  sleep- 
ing. Even  environmentalists  are  starting  to 
give  it  another  look. 

The  greenest  fonii 
of  power 


By  Fleming  Meeks 
and  James  Dmmmood 


IN  THE  FIGHT  AGAINST  nUclcar 
power  during  the  1970s  and  1980s, 
the  U.S.  antinuclear  groups  won. 
They  picketed,  they  lobbied,  they  fed 
the  media  a  steady  diet  of  exaggerated 
horror  stories.  They  so  tied  up  nuclear 
plants  in  the  courts  and  in  the  regula- 
tory agencies  that  delays  lengthened 
and  costs  piled  higher  and  higher. 
Then  the  antinukes  blamed  the  nu- 
clear plant  owners  for  their  cost  over- 
runs. They  effectively  killed  nuclear 
power  as  an  alternative  energy  source 
in  the  U.S. 

Over  100  nuclear  plants  have  been 
canceled  since  the  mid-1970s.  Public 
Service  Co.  of  New  Hampshire  was 
forced  into  bankruptcy  after  anti- 
nukers  delayed  operation  of  its  Sea- 
brook  plant,  upping  the  plant's  cost  by 
$2  billion.  (Seabrook,  issued  a  con- 
struction permit  in  1976,  was  com- 
pleted in  1986  but  did  not  receive  a 
full  power  license  until  earlier  this 


year.)  And  Long  Island's  Shoreham 
plant  has  been  mothballed  at  a  cost  of 
$5.5  billion,  nearly  half  of  which  will 
be  paid  by  the  area's  ratepayers  for 
many  years  to  come.  All  this  while, 
from  the  San  Onofre  nuclear  plant  in 
southern  California  to  the  Indian 
Point  facility  in  New  York,  nuclear 
has  proved  that  it  can  coexist  peace- 
fully with  the  environment. 

Today  nuclear  accounts  for  just 
20%  of  electricity  in  the  U.S.  Com- 
pare this  to  Sweden,  where  the  figure 
is  47%,  and  Belgium,  where  it  is  65%. 
In  France,  74%  of  electricity  is  gener- 
ated in  nuclear  plants,  up  from  under 
4%  in  1970. 

Not  that  the  nuclear  industry  didn't 
make  its  share  of  mistakes  [see 
Forbes,  Feb.  11,  1985).  The  industry 
oversold  the  public  on  the  simplicity 
of  nuclear  technology,  and  embarked 
on  projects  without  sufficient  in- 
house  expertise  to  monitor  them. 
They  refused  to  standardize  reactor 
designs.  When  public  relations  prob- 
lems multiplied,  the  industry  did  a 


Rick  FriCTlnunBljck  Star 


horrendous  job  of  handling  them. 

Meanwhile,  U.S.  oil  imports  to  feec 
conventional  power  plants  climbec 
higher  and  higher. 

But  as  the  greens,  flush  from  theii 
nuclear  victory,  move  on  to  new 
scares — global  warming,  acid  rain,  \ht 
ozone  hole,  the  whales  and  dol- 
phins— their  old  antinuclear  rhetoric 
sounds  discordant. 

Some  of  the  groups  are  begirming  to 
concede  as  much.  Testifying  before 
Congress  last  month,  Jan  Beyea,  Na- 
tional Audubon  Society  staff  scien- 
tist, recommended  government  fund- 
ing for  a  new  generation  of  nuclear 
reactors.  Why?  "As  a  sort  of  global 
warming  insurance  policy,  in  case  the 
transition  to  renewable  energy  sys-, 
terns  fails  to  materialize."  j 

There  are  other  signs  that,  without 
fanfare,  nuclear  is  in  the  early  stages 
of  a  comeback.  Nuclear  reactor  ven- 
dors are  once  again  making  sales  calls 
on  the  electric  utilities.  The  U.S.  Nu- 
clear Regulatory  Commission  recent- 
ly streamlined  the  licensing  process 
for  new  plants.  Smelling  opportunity, 
the  Europeans,  their  own  nuclear 
markets  near  saturation,  are  buying 
up  American  reactor  makers. 

Environmentalists  who  object  to  a 
nuclear  renaissance  find  themselves 
in  a  difficult  position.  If  they  argue 
too  loudly  that  economic  growth  is 
bad — that  everyone  must  give  up  cars 
and  disposable  diapers  and  go  back  to 
riding  bicycles  and  manning  (or  wo- 
manning)  scrub  boards — they  will  an- 
tagonize a  public  that  is  sympathetic 
to  their  calls  for  clean  air  and  pure 
water.  But  if  they  support  fossil-fuel- 
fired  economic  growth,  they  must  ac- 
cept the  likelihood  of  more  oil  spills, 
more  acid  rain,  more  disruption  of 
such  sacrosanct,  oil-laden  places  as 
the  Santa  Barbara  Channel  and  Alas- 
ka's Arctic  National  Wildlife  Refuge. 


H*  Hint  Gimma-Uaison 


Protestors  at  Sew  Hampshire's  Seabrook  nuclear  plant  in  1979  and  I'JS'J 
Slowing  construction  and  driving  up  the  coat. 
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Surfers  in  front  of  California's  San  Onofre  nuclear  plant 

It'B  hard  to  be  both  for  clean  air  and  water,  and  tigainst  nuclear. 
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Unless  the  greens  are  prepared  to 
argue  for  fewer  jobs  and  a  lower  stan- 
dard of  living,  and  thus  lose  support, 
they  will  have  to  accept  some  kind  of 
power  generation.  Solar  power  and 
wind  power  and  the  like  are  pie-in- 
the-sky.  Clean,  safe  nuclear  power  is  a 
reality.  Listen  to  liberal  Senator 
Timothy  Wirth  (D-Colo.),  who  has 
become  increasingly  pronuclear  in  re- 
cent years:  "We  have  an  obligation  to 
try  to  look  toward  the  future.  One  of 
those  future  technologies  is  solar,  one 
is  conservation  and  one  is  nuclear." 

The  U.S.  is  facing  a  power  crunch  in 
the  1990s.  Already  the  power  short- 
ages are  beginning  to  crop  up.  When 
the  big  freeze  hit  Florida  last  winter, 
utilities  had  to  resort  to  rolling  black- 
outs— cutting  power  to  particular 
neighborhoods  intermittently  for  up 
to  two  hours.  During  the  sweltering 
summer  of  1988,  residents  of  New 
England  experienced  brownouts.  And 
projections  show  demand  for  electric- 
ity continuing  to  grow  faster  than  ca- 
pacity— over  twice  as  fast  in  New  En- 
gland over  the  next  decade,  and  nearly 
twice  as  fast  in  Florida. 

Even  factoring  in  plants  on  the 
drawing  board  that,  if  built,  will  pro- 
duce 168,000  megawatts  by  the  year 
2010,  the  U.S.  will  need  another 
186,000  megawatts  of  electrical  ca- 
pacity. Filling  the  gap  will  require 
new  generating  capacity  equivalent  to 
a  quarter  of  the  current  generating 
capacity  in  the  U.S. — or  almost  200 
large  coal  or  nuclear  plants.  This  con- 
servative estimate  comes  from  the 
U.S.  Energy  Information  Administra- 
tion, an  independent  forecasting  unit 
within  the  Department  of  Energy. 


Ellis  HcraiEiMnck  Biision 


Nuclear  fuel  decomposing  in  water  tank 
Not  an  inaurmountithle  problem.. 

Will  they  be  coal  plants?  Fifty-six 
percent  of  the  country's  electricity 
now  comes  from  plants  fired  by  coal, 
of  which  plentiful  reserves  still  exist. 
But  it's  hard  to  be  for  coal  and  against 
acid  rain.  Each  1,000-megawatt  coal 
plant  annually  spews  out  70,000  tons 
of  sulfur  oxides — the  chief  culprit  in 
acid  rain. 

What  of  oil-  and  gas-fired  genera- 
tors? The  more  oil  is  shipped,  the 
more  Valdez-type  oil  spills  are  possi- 
ble. Moreover,  the  U.S.  is  already  set- 
ting up  the  world  for  another  round  of 
OPEC-Ied  financial  instability:  Oil  im- 
ports are  today  near  their  1977  high  of 
46.5%.  And  while  natural  gas  is  inex- 
pensive right  now,  few  experts  believe 
it  will  remain  so. 


Nuclear  power  plant  control  room  simulator 
Reducing  the  marginfor  human  error. 


Solar  farms?  Windmills?  After  20 
years  of  costly  experiment,  these  to- 
gether contribute  1%  of  total  U.S. 
electric  production. 

Energy  conservation  programs  have 
reduced  peak  U.S.  power  require- 
ments by  21,000  megawatts,  or  3%  of 
total  current  capacity.  That  helps,  but 
it  is  only  a  beginning. 

Quietly,  nuclear  is  already  taking 
the  first  steps  toward  a  comeback. 
One  important  such  step  is  the  Nucle- 
ar Regulatory  Commission's  stream- 
lined licensing  procedures  for  new  nu- 
clear facilities.  Unlike  big  nuclear  us- 
ers like  Sweden  and  France,  the  U.S. 
has  required  a  two-step  licensing  pro- 
cess before  a  nuclear  plant  can  go  on- 
line. This  regulatory  system  has 
proved  an  effective  weapon  in  the 
hands  of  the  antinuclear  forces.  Under 
it,  utilities  must  face  months  of  pub- 
lic hearings  to  get  a  construction  per- 
mit, then  run  the  gauntlet  agam  when 
the  plant  is  finished  many  years  later. 
The  two-step  licensing  process  dra- 
matically increases  the  chances  of 
costly  delays  because  of  the  public 
hearings  and  last-minute  changes  in 
design  standards.  As  a  result,  in  this 
country  it  can  take  12  years  to  com- 
plete and  operate  a  plant  that  the 
French  can  have  up  and  running  in  6. 

The  simplified  procedure,  issued  by 
the  NRC  a  year  ago,  provides  for  ap- 
proval of  the  complete  design  at  the 
beginning  of  the  process.  Under  the 
new  rules,  which  antinuclear  groups 
are  now  fiercely  fighting,  the  owner  of 
the  new  reactor  would  automatically 
be  allowed  to  fire  up  the  plant  on 
completion,  as  long  as  it  meets  the 
agreed-upon  design  standards. 

This  licensing  change  is  particular- 
ly meaningful  in  light  of  a  new  gener- 
ation of  modular  600-megawatt  nu- 
clear plants,  now  on  the  drawing 
boards  at  Wcstinghouse  and  General 
Electric.  In  theory,  once  these  stan- 
dardized designs  are  completed  and 
licensed — perhaps  five  years  down  the 
road — a  utility  or  independent  power 
producer  could  get  site  approval  in 
advance  and,  in  effect,  buy  the  generic 
plans  off  the  shelf,  license  and  all. 

Moreover,  since  the  design  would 
be  generic,  the  cost  of  building  nucle- 
ar plants  could  be  substantially 
reduced. 

Wcstinghouse  projects  the  cost  of 
its  new  modular  plant  at  $1,370  per 
kilowatt-hour,  or  about  $825  million 
(not  including  interest  costs)  for  a 
600-megawatt  plant.  That  cost  is  in 
line  with  the  cost  of  comparable  coal- 
fired  plants  now.  But  the  Clean  Air 
Act  now  before  Congress  would  sig- 
nificantly increase  emissions  stan- 
dards for  coal-fired  plants.  That  will 
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increase  their  cost  and  make  the  new 
generation  of  nuclear  plants  more 
competitive. 

Why  would  these  plants  come  in  so 
much  cheaper  than  their  predeces- 
sors, which  cost  as  much  as  $2,500 
per  kilowatt  (again  excluding  interest 
costs)  to  build?  Unlike  in  the  past, 
each  new  reactor  would  not  have  to 
reinvent  the  nuclear  wheel,  and  many 
of  the  new  reactors'  components 
could  be  assembled  in  factories, 
where  inspection  and  quality  control 
are  easy  to  maintain,  rather  than  on 
the  plant  sites  themselves. 

Jerome  Goldberg  is  head  of  nuclear 
operations  at  Florida  Power  &.  Light, 
which  currently  generates  30%  of  its 
energy  in  four  nuclear  plants.  In  the 
past  six  months,  he  says,  Westing- 
house  and  Combustion  Engineering 
have  made  several  presentations  on 
the  new  reactors  to  his  engineers  and 
managers.  Goldberg  says  fp&l's  im- 
mediate plans  call  for  building  six 
new  gas-fired  generators  to  ease  Flori- 
da's power  crunch.  Just  the  same,  he's 
listening  carefully  to  what  the  nucle- 
ar vendors  are  telling  him. 

"Eventually,  there  will  be  the  rec- 
ognition that  shutting  out  the  nuclear 
option  was  not  a  good  idea,"  he  says. 

Here's  a  telling  indication  of  how 
interest  in  nuclear  is  building  again: 
In  its  19-year  history,  Greenpeace,  the 
radical  activist  environmental  group, 
never  bothered  to  take  a  position  on 
nuclear  power.  Greenpeace  leaders 
say  they  thought  the  battles  had  al- 
ready been  fought  and  won. 

But  now  that  reports  of  nuclear's 
death  appear  to  be  exaggerated, 
Greenpeace  is  mounting  its  own  anti- 
nuclear  campaign.  Says  Eric  Fersht, 
who  heads  the  campaign:  "We  see  a 
lot  of  signs  that  things  are  at  work 
that  need  to  be  responded  to  in  a  big 
way."  Judging  by  past  Greenpeace 
campaigns,  its  antinuclear  campaign 
will  be  both  emotional  and  confronta- 
tional. Nevertheless,  sparing  dolphins 
is  one  thing;  turning  down  the  air 
conditioner  on  a  sweltering  day  is 
something  else  again. 

Sensing  that  the  U.S.  is  becoming  a 
potentially  lucrative  market  for  nu- 
clear plants;.'  in  January,  Asea  Brown 
Boveri,  a  $25  billion  (sales)  Zurich- 
based  power  and  environmental  engi- 
neering firm,  paid  $1.6  billion  to  ac- 
quire Combustion  Engineering,  the 
nuclear  plant  maker  that  built  16  U.S. 
plants.  And  in  September  of  last  year, 
Framatome  Group,  the  big  French  nu- 
clear plant  construction  firm,  paid 
$50  million  for  a  50%  interest  in  Bab- 
cock  &.  Wilcox  Co.'s  nuclear  services 
division.  Framatome  is  working  in 
partnership  with  the  German  giant 


Model  of  Westmghoiise's  new  modular  nuclear  plant 
Standardization  will  bring  down  costs. 


Siemens  to  develop  new  reactors  in 
the  U.S. 

Says  Nuclear  Regulatory  Commis- 
sion Chairman  Kenneth  Carr,  "The 
foreigners  recognize  that  the  market 
today  is  in  the  U.S.,  and  they're  focus- 
ing on  this  tremendously." 

Among  domestic  reactor  makers, 
GE  and  Westinghouse  have  designs  in 
the  works  aimed  at  making  reactors 
that  are  even  safer  than  today's  reac- 
tors, in  theory  as  well  as  in  practice. 
The  new  ge  and  Westinghouse  reac- 
tors are  known  as  advanced  passive 
light-water  reactors.  They  are  de- 
signed around  an  almost  fail-safe 
technology,  which  uses  gravity  and 
natural  convection  to  cool  the  reac- 
tor's core  if  it  begins  to  overheat.  The 


Brad  Bower/Piaure  Group 


TTjree  Mile  Island 

World's  most  efficient  nuke  plant. 


idea  is  to  leave  as  little  room  for  hu- 
man error  as  possible;  it  was  human 
error  that  led  to  the  partial  meltdown 
at  Three  Mile  Island. 

Meanwhile,  the  industry  has  fo- 
cused on  training  programs  to  keep 
the  skills  of  operators  at  current 
plants  well  honed.  At  Three  Mile  Is- 
land, for  instance,  operators  spend 
one  week  in  six  in  training.  What's 
more,  there  are  currently  73  elaborate 
control  room  simulators  in  use 
around  the  country  (up  from  just  a 
handful  before  the  accident  at  1979 
Three  Mile  Island).  These  simulators, 
built  specifically  for  individual 
plants,  can  run  operators  through  doz- 
ens of  emergency  situations,  from  a 
loss  of  coolant  to  loss  of  power  within 
the  plant  itself. 

With  the  new  passive  light-water 
reactors,  if  the  core  begins  to  over- 
heat, valves  automatically  open, 
flooding  the  core  with  massive 
amounts  of  water  stored  in  tanks 
above  the  reactor.  This  automatic 
process  is  designed  to  protect  the  reac- 
tor from  damage  for  three  days  before 
human  intervention  is  necessary. 

On  another  front,  a  new  generation 
of  gas-cooled  reactors — preferred  by 
the  Audubon  Society's  Beyea  and 
most  other  environmentalists  who 
are  willing  to  consider  nuclear — is  un- 
der development.  Lawrence  Lidksy, 
professor  of  nuclear  engineering  at 
MIT,  notes  that  in  theory,  these  gas- 
cooled  reactors  are  so  fail-safe  that  a 
plant  could  withstand  the  simulta- 
neous failure  of  the  reactor's  control 
rods,  as  well  as  a  complete  failure 
of  the  cooling  systems.  Gas-cooled  re- 
actors are  probably  ten  years  away 
from  commercial  use,  but  they  are  on 
the  way. 
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If  new  nuclear  plants  are  to  be  built 
in  this  country,  how  will  they  be  fi- 
nanced? Robert  Newman,  vice  presi- 
dent of  nuclear  operations  at  abb 
Combustion  Engineering,  envisions 
the  following  scenario:  A  consortium 
including  the  reactor  maker,  the  ar- 
chitect/engineering firm,  and  one  or 
more  utilities  would  all  kick  in  equity 
for  some  of  the  new  plants'  funding, 
and  turn  to  the  debt  markets  for  the 
balance.  Westinghouse,  too,  says  it 
would  be  willing  to  take  an  equity 
stake  in  future  nuclear  plants. 

Obstacles    to    nuclear    power    re- 


main— and  they  'are  formidable. 
While  the  Nuclear  Regulatory  Com- 
mission has  simplified  the  federal  reg- 
ulatory process,  state  utility  commis- 
sions must  also  sign  off  on  new  nucle- 
ar projects.  Key  to  getting  the  new 
plants  built  will  be  the  cooperation  of 
state  utility  commissions  in  setting 
up  cost  parameters,  in  advance,  and 
guaranteeing  utilities  that  they  will 
be  able  to  recover  costs,  so  long  as 
they  stay  within  those  parameters.^. 

Nuclear  waste,  too,  remains  a  prob- 
lem, though  not  an  insurmountable 
one  (see  box). 


Severe  as  these  problems  are,  the 
need  for  power  is  immense  if  we  are  to 
maintain  our  standard  of  living  and 
improve  it.  It  may  take  the  balance  of 
this  century,  but  emotion  on  nuclear 
power  will  give  way  to  economic  and 
social  necessities.  Realities  change; 
perceptions  change  more  slowly. 

Last  year  Three  Mile  Island,  the 
would-be  icon  for  everything  that  is 
wrong  with  the  nuclear  power  indus- 
try, was  ranked  by  respected  interna- 
tional trade  magazine  Nucleonics  Week 
as  the  most  efficient  nuclear  power 
plant  in  the  world.    ■ 


The  nuclear  hot  potato 


Enemies  of  nuclear  energy  count  heavily  on  the  nu- 
clear waste  argument:  Where  will  we  dump  all  that 
poisonous  stuff?  The  waste  issue  is  legitimate,  but  by 
no  means  insurmountable. 

There  are  some  20,000  metric  tons  of  civilian  high- 
level  radioactive  waste  from  nuclear  reactors  in  the 
U.S.,  waiting  for  permanent  dis- 
posal. In  1982  Congress  passed  the 
Nuclear  Waste  Policy  Act,  turning 
responsibility  for  nuclear  waste 
disposal  over  to  the  Department  of 
Energy.  The  doe's  plan:  Bury  the 
stuff  1,000  feet  underground,  in  a 
rock  repository  with  little  possibil- 
ity of  seepage  of  radiation  to  under- 
lying water  tables. 

In  1987  Congress  chose  remote 
Yucca  Mountain  in  Nevada  as  a 
site  for  extensive  testing.  The  re- 
pository would  resemble  a  large 
mining  facility  with  1,400  acres 
below  ground  to  bury  the  waste, 
packed  in  reinforced-steel  contain- 
ers. That's  big  enough  to  handle 
70,000  metric  tons,  or  more  than 
three  times  the  current  amount  of 
civilian  waste  in  existence  today. 
The  funds  for  the  disposal  site  are 
to  come  from  a  nuclear  waste  fund, 
established  by  utilities  that  use  nu- 
clear reactors. 

But  two  years  after  testing  began,  the  state  of  Nevada 
refused  to  let  the  Energy  Department  continue  on-site 
testing.  Nevada  has  filed  several  suits  against  the  doe. 
Having  spent  hundreds  of  millions  of  dollars  so  far, 
mostly  on  off-site  lab  and  field  tests,  the  doe  has 
coimtersued  to  be  allowed  to  complete  the  job  assigned 
it  by  Coni;ress 

Dealing  with  this  not-in-my-backyard  matter  is  John 
Bartlett,  wiio  holds  a  doctorate  in  chemical  engineering 
from  Rensse'acr  Polytechnic  Institute.  In  April  he  was 
put  in  charge  of  ^h<z  I)Ol'.s  Office  of  Civilian  Radioactive 
Waste  Management.  Bartl-tt,  who  has  worked  in  nucle- 
ar waste  management:  io  the  kst  20  years,  says  he 
hopes  he  can  reach  an  agrcerne  ■  v/ith  Nevada  rather 
than  fight  a  long-drawn-out  coux    battle. 

Meanwhile,  20  years'  worth  ci  nuclear  waste  has 


been  piling  up  at  the  plants  in  what  is  called  "wet 
storage" — essentially,  lead-lined  pools  of  water  that 
contain  the  spent  nuclear  fuel  rods.  A  dangerous  stop- 
gap? Not  at  all.  Explains  S.  Fred  Singer,  a  project  direc- 
tor at  the  Washington  Institute  for  Values  in  Public 
Policy:  "I  would  much  rather  live  next  to  (a  nuclear 


Proposed  disposal  site  at  Yucca  Mountain,  Nei'. 
Not  in  my  backyard. 


plant)  than  almost  any  industrial  plant." 

If  the  permanent  site  at  Yucca  Mountain  is  finally 
approved,  the  antinuclear  people  will  still  complain 
that  the  transport  canisters,  which  have  been  approved 
by  the  Nuclear  Regulatory  Commission,  arc  not  safe 
enough  to  travel  the  nation's  highways.  The  argument 
is  farfetched:  The  nrc's  specifications  require  that  the 
canisters  be  able  to  withstand  a  30-foot  drop  and  a  truck 
crash,  as  well  as  a  30-minute,  1,475-dcgrcc-Fahrcnhcit 
fire.  Bartlett  points  to  tests  that  show  the  canisters  will 
survive  being  hit  by  a  train  traveling  60  mph,  knocked 
off  a  100-foot  cliff  and  trapped  in  the  crash  of  a  fully 
fueled  Boeing  737. 

Whether  they  are  capable  of  withstanding  the  well- 
honed  rhetoric  of  the  antinuclear  groups  is  another 
question.— Thomas  Bancroft 
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With  $11  billion  of  assets  and 
$525  million  of  capital,  SunAmerica 
offers  some  of  the  most  sought- 
after  financial  services  in  America. 

Safe,  tax-deferred  savings 
plans.  A  family  of  14  mutual  funds.  Financial  planning. 
Investment  counseling.  And  trust  services. 

Of  course,  our  reputation  for  quality  is  stellar  Both 
SunAmerica  and  its  parent,  Broad  Inc.,  have  "investment 
grade"  ratings  from  Standard  &  Poor's,  Moody's  and 
Duff  &  Phelps. 

What's  more,  our  100-year-old  Fortune  500  company 
Sun  Life,  has  earned  a  "AA"  claims-paying  rating  from 
S&P  And  an  A  +  /Superior  rating  from  A.M.  Best  for 
nearly  three  decades. 

Sun  Life,  Anchor  National  and  First  SunAmerica. 
Together,  our  three  life  insurance  companies  rank  among 
the  top  1  %  of  all  U.S.  life  companies  in  assets.  For  retire- 
ment planning,  SunAmerica  companies  are  among  the  top 
10  providers  of  tax-deferred  fixed  and  variable  annuities 
in  America. 

SunAmerica  Asset  Management  Corp.  Offering 
top-performing  mutual  funds  and  individual  investment 
counseling,  it  has  been  ranked  the  nation's  third  best  per- 
forming equity  manager  out  of  a  field  of  223  companies 
for  the  five  years  ended  December  31, 1989. 

Resources  Ihist  Company.  One  of  the  largest  trust 
companies  in  the  country,  it  administers  nearly  $3  billion 
of  retirement  plan  assets  for  more  than  100,000  investors. 

Royal  Alliance  Associates,  SunAmerica 
Securities  and  Anchor  Financial.  Today  our  three 
NASD  broker-dealers  form  the  largest  independent 
financial  planning  network  in  the  nation. 

When  looking  for  secure  investments,  strong  perform 
ance  and  sound  financial  advice,  look  to  SunAmerica 
And  make  your  future  a  brighter  one. 
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\Sonie  of  the  country's  sharpest  investors  put 
up  $16  million  to  buy  Chicago  fat  render- 
er  Darling-Delaware  in  1986,  and  have 
since  taken  out  $180  million.  What  they 
left  behind  is  not  a  pretty  sight. 


Mortgaging  out 


By  Hofward  Rndnitaliy 


ONE  OF  THE  financier's  trustiest 
techniques  in  a  rising  market 
is  mortgaging  out.  Here's 
.how  it  works:  You  put  $20  mil- 
hondownonaSlOOmilhon  build- 
ing with  a  cash  flow  of  $10 
million.  You  spruce  it  up, 
put  in  new  tenants,  build  the 
cash  flow  to  $15  million,  and 
slap  a  new  $  1 50  million  mortgage  on 
the  property.  After  paying  off  the  old 
mortgage  you  still  have  $70  million 
left  over  with  which  to  repay  your 
original  down  payment  and  provide  a 
very  handsome  profit. 

Mortgaging  out  can  produce  fabu- 
lous returns  in  corporate  takeovers, 
too.  Consider  the  takeover  of  old-line 
Chicago  fat  renderer  Darling-Dela- 
ware Co.  In  August  1986  some  smart 
mvestors  got  together  to  buy  Darling- 
Delaware.  The  group  included  Equita- 
ble Life,  Fort  Worth's  Bass  brothers, 
Richard  Rainwater,  Texas  financier 
Edward  (Rusty)  Rose  III,  money  man- 
ager and  former  Drexel  Bumham 
Lambert  partner  Dort  Cameron  IH, 
Texas  fat  renderer  William  Shirley  Jr. 
and  meat-packing  executive  Steven 
Spiritas. 

At  the  time,  Darling-Delaware  was 
eaming  around  $2.5  million  after  tax- 
es on  sales  of  nearly  $200  million.  The 
investment  group  bought  it  from  its 
private  owners  for  $96  million.  Their 
equity  in  the  deal  was  $16  million; 
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most  of  the  rest  was  borrowed. 

The  new  owners  quickly  expanded 
Darling-Delaware's  operations.  By 
early  1989  they  had  acquired  17  fat 
rerfdering  plants  and  had  boosted 
earnings  sixfold,  to  $14  million. 

With  the  company's  income  state- 
ment spruced  up,  it  was  time  to  mort- 
gage out.  In  early  1989  the  investors 
paid  themselves  a  cash  dividend  of 
$180  million.  The  money  came  not 
out  of  Darling-Delaware's  retained 
earnings  and  paid-in  capital  (which 
only  amounted  to  about  $25  million), 
but  mostly,  in  effect,  from  bondhold- 
ers. At  about  the  same  time,  through 
Drexel,  the  company  raised  $175  mil- 
lion in  junk  debt. 

What  was  good  for  the  equity  inves- 
tors was  a  disaster  for  the  bondholders 
and  Darling-Delaware.  It  has  been  un- 
able to  shoulder  the  debt.  In  the  fat 
rendering  business,  profitability  can 
change  sharply  from  year  to  year.  Last 
year,  with  high-quality  animal  fat  in 
short  supply,  prices  paid  for  Darling's 
commodity  fat  products  like  tallow, 
grease  and  bonemeal  fell.  Profits  evap- 


orated. For  1989  Darling  ran  up  net 
losses  of  $16  million. 

Rather  quickly,  Darling-Delaware 
had  deteriorated  into  a  company  that 
was  over  $300  million  in  debt  and 
faced  a  $43  million  annual  interest 
burden.  Early  this  year  Darling  found 
itself  in  violation  of  its  bank  cove- 
nants. Darling's  bank  lenders  de- 
manded that  Darling  sell  $25  million 
of  assets  by  March  of  next  year  to  help 
pay  down  the  company's  bank  loans. 

A  few  months  ago  the  Equitable, 
the  Bass  brothers  and  others,  through 
a  partnership  called  Investment  Lim- 
ited Partnership,  in  effect  agreed  to 
put  back  into  the  company  some  of 
the  $62  million  in  dividends  they  had 
taken  out.  They  bought  3.1  million 
new  shares  of  Darling-Delaware  cu- 
mulative convertible  preferred  stock, 
worth  $24  million.  The  preferred 
stock  deal  increased  the  partnership's 
stake  in  Darhng  to  60%  from  35%. 

The  Basses  and  Equitable  probably 
put  up  the  money  as  insurance  against 
a  potential  lawsuit  by  bondholders.  In 
the  junk  bond  offering  prospectus  is- 
sued a  year  ago.  Darling  conceded  that 
it  could  be  open  to  charges  of  fraudu- 
lent conveyance.  Through  such  a  suit, 
investors  and  lenders  can  be  awarded 
damages  when  financiers  load  a  com- 
pany with  unsustainable  amounts  of 
debt  (Forbes,  Jan.  22,  1990). 

Other  Darling  investors,  including 
Rusty  Rose,  William  Shirley,  Richard 
Rainwater  and  Steven  Spiritas — who 
together  originally  invested  about  $8 
million — received  a  total  of  nearly 
$80  million  of  the  $180  million  divi- 
dend last  year,  and  have  since  kicked 
in  a  mere  $2.3  million  in  new  equity. 
Thus,  they  now  own  a  considerably 
smaller  percentage  of  Darling's  equi- 
ty. But  most  all  the  cash  they  took  out 
is  in  their  pockets. 

Will  the  $24  million  preferred  stock 
bailout  be  adequate?  Probably  not. 
Half  of  the  capital  infusion  was  con- 
sumed by  interest  payments  due  in 
March.  To  meet  its  stringent  bank 
covenant  requirements.  Darling  must 
generate  operating  cash  flow  at  an  an- 
nual rate  of  $66.5  million.  "Under  the 
circumstances,  that  looks  to  be  quite 
difficult,"  says  Anand  lye:  vice  presi- 
dent of  high-yield  research  at  First 
Boston.  Iyer  figures  the  partnership 
may  have  to  make  up  the  shortfall. 

Perhaps  the  Basses  and  Equitable  or 
other  equity  investors  will  apply  an- 
other tourniquet,  but  the  market 
clearly  has  its  doubts  about  any  long- 
term  solution.  Darling's  $175  million 
face-amount  of  14%,  1 0-year  bonds 
were  recently  changing  hands  at  38 
bid,  44  ask.  The  fat,  the  market  is 
saying,  is  off  the  bones.  ■ 


FORBES,  rUNE  11,  1990 


125 


I 


Americans  are  bestowing 
more  green  stuff  on 
their  children.  Meet  the 
newest  big  spender: 
the  kid,  aged  4  to  12. 

Hey,  Ai 
let's  c4 


By  Peter  Newcomb 


Atari's  portable  Lynx  videogame  sells 
for  $180.  Vision  Street  Wear  shorts 
b  go  for  $30,  and  Nike's  Air  Jordan 
sneakers  are  $75  a  pair.  How  about  a  $12 
Dick  Tracy  T  shirt,  a  $150  fully  loaded 
Alva  skateboard  and  a  $600  Specialized 
mountain  bike?  Shell  out  a  mere  $1,000  or 
so,  and  your  kid  can  be  transformed  into  a 
supercool  dude. 

Max  Salvati  of  Pasadena,  Cahf.  is  3  years  old. 
He  has  a  bad  case  of  Turtlemania.  He  sleeps  on 
Ninja  Turtle  sheets,  eats  Ninja  Turtle  cereal, 
uses  a  Ninja  Turtle  cup  and  plate,  wears  a 
Ninja  Turtle  T  shirt  and  has  loads  of  Ninja 
Turtle  toys.  Max  explains:  "I  love  the  Turtles, 
because  they're  good  and  they  fight  crime." 
Film  producer  Raymond  Chow  (Forbes,  May 
JS]  and  the  other  makers  of  Turtle  products 
smile  all  the  way  to  the  bank. 

Gone  are  the  days  when  the  younger  kids 
dressed  in  a  cousin's  hand-me-downs  and 
prayed  for  a  two-wheeler  at  Christmas.  Spend- 
ing on  kids  is  now  one  of  the  fastest-growing 
sectors  of  America's  economy.  At  a  time  when 
overall  economic  growth  is  crawling  along  at 
2%,  spending  on  and  by  kids  4  to  12  years  old 
jumped  an  estimated  2.S%  last  year,  to  $60 
billion.  This  year  the  kiddie  market  is  expect- 
ed to  hit  $7.S  billion,  approaching  2%  of  the 
entire  U.S.  economy. 

Who's  paying  for  this  spending  splurge?  Par- 
ents, of  course,  many  of  them  baby  boomers 
born  in  the  1950s.  And  where  do  Dad  and  Mom 
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get  the  scratch?  Professor  James  McNeal,  who 
tracks  kiddie  spending  for  Texas  A&.M,  points 
to  a  simple  demographic  fact:  Many  of  today's 
generous  parents  have  already  purchased  their 
big-ticket  items  like  homes  and  cars.  So, 
McNeal's  reasoning  goes,  who  are  they  to  be- 
grudge little  Tom  or  Mary  his  or  her  own 
chance  to  keep  ahead  of  the  Joneses? 

All  this  has  been  great  for  children's  books. 
What  parent  doesn't  want  to  prepare  the  kid 
for  Princeton  early?  "Parents  are  buying  books 
for  their  kids  more  than  ever  before,"  says 
Betsy  Groban,  marketing  director  for  Little, 
Brown  &.  Co.  in  Boston.  "They  think  nothing 
of  piling  up  four  or  five  books  at  $14.95.  It's  not 
a  special  purchase  anymore."  Adds  Nancy 
Pines,  marketing  director  for  kids'  books  at 
Bantam,  "You  have  this  thirt)  something  genet  Ti- 
tian that's  very  interested  in  building  a  better 
baby.  Books  are  an  accepted  way  to  do  it." 

Sales  of  kids'  books  should  exceed  $1  billion 
this  year.  One  of  the  nation's  bestselling  paper- 
back kids'  series.  Bantam's  Sueet  Valley,  has 
printed  more  than  55  million  copies  since  the 
first  voluiAe  was  published  in  1983. 

Kiddie  Spending  is  likely  to  remain  robust 
for  some  years  to  come.  One  reason:  There  are 
more  kids  around  than  there  were  a  few  years 
ago.  America  is  going  through  a  bit  of  a  baby 
boom — or  boomlet,  as  some  demographers  call 
it.  Last  year  births  hit  a  high  of  more  than  4 
million,  the  strongest  performance  since  the 
post- WWII  baby  boom  ended  in  1964.  This 
year  could  b*e  even  stronger. 

Adding  to  the  spend-spend  trend,  many  af- 
fluent families  are  having  only  one  or  two 
children,  meaning  there  is  more  money  to  lav- 
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ish  on  each  kid.  A  well-equipped  kid  has  become  a  status 
symbol  in  some  circles. 

For  most  of  U.S.  history,  family  budgets  were  dominated 
by  the  need  to  buy  the  basics — food,  clothing  and  shelter. 
But  there  was  a  kind  of  sea  change  three  years  ago,  when 
U.S.  spending  on  recreation  surpassed  clothing.  It  was  yet 
another  sign  of  America's  affluence — or  laziness,  as  some 
would  call  it. 

For  people  under  12  years  old,  the  biggest  portion  of  the 
recreation  dollar  is  spent  on  videogames.  Last  year  kids 
spent  over  $10  billion  on  such  games,  more  than  $7  billion 
of  it  in  video  arcades,  the  other  $3  billion  or  so  on  video- 
games and  associated  gear  for  the  home.  The  market  is 
dominated  by  Nintendo,  a  Japanese  company  that  last  year 
had  profits  of  $217  million  on  sales  of  $1.8  billion. 

With  games  that  make  Pac  Man  look  prehistoric,  Nin- 
tendo single-handedly  revived  America's  videogame  mar- 
ket, which  was  moribund  five  years  ago.  Indeed,  back  in 
1985  the  U.S.  home  videogame  market  had  dwindled  to 
$100  million  in  retail  sales.  But  on  the  strength  of  Ninten- 
do's new  offerings,  the  market  by  last  year  had  grown  more 
than  thirtyfold.  Nintendo's  U.S.  divi- 
sion, Nintendo  of  America,  together 
with  its  licensees,  has  captured  90% 
of  that  market. 

Asked  to  name  today's  hottest  vid- 
eogame, Jamie  Moorhead,  11,  of 
Greenwich,  Conn.,  quickly  responds. 


Nintendo  World  Championships  in 

Manhattan.  More  than  20,000 

kids  participated. 


"Super  Mario  Bros.  3,"  in  which  Mario,  a  mustachioed 
plumber  from  Brooklyn,  acquires  the  ability  to  fly.  What's 
passe?  "Super  Mario  Bros.  2,"  snaps  Jamie  as  he  rushes  off 
toward  the  soccer  field.  Plumbers  that  can't  fly  are  yester- 
day's news. 

While  Nintendo  is  raking  in  record  profits,  other  game 
companies  are  trying  to  ride  its  kimono  tails.  One  of 
Nintendo's  largest  U.S.  licensees  is  Acclaim  Entertain- 
ment (Forbes, /w/)'  11,  1988],  the  Oyster  Bay,  N.Y.-based 
outfit  that  was  the  first  American  company  to  distribute 
Nintendo  games  in  the  U.S.  Last  year  Acclaim's  sales 
nearly  doubled,  to  $70  million. 

Established  U.S.  toymakers  Hasbro  and  Mattel  have  also 
grabbed  a  piece  of  Nintendo's  action.  Hasbro's  Milton 
Bradley  division  distributes  eight  Nintendo  game  car- 
tridges. Mattel,  meanwhile,  snagged  the  rights  to  distrib- 
ute Nintendo  games  overseas.  Mattel  is  also  making  and 
selling  the  Power  Glove,  a  Nintendo  accessory  that  allows 
kids  to  control  the  on-screen  action  from  8  feet  away  by 
simply  moving  the  gloved  hand.  Mattel  took  in  $40  mil- 
lion (at  wholesale)  selling  Power  Gloves  last  year;  demand 
this  year  is  even  stronger. 

Now  Nintendo  is  rushing  into  the 
newest  videogame  niche,  the  market 
for  hand-held  portable  units.  In  the 
last  five  months  of  1989  alone,  Nin- 
tendo's newly  introduced  Game  Boy 
portable  unit  sold  1  million  units  at 
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about  $90  each.  The  company  expects  to  sell  five  times 
that  amount  this  year. 

Nintendo's  success  has  roused  Atari,  the  Sunnyvale, 
Calif-based  videogame  maker  that  ruled  the  market  in  the 
early  1980s.  Atari  is  pinning  its  hopes  on  the  recently 
unveiled  Lynx  hand-held  model.  Lawrence  Siegel,  Atari's 
game  division  president,  says  Atari  has  so  far  spent  $25 
million  developing  and  marketing  the  Lynx. 

Will  it  pay  off?  Let  the  kids  decide.  Lynx  retails  for  about 
$180  per  unit,  or  double  Game  Boy's  price.  But  unlike 
Game  Boy,  the  Lynx  action  is  in  color,  and  the  Lynx  has  a 
bigger  screen — 3.5  inches  across.  Kids  notice  the  differ- 
ence. "I  like  Lynx,"  says  Jamie  Moorhead.  "It  has  color  and 
better  graphics.  Game  Boy  is  just  black  and  white." 

Traditional  toys,  meanwhile,  are  booming,  too.  Mattel's 
Barbie  doll  today  brings  in  some  $600  million  in  world- 
wide sales  (Forbes,  May  28].  To  keep  the  interest  of  the  9- 
to- 12-year-old  market,  Mattel  has  expanded  the  Barbie  line 
by  offering  various  Barbie  products,  such  as  girls'  handbags 
and  trading  cards.  Some  of  it  gets  pretty  expensive:  Kids 
can  now  buy  Barbie  town  houses  and  mansions  that  cost 
up  to  $400.  Or  how  about  a  doll  with  a  gold-sequined  dress 
by  fashion  designer  Bob  Mackie  for  $120? 

Amanda  Games,  10,  of  Houston,  already  has  ten  Barbie 
dolls,  and  now  she  needs  a  place  for  them  to  live.  Says  she, 
"If  I  could  buy  anything,  I'd  buy  a  new  three-story  doll- 
house."  That  will  likely  set  Mrs.  Games  back  50  bucks. 

Hollywood's  entertainment  moguls  have  become  well 


versed  in  exploiting  this  kids'  market.  Eight  movies  re- 
leased last  year  grossed  over  $100  million  apiece  at  the  box 
office.  Of  these  box  office  hits,  five  were  especially  popular 
with  kids:  Batman,  Indiana  Jones  and  the  Last  Crusade, 
Honey,  I  Shrunk  the  Kid'i,  Ghosthusters  II  and  Back  To  the 
Future  II.  Or  take  the  top  ten  bestselling  videocassettes  of 
all  time:  Eight  of  them  made  the  list  primarily  because 
they  appealed  to  kids,  H.  T.  and  Bambi  chief  among  them. 
Parents  are  more  likely  to  buy  videos  for  kids  than  for 
themselves  because  the  kids  will  happily  watch  a  movie 
100  times  or  more.  Most  adults,  by  contrast,  don't  like  to 
watch  the  same  movie  more  than  once,  so  they  rent. 

Television?  In  prime  time,  no  hit  could  be  as  unexpected 
as  Fox'  new  smash.  The  Simpsons.  An  animated  program 
and  currently  Fox'  number  one  show,  it  features  the  bug- 
eyed  Simpson  family,  sort  of  contemporary  Jetsons  set  in 
blue-collar  Middle  America.  The  family's  irreverent  son, 
Bart,  has  hit  it  big  with  America's  kids  by  telling  his 
parents  to  relax,  or  as  he  puts  it,  "Don't  have  a  cow,  dude." 

In  an  effort  to  come  up  with  "totally  radical"  kids' 
programming,  General  Electric's  nbc  unit  is  working  on 
the  Guys  Next  Door,  a  fast-paced  comedy  show  that  will 
include  music  videos;  it  is  set  to  air  in  the  fall,  nbc 
describes  the  show  as  a  cross  between  Saturday  Night  Live 
and  the  popular  New  Kids  On  The  Block  recording  group. 
Separately,  in  an  effort  to  cash  in  on  the  Nintendo  craze, 
NBC  is  now  offering  an  animated  show  called  Captain  N and 
the  Adventures  of  Super  Mario  Brothers  3- 
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Much  of  this  would  not  be  going  on, 
of  course,  if  advertisers  weren't  falUng 
over  one  another  to  reach  the  nation's 
32  milhon  kiddoes  between  the  ages 
of  4  and  12.  Total  advance  tv  advertis- 
ing sales  for  next  season's  first-run 
Saturday  morning  children's  shows 
for  the  networks  and  Fox  are  expected  to  be  nearly  $200 
million,  up  from  about  $150  million  last  year.  One  new 
player  is  Burger  King,  which  traditionally  left  the  kid 
business  to  rival  McDonald's.  But  with  fast-food  sales 
sluggish.  Burger  King  has  begun  aggressively  going  after 
kids  with  new  tv  ads.  This  reflects  the  fact  that  it  is  often 
the  kid  who  picks  where  the  family  will  eat. 

In  a  move  reminiscent  of  Disney's  enormously  success- 
ful M/c/fee)' iV/ome  Chih  TV  program  of  the  Fifties,  Burger  King 
and  Fox  tv  in  the  past  six  months 
have  each  recruited  more  than  1  mil- 
lion children  to  join  their  "Kid 
Clubs."  Burger  King  in  January  began 
wooing  them  with  "totally  secret 
memberships."  Children  join  for  free 
and  receive  a  newsletter  five  times  a 
year.  The  club  also  mails  out  posters, 
stickers  and  literature  on  subjects  like 
nutrition  and  technology.  The  Burger 
King  club's  "hip"  founding  members 
have  names  like  Jaws  and  Boomer  and 
speak  the  language  of  kids  today:  If 
something  isn't  "awesome"  or  "total- 
ly rad"  (short  for  radical),  it's  likely  to 
be  "bogus." 

The  record  industry  has  always  rid- 
den the  whims  of  young  people — but 
never  this  young,  a&m  Records,  a  di- 
vision of  PolyGram,  was  the  first  ma- 
jor label  to  seriously  pursue  recording 
artists  who  tailor  their  acts  to  kids. 
a&m's  quest  began  in  1983  when  Da- 


Lining  up  for  the  Teenage  Mutant 

Ninja  Turtles  movie.  Toy  licensors 

smile  all  the  way  to  the  bank. 


Storyteller  Raf fi.  His  perfor- 
mances— at  huge  concert  halls — pack 
>;  '  in  youngsters  by  the  thousands. 


vid  Steffen,  then  a&m's  senior  vice 
president  for  sales  and  distribution, 
went  to  Ontario  to  see  an  afternoon 
show  by  a  folksy  guitarist  named 
Raffi.  Steffen  recalls,  "The  arena  was 
filled  with  screaming  kids  and  moth- 
ers and  fathers.  It  was  thunderous. 
Kids  were  standing  on  their  seats.  They  did  just  about 
everything  you  do  at  a  rock  concert  except  hold  lighters  up 
at  the  end." 

After  Raffi's  success,  A&.M  signed  other  kids  acts  such  as 
Sharon,  Lois  &.  Bram,  and  Tom  Chapin.  Also,  in  partner- 
ship with  Windham  Hill  Records,  a&m  released  a  series  of 
storybook  tales  set  to  music,  narrated  by  such  movie  stars 
as  Meryl  Streep  and  Jack  Nicholson.  "It's  a  whole  other 
world  of  music  people  that  most  people  don't  know 
^^^_  about,"  says  Stephen  McArthur,  di- 
^^^B  rector  of  special  projects  at  Rounder ' 
^  Records,  an  independent  label  in 
4  Cambridge,  Mass.  that  was  a  pioneer 
"fl  in  the  kid  business.  McArthur  loves 
M  the  economics:  Because  kids'  records 
^  don't  require  the  highest-quality 
sound  or  big-namc  musicians,  they 
often  cost  less  than  a  tenth  of  what  a 
major  rock  'n'  roll  artist  might  spend 
laying  down  a  record. 

One  of  the  hottest  things  in  the 
record  business  today  is  New  Kids  On 
The  Block,  a  group  of  squeaky-clean 
young  men  who  perform  dance  rou-  1 
tines  and  sing  to  pop  music.  Signed  by  | 
Sony's  Columbia  Records  label,  New 
Kids  has  put  out  three  albums.  Total 
sales:  more  than  15  million  copies,  | 
surpassed  in  recent  years  only  by  the 
likes  of  Michael  Jackson. 

New  Kids  is  a  licensing  gold  mine, 
too,    with    more    than    $80    million 
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worth  of  licensed  goods  sold  at  retail 
already,  ranging  from  Hasbro's  New 
Kids  dolls  to  beach  towels. 

New  Kids  is  especially  popular  with 
preadolescent  girls.  But  even  toddlers 
are  getting  hooked.  Take  3-year-old 
Jlose-Anne  Vonella  of  Stamford, 
Conn.  Says  her  mom,  Rachele,  "Rose-Anne  got  into  the 
New  Kids  because  of  her  older  brothers.  Now  she  puts 
them  on  the  tape  deck  every  morning." 

Greeting  card  companies  are  getting  into  the  kiddie  act. 
Early  last  year  Hallmark  Cards  introduced  a  new  series 
called  To  Kids  With  Love.  Designed  specifically  for  adults 
to  give  to  their  children,  the  cards  deal  more  with  personal 
communication  than  special  events  like  birthdays  and 
holidays.  For  parents  who  leave  for  work  Before  the  kids 
get  up  and  return  after  the  young  ones 
are  tucked  in  bed,  a  greeting  card  can 
complement  parental  attention  or  af- 
fection— and  can  be  purchased  in  a 
hurry  for  as  little  as  95  cents.  The 
Hallmark  line,  now  about  100  cards 
deep,  is  meant  to  give  kids  positive 
feedback  with  messages  like  "you're 
great"  or  "we  think  you're  terrific." 
Other  card  manufacturers  like  Ameri- 
can Greetings  and  Gibson  Greetings 
will  launch  similar  lines  this 
summer. 

The  rag  trade  has  been  quick  to  cash 
in,  too.  Just  glance  at  the  bright  or- 
ange and  green  fluorescent  colors  kids 
wear  today,  and  you  know  something 
is  happening  with  fashion.  Esprit  De 
Corp.  got  in  .on  the  trend  early, 
launching  its  Esprit  Kids  division  in 
1982.  Today  kidswear  for  ages  3  to  15 
is  Esprit's  bestselling  segment,  mak- 
ing up  20%  of  the  company's  estimat- 


The  delights  of  shopping. 

Kids  "R"  Us  has  already  opened 

154  stores.  More  to  come. 
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Hearninrvb  recording  artists 
Kids  On  The  Block.  Over  15 
million  records  sold. 


ed  $780  million  in  annual  sales. 

Toys  "R"  Us  came  to  the  kids' 
clothing  market  after  its  runaway 
success  peddling  toys.  The  company 
now  has  154  Kids  "R"  Us  stores  offer- 
ing clothes,  footwear  and  accessories. 
These  stores  account  for  about  10%  of 
Toys  "R"  Us'  $4.8  bilUon  sales.  Says  Kids  "R"  Us  Presi- 
dent Michael  Searles,  "As  children  became  more  con- 
scious of  fashion,  we  knew  there  was  opportunity." 

The  Gap  jumped  in  with  its  GapKids  stores  in  1986. 
Today  the  number  of  freestanding  GapKids  shops  around 
the  country  is  108  and  climbing. 

Somewhat  upscale,  Laura  Ashley  has  had  tremendous 
success  with  its  Laura  Ashley  Mother  &.  Child  collection. 
Introduced  in  1987,  the  collection  now  accounts  for  13% 
of  Laura  Ashley's  U.S.  sales.  The  com- 
pany now  has  26  Mother  &.  Child 
stores  and  plans  to  add  4  more  by 
year-end.  Other  designers,  like  Chris- 
tian Dior  and  Ralph  Lauren,  also  have 
introduced  kids'  lines. 

What  gives  designers  like  these  an 
advantage?  Brand  names.  Brain- 
washed almost  from  birth  by  televi- 
sion advertising,  today's  kids  recog- 
nize brands  in  a  flash.  Ad^'s  Dr.  Helen 
Boehm,  a  writer  and  child  psycholo- 
gist: "Four-to- 12-year-olds  have  more 
discretionary  income,  and  they  influ- 
ence purchases.  That's  a  very  power- 
ful message  to  advertisers." 

What  will  these  kids  buy  next?  Per- 
haps Detroit — or  Tokyo — should  be 
asking  that  question.  The  leading 
edge  of  today's  baby  boomlet  is  just 
turning  13,  and  soon  they  will  be  driv- 
ing. Hey,  you  car  designers,  some- 
thing totally  cool,  dude.  ■ 
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Land-rich  and  nearly  debt-free,  tightly  held 
St.  Joe  Paper  Co.  and  its  Florida  East  Coast 
Railroad  have  long  been  coveted  by  'val- 
ue'' investors.  But  will  it  take  a  raider  to 
turn  those  assets  to  cash? 


Perform 
or  perish 


By  James  R.  Norman 


DEPENDING  ON  how  you  look  at 
it,  St.  Joe  Paper  Co.  is  either 
one  of  the  most  brilHant  feats 
of  asset  management  of  our  time  or 
one  of  the  worst-run  companies  in  the 
country. 

Brilliant  in  that  since  the  Depres- 
sion it  has  held  on  to  and  expanded 
1.1  million  acres  of  choice  Florida 
landscape  acquired  at  a  few  dollars  an 
acre.  On  the  side,  almost,  it  runs  a 
modestly  profitable  paper  company 
with  the  pulpwood  it  grows,  and  oper- 
ates what  may  well  be  the  best-main- 
tained yet  one  of  the  most  consistent- 
ly profitable  Class  I  railroads  in  the 
nation.  It  also  owns  three  phone  com- 
panies, another  railroad  and  $58  mil- 
lion in  marketable  securities,  mostly 
in  GM  and  Du  Pont  stock.  All  this 
with  virtually  no  debt.  Breakup  value, 
even  after  taxes?  Probably  somewhere 
north  of  $3  billion,  or  triple  the  cur- 
rent market  price  of  $37  a  share. 

This  is  a  story  that  sends  value  in- 
vestors into  rapture.  And  then  into 
fits  of  despair. 

Because  last  year  St.  Joe  earned  a 
paltry  $67  million  on  just  $635  mil- 
lion in  revenues — a  return  on  real  as- 
sets of  maybe  2%.  Dividends?  Less 
than  a  10%  payout  of  even  those 
small  profits.  The  profits,  such  as  they 
are,  are  plowed  back  into  the  business 
to  fertilize  timberlands  and  lay  long- 
lived  concrete  railroad  ties. 

Ever  since  the  days  of  its  legendary 
and  pugnacious  architect,  Edward 
Ball,  St.  Joe  has  put  asset-building 
ahead  of  profit-taking  in  the  name  of 
serving  its  dominant  shareholder,  a 
trust  set  up  by  gunpowder  heir  Alfred 
I.  Du  Pont  to  benefit  in  perpetuity  the 
crippled  children  and  elderly  of  Flori- 
da and  Delaware.  Dividends  received 
by  the  trust  go  almost  entirely  to  the 


Nemours  Foundation,  which  runs 
three  state-of-the-art  clinics  for  crip- 
pled children  and  the  elderly. 

Until  recently  the  trust  owned  86% 
of  St.  Joe  and  5%  of  Florida  East  Coast 
Industries  (53%  owned  by  St.  Joe).  To 
the  immense  relief  of  long-suffering 
minority  shareholders,  this  long,  cozy 
relationship  may  be  unraveling. 


VtahJohnMHvPiLnurc  GnHjp 


"We're  trying  to  realize  some  of  th( 
value,"  says  Thornton,  "rather  th, 
sit  back  and  let  it  appreciate." 

But  there  are  conflicting  signals.  St 
Joe  has  pulled  both  its  big  residential 
developments  near  Tallahassee  and 
Jacksonville  off  the  market  rather 
than  bend  to  government  restrictions. 

Could  a  hostile  raid  or  threat  of  one 
speed  up  realization  of  the  potential 
values?  With  St.  Joe's  listing  on  the 
New  York  Stock  Exchange,  a  well- 
heeled  raider  might  establish  a  beach- 
head, buying  enough  stock  to  cover 
his  legal  costs  with  profits  if  he  is 
outbid.  And  there  would  be  plenty  of 
potential  bidders.  The  takeover  of  I 
Great  Northern  Nekoosa  by  Georgia- 
Pacific  has  put  an  end  to  the  unwrit- 
ten gentlemen's  agreement  against 
hostile  deals  within  the  industry. 

Moreover,  the  stock  is  selling  at 
bargain  prices  since  the  offering  at 
45%  through  Salomon  Brothers.  It  fell 
to  35-V8  before  recovering  to  37.  Com- 
pare this  with  the  estimated  breakup 
value  of  $100  a  share. 

To  meet  New  York  Stock  Exchange 
listing  rules,  St.  Joe  must  add  two 
outside  directors  to  monitor  incom- 


\(  ah  Johnson/Picturr  Gri>up 


St.  Joe  Cbainiiau  Jacob  C  Belin 
Trying  to  save  Ed  Ball's  land  bank. 

The  reason  is  that  in  late  March  the 
Alfred  I.  Du  Pont  Testamentary  Trust 
sold  to  the  public  about  17%  of  St. 
Joe's  stock  for  $230  million,  creating 
the  first  truly  public  market  in  the 
shares.  The  sale  raised  cash  for  the 
trust  without  having  to  boost  St.  Joe's 
dividend  payout.  But  now  Chairman 
Jacob  Belin  and  President  Winfrcd 
Thornton  will  serve  not  just  the  trust 
but  also  the  public  market. 

A  sign  of  the  times,  perhaps:  Over 
the  past  year  the  railroad  has  stepped 
up  development  of  its  20,000  acres  of 
prime  industrial  and  commercial  land 
along  Florida's  east  coast,  including 
six    blocks    in    downtown    Miami. 


Prcsick'Ht  Win/red  I.  Thoniton 

Two  bosses;  a  tntrnt  and  the  public. 

ing  offers.  "If  the  trustees  decline  an 
offer  that  would  have  lasting  benefit 
to  the  trust,  they  may  be  looking 
down  the  barrel  of  a  lawsuit  by  us;" 
says  Florida  Deputy  Attorney  General 
Mitchell  Franks,  whose  interest  in 
the  trust  derives  from  the  state's  de- 
sire to  get  maximum  funding  for  the 
beneficiaries.  Delaware's  Chief  Depu- 
ty Attorney  General,  Fred  Silverman, 
confirms  he  went  so  far  as  to  try  to 
find  a  buyer  for  St.  Joe  several  years  i 
ago,  after  the  state's  court  battle  to  i 
raise  the  trust's  payout. 

Although  the  trust  still  owns  70% 
of  St.  Joe,  the  handwriting  now  is  on 
the  wall.  Perform  or  perish.  ■ 
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What  if  selling  a 
business  brings 
you  $50  million? 


Selling  a  business  is  a  big 
step.  It  can  provide  rich 
rewards.  It  can  also  raise 
serious  questions. 

Who  can  help  you  deter- 
mine what  your  business  is 
really  worth?  Can  you  trust 
your  advisors  to  tell  you  if 
twt  selling  is  the  right  deci- 
sion? If  you  do  sell,  how 


should  you  allocate  your 
assets?  Is  this  the  time  to 
rethink  your  family's  finan- 
cial plan?  What  will  you  do 
next,  and  who  will  you  need 
to  help  you? 

The  point  is  clear:  Selling 
a  business  is  not  a  simple 
matter.  And  your  advisors 
should  care  enough  and  be 
skillful  enough  to  help  you 
sort  through  all  the  com- 
plexities to  gain  the  maxi- 
mum benefits. 

The  private  bankers  at 
Morgan  understand  all  this, 
because  we've  been  helping 


individuals  and  families 
build  -  and  sell  -  successful 
privately  owned  enterprises 
for  more  than  a  century. 
And  a  good  way  to  prepare 
for  either  is  to  establish  a 
private  banking  relationship 
at  Morgan.  You'll  have  the 
best  advice  and  technical 
skills  available  to  you  - 
before,  during,  and  after 
any  transaction. 

As  a  private  banking 
client,  you  and  your  busi- 
ness also  will  have  access 
to  all  of  the  resources  of 
Morgan's  global  organization 


-  the  same  analysts,  traders, 
financial  strategists,  invest- 
ment professionals,  tech- 
nology, and  underlying  cap- 
ital strength  that  serve  the 
world's  largest  corporations. 

For  more  information, 
call  Melissa  F  Fetter,  Vice 
President,  Morgan 
Guaranty  Trust  Company, 
444  S.  Flower  Street, 
Los  Angeles,  CA  90017. 
(213)  489-9374. 


Private  Banking 
in  California 


C  IW<)  J.P  Mor|;an  A  Co.  Inrorporatrd.  parrni  of 
Morgan  Guaranlv  TruM  Compan)  (Mrmbrr  KUIC) 
and  other  J.P  Morgan  subsidiaries 


JPMorgan 


Wasn't  the  future  wonderful? 

And  didn't  it  seenn 

like  only  yesterday  that 

Utopia  would   arrive 

right  on   schedule? 

Today,   many  companies 

are   calling  themselves  the 

future  of  networking. 

Revealingly, 

they  make   no   reference 

to  the   past.   Or  the   present. 

At  Novell,  our 

networking  software  is  already 

in   its  eighth  generation, 

while   many  other 

companies  have  yet  to  give 

birth.  And,   unlike  other 

companies,   all  we 

do   is   Network  Computing. 

It's  what  we're  good   at. 

It's  who  we  are. 
No  one   networks   more 
computers  than   Novell. 

Which   is  something 

you   should   know  about. 

Considering  our  past. 

And  your  future. 


MOVE  L  L 


The    Past,     Present,    and     Future 
of    Network    Computing. 
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APPARENTLY,  THE  FUTURE  |S 
RUNNING  A  LITTLE  LATE. 


Toyota's  cars  are  so  hot  they  rnay  well 
make  the  Japanese  company  third  in  the 
U.S.  market,  ahead  of  Honda  and  Chrysler. 

The  new 
number  three? 


By  Jerry  Flint 


Tl  OYOTA  INTRODUCED  itS  luXUiy 
Lexus  car  early  last  fall.  They 
were  on  time,  and  the  advertis- 
ing was  nicely  timed  to  coincide  with 
the  introduction.  Car  testers  called 
the  new  model  the  best  in  its  class. 

Now  move  to  Toyota's  competitor, 
Nissan.  Nissan  also  had  a  brand-new 
luxury  model,  Infiniti.  It  straggled  in 
ten  weeks  later,  its  Zen  advertising 
campaign  nmning  months  before  the 
Infiniti  was  available  for  sale.  Today 
Toyota's  Lexus  is  outselling  Nissan's 
Infiniti  better  than  3-to-l. 

This  won't  be  the  first  time  Toyota 
has  outclassed  Nissan  in  the  Ameri- 
can market.  Toyota's  Previa  minivan, 


new  this  year,  looks  like  a  hit.  Toyota 
is  sure  it  can  sell  50,000  Previas  this 
year  and  says  it  could  sell  100,000  if  it 
could  get  them.  Shortly  after  the  Pre- 
via hit  the  market  in  April,  Nissan 
was  forced  to  withdraw  its  small  van, 
the  Axxess,  from  the  American  mar- 
ket; it  simply  couldn't  compete. 
Chrysler,  whose  minivans  had  been 
years  ahead  of  Toyota  in  design,  must 
now  play  catch-up  to  the  Previa. 

What  makes  Toyota  so  hot?  Hard 
work,  chiefly.  An  earlier  Toyota  van 
flopped.  So  product  planners  fanned 
out  to  showrooms  to  find  the  prob- 
lems. Says  John  Koenig,  chief  of  Toyo- 
ta's product  plaruiing  in  the  U.S., 
"Our  vans  didn't  have  walk-through 
[an  aisle  down  the  center],  and  the 


The  big  six 


Toyota's  unit  sales  are  rising  faster  than  any  of  its  big  rivals,  pulling  it 
ahead  of  Honda  for  the  first  time  in  years.  And  unless  Chrysler  makes 
bookkeeping  changes,  Toyota's  1990  car  sales  could  top  Chrysler's. 
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Unit  sales,  first  four  montlis  (thousands) 
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short  wheelbase  gave  it  a  pitchy  ride. 
It  wasn't  wide  enough,  and  the  engine 
lacked  easy  serviceability."  Toyota's 
designers  went  to  work.  The  Previa 
was  the  result. 

That's  Toyota:  careful,  making  mis- 
takes but  doggedly  working  to  correct 
them.  The  company  is  not  likely  to  be 
the  first  with  something  new  but  al- 
ways seems  to  be  catching  up  with 
something  better. 

So  far  this  year  U.S.  car  sales  overall 
are  off  about  2%,  but  Toyota's  sales 
are  up  45% .  If  that  keeps  up,  the  com- 
pany will  likely  sell  850,000  cars  this 
year,  making  Toyota  America's  num- 
ber three  car  company,  ahead  of 
Chrysler  and  Honda  (see  chart).  Chrys- 
ler so  far  this  year  has  sold  141,000 
minivans,  but  it  counts  them  as 
trucks,  while  Toyota  coimts  its  vans 
as  cars.  To  keep  from  falling  into 
fourth  or  fifth  place,  Chrysler  might 
begin  counting  its  vans  as  cars.  Image 
is  important  in  this  business. 

Toyota's  success  in  the  U.S.  market 
is,  in  part,  a  personal  triumph  for  Rob- 
ert McCurry,  once  the  top  sales  offi- 
cial at  Chrysler  and  now  the  highest- 
ranking  American  at  Toyota's  U.S. 
arm,  holding  the  position  of  executive 
vice  president.  McCurry,  66,  is  a  for- 
mer Ail-American  football  center  at 
Michigan  State.  Like  a  good  lineman, 
McCurry  sticks  to  basics.  At  Toyota, 
he  has  been  keeping  the  network  of 
dealers  strong,  and  encouraging 
Toyota  to  make  cars  that  look  good 
and  go  fast.  Says  he,  "Most  buyers 
don't  know  16  valves  from  12  valves. 
All  they  know  is  when  they  get  on  the 
expressway  they  want  to  get  away 
from  the  next  guy,  and  they  want 
brakes  that  stop." 

It  was  McCurry,  with  his  nose  for 
the  U.S.  market,  who  nudged  Toyo- 
ta's parent  company  in  Tokyo  from  its 
stodgy  styling  stance.  Over  the  past 
few  years,  Toyota  has  been  moving  to 
a  younger,  sportier  look.  Says 
McCurry,  "I  believe  that  through  my 
efforts,  and  Togosan's  [Yukiyasu 
Togo,  his  immediate  superior],  we 
have  spent  a  lot  of  time  talking  about 
the  importance  of  American  styling 
and  American  interiors.  The  message 
has  gotten  through." 

McCurry's  influence  seems  to  show 
in  Toyota's  1990  models,  such  as  the 
new  wedge-shaped  Celica  coupe,  the 
pointy-nosed  Previa  van,  the  Ferrari- 
like MR2  sports  car — all  supersleck 
by  Toyota  standards.  For  1991  there 
will  be  a  snazzy  low-priced  Tercel  and 
a  new  small  sporty  coupe  to  boot. 

A  major  styling  breakthrough  will 
come  in  a  couple  of  years  with  the 
next  Camry — the  midsize  sedan  that 
is  now  Toyota's  bestselling  model  in 
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Let  Lufthansa  take  you  to  the  place 
where  the  climate  keeps  getting  warmer. 
Eastern  Europe. 


People  expect  the  world  of  us. 


Remember  the  Iron  Curtain?  Not  so  long  ago, 
Eastern  Europe  seemed  remote  and  uninviting 
to  travellers  from  the  West. 
Today,  of  course,  the  climate  has  improved  dra- 
matically. And  while  many  western  airlines  are 
just  now  beginning  to  open  up  routes  to  the 
East,  to  Lufthansa,  Eastern  Europe  is  already 
familiar  ground. 

In  fact,  no  other  airline  flies  to  more  countries  in 
Eastern  Europe  than  Lufthansa.You  will  even  find 
Lufthansa  offices  throughout  Eastern  Europe, 
staffed  by  people  who  have  the  experience  to 
help  you  with  local  travel  arrangements,  hotels, 
rental  cars  and  more. 

As  western  travellers  rediscover  Eastern  Europe, 
no  wonder  so  many  take  the  airline  that  never  left. 

Lufthansa 


Lufthansa  is  a  participant  in  the  mileage  programs  of  United.  Delta, 
USAIr  and  Continental/Eastern.  See  your  Travel  Agent  for  details. 


Imagine  performing  250  million 
calculations  per  seconc. 


In  computers,  smaller  means  faster. 


Nestled  amid  a  peaceful,  wooded  area  outside 
Tokyo,  scientists  at  the  Hitachi  Central  Research 
laboratory  venture  into  unexplored  regions  of  tech- 
nology on  a  daily  basis. 

It  was  here  they  made  a  historic  break- 
through: A  superconductive,  microcomputer  chip 
so  advanced,  it's  decades  ahead  of  the  computers 
that  will  eventually  use  it. 

This  chip  contains  22,000  Josephson  junctions. 
These  pennit  processing  speeds  that  will  make 
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today's  fastest  computers  seem  as  slow  as  abac 
in  comparison. 

Hitachi  is  proud  of  our  efforts  here.  While 
many  dropped  from  the  race  to  master  this  coi 
plex  technology,  we  forged  ahead. 

This  is  another  example  of  what  happens  v 
you  allow  people  to  unleash  their  imagination: 
Which  is  precisely  what  we  do.  As  a  US$48  bi 
international  corporation,*  our  imaginatic^n  mn' 
in  numerous  fields. 

i 
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fast  as  a  world-class  sprinifer. 


^ 
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In  business,  the  battle  goes  to  the  swift. 


H 


decommunications.  Medical  equipment.  Sci- 
Automotive  components.  Our  20,000  prod- 
iclude  everything  from  washing  machines  to 
3n  miCTOscopes. 

/e're  even  into  elevators.  Not  ordinary  lifts  of 
Our  inverter-controlled  elevators  travel  at 
iieet  per  minute.  That's  more  than  five  times  fast- 
1  most.  We've  developed  1,800-feet-per-minute 
ors,  too.  So  if  you're  headed  up  in  your  com- 
Hitachi  may  soon  help  you  get  there  in  a  hurry. 


Perhaps  more  importandy,  these  computerized 
elevators  know  at  what  times  traffic  is  heavy.  On 
every  floor 

So  they  anticipate  where  you  want  to  be.  Before 
you  reach  the  elevator  doors. 

Imagine  that. 

*US$48,496  million;  net  sales  for  the  year  ending  March  31, 1989.  US$1  =¥132. 
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Selling  well  is 
the  lK»t  revenge 

Tloyota's  U.S.  boss,  Robert 
McCurry,  worked  for 
Chrysler  in  the  pre-Iacocca 
days  but  was  pushed  out. 

He  probably  can't  help 
gloating  a  bit  over  the  pros- 
pects of  Toyota's  passing 
Chrysler  in  car  sales  this  year. 
McCurry  told  a  mob  of  auto 
reporters  opening  the  New 
York  Auto  Show  that  if  Chrys- 
ler's people  wanted  to  leam 
how  to  build  a  good  minivan 
(the  minivan  is  Chrysler's 
bestselling  product),  they 
could  take  a  look  at  Toyota's 
new  Previa. 

He  threw  another  barb: 
Chrysler  was  in  trouble,  he 
said,  because  it  hadn't  invest- 
ed in  new  product.  And  he 
didn't  even  bother  to  say, 
"That's  off  the  record." 

Asked  about  this  open  criti- 
cism of  a  competitor, 
McCurry  delivers  a  consider- 
able understatement:  "I'm  a 
very  competitive  guy." — J.F. 
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Robert  McCurry,  executive  vice  president  of  Toyota's  U.S.  operation 

His  target:  1  million  cars  and  trucks  this  year,  1.5  million  in  1995. 

the  U.S.  (an  anticipated  270,000  this 
year).  Even  the  existing  Camry  result- 
ed from  the  U.S.  team's  cajoling  the 
Japanese  into  letting  them  build  a  dif- 
ferent Camry  in  the  U.S.,  a  wider, 
more  sporty  model  than  the  Japanese 
version.  "It  took  a  few  extra  meet- 
ings," McCurry  admits. 

But  McCurry  also  knows  that  cars, 
no  matter  how  attractively  styled,  do 
not  sell  themselves.  Says  McCurry: 
"We've  been  consistently  upgrading 
our  dealer  body  for  five,  six  years."  He 
has  been  ruthless  in  weeding  out  deal- 
ers that  don't  deliver  sales.  Says  he, 
"You  can  have  a  dealer  that's  made 
his  share  of  money  or  doesn't  have 
any  sons  for  the  business.  You  see  if 
he  can  be  reenergized  for  this  compet- 
itive world,  or  you  help  find  a  buyer  to 
let  you  do  what  you  want  to  do." 


McCurry 's  goal  is  to  sell  1.5  million 
cars  and  trucks  in  1995.  But  to  reach 
that  figure,  a  third  above  the  compa- 
ny's current  U.S.  sales  levels,  Toyota 
might  have  to  build  more  plants  in 
the  U.S.  Right  now  there  is  a  plant 
shared  with  gm  in  California  making 
small  Corolla  cars  and  undergoing  a 
$290  million  expansion  to  build 
trucks,  plus  a  21 -month-old  Kentucky 
plant  making  Camrys.  These  two 
could  be  building  500,000  Toyota  ve- 
hicles a  year  within  three  years.  But 
that  won't  be  enough.  Importing  from 
Japan  isn't  the  answer,  either.  Ex- 
plains McCurry,  "They  [Toyota  man- 
agement] are  analyzing  additional 
plant  capacity,  but  the  situation  in 
Japan  is  kind  of  maxed  out."  The  over- 
all logic  points  heavily  to  expansion 
in  the  U.S.,  probably  in  the  Midwest. 


That  would  help  take  the  heat  off 
Toyota  from  those  who  resent  the  in- 
creasing role  Japanese  companies  are 
playing  in  what  was  once  the  quintes- 
sential American  industry. 

With  the  gains  in  the  U.S.,  plus  a 
20%  sales  increase  in  Japan,  Toyota's 
overall  earnings  should  move  up 
smartly  in  the  fiscal  year  ending  June 
30.  In  the  previous  fiscal  year  Toyota 
earned  346  billion  yen  ($2.4  billion) 
on  sales  of  8  trillion  yen  ($56  billion). 

Toyota's  triumphs  just  go  to  show 
that  Aesop's  fable  of  the  tortoise  and 
the  hare  holds  true  in  business.  Nis- 
san and  Honda  built  plants  in  the  U.S. 
first.  Honda's  Acura  was  the  first  Japa- 
nese model  in  the  luxury  field.  Like 
the  tortoise,  Toyota  isn't  much  on 
sprinting,  but  it  is  awfully  good  at 
crossing  the  finish  line.  ■ 


iuyota's  new  models:  the  MR2,  the  Previa  minivan  and  the  Celica  coupe 
The  message  has  gotten  through:  Styling  sells. 
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South  Carolina 

VISION»PURPOSE«COMMITMENT 


Governor  Carroll  Campbell  and 
President  George  Bush  have 
worked  closely  together  on 
issues  of  national  importance, 
including  the  shaping  of  U.S. 
education  goals.  Campbell 
currently  serves  as  co-chair  of 
the  National  Governors' 
Association's  Education  Task 
Force. 


outh  Carolina  has  a  solid  reputation  as  a  state  that  knows  how  to  do 

business.  It  began  as  a  business  venture  more  than  350  years  ago,  and  its      1^ 

attraction  to  business  and  industry  remains  strong  today. 
P  I  In  the  1600s,  a  land  grant  from  King  Charles  of  England  gave  eight 

enterprising  businessmen  the  opportunity  to  turn  a  profit  in  the  New  World. 

As  those  early  colonists  discovered.  South  Carolina's  location  and  abundant 
resources  made  it  a  natural  for  development. 

Indeed,  South  Carolina  boasts  an  appealing  blend  of  diverse  people,  industries 
and  attractive  locations,  which  has  helped  the  state  become  an  increasingly 
dynamic  economic  force.  "South  Carolina  has  earned  the  confidence  of  business 
leaders  through  a  vigorously  pro-business  climate.  (Companies  from  around  ihc 
world  continue  to  prove  their  confidence  in  the  strength  of  our  econt)my  by 
investing  their  capital  resources  in  record  numbers,"  says  Governor  Carroll 
Campbell. 

"In  the  last  three  years,  we've  had  mi)re  than  $9  billion  in  new  investment  in  our 
state.  Yet,  each  year,  fully  two-thirds  of  new  investment  derives  from  the  expansion 
of  existing  facilities,  which  reflects  South  Carolina's  belief  in  'service  after  the  .sale', 
a  concept  we  practice  almost  daily  —  because  we're  in  partnership  with  business." 


SAir 


We're  ready  to  take  off  for  South  Carolina  just  about  anytime  you  are,  from  just  about  anywhere 

you  are.  In  fact,  USAir  and  USAir  Express  fly  to  South  Carolina  from  more  places  around  the 

country  and  at  more  times  throughout  the  day  than  any  other  airline.  So  choose  USAir  or 

USAir  Express  to  South  Carolina.  Because  in  business,  you  can  always  use  a  strong  parmer 


To  fly  to  South  Carolina  from  any  of  the  foUowing  cities,  call  USAir  toll  free  at  1(800)  428-4322. 
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diversified  economy,  which  gives 

companies  the  opportunity  to 

prosper  in  a  sound  business 

environment. 


South   Carolina         That  partnership  —  in  loclcstep  with  the  beUef  that  government  and  business 

together  are  stewards  for  the  state's  growth  —  is  the  hallmark  of  South  CaroUna's 
efforts  to  recruit  business  and  industry,  State  Development  Board  chairman  Richard 
E.  Greer  says.  "Starting  in  the  1960s,  we  made  a  very  protracted  effort  to  develop 
this  state  based  on  a  strategy  that  takes  advantage  of  our  unique  location,  superb 
resources  and  committed  work  force.  Today,  we're  experiencing  some  of  the  benefits 
of  the  long  view." 

Whether  it's  leading  the  nation  in  educatfonal  reform  or  providing  the  necessary 
infrastructure  for  growth,  South  Carolina's  economic  outlook  is  stronger  than  ever 
for  the  1990s.  "Due  to  aggressive  marketing,  continued  capital  investment,  marked 
diversification  of  the  economy  and  a  strong  public/private  commitment  to 
economic  development,  we  know  that  we  can  compete  with  any  other  place  in  the 
world,"  Greer  says. 

_         Part  of  what  makes  South  Carolina  attractive  to  business  is  the  state's 

Empioyment  distribution  trends     conservative  fiscal  management,  says  South  Carolina  State  Senator  James  M. 

are  another  indicator  of  South     Waddell,  Jr.,  chairman  of  the  Senate  Finance  Committee.  ''Financial  World  magazine 

caroiina's  increasingiy     recently  ranked  South  Carolina's  financial  management  practices  fifth  best  in  the 

nation.  Because  the  magazine  rated  states  as  if  they  were  run  like  businesses  — 

including  balanced  budgets,  accurately  predicted  revenue  and  generally  accepted 

accounting  principles  —  it's  no  surprise  South  Carolina  finished  near  the  top." 

Waddell  adds  that  the  state's  rainy-day  reserve  fund  and  Triple  A  credit  rating  — 

the  state  is  one  of  only  seven  to  have  received  such  ratings  from  both  Moody's  and 

Employment  Distribution     Standard  &  Poor's  —  signal  South  Carolina's  seriousness  in  maintaining  an 

South  Carolina  Employment  By     environment  conducive  to  business.  "Our  state  government  recognizes  the  role 

Major  Industry  1989  j  i  i  i 

industry  plays  in  the  state  and  is  consciously  creating  a  better  environment  for 

ndustry  and  its  employees,"  says  Waddell.  "The  credibility  of  state  and  local 

governments  depends  on  the  conviction  held  by  citizens  and  businesses 

already  operating  here:  that  the  taxes  paid  are  fair,  that  tax  dollars  are 

being  wisely  invested  and  are  generating  needed  public  services,  and 

that  no  one  is  unduly  benefiting  at  anyone  else's  expense." 

State  House  Ways  and  Means  Chairman  Bob  McLellan  agrees. 

"South  Carolina's  success  is  due  to  its  long-standing  partnerships 

between  government,  the  business  community  and  people.  We  have 

created  self-imposed  restraints  and  safeguards,  while  providing  a 

significant  investment  in  education  at  all  levels  to  strengthen  and  secure 

the  economic  future  of  the  state,"  he  says.  "In  all  our  efforts  we  maintain  a 

balanced  respect  for  our  natural  environment.  These  traditions,  along  with  our 

continuing  forum  for  positive  change,  allow  us  to  look  forward  to  economic 

expansion  while  enjoying  our  abundant  natural  resources." 

And  companies  are  responding  to  that  sensible  message.  "South  Carolina's 

economy  has  been  quite  good  over  the  last  several  years,"  says  Jack  Roddey,  Duke 

Power  Co.'s  manager  for  economic  development.  "It  has  outperformed  the  national 

economy  such  that  our  unemployment  rates  are  lower  than  the  national  average 

...x^ith  Carolina  Employment     and  our  pcr  Capita  incomc  gains  have  outpaced  the  region  and  the  nation  as  a 

!rify  Commission,  Labor  Market 

Inf'rmation  Division,  1989.       wholc." 


Transportation 

and  Public  Utilities 

4.0% 


POTENTIAL 


SC>AXA  is  a  taniiK  of  companies 

that  jiiits  potential  w  ithin  reach. 

We  i)r(Hkice  and  (hstribute  electric  i)o\\er. 

})il)e  natural  <2;as  to  homes  and  industries, 

niana,Li;e  natural  resources 

and  develop  sites  tor  new  industr\ . 

In  nian\-  states,  we  oi)erate  pow er  plants. 

We  also  construct  bridges  and  hospitals. 

And  we  pnnide  a  major  communications  link  in  the  Southeast. 

We're  the  SCAXAtamily, 

puttinLi  i)()tential  w  ithin  reach. 
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(c)  1990  AT&T 
•Interstate. 
"Some  restrictions  may  apply. 


This  office  is  normally  flood  ii 
Fortunately  they  use  AC^  8(1 
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ith  800  calls, 
rvice 


Imagine  your  phones  are  ringing  off  the  hook  with  800 
calls  when— crack!— a  burst  pipe  puts  you  out  of  business. 

Or  perhaps  the  construction  crew  next  door  hits  a  cable. 
Or  something  like  a  sudden  snowstorm  keeps  your  people 
away  from  the  office.  Imagine  all  the  unexpected  events  that 
could  cause  you  to  lose  800  calls,  and  possibly  sales. 

That's  why  when  you  choose  AT&T  for  800  service,  you 
automatically  get  our  exclusive  AT&T  800  Assurance  Policy* 
It  protects  you  from  everyday  problems  by  guaranteeing  to  get 
you  back  in  touch  with  your  customers  fast. 

For  instance,  we  can  reroute  calls  to  any  other  working 
phone,  in  any  other  location,  across  town  or  across  the 
country  Or  we  can  keep  your  customers  informed  with  a 
customized  recorded  announcement— all  within  one  hour 
after  you  choose  the  alternative  that's  right  for  you. 

The  AT&T  800  Assurance  Policy  is  free,  and  only  AT&T 
offers  anything  like  it.  So  when  you  choose  AT&T,  you  not  only 
get  the  most  reliable  800  service,you  also  get  the  only  com- 
prehensive guarantee  available. 

The  ATi^  800  Assurance  Policy. 
Another  AIM^advantage. 

Through  June  29, 1990,  AT&T  will  waive  the  installation 
charges  on  domestic  AT&T 800  READYLINE®  Service,  AT&T 
MEGACOM®  800  Service  and  Basic  800  Service  For  full 
details  on  how  this  offer**  applies  to  your  business,  call  your 
AT&T  Account  Executive  or  1 800  222-0400. 


ATBT 

The  right  choice. 
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A  Diversified  Economy 

While  the  South  Carohna  econo- 
my is  growing  rapidly,  it  remains  an 
intriguing  blend  of  old  and  new.  It 
adheres  to  some  attractive  old  values 

—  like  good  manners  and  hard  work 

—  reflected  in  the  nation's  lowest 
work-stoppage  rate  and  the  highest 
productivity  rate  in  the  country.  But 
it  also  has  embraced  some  new 
notions  —  including  a  powerful  com- 
mitment to  improving  education  and 
a  growing  appetite  for  high  tech- 
nology. 

The  results  of  this  drive  are  clear 
across  the  state,  according  to  James  R. 
Lientz,  Jr.,  president  and  chief  execu- 
tive officer  of  the  Citizens  and 
Southern  National  Bank  of  South 
Carolina.  "South  Carolina  is  now 
blessed  with  a  diverse  economy  that 
includes  a  strong  mix  of  manufactur- 
ing, tourism  and  agriculture."  It  adds 
up  to  an  economic  base  that  is  posi- 
tioned to  withstand  downturns  and 


Executives  from  companies 

worldwide  cite  the  strong  work 

ethic,  commitment  to 

excellence  and  deep  company 

loyalty  found  among  South 

Carolina's  work  force 

as  key  contributors  to  their 

productivity  and  profit. 


BRIAN  DRESSLER 


poised  for  significant  growth. 

Textiles  are  the  state's  largest  indus- 
try and  the  most  well  known,  says  Joel 
A.  Smith,  president  of  NCNB 
National  Bank  of  South  Carolina,  but 
the  manufacturing  mix  is  much 
broader  than  that.  "The  textile  indus- 
try remains  a  significant  employer  in 
the  state,  and  with  the  recent  mod- 
ernization of  the  industry,  our  textile 
manufacturers  are  a'mong  the  most 


productive  in  the  world,"  says  Smith. 

The  state's  traditional  economic 
base  is  rapidly  being  enlarged  by  a 
range  of  new  activities.  For  example, 
NCR  Corp.'s  Tower  family  of  comput- 
ers is  designed  and  manufactured  in 
the  state  capital,  Columbia.  NCR  also 
develops  communications  software 
products  and  office  information  soft- 
ware in  the  state.  And  in  the  town  of 
Clemson,      NCR's     Workstation 


We  designed 
every  stage  o 
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ex  Banking  to 
business  growt 


South  Carolina  National  has  created  banking 
plans  to  match  the  needs  of  all  shapes  and 
sizes  of  South  Carolina  business  —  from  the 
smallest  just  taking  root  to  seasoned  giants. 
Fbr  a  full  range  of  innovative  business  banking 
services — from  checking  accounts  with 
automatic  s-weep  options  to  pn)ff^sionally- 
managed  pension  plans — come  to  tlie 
state's  largest  commercial  lender.  ^ 

No  other  bank  has  more  experience 


nurturing  growth  in  South  (]an)lina's 
unique  business  climate. 
Or  is  morx?  dcxlicaUxJ  to  your  success. 

HhxBankinc/ 

South  Carolina  National 

i.iHi.il  (l{>liiiitiiiiit\  l.iiiilii  \ltiiiliii  I  nil. 
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The  application  of  new  concepts 
and  processes  in  high 
technology  continues  to 
reshape  the  direction  of 
manufacturing  in  South 
Carolina,  bringing 
unprecedented  opportunities 
for  growth  to  new  and 
expanding  companies. 


BRIAN  DRESSIER 


Products  Division  designs,  manufac- 
tures and  distributes  personal  comput- 
ers for  North  America. 

Tom  Mays,  a  senior  vice  president 
at  NCR,  says,  "I  was  in  the  Columbia 
organization  for  ten  years,  and  1  can 
personally  attest  to  the  dedication 
and  talent  of  the  people  who  work  for 
us  in  South  Carolina."  NCR  employs 
some  3,000  people  in  the  state,  where 
it  has  experienced  considerable  suc- 
cess. "Our  manufacturing  and  engi- 
neering operations  there  are  among 
the  best  we  have  in  the  company." 

South  Carolina's  competitive  work 
force  has  a  broad  appeal  at  the  inter- 
national level,  with  more  than  $1.1 
billion  in  foreign  investment  in  the 
state  last  yeaf  alone.  This  March,  Fuji 
Photo  Film  Co.  Ltd.  announced  plans 
to  build  a  second  factory  in 
Greenwood,  S.C.,  to  manufacture 
blank  videotapes.  Construction  of  the 
more  than  $100  million  plant  is 
scheduled  to  begin  in  the  fall  on  a 
150-acre  tract. adjacent  to  Fuji's  pre- 
sent facility,  which  manufactures 
products  used  in  offset  printing. 

In  announcing  its  expansion  plans, 
Fuji  president  Minor  Ohnishi  says, 
"Greenwood  is  the  ideal  home  for  our 


South  Carolina  Proud  Since  1936 

With  nearly  2,200  employees  sharing  an  annual  payroll  exceeding 
$71  million,  our  roots  in  the  state  run  deep.  Our  facilities  spend  almost 
$200  million  with  local  suppliers  each  year,  in  addition  to  $136 
million  spent  in  1 989  for  capital  improvements.  And  our  annual  state 
revenue  contribution  is  more  than  $9  million. 

Georgetown  Mill 

Georgetown Pulp  and  White  Papers 

Sampit  Lumber  Mill 

Georgetown Wood  Products 

Georgetown  Container 

Georgetown Corrugated  Container 

Mosonite 

Sellers Composite  Wood  Products 

Veratec 

Bethune Nonwoven  Products 

GCO  Minerals  Co. 

Myrtle  Beach Mineral  Exploration  &  Production 

International  Paper  Realty 

Hilton  Head Real  Estate  Projects 

Land  and  Timber  Group  Land  and  Timber  Management 

Georgetown Logging  and  Fiber  Supplies 

Supertree  Nursery 

Blenheim ..'• Genetically  Improved  Tree  Seedlings 

INTERN  ATIONAL^PAPER 
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South  Carolina'  s  strategic 

iocation  places  people,  products 

and  services  within  two-thirds  of 

the  nation's  markets  and  73%  of 

the  total  U.S.  population. 


new  facility.  As  this  is  the  site  of  our 
first  American  manufacturing  plant, 
we  already  know  the  benefits  of 
Greenwood  and  have  huilt  a  positive 
working  partnership  with  the  commu- 
nity and  its  members." 


QUALIT\. 


Quality  from  the  inside  out 
Our  people  and  our 
PRODUCTS.  All  with  a 

SINGULAR  goal:  PROVIDING  OUR 
CUSTOMERS  WITH  THE  BEST 

SERVICE  AND  PRODUCTS. 
T^IAT'S  THE  MONTAGUE  WAY. 


BU%. 


Engineered  Conveyor  Systems 

Steel  Fabrication 

Industrial  Supplies  and  Services 

B.L  Montague  Company  Inc. 

303  East  Liberty  Street 

Sumter.  SC  29150 

1-8CX>334-1619 

irj  5C  1-800-922-7820 


The  growing  role  of  companies  like 
Fuji,  Westinghouse,  Michelin,  Digital 
and  Robert  Bosch  has  helped  bring 
rapid  advances  in  technology  to  the 
state.  "Our  state's  programs  to  develop 
a  technological  base  and  to  attract 
research  companies  are  paying  off," 
says  James  G.  Lindley,  chairman  and 
chief  executive  officer  of  South 
Carolina  National  Corp.,  holding 
company  of  the  state's  largest  bank. 
"Under  these  programs,  the  state,  its 
major  universities  and  its  major  busi- 
nesses have  cooperatively  developed 
three  research  parks." 

The  state's  research  parks  —  the 
nation's  first  coordinated  park  system 
—  are  part  of  an  expanded  effort  by 
the  South  Carolina  Research 
Authority  to  bring  technology  man- 
agement to  business  and  industry 
here.  Equally  renowned  for  technolo- 
gy transfer  is  the  Southeast 
Manufacturing  Technology  Center  at 
the  University  of  South  Carolina,  one 
of  only  three  such  programs  in  the 
country.  The  center  offers  advanced 
manufacturing  technology  to  small 
and  medium-sized  businesses  through- 
out the  13-state  Southeastern  area, 
focusing  on  the  productivity  of  metal- 
working  and  plastic-forming  compa- 
nies across  South  Carolina.  Both 
programs  will  enable  in-state  business- 
es to  be  more  competitive  in  the  glob- 
al marketplace. 

The  role  that  technology  will  play 
in  the  future  economic  development 


of  South  Carolina  is  the  subject  of  an 
intensive  effort  currently  directed  by 
Enterprise  Development,  inc.  of 
South  Carolina,  a  private,  not-for- 
profit  corporation  formed  to  focus 
attention  on  the  startup  and  develop- 
ment of  high-growth  business  ven- 
tures. The  company  seeks  out  private 
and  public  sources  of  business  knowl- 
edge, expertise  and  financing  and 
works  to  bring  these  resources  togeth- 
er to  nurture  new  businesses. 

Perhaps  the  most  innovative 
resource  for  new  business  develop- 
ment is  South  Carolina's  Palmetto 
Seed  Capital  Fund.  "With  the  avail- 
ability and  accessibility  of  risk  capital, 
particularly  for  early  stage,  high- 
growth  businesses,  South  Carolina  has 
developed  the  critical  link  in  the  for- 
mation and  success  of  business  ven- 
ture growth,"  says  John  A.  Warren, 
chairman  of  the  Seed  Capital  Fund's 
board  of  directors. 

The  state  also  has  grown  competi- 
tive in  the  travel  and  tourism  indus- 
try, which  at  $5  billion  annually  has 
emerged  as  its  second  largest  industry. 
"Our  primary  destination  is  the  Grand 
Strand,  the  55-mile  stretch  of  the 
Atlantic  around  the  hub  of  Myrtle 
Beach  with  over  60  golf  courses  and 
an  impressive  array  of  hotel  and  con 
ventiim  facilities,"  says  Robert  G. 
Liming,  director  of  tourism  for  the 
State  Department  of  Park^, 
Recreation  and  Tourism.  Other 
favorite  areas  in  the  state  include  his 
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Environmental  respect. 

One  important  reason 

South  Carolina  remains 

such  a  lovely  place  to  live. 


This  spectacular  view  is  part 
of  the  Keowee-Toxaway  Complex, 

one  of  the  largest  energy 

producing  facilities  in  the  world. 

Its  efficient  system  of  nuclear  and 

hydroelectric  power  delivers 

electricity  to  more  than  1.6 

million  homes  and  businesses. 

In  the  process  of  providing  that 

electricity,  Duke  Power  carefully 

protects  the  delicate 

surrounding  wilderness. 
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Consider  relocating  your    { 

industry  to  South  Carolina. 

Where  the  signs  of  "do  not 

disturb"  can  be  seen  all  across 

the  unspoiled  countryside. 

W3KE  POWER 

We're  Pr(yud  To  Be  Of  Service. 
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There  is  no  substitute  for  qualit) 
Customers  demand  it.  And  South 
Carolina's  workers  provide  it  - 
twice  winning  the  Malcolm 
Baldrige  National  Quality^  Award,  the 
highest  honor  for  excellence  in  qualit\ 
management  given  in  the  U.S. 

Realizing  that  future  business 
depends  on  excellent  performance, 
Westinghouse  Electric  Corporation 
enployees  at  the  Columbia  plant  of 
the  Commercial  Nuclear  Fuel  Di\ision 
do  "the  right  things  right  the  first  time!* 
The  results  -  fiiel  rods  that  perform 
flawlessly  99995  percent  of  the  time  - 
and  the  first  year's  award  in  1988. 

Then,  last  year,  afl:er  posting  a  42 
percent  boost  in  productivity^  since 
the  early  1980s,  enployees  at  South 
Carolina's  Milliken  &  Company  proud- 
ly lined  up  to  accept  this  distinguished 
award. 

These  two  companies,  and  others 
like  them,  depend  on  Sc^uth  Carolina  to 
pro\ide  an  educated,  skilled  work 
force.  Recent  education  reft)rms  have 
resulted  in  a  gain  of  40  points  in  SAT 
scores  and  an  increase  of  350  percent 
in  students  enrolled  in  advanced  place- 
ment courses  -  nearly  twice  the 
national  average.  These  successfiil 
efli)rts  complement  our  statewide 
techniciil  education  system  which  gua- 
rantees you  the  most  advanced  training 
for  fliaire  employees,  no  matter  where 
vou  locate  in  South  (Carolina. 
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350% 
Gain 

us 

185% 
Gain 


Total  Quality  is  a 
process.. .our  most 
powerful  strategy  for 
winning  in  the  world 
marketplace!' 

John  Marcus 

Chairman  and 
Chief  Executive  Officer 
Westinghouse  Electric 
Corporation 


The  one  trait  that  characterizes 
these  winners  (of  the  Malcolm 
Baldrige  National  Quality 
Award)  is  that  they  realize 
that  quality  Improvement 
is  a  never  ending  pro- 
^   cess  a  company-wide 
effort  in  which  every 
worker  plays  a  critiQal  part 
These  awards  are  won  by 
companies,  but  they  are  earned  by 
individuals  working  together  in  the 
quest  for  excellence!' 
Ronald  Reagan 

President  of  the  United  States 

Malcom  Baldrige  National 
Quality  Awards  Ceremony 

The  White  l-touse 

November  14. 1988 


Milliken  &  Company 
operates  the  world's 
largest  textile  research 
and  development 
facility  here. 
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f  quality  is 

your  No.  1  priority,  the  people  of 

South  Carolina  stand  ready  to  work  for  you, 

too.  For  more  information  and  a  copy  of  the  South 

Carolina  Location  Package  conX2iCt.  Wayne  L.  Sterling, 

C.I.D.,  Director,  South  Carolina  State  Development 

Board,  RO.  Box  927,  Suite  9013,  Columbia, 

SC  29202.  Phone:  (803)  737-0887,  or 

FAX,  (803)737-0418. 


\Mams  m 
Enrollment  in 
attvanced 
placement 
courses 


South 

Carolina 
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Employment  Created 

Employment  Created  By  New  And  Existing  Businesses  In  South  Carolina 


More  bottom-line  proof  of 

South  Carolina's 

economic  strength: 

nearly  60,000  new  jobs  created 

by  2,400  companies  from 

1987  to  1989. 


1988 


It  takes  ideas  to  run  a  business.  And  determination  to  push 
them  through.  Whether  your  business  is  large  or  small,  C&S 
can  be  your  business  consultant,  investment  advisor,  and  finan- 
cial planner  as  well  as  your  banker.  We  offer  commercial  loans, 
lines  of  credit,  and  other  options  to  raise  capital.  We  can  help 
with  your  payroll  and  investment  banking,  and  your  pension 
and  profit-sharing  plans.  Come  talk  to  us  soon. 


The  Citizens  and  Southern 
National  Bank  of  South  Carolina 


WHERE  YOU 
BELONG 


K.'Sr;     Member  FDIC 


51990  The  Oiti/cns  and  Southern  (Corporation 


19,400 


Source:  South  Carolina  State 
Development  Board  1990. 

toric  Charleston  and  the  world-class 
resorts  of  Hilton  Head  Island.  Plus, 
South  Carolina's  small  towns  and 
metropolitan  areas  are  increasingly 
attractive  with  their  bed-and-break- 
fast  inns  and  unique  festivals.  Each 
year,  people  from  around  the  world  — 
including  upwards  of  70,000  West 
Germans  and  residents  of  Great 
Britain  —  use  readily  accessible  trans- 
atlantic air  service  to  get  to  South 
Carolina's  many  attractions. 

A  Strategic  Location 

South  Carolina's  strategic  location 
is  a  particularly  valuable  attribute  for 
businesses.  Halfway  between  New 
York  and  Miami  on  the  Atlantic 
coast,  the  state  is  within  1,000  miles 
of  nearly  two-thirds  of  the  U.S.  mar- 
kets. "South  Carolina  is  desirable  as  a 
distribution  center  because  of  its 
interstate  highways  and  ports,"  says 
Tom  Smith,  president  and  chief  exec- 
utive officer  of  Food  Lion.  "The  state 
has  all  the  transportation  avenues 
covered,  which  makes  it  easier  to  do 
business  there." 

Stouffer  Foods  Corp.  takes  advan- 
tage of  the  state's  transportation  sys- 
tem at  its  Gaffney  facility,  which 
opened  in  1980.  "We  chose  the 
Gaffney  location  for  several  reasons. 
In  addition  to  the  natural  resources  of 
ample  space  and  water  that  this  area 
boasts,  Gaffney  is  situated  along  the 
important  Interstate  85  corridor 
between  Charlotte  and  Atlanta, 
which  is  a  tremendous  advantage  for 
our  business,"  says  Stouffer's  president 
David  H.  Jennings.  "Not  only  do  we 
ship  our  Stouffer  products  to  tbrir 
various  destinations  over  the  iiiici 
state  highway  system,  but  most  of  our 
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Savor  the  moments. 
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If  You 

Don't  Know 

Where 


Alumax. 


They'll  tell  you  that  Berkeley 
County  Is  the  fastest  growing 
County  in  the  Charleston, 
South  Carolina  Trident  Area. 
With  the  most  opportunity  for 
growth.  Close  to  Charleston's 
outstanding  port.  And  a 
wonderful  place  to  live. 

Then  get  the  opinion  of  some 
of  the  other  major  companies 
located  here,  like  Plusa,  Inc., 
General  Dynamics,  E,  I. 
DuPont  de  Nemours  &  Co., 
Westvaco  and  Mobay 
Corp.,  to  name  a  few. 
They'll  tell  you  everything 
you  want  to  know.  Just  ask. 

For  their  phone  numbers  and 
more  information,  call  today, 
1-800-882-0337. 

Berkeley  County 
Chamber  of  Commerce 

Post  Office  Box  905 
Moncks  Corner,  SC  29461 


South  CarolTna 


incoming  materials  are  transported  to 
us  over  the  same  network." 

In  addition  to  the  state's  three  ports 
and  five  interstate  highways,  the  state 
has  two  major,  competitive  raihoad 
freight  Hnes  and  six  commercial  air-*^ 
ports.  "Our  route  network  makes 
South  Carolina  very  accessible  to 
travelers  from  nearly  200  other  cities 
on  the  domestic  and  international 
USAir  route  system,"  says  Randall 
Malin,  executive  vice  president  of 
marketing  at  USAir.  The  Port  of 
Charleston,  the  largest  container  port 
on  the  South  Atlantic  and  Gulf 
coasts,  provides  fast,  low-cost  sea 


government  entities,  there  is  an  atti 
tude  that  favorably  impresses  busi- 
nesses currently  located  in  the  state, 
as  well  as  those  considering  South 
Carolina  for  new  operations." 

A  Competitive  Advantage 

A  variety  of  other  incentives  are 
available  for  industry  as  well.  South 
Carolina  offers  below-market  financ- 
ing through  the  state's  Jobs-Economic 
Development  Authority  as  well  as  an 
array  of  tax  benefits  for  those  indus- 
tries locating  or  expanding  in  the 
state.  "In  the  case  of  International 
Paper  Co.,"  mill  manager  Roger 
Purrington  says,  "the  company  is 
pleased  with  the  business  incentives 
provided  throughout  the  state  both  by 
local  and  state  governments,  includ- 
ing sales  and  use  tax  exemptions." 


The  development  of  South 
Carolina's  infrastructure 
resources,  including  the  recent 
installation  of  more  than  47,000 
miles  of  fiber  optic  cable  and 
computerized  switching 
equipment,  gives  companies  yet 
another  competitive  advantage 
for  the  1990s. 


" 


CHIP  JAMISON 

transportation,  delivering  products  to 
markets  in  112  countries,  says  Bert 
Montague,  president  and  chief  execu- 
tive officer  of  B.L.  Montague  Co. 

A  Partnership  with  Business 

"State  governincni  iias  been  a  driv- 
ing force  in  developing  South 
Carolina's  reputation  as  a  good  place 
to  do  business,"  Sonoco  Products  Co. 
president,  Charles  Coker,  says.  "From 
South  Carolina's  governor  to  its  local 


South  Carolina  recognizes  that  the 
best  incentives  for  attracting  iiulus 
tries  are  good  fundamental  economics 
and  good  workers.  That's  why  the 
state  has  emphasized  the  devclopmLiit 
o{  its  infrastructure  and  education 
resources.  Southern  Bell  has  invested 
more  than  $750  million  in  its  Souili 
Carolina  telecommunications  mi 
work  during  the  past  four  ye.iiN, 
according  to  Joe  M.  Anderson, 
Southern  Bell's  vice  president  I.m 


The  profit  motive  is  alive  in  South  Carolina.  That's  why  we 
pay  close  attention  to  all  your  training  and  education  needs. 

Applications  of  high  technology,  our  Special  Schools  pre- 
employment  training,  and  state-of-the-art  resource  centers  give 
our  network  of  sixteen  technical  colleges  a  competitive  edge. 
And  this  gives  South  Carolina  that  extra  advantage  in  creating  a 
world  class  workforce. 

That's  why  high  tech,  state-of-the-art  companies  are 
choosing  South  Carolina. 

We're  pioneers  and  we're  still  leading  the  way. 

South  Carolina's  Technical  College  System  has  grown 
considerably  during  our  three  decades  of  service  for  the 

SOUTH  CAROLINA  WORKING. 
IT'S  OUR  TOP  PRIORITY 
FOR  YOUR  BOTTOM  LINE." 

economic  development  efforts  of  our  state.  As  the  recipient  of 
the  national  Keeping  America  Working  Award,  we  are 
recognized  for  being  the  best  in  the  business.  Our  Special 
Schools  customized  tailored  training  programs  provide  the 
incentive  for  industries  locating  or  expanding  in  South  Carolina. 

In  fact,  since  1961,  we've  helped  more  than  1,000  businesses 
and  trained  over  125,000  South  Carolinians  for  newly-created 
jobs. 

Yes,  we're  a  major  industrial  Influence.  But  we're  ^  major 
academic  influence  as  well. 

People  are  our  greatest  single  resource.  And  we're 
-  dedicated  to  a  philosophy  of  helpihg  people  fulfill  their  own 
worth  and  potential.  We  give  them  the  education  that  can 
catapult  them  right  into  the  workforce,  a  jumpstart  on  a 
baccalaureate  degree,  or  a  customized  training  program  that 
can  place  them  in  a  known  job. 

An  education  from  any  of  our  technical  colleges  can  lead  to 
a  rewarding  career  —  in  the  operating  room,  in  the  control 
room,  in  a  classroom,  or  a  corporate  board  room. 

We  have  a  commitment  to  quality. 

Our  top  priority  is  your  bottom  line. 


For  information  on  training  or 
academic  programs,  please  contact 
Jim  Morris,  Executive  Director, 
State  Board  for  Technical  and 
Comprehensive  Education, 
(803)  737-9320.  Or,  write  to 
111  Executive  Center  Drive, 
Columbia,  South  Carolina  29210. 
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We're  Big  On 
He^nmBusinesses 

Grow 

You  didn't  get  where  you  maric^ement  and  investment 

are  by  thinking  small,  and  plans.  And  with  more  than 

neither  did  we.  The  fact  is,  1 10  offices  in  South  Carolina 

helping  businesses  grow  has  alone,  we've  made  sure 

helped  NCNB  become  one  of  there's  a  business  specialist 

the  largest  banking  organiza-  nearby  someone  who  can 


tions  in  the  nation 

But  we've  got  more  than 
just  money  to  lend.  We've 
also  got  the  services  grow- 
ing businesses 
need,  from 
checking  to  cash 


MCKB 


tailor  our  services  to  your 

company's  needs. 

Let  us  show  you  why  we're 

big  on  helping  businesses  like 
yours  grow.  Call 
Ron  Tuthill  today 
at  (803)  758-2344. 


SM 


A  Big  Bank  Dedicated  lb  Something  Even  Bigger:  The  Individual. 

NCNB  South  Carolina.  Member  FDIC.  ©  1990  NCNB  Corporatioa 


NOVKPEOPIEM 
SOUTH  CAROUNA 
CANTMXATTHE 

SPBDOFLKHT. 

Southern  Bell's  customers  in  South  Caro- 
lina now  have  a  telecommunications  network 
second  to  none,  made  up  of  advanced  technol- 
ogy and  dedicated  Southern  Bell  employees. 

This  new  network  gives  residence  cus- 
tomers clearer,  more  reliable  phone  service  and 
allows  our  business  customers  to  transmit  data 
and  video  images  at  incredible  speed. 

People  and  technology.  That's  what 
Southern  Bell  is  all  about.  And  that's  why 
South  C^arolina's  tclecc  mmunications  network 
is  seconc*  to 


none. 


Southern  Bell* 


A  BELLSOUTH  COMPAPiV 
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1990  Southern  Bell. 


SOUTH  Carolina 


South  Carolina  operations.  "We  have 
placed  into  service  a  network  'second 
to  none',  serving  our  customers 
statewide  with  more  than  47,000 
miles  of  fiber-optic  cable  and  comput- 
erized switching  equipment." 

A  Winner  in  Education  Reform 

If  good  telecommunications  is  one 
prerequisite  for  participating  in  the 
post-industrial  information  age,  a 
well-educated  work  force  is  another. 
That's  why  the  state  is  working  hard 
at  education,  according  to  Thomas  E. 
Persons,  AT&T's  general  manager  for 
South  Carolina.  "We're  moving  up  in 
the  various  ratings  and  rankings 
because  the  state  has  become  a  model 
for  reform."  Persons,  who  serves  as 
chairman  of  a  group  of  concerned 
business  and  government  leaders 
called  South  Carolina  2000,  says  the 
group  is  working  to  implement  14 
major  recommendations  concerning 
education  from  the  Commission  on 
the  Future  of  South  Carolina,  and 
those  initiatives  will  substantially 
improve  educational  opportunities 
for  students  in  the  state. 

Governor  Campbell's  role  as  co- 
chair  of  the  National  Governors' 
Association  Education  Committee 
reflects  the  state's  long-term  efforts, 
which  culminated  in  the  famed 
Education  Improvement  Act  of  1984, 
a  $1.2  billion  effc')rt  uniformly  hailed 
across  the  nation.  Last  year,  the  state's 
General  Assembly  continued  to  build 
on  that  record  of  success,  passing  a 
ten-year  master  plan  for  continued 
reform  called  Target  2000:  School 
Reform  for  the  Next  Decade,  and  pni- 
viding  additional  funding  for  tbe 
state's  major  research  universities 
through  the  "Cutting  Edge"  program. 

The  state's  47  colleges  and  univer- 
sities —  including  the  top  research 
universities  of  the  University  of  South 
Carolina,  Clemson  University  and 
the  Medical  University  oi  South 
Carolina  —  have  received  much 
praise.  USC's  international  business 
department  was  ranked  best  in  the 
nation  in  a  recent  issue  of  li.S.  Ni'U'.s 
&  WorW  Rcpim.  Anil  while  Clemson 's 
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South  Carolina's  top  research 
universities  work  hand-in-hand 
with  technology  based- 
companies,  ensuring  the 
accelerated  flow  of  information 
from  the  laboratory  to  the 
marketplace. 


ngineering  and  agriculture  programs 
ire  world  renowned,  less  well-known 
s  that  Clemson  also  houses 
Semiconductor  Research  Corp.'s 
national  headquarters  for  research  on 
:he  reliability  of  Very  Large  Scale 
ntegrated  (VLSI)  circuits.  This  facili- 
:y  has  one  of  the  premier  electron 
microscope  operations  in  the  U.S. 
MUSC,  meanwhile,  is  a  leader  in 
molecular  genetics  and  structural  biol- 


ogy, marine  biomedical  research  and 
drug  testing. 

The  state  also  has  an  historic  invest- 
ment in  work-force  training,  having 
one  of  the  oldest  and  most  respected 
job  training  programs  in  the  country. 
At  almost  no  cost  to  a  company,  the 
state  recruits  and  trains  prospective 
employees  on  equipment  identical  or 
similar  to  company  equipment  for 
industries  locating  or  expanding  their 


operations  in  South  Carolina,  says  Dr. 
James  R.  Morris,  Jr.,  director  of  the 
State  Board  for  Technical  and 
Comprehensive  Education.  "That 
means  we  can  provide  a  ready  work 
force  to  companies  looking  to  do  busi- 
ness in  South  Carolina,  and  that's  a 
tremendous  advantage." 

In  addition,  the  state's  two-year 
technical  training  institutions  are 
regarded  among  the  nation's  best  and 


e  finer  points  or  nusiness 
in  Soutn  Carolina. 

ere  are  a  lot  or  rine  reasons  we  dcuDusiness  in 
Soutn  Carolina.  When  it  comes  to  making  Stourrers® 
Tooos,  were  as  particular  anout  wnere  we  make  tnem 
as  now  we  make  tnem. 

We  could  talk  atout  tne  states 
topnotcn  talent. 
We  could  mention 

its  many  nignways,  oyways,  and  waterways.  Or  we 
could  rave  atout 
its  wonderrul 

year-round  weather.  Combined,  tnis  all  adds  up 
to  a  rine  ousiness 
environment. 

In  ract,  today,  over  40%  of  Stoulters  frozen 

roods  are  made  in 

South  Carolina.  Its  nere  tnat  we 

make  everytmng  rrom  tne  calorie -controlled 

Lean  Cuisine*  brand  to  nutritionally  rignt  QL       £r*_ 

Right  Course™  entrees,  pizzas,  and  our      i^^yAjUJJBrS. 

homestyle  Entrees.  ci99ostou»erFooj, corporation 

We  could  go  on  and  on.  \o\x  get  the  point. 
Business  couldn't  he  finer  than  in  South  Carolina. 
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serve  as  a  model  for  similar  training 
programs  around  the  world,  says  Tom 
Mayberry,  executive  vice  president  of 
PLUS  A  Inc.  The  16  colleges  of  this 
education  network  offer  technical  and 
craft  training  for  manufacturing, 
sophisticated  information  manipula- 
tion through  the  use  of  computers  and 
training  in  office  and  service  opera- 
tions. Students  are  trained  to  apply 
the  latest  available  technologies  to 
business  and  industry  applications. 

A  Way  of  Life 

A  strategic  location,  abundant 
resources  and  a  trained  work  force 
make  South  Carolina  attractive,  but  a 


temperate  climate  and  a  way  of  life 
unmatched  anywhere  else  make  it 
home.  To  the  northwest  are  the  Blue 
Ridge  Mountains  and  more  than  200 
miles  of  sandy  beaches  to  the  east. 

There's  fishing  and  boating,  camp- 
ing and  swimming  —  all  available  in 
a  state  that's  two-thirds  forest  —  but 
there's  culture  as  well.  The  first  play 
in  America  was  presented  at 
Charleston's  Dock  Street  Theatre. 
Today,  Charleston  is  home  to  Gian 
Carlo  Menotti's  Spoleto  Festival 
USA,  an  annual  compilation  of 
world-class  theater,  dance  and  music. 
International  events  stop  at 
Columbia's  $15  million  Koger  Center 
for  the  Performing  Arts  and  soon  will 
take  the  stage  at  Greenville's  $40  mil- 
lion performing  arts  center  now  under 
construction. 


Gian  Carlo  MenottI  chose 
Charleston,  South  Carolina,  as 
the  bacltdrop  for  his  world- 
renowned  Spoleto  Festival  USA, 
an  international  muKi- 
disciplinary  arts  festival  held 
every  summer  offering  more 
than  100  events  in  opera, 
chamber  music,  symphonic 
concerts,  theater,  dance  and  art. 


Closing  The  Gap  Between 

What  Business  Needs  And  What 

Information  Systems  Can  Deliver. 


Unprecedented  changes  in 
narkets,  competition,  regu- 
lations and  technology  are 
hanging  the  way  business 
does  business.  Those  that 
zam  react  quickly  and  effec- 
tively to  these  changes  will 
thrive.  Those  that  can't  will 
be  lucky  even  to  survive. 


Conventional  comput- 
ing strategies  can  no  longer 
handle  rapid  change.  In 
fact,  the  gap  between  what 
business  needs  and  what 
such  systems  can  offer  is 
widening. 

Open,  Cooperative 
Computing  is  NCR's  strat- 


egy to  help  you  manage 
change.  It  provides  an  open 
systems  environment  that 
accommodates  the  widest 
possible  choice  of  hardware 
and  software.  So  you  can 
add  applications  and  func- 
tionality quickly. 

Its  client/ server  archi- 


tecture lets  you  distribute 
computing  resources  more 
efiicientiy.  Its  intuitive 
graphic  interface  gives  you 
transparent  access  to  infor- 
mation enterprise-wide.  So 
you  can  respond  to  custom- 
er and  market  needs  more 
quickly  and  more  effectively. 

NCR's  facilities  in  South 
Carolina  play  a  major  role  in 
OCC.  NCR  Personal  Com- 
puters, NCR  TOWERS*  and 
NCR  Cooperation™  are 
designed,  developed  and 
built  at  highly  advanced 
facilities  in  Clemson  and 
Columbia.  Positioned  for 
the  future.  South  Carolina's 
open,  cooperative  commit- 
ment to  business  gives 
NCR  the  support,  technol- 
ogy and  skilled  manpower 
to  create  working  solutions. 
And  thrive. 

Open,  Cooperative  Com- 
puting is  a  strategy  that  will 
shape  the  future  of  m 
information  systems.  1 
The  time  to 
begin  imple- 
menting tl 'at 
fiimre  is  now. 
For  details, 
phone 


1-800-CALL  NCR. 


C  1990  NCR  Corporation. 

NCR  TO\X'ER  and  NCR  Coopcfaiion 

are  trademarks  of 

NCR  Corporation,  Dayt*n,  Ohio 


IM  C  R 


Open,  Cooperative  Computing. 
The  Strategy  For  Managing  Change. 


Advertisement  22 
SOUTH  Carolina 


Beautiful  beaches,  posh 
accommodations  and  worid^iass 
golf  are  par  for  the  course  along 
South  Carolina's  spectacular 
resort  islands,  including  world- 
famous  Hilton  Head  Island. 


WILSON  BAKER 


FUJI  FILM 


IJI.  A  new  way  of  seen 


•^M. 


•  •• 


irj» 


/VIVIESSAC^E  FROIVI  FUJI 


OlMVSf/KRD  &  URWifVRD. 

On  July  20, 1989,  Fuji  opened  its  new  factory  in  Greenwood,  South  Carolina.  It  took  several  years  of 
se/  rmn  before  we  found  the  righ.  '♦e.  but  the  results  were  worth  the  effort.  Itls  our  first  manufacturing 
the  U.S.  and  we're  happy  ^o  be  here.  In  fact,  we  can1  picture  ourselves  anywhere  else. 

FUJI.  Anewway  of  seeing  thini^s. 


^ 


Ol'»0PujiP1«oiol.lM,l   s  A  ,  1,1 


Advertisement  23 


But  the  large  metropolitan  areas 
on't  have  a  lock  on  culture.  The 
med  Abbeville  Opera  House  brings 
.sitors  from  throughout  the  region  to 
rowse  in  the  local  antique  shops, 
ne  on  French  food  at  the  elegantly 
'Stored  Belmont  Inn  and  attend  the 
ff-Broadway"  productions  at  the 
leater.  The  ambience  of  the  locale  is 
ne  of  the  many  charming  details  that 
ake  South  Carolina  more  than  just  a 
ood  place  to  do  business  —  it's  also  a 
od  place  to  live. 

South  Carolina's  mix  of  tradition, 
novation,  aggressive  growth  and 
leasant  lifestyle  is  hard  to  find  else- 
where. And  that's  one  reason  the 
tate  is  thriving,  says  Lawrence 
iressette,  chairman  and  chief  execu- 
ive  officer  of  SCAN  A  Corp.  "Some 
[ates  have  seen  their  best  days  come 


tapital  Investment 

.apital  Investment  By  New  And  Existing 
usinesses  In  South  Carolina 


\ 


ource:  South  Carolina  State 
•evelopment  Board  1990. 


apital  Investment  In  South 
arollna  has  skyrocketed  over 
le  last  three  years,  wKh 
ompanles  investing  more  than 
9  billion  In  new  and  expanded 
•cllltles. 

nd  go,  but  in  South  Carolina,  our 
uture  is  bright  and  promising.  Our 
eaders  have  vision.  Our  businesses 
lave  purpose.  Our  people  have  com- 
nitment.  When  you  combine  all  that 
vith  advances  in*  areas  like  education, 
echnology  and  research,  you  have 
he  equation  that  adds  up  to  success."  ■ 

This  supplement  was  written  under  the  direc- 
on  of  the  South  Carolina  State  Development 
ioard. 

Design:  Lee  Ann  JaHee  Design  Associates,  Inc. 


PACKAGING  THE 

WORLD  FROM 

SOUTH  CAROLINA 


In  1899  Major  James  Lide  Coker  had  an  idea  that  a  more 
efficient,  effective  yarn  carrier  could  provide  substantial 
benefits  to  the  growing  Southern  textile  industry.  He  founded 
the  Southern  Novelty  Company  in  Hartsville,  South  Carolina, 
to  produce  cone-shaped  paper  yarn  carriers.  That  first  year  the 
company  had  sales  of  about  $17,000  and  an  income  of  $2,000. 
And  the  Major's  company  has  been  growing  ever  since. 

Today,  Sonoco  Products  Company  is  a  major  manufacturer  of 
a  wide  range  of  industrial  and  consumer  packaging  products 
that  serve  nearly  all  of  the  world's  leading  industries.  With 
more  than  15,000  employees  in  over  200  locations  in  more  than 
20  countries,  Sonoco  is  supplying  packaging  to  customers 
around  the  globe. 

Sonoco  has  been  called  "the  best  kept  secret  in  the  packaging 
industry."  Sonoco's  stock  is  traded  on  the  NASDAQ  national 
over-the-counter  market,  stock  Symbol:  SONG. 
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SONOCO  PRODUCTS  COMPANY 

Hartsville,  South  Carolina 
803/383-7425 


Food  Lion  Expansion 
Began  In  South  Carolina* 

America's  Fastest  Growing  Supermarket  Chain 


In  1976,  Food  Lion  began  its  dramatic  expansion  in  South 
Carolina.  Today,  45,000  Food  Lion  employees  operate  700 
supermarkets  in  10  southeastern  states. 

In  1989,  Food  Lion  sales  were  $47  billion,  a  23.6%  increase 
over  the  previous  year  and  earnings  were  $1 39.8  million,  up  24.2% 
over  1988.  Such  growth  has  been  nurtured  by  states  like  South 
Carolina,  whose  pro  business  stature  and  energetic  people  have 
created  a  wealth  of  opportunities  for  many  industries. 

We  salute  South  Carolina's  economic  development  efforts 
under  the  leadership  of  Governor  Carroll  A.  Campbell,  Jr.  and  the 
South  Carolina  State  Development  Board. 


President  /  C.E.O. 
Food  Lion,  Inc. 


Malingerers,  beware.  Phony  insurance 
claimants,  be  careful  The  folks  from  Craw- 
ford &  Co.  are  coming  to  call. 

Let  the  ill 
winds  blow 


By  Ignatius  Chithelen 


HURRICANE  Hugo,  the  Califor- 
nia earthquake  and  the  Exxon 
Valdez  oil  spill  were  a  disaster 
for  most  insurance  companies  but  a 
bonanza  for  Atlanta's  Crawford  &.  Co. 

Crawford  is  in  the  claim  adjusting 
business.  It  gets  paid  by  insurance 
companies  to  deal  with  vic- 
tims not  only  of  disasters  but 
also  of  accidents  and  work- 
related  injuries.  Its  role  is  to 
get  them  to  accept  less  than 
they  initially  claim.  No, 
Crawford  doesn't  get  a  per- 
'  centage  of  the  difference.  It 
gets  paid  either  a  flat  fee  or  by 
the  hour — the  rate  between 
$40  and  $70,  depending  on  the 
expertise  of  the  adjuster.  The 
disasters  of  1989  resulted  in  a 
200-person  addition  to  the 
staff  and  a  $25  million  boost 
to  revenues.  "For  insurance 
companies,  'claims'  is  a  cost, 
while  to  Crawford  it  is  in- 
come," says  Chief  Executive 
Forrest  Minix. 

Crawford  &.  Co.  has  been  in 

this  peculiar  business  for  five     

decades.  Its  founder,  the  late  James 
Crawford,  was  once  a  claims  manager 
at  Liberty  Mutual.  He  realized  insur- 
ers, particularly  automobile  and  casu- 
alty insurers,' needed  help.  They  need- 
ed, he  reasoned,  independent  claims 
adjusters  to  take  the  onerous  business 
off  their  hands.  He  quit  Liberty  Mutu- 
al and  founded  the  company. 

Crawford's  idea  was  not  totally 
original.  Independent  adjusters  did  ex- 
ist, but  they  were  mostly  mom-and- 
pop  outfits,  operating  locally.  Craw- 
ford built  a  network.  Today  the  com- 
pany has  over  700  branches  spread 
throughout  the  U.S.,  Canada  and 
Puerto  Rico.  It  is  the  largest  indepen- 
dent company  in  the  business. 


Over  the  past  decade  Crawford's 
revenues  have  risen  nearly  threefold, 
to  $374  million.  Earnings  per  share, 
$1.57  at  year-end,  have  grown  at  an 
average  annual  rate  of  11.6%,  com- 
fortably above  the  s&p  500's  9.7% 
rate.  Over  the  same  period  Crawford's 
stock,  55%  of  it  controlled  by  heirs  of 
James  Crawford,  has  risen  fourfold. 


Crawford  Chief  Executive  Forrest  Minix 
One  man's  costs  are  another's  income. 


were  paid  a  total  of  $34  million  under 
the  scheme.  Seventy-four  of  the 
branch  managers  have  been  with  the 
company  for  over  two  decades. 

The  fastest-growing  segment  of 
Crawford's  business  is  a  relatively 
new  one:  health  care  management. 
Here  Crawford  helps  insurance  com- 
panies and  self-insured  corporate  cli- 
ents reduce  payments  arising  from 
work-related  injuries.  An  injured 
worker  can  be  a  big  drain  on  an  em- 
ployer's finances  because  of  medical 
and  rehabilitation  costs  as  well  as 
workers'  compensation.  Crawford  has 
staff  nurses  monitor  medical  treat- 
ment to  ensure  that  an  injured  worker 
is  not  being  overtreated.  It  also  con- 
tests doctor  and  hospital  bills  if  they 
are  above  the  norm. 

Last  year  Crawford  handled  over 
400,000  compensation  claims  from 
workers.  "Our  clients  judge  our  per- 
formance on  how  many  injured  work- 
ers we  return  to  the  workplace,"  says 
Minix.  If  an  injured  worker  is  reluc- 
tant to  go  back  to  a  job,  Crawford 
hires  independent  doctors  to  examine 
the  worker.  If  he  or  she  is  found  to  be 
fit  and  still  refuses  to  work, 
Crawford  stops  paying  bene- 
fits. The  worker  can  dispute 
the  decision  before  a  state  in- 
dustrial tribunal. 

Crawford's  health  manage- 
ment business  brought  in 
roughly  $71  million  in  reve- 
nues last  year,  23%  over  the 
year  before. 

The  company  is  a  major 
beneficiary  of  the  self-insur- 
ance plans  that  corporations 
adopted  in  the  1970s  to  con- 
trol costs.  "We  provide  all  ser- 
vices from  handling  paper- 
work to  investigating  and  set- 
tling claims,"  says  Minix. 
This  business  involves  every- 
thing— employees'  medical 
and  dental  claims,  work-relat- 
ed accidents,  claims  of  food 


Crawford  was  recently  trading  at  28 'A 
on  the  New  York  Stock  Exchange,  15 
times  this  year's  estimated  earnings. 
Clearly,  investors  don't  think  it  will 
run  out  of  work. 

Oue  key  to  Crawford's  success  is  its 
incentive  scheme.  Some  350  of  the 
company's  branch  managers  receive 
no  salary.  Instead  they  are  paid  40%  of 
the  profits  generated  by  the  branches 
they  run.  To  increase  their  earnings, 
they  have  no  choice  but  to  boost 
branch  revenues  and  hold  down  costs. 
"This  is  a  very  successful  method  of 
motivating  people  at  the  local  level," 
says  Minix,  who  himself  served  as  a 
branch  manager  for  20  years.  Last 
year,  for  instance,  these  key  managers 


poisoning.  It  brought  in  $90  million  in 
revenues  last  year.  Crawford's  major 
clients  include  fast-food  chains  like 
Hardees  and  Denny's  and  supermar- 
ket operators  aSlp  and  Winn-Dixie. 

Despite  the  new  businesses,  over 
half  of  Crawford's  revenues  come 
from  its  old  business  of  adjusting 
claims  for  property  and  casualty  in- 
surers. This  mature  business  has  been 
growing  over  8%  a  year. 

Now  operating  entirely  in  the  U.S., 
Minix  is  eyeing  Europe,  where  folks 
like  him  do  mostly  property  and  casu- 
alty adjusting.  Says  Minix:  "We  hope 
to  acquire  a  European  company.  That 
will  be  the  quickest  and  smartest  way 
to  get  into  that  market."  ■ 
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Why  Compaq  will  never  buil( 


Before  creating  anything, 
we  start  with  a  clean 
slate,  and  talk  to  personal 
computer  users  like  you. 


The  way  we  see  it,  the  so-so,  the  pretty 
good  and  the  just  plain  average  are  things 
for  someone  else.  Not  for  us.  And  most 

certainly  not  for  you. 
That's  the  reason 
why  every  COMPAQ 
personal  computer 
product  has  been 
designed  to  deliver 
on  a  simple  promise: 
to  simply  work  better.  This  approach  is 
what  makes  our  high-performance 
PCs  different  from  all  others. 

Working  better  applies  to  absolutely 
everything  we  do. 

It  starts  with  you.  Before  we  design  our 
products,  we  sit  down  and  talk  with  com- 
puter users  like  you.  To  see  what  you  want, 
And  what  you  need. 

Then  we  take  these  ideas  and  combine 
them  with  the  latest  technology  and  our  own 
innovative  thinking. 

The  result  is  a  line 
of  PCs  with  the  per- 
formance for  whatever 
you  do.  Performance 
that  comes  from  more 
than  just  the  processor. 
It  includes  features  like 


high-speed  disk  drives  and  VGA  graphics. 
Room  to  customize  with  the  thousands  of 
available  expansion  cards  and  peripherals. 
And  the  compatibility  to  work  with  the  best 
of  industry-standard  technology. 

This  attention  to  detail  is  one  reason 
why  our  PCs  consistently  earn  the  highest 
marks  for  quality  from  computer  experts. 

And  unsurpassed  marks 
for  satisfaction  from 
PC  users. 


COMPAQ  PCs  earn  an  impressive  number 
of  industry  awards.  But  it's  what  you  can 
do  with  our  PCs  that's  really  impressive. 


A  powerful 
example  of 
this  thinking  is 
the  COMPAQ 
SYSTEMPRO 
PC  System.  It  brings  an  unprecedented  com- 
bination of  performance  and  expandability 
to  connected  environments. 

Another  example  is  smaller,  but  just  as 
impressive.  The  COMPAQ  LTE/286  and 

COMPAQ  LTE  laptop 
PCs  fit  the  capabilities ; 
of  a  desktop  into  an 
8'/2-by-l  1-inch  package. 

COMPAQ  personal  computers 
are  designed  to  fit  where  you 
work.  Whether  you're  on  the 
35th  floor  overlooking  Man- 
hattan or  at  35, 000  feet  some- 
where over  the  Rockies. 


COMPAQ.  Registered  US.  PalenI  and  Trademark  Office  SYSTEMPRO  is  a  Irademarlt  of  Compaq  Compuler  Curporalion  Use  of  el«rlronic  equipineni  on  lioard  commerciai  ain  lafl  n  al  Ihr  div  n-iKin  of  eai  fi  atrflni' 


i  PC  that  simply  works  OK. 

t's  why  Business  Week,  FORTUNE  and  Our  approach  means  you'll  be  able  to 

)ther  publications  named  them  among  the        find  the  ideal  PC,  for  whatever  you're  doing. 
)est  products  of  the  year  in  1989.  From  simple  word  processing  to  complex 


No  matter  what  you  do,  you  'II  find  there's  a  COMPAQ  PC  system, 

You'll  find  better  ideas  inside  each  and 
ivery  COMPAQ  personal  computer. 

COMPAQ  486, 
386, 386SX  and  286 
products  are  designed 
to  deliver  the  high- 
performance  difference. 


\/ 


<»^^ 


]very  COMPAQ  product  is  meticulously  designed.  Ideas  that 
don't  measure  up  will  wind  up  here,  not  in  your  office. 

Our  rugged  laptops  and  portables  let 
^ou  work  0(1  the  road,  without  compro- 
nise.  And  both  our  desktops  and  systems 
lelp  you  bring  more  power  to  more  people. 

1990  Compaq  Computer  Corporation  All  rights  reserved 


desktop,  portable  or  laptop  that  will  help  you  work  even  better 

financial  analysis,  data- 
base management  and 
computer-aided  design. 

All  told,  COMPAQ 
PCs  offer  the  difference 
between  simply  work- 
ing OK  and  simply 
working  better. 

For  more  information  and  the  location 
of  an  Authorized  COMPAQ  Computer 
Dealer,  call  1-800-231-0900,  Operator  117. 
In  Canada,  1-800-263-5868,  Operator  117. 

comPAa 

It  simply  works  better. 


A  worldwide  network  of 

Authorized  Dealers  is  ready 

and  waitino  to  help  you. 


Reagan,  Thatcher  and  Kohl  pushed  Gorba- 
chev toward  democracy.  Until  Americans 
understand  this,  they  cannot  deal  intelli- 
gently with  the  Soviet  Union. 


The  best  way  to 

help  Gorbachev  is  to 

make  life  difficult 

for  him 


By  Vladimir  Kvint 


IN  FAILING  TO  prcss  Gorbachev  on 
behalf  of  Lithuanian  freedom,  the 
Western  governments  may  have 
unwittingly  brought  to  a  halt  the  fur- 
ther progress  of  perestroika.  President 
Bush  and  his  allies  wanted  to  avoid 
pushing  Gorbachev  into  a  comer.  In- 
stead they  have  strengthened  the 
hands  of  those  in  the  Soviet  Union 
who  are  trying  to  stop  the  movement 
of  progress. 

AJam  Nogues  S\^ma 


Gorbachev  in  Lni  uania 

The  gtinrd,  too,  is  miserable. 


The  general  attitude  in  the  U.S. 
seems  to  be  the  following:  Gorbachev 
has  liberated  the  U.S.S.R.  and  Eastern 
Europe;  now  he  is  in  a  difficult  situa- 
tion, and  America  should  support  him 
whatever  he  does. 

I  also  think  Gorbachev  needs  help. 
But  a  totally  different  kind  of  help. 

Few  Americans,  even  those  who 
specialize  in  Soviet  affairs,  have  any 
idea  about  the  real  processes  of  mak- 
ing decisions,  about  the  methods  of 
collecting  reliable  data  in  the 
U.S.S.R.  It  is  not  their  fault.  In  Sibe- 
ria, for  example,  only  three  or  four 
cities  are  open  to  foreigners,  and 
there  they  will  definitely  see  noth- 
ing. It  is  almost  impossible  to  under- 
stand the  situation  in  the  U.S.S.R. 
having  never  descended  to  a  mine  in 
Norilsk,  never  spoken  with  the  out- 
laws of  society  in  Penza,  nor  traveled 
to  the  Arctic  zone,  which  occupies 
40%  of  Soviet  territory. 

Without  correct  information,  it  is 
difficult  to  understand  the  forces 
moving  Gorbachev  to  perestroika. 
These  forces  were  partly  domestic, 
the  sick  economy  and  increasing  de- 
mands for  democracy.  But  outside 
forces  were  at  least  as  important.  The 
outside  forces  were  Ronald  Reagan, 
Margaret  Thatcher  and  Helmut  Kohl. 
Acting  together,  these  forces  brought 
the  U.S.S.R.  to  the  table  of  negotia- 
tions and  led  to  the  first  historic 
agreements  between  Gorbachev  and 
Reagan. 

I  do  not  mean  to  say  that  Mikhail 
Gorbachev  is  not  a  positive  figure.  He 
is.  Other  Soviet  leaders  would  have 


tried  to  deal  with  the  festering  prob- 
lems with  military  force.  However,  he 
is  not  the  initiator;  he  is  the  follower. 
When  he  took  over  five  years  ago,  the 
country  was  already  on  the  verge  of 
disaster.  The  people  had  lost  their 
faith  in  everything.  Labor  productivi- 
ty stopped  growing  after  1978.  In  nat- 
ural resources,  each  additional  unit  o£ 
output  required  increasing  input;  oil 
wells  had  to  pump  much  deeper,  min- 
ing and  exploration  went  farther  and 
farther  east,  farther  and  farther  north. 
In  1985-86  oil  production  started  to 
decrease  by  4.2%  a  year.  In  every  re- 
spect, the  Soviet  economy  was  at  a 
dead  end. 

In  1985  Mikhail  Gorbachev,  in 
charge  of  agriculture,  was  the  youn- 
gest member  of  the  Politburo.  Agri- 

Vlcuiimir  Kvint  is  a  professor  at  l/je  U.S.SK. 
Accuictny  of  Sciences  and  at  the  Vienna  Eco- 
nomic University. 
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/?e£/  /Army  troops  occupying  the  Communist  Party  Publications  building  in  Vilnius,  Lithuania  in  April 
Soviet  military  people  have  always  been  nothing  but  pawns  on  the  political  chessboard. 


culture  was  proving  to  be  the  Bermu- 
da Triangle  of  the  Soviet  economy; 
vast  investments  were  poured  into  it 
only  to  disappear  without  increasing 
output.  He  was  the  first  Soviet  leader 
to  take  seriously  reports  sent  to  him 
by  Siberian  economists  on  the  disin- 
tegrating economy.  Most  other  Soviet 
leaders  tried  to  ignore  the  facts. 

But  remember  this:  Gorbachev  did 
not  appear  from  nowhere.  He  was 
not  a  total  break  with  the  past.  He 
grew  within  the  almighty  party  bu- 
reaucratic system.  Gorbachev  is  an 
excellent  tactician,  and  he  obeyed  all 
the  laws  of  that  dark  and  illogical 
system. 

Theoretically,  under  communist 
ideology,  the  majority  rules.  In  reali- 
ty, a  tiny  elite  minority  suppresses 
the  majority.  The  system  creates  lies 
upon  cynical  lies.  For  example,  in 
1964,  when  Khrushchev  was  in  the 
south  on  vacation  with  his  longtime 


colleague  Mikoyan,  the  Politburo 
gathered  in  Moscow  to  overthrow 
Khrushchev.  When  Mikoyan  saw  the 
way  the  wind  was  blowing,  he  imme- 
diately sent  to  Moscow  a  "wise"  tele- 
gram. "I  side  with  the  majority."  This 
cynicism  is  typical  of  the  Communist 
Party  leaders.  The  "majority"  Miko- 
yan sided  with  was  in  fact  a  tiny  mi- 
nority suppressing  tens  of  millions  of 
Soviet  citizens. 

So,  while  making  Gorbachev  a  star, 
America  should  not  forget  that  he  is  a 
leader  of  the  same  Communist  Party 
that  did  all  this.  And  Gorbachev  al- 
ways insists  that  perestroika  is  only 
an  improvement  of  socialism. 

By  1985  major  forces  outside  the 
country  were  influencing  Gorbachev. 
By  escalating  the  arms  race,  Reagan 
and  Bush  pushed  military  expenses 
sky-high  for  the  U.S.S.R.  The  weak 
economy  of  the  U.S.S.R.  could  not 
bear  the  burden  any  longer. 


While  Reagan,  along  with  Margaret 
Thatcher  and  Helmut  Kohl,  was  ap- 
plying pressure,  events  within  the  So- 
viet Union  were  strengthening  the  po- 
sition of  the  democratic  forces  there. 
People  were  becoming  disgusted  by 
the  cruel,  corrupted  system  and  ap- 
palled by  the  coffins  arriving  every 
day  from  Afghanistan. 

Gorbachev,  responding  to  the 
strength  of  popular  an^er,  moved  to- 
ward democracy.  For  example,  many 
people  demanded  the  government 
confess  Stalin's  guilt  for  his  crimes. 
But  only  when  these  demands  became 
almost  irresistible  did  Gorbachev  ac- 
cede to  them.  Gorbachev  is  and  was 
part  of  that  same  reactive  system, 
which  does  not  initiate  reform  but 
grants  it  only  reluctantly  when  the 
pressures  become  irresistible. 

Up  to  the  very  last  day  Gorbachev 
spoke  against  the  amendment  to  the 
Constitution  abolishing  the  provision 
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Why  Vis  important  ti 
establish  a  National  Ei 


A  "SHORT-TERM"  PROBLEM  WILL 
TAKE  DECADES  AND  COST  BILLIONS. 

Alarmed  by  the  poisoning  of  our 
environment  at  Love  Canal  and  other  toxic 
waste  sites,  Congress  created  the  Super- 
fund  program  ten  years  ago.  Superfund 
was  intended  to  be  a  short-term  cleanup 
program  for  the  most  serious  hazardous 
waste  sites  across  the  country 

More  than  a  decade  later,  it's  painfully 
clear  that  cleaning  up  hazardous  waste  is 
not  a  short-term  problem  for  America.  It 
will  take  many  decades  and  cost  hundreds 
of  billions  of  dollars. 

Currently,  1,200  of  the  most  dangerous 
sites  have  been  selected  for  priority 
action.  Billions  of  dollars  have  been  spent, 
but  very  few  sites  have  been  cleaned  up. 
In  fact,  only  45. 

So  FAR,  ABOUT  ALL  WE'VE  DONE 

WITH  HAZARDOUS  WASTE  IS  WASTE 

TIME  AND  MONEY 

One  problem  is  that  Superfund  requires 
establishing  liability-who  sent  what 
waste,  how  much  and  where.  And  this  has 
taken  priority  over  cleaning  up.  With  the 
cost  01  cleanup  at  just  one  site  estimated 
as  high  as  one  hundred  million  dollars, 
the  question  of  who  pays  has  serious 
consequences  for  everyone  involved. 

At  most  hazardous  waste  sites,  the 
operator  of  the  dump  caused  the  environ- 
mental harm.  But  under  Superfund, 
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everyone  who  used  the  site  is  liable  for  the 
cleanup  bill.  The  record  of  users  can  go 
back  25,  30  or  40  years  and  can  number 
in  the  hundreds.  Users  can  include  major 
corporations,  small  businesses,  local 
governments,  hospitals,  nursing  homes, 
schools,  even  individuals. 

For  example,  at  422  sites  almost  14,000 
entities  have  been  notified  by  the  govern- 
ment that  they  could  be  liable  for  the 
cleanup  cost.  And  many  of  these  entities 
have  themselves  identified  still  others. 

The  result?  A  bonanza  for  lawyers  and 


t  cleanup  first  and 
Ironmental  Trust  Fund. 


:onsultants.  And  a  tragedy  for  the 
environment.  At  some  sites,  as  much  as 
30%  of  the  money  spent  goes  toward  legal 
3cpenses  in  costly  and  time-consuming 
efforts  to  assign  liability  instead  of  solving 
:he  cleanup  problem.  An  avalanche  of  law- 
uits  has  resulted,  all  aimed  at  getting 
someone  else  to  pay 

HERE'S  AN  IDEA  THAT  DESERVES 
EVERYONE'S  CONSIDERATION. 

.  At  AIG,  we  think  it's  high  time  to  find  a 
better  approach  to  the  problem  of  cleaning 
up  old  hazardous  waste  sites.  One  that 
ncourages  prompt  cleanup  and  spreads 
the  cost  more  broadly  And  more  equitably 

We  propose  creating  a  National 
Environmental  Trust  Fund  similar  to  the 
National  Highway  Trust  Fund.  Its 
resources  would  be  used  exclusively  for 
cleaning  up  old  hazardous  waste  sites. 
The  Fund  could  be  financed  by  adding  a 
separate  fee  to  commercial  and  industrial 
insurance  premiums  in  the  United  States. 

Even  a  modest  assessment,  say  2%  of  pre- 
miums and  an  equivalent  amount  for  self 
insurers,  would  provide  about  $40  billion 
over  the  next  decade,  more  than  enough  to 
deal  with  the  1,200  highest-priority  sites. 

A  national  advisory  board  of  private  cit- 
izens, industry  and  public  officials  could 
be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring 
committees  in  each  community  These 


groups  would  be  composed  of  local  cit- 
izens, industry  and  others  who  would 
work  with  the  Environmental  Protection 
Agency  and  the  state  on  the  particular 
cleanup  site,  from  the  very  beginning  of 
the  cleanup  effort. 

Just  think.  A  new  way  to  finance 
Superfund's  mission  without  the  need  for 
new  taxes,  a  new  government  agency  or 
expensive  and  unproductive  lawsuits. 

Why  IS  AIG  RUNNING  ADS  LIKE  THIS? 

AIG  (American  International  Group)  is 
the  largest  underwriter  of  commercial  and 
industrial  insurance  in  America,  and  the 
leading  U.S. -based  international  insurance 
organization.  The  nature  of  our  business 
means  we  deal  every  day  with  issues  affect- 
ing U.S.  competitiveness  and  the  future  of 
the  world  economy 

We've  started  this  dialogue  to  encourage 
people  like  you  to  help  shape  the  future. 
Perhaps  you'll  want  to  heep  the  ball  rolling 
by  contacting  your  elected  officials,  or  an 
environmental  or  trade  group.  We  hope  you 
will  Shouldn't  we  stop  trying  to  fix  the 
blame  and  start  fixing  the  problem? 

If  you  agree  with  this  idea  or  have 
thoughts  ^your  own  to  share,  write  to 
Mr.  M.R.  Greenberg,  Chairman,  AIG, 
70  Pine  Street,  New  York,  NY  10270. 


WDrld  leaders  in  insurance 
and  financial  services. 
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Alain  Nogues  S\:gma 


Heroes  of  socialist  pciv\troika:  Margaret  Thatcher,  Ronald  Reagan,  Helmut  Kohl 
The  woeak  economy  of  the  V.S.SJt.  could,  not  bear  the  arms  race  burden. 


Let's  make  a  deal 

We  sign  arms  control  agreements,  you  let  Lithuania  go. 


Dirk  HaUtead/Gainma  LiaiMjn 


for  the  leading  role  of  the  Communist 
Party.  And  only  when  members  of  the 
Supreme  Council,  supported  by  mil- 
lions of  people,  voiced  their  protest, 
did  he  agree. 

T  •  Gorbachev's  credit,  he  respond- 
ed to  the  demand  for  democracy  in  a 
positive  manner.  However,  Gorba- 
chev should  not  be  called  a  liberator 
of  Eastern  Europe.  What  is  happen- 
ing there  was  not  a  matter  of  his 
wishes.  At  the  end  of  1988-89  the 
communist  regimes  there  were  in  a 
state  of  clinical  death.  Hunger  in 
Poland  and  Romania  became  a  real 
danger.  Economic  war  among  the 
socialist  countries  was  on  the  way. 


Democratic  forces  inside  these  coun- 
tries were  ready  to  take  power.  The 
economic  basis  of  tyranny  had  col- 
lapsed— this,  and  not  any  special 
Gorbachev  strategy,  is  what  has  lib- 
erated Eastern  Europe. 

In  the  beginning  of  perestroika,  bu- 
reaucrats and  other  reactionary  forces 
were  thrown  on  the  defensive.  Politi- 
cal reforms  in  the  country  found  such 
strong  promoters  as  Alexander  Ya- 
kovlev.  But  Prime  Minister  Ryzhkov 
dragged  his  heels  and  proposals  by 
market-oriented  economists  were  not 
implemented.  The  few  elements  of  a 
market  economy  that  were  finally  in- 
troduced were  overwhelmed  in  the 


horrendous    chaos    of    a    so-called 
planned  economy. 

By  the  end  of  1989  the  foot-dragging 
had  allowed  the  bureaucrats  to  con- 
solidate with  Russian  nationalists 
and  anti-Semites  to  create  a  powerful 
force  against  reform.  This,  combined 
with  the  West's  weakening,  less  defi- 
nite position,  stopped  social  revolu- 
tion in  the  U.S.S.R.  in  March  1990. 
This  was  reflected  in  the  people  Gor- 
bachev personally  selected  to  join  the 
President's  council.  Out  of  16  mem- 
bers, only  3  can  be  called  progressive. 
The  notorious  anti-Semitic  leader  Va- 
lentin Rasputin  is  a  member. 

Hitler  failed  in  his  ambition  to  hold 
a  parade  in  Red  Square,  but  Pamyat, 
the  Russian  fascist,  anti-Semitic  orga- 
nization, held  a  meeting  in  Red 
Square.  Just  as  the  czar's  agents  used 
anti-Semitism  as  a  means  of  turning 
popular  discontent  away  from  the  re- 
gime, so  is  the  KGB  using  it  today. 

Lithuania  came  as  a  test  of  Gorba- 
chev's new  position.  Toward  the  end 
of  1989  it  was  suggested  to  Gorbachev 
that  he  could  abolish  the  Union  Trea- 
ty (which  was  signed  in  1922;  Latvia, 
Estonia  and  Lithuania  were  chained 
forcibly  to  the  U.S.S.R.  in  1940)  and 
allow  the  republics  the  opportunity  to 
join  the  U.S.S.R.  under  new,  mutually 
beneficial,  fair  conditions.  Gorbachev 
failed  to  do  so.  Lithuania  and  the  oth- 
er Baltic  states  went  on  to  dcclan 
their  independence. 
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Now  you  can  drive  GM  quality  at  a  great  GMAC  rate— 7.9%  — on  payment  terms 
up  to  48  months.  It's  available  on  select  new  1990  GM  cars  and  trucks.  Choose 
the  term  that  fits  your  budget  and  get  on  the  road  with  a  great  GM  value. 

Qualified  retail  buyers  must  take  delivery  from  dealer  stock.  Dealer  financial 
participation  may  affect  consumer  cost.  Expiration  dates  vary  See  your  participating 
GM  Dealer  for  details. 


GMAC 


Quality  financial  services  for  quality  GM  products 

CHEVROLET  •  PONTIAC  •  OLDSMOBILE  •  BUICK  •  GMC  TRUCK 


ONE 

GREAT  RATE 
ON  THESE 
GREAT 
1800 
GM  CARS 
ANO 
TROCKS 


Beretto 

Corsica 

Camarot 

1991  Caprice  (otter 

ends  6/11/90) 
Oavoller 
Celebrity 
Geo  Metro 

(excludes  convertibles) 
Geo  Prizm 
Geo  Storm 
Lumina 
Lumina  APV 
Geo  Tracker 
S-10  Picl(up 

2-  &  4-Wheel  Drive 
S-10  Blazer" 

2-  &  4-Wheel  Drive 
Full-Size  Blazer 

4-Wheel  Drive 
Suburban 

2-  &  4-Wtieel  Drive 
Full-Size  R/V  Pickupstt 

2-  &  4-Wheel  Drive 
Full-Size  C/K  Pickups'" 

2-  &  4-Wheel  Drive 
Sportvan/Chevy  Vant 
Astro  Van§ 


c  1990  GMAC.  All  Rigtits  Reserved. 


Century 

Electro 

Park  Avenue 

LeSabre 

Reatta 

Regalt 

Riviera 

Skylark 


S-15  Pickup 

2-  &  4-Wheel  Drive 
S-15  Jimmy" 

2-  &  4-Wheel  Drive 
Full-Size  Jimmy 

4-Wheel  Drive 
Suburban 

2-  &  4-Wheel  Drive 
Full-Size  R/V  Pickupstt 

2-  &  4-Wheel  Drive 
Full-Size  C/K  Pickups"" 

2-  &  4-Wheel  Drive 
Vondura/Rally  Wogont 
Satari  Van§ 

tincludes  1991. 
"Includes  1991  2-door 

models. 
tt6,9%  A.PR.,  limited  term. 
■"Excludes  454  SS  models. 
^Excludes  cutawoy 
models. 

§Excludes  all-wheel-drive 
models. 
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Another  (Jrcary  line  on  hide  c/  Moscow  hn/c/xr  shoj) 

After  a  uHort  acceleration  the  ecotiotny  descended  quickly,  talcing  with  it  Gorbachev's  domestic  popularity. 


As  the  antircform  forces  gained 
strength,  Gorhachcv  dithered,  in  large 
part  because  the  Western  powers  let 
up  their  pressure.  Kohl  seems  willing 
to  concede  anything  for  the  opportu- 
nity to  unify  Ciermany.  Thatcher  is 
loyal  to  her  views,  but  her  own  posi- 
tion in  ikitain  has  become  weaker. 
The  White  House  has  adopted  a  much 
softer  line. 

However,  what  Gorbachev  badly 
needs  is  renewed  pressure  from  the 
West,  to  help  nudge  the  system  back 
on  to  the  path  of  reform  and  democra- 
tization. It  is  a  general  belief  in  the 
West  that  if  the  West  supports  Lith- 
uania's demands  for  freedom,  it  is  go- 
ing to  ruin  Gorbachev.  What  about 
the  supposed  danger  that  Gorbachev 
will  be  overthrown  if  the  West  puts 
too  much  pressure  on  the  U.S.S.R. 
over  Lithuania  or  any  other  matter? 
It's  nonsense.  Gorbachev  is  not  in 
danger.  What  happened  to  Khru- 
shchev cannot  happen  to  Gorbachev. 
In  Khrushchev's  time  there  was  only 
one  decisive  force  -the  Politburo, 
whose  members  decided  to  overthrow 
the  leader.  But  today  there  are  four 
forces-  Gomrade  President,  the  kgb, 
ihe  Gcntral  Goniimttee  of  the  Gom- 
■  Miuiist  P;itfv  ami  the  Supreme  Soviet 


(the  parliament).  But  there  is  one 
main  power:  the  President.  He  brings 
together  other  dispersed  forces.  They 
need  him,  if  only  as  a  symbol. 

The  kc;h?  It  is  as  active  as  ever.  But 
it  is  controlled  by  the  President.  The 
party?  I  am  sure  that  the  Communist 
Party,  which  is  disintegrating  now,  in 
half  a  year  will  be  abandoned  by  a  lot 
of  important  people.  After  the  next 
elections  it  will  definitely  lose  its  ma- 
jority status. 

The  military?  The  U.S.S.R.  should 
not  be  mistaken  for  Chile  or  Nicara- 
gua. The  Soviet  military  has  never 
been  a  powerful  force  in  its  own  right. 
The  rumors  concerning  the  political 
role  of  "military  discontent"  are 
nothing  but  a  political  game.  Soviet 
military  people  have  always  been 
nothing  but  pawns  on  the  political 
chessboard.  The  military  is  an  instru- 
ment, not  a  wielder,  of  power. 

As  for  the  ki;h  overthrowing  Gorba- 
chev, that's  out  of  the  question.  The 
kc.b's  people  are  counting  on  Gorba 
chev  to  rescue  them  from  the  people's 
wrath.  They  remember  all  too  well 
what  happened  to  the  secret  police 
after  the  democratic  upsets  in  Eastern 
Europe. 

So  Gorbachev  is  not  in  danger,  but 


his  reforms  are.  If  America  is  firm, 
Gorbachev  will  find  arguments  to  re- 
sist the  diehards  in  the  U.S.S.R.  He 
will  be  able  to  say  to  them:  If  we  crush 
Lithuania,  America  will  not  sign  arms 
control  agreements  or  trade  agree- 
ments and  we  will  not  be  able  to  feed 
the  people.  We  must  let  Lithuania  go. 

The  U.S.S.R.  is  a  prison  of  nations, 
and  no  republic,  including  the  Rus- 
sian Federation,  wants  this  union 
anymore.  The  prisoner  and  the  guard 
are  both  unhappy. 

The  antidemocratic  forces  in  the 
U.S.S.R.  have  no  economic  basis 
anymore,  but  they  can  flourish  if  the 
U.S.  offers  arms  control,  scientific- 
technical  cooperation  and  invest- 
ments— without  demanding  impor- 
tant domestic  political  concessions 
in  return. 

The  1917  revolution,  or  rather 
counterrevolution,  repressed  the  Rus- 
sian spring  of  economic  development 
for  72  years.  Only  the  undoing  of  that 
revolution  and  its  replacement  with  a 
democratic  regime  can  get  the  coun 
try's  economy  moving  to  market. 
Shortsighted  efforts  to  "save  Gorba 
chev"  will  serve  only  to  save  a  rotten 
regime  from  history's  garbage  heap  for 
a  few  years  longer.  ■ 
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How  a  communications  solution  from 
Ameritech  filled  a  tall  order  for  Inland  Steel. 


When  Inland  Steel  wanted  to  build  their  business,  the 
company's  plan  included  a  total  communications  solution. 
To  meet  their  high  standards,  Inland  went  straight  to  the 
top. ..  and  chose  Ameritech. 

The  solution  was  an  Ameritech*  Digital  Centrex  system 
based  in  a  new,  highly  advanced  central  office,  using  the 
nation's  first  large  business  remote  switch.  A  system  with 
5,600  lines  in  the  2,000-acre  Indiana  Harbor  Works,  and 
hundreds  more  at  other  sites. 

Inland's  program  moves  even  more  information  to  more 
locations  with-'the  help  of  Ameritech  cellular  mobile  services 


and  voice  messaging.  And  the  entire  project  had  the  support 
of  Ameritech  lease  financing. 

When  Inland  Steel  had  high  expectations,  Ameritech 
proved  that  the  sky's  the  limit. 

Ameritech  provides  communications  solutions  for  thou- 
sands of  business  customers.  To  learn  more  about  how 
Ameritech  is  positioned  to  meet  the  needs  of  the  Informa- 
tion Age,  contact: 

Director— Investor  Relations 
Ameritech,  30  S.  Wacker  Drive,  R3500 
Chicago,  IL  60606  312/750-5353 


Solutions  that  work. 


JsmERITECH 


Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell 

Ameritech  Applied  Technologies  •  Ameritech  Audiotex  Services  •  Ameritech  Credit  •  Ameritech  Development 

Ameritech  Information  Systems  •  Ameritech  Mobile  Communications  •  Ameritech  Publishing  •  Ameritech  Services  •  Tigon  Voice  Messaging 
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Marketing 


Edited  by  Joshua  Levine 


Flush  with  its  tremendous  success  in  Man- 
hattan, Barneys  is  going  national  and 
moving  into  Japan.  Are  the  rubes  ready? 

So  where  are 
the  overcoats? 


By  Lisa  Gubemick 


WHEN  Barney  Pressman,  now 
96  and  in  retirement  in  Flori- 
da, heard  that  his  grandsons 
wanted  to  expand  the  Manhattan  dis- 
count men's  store  he  started  67  years 
ago,  he  had  one  piece  of  advice:  "Go 


north,"  he  said.  "I  hke  markets  where 
you  can  sell  overcoats." 

His  grandsons.  Gene  and  Bob  Press- 
man, who  now  guide  the  privately 
held  corporation,  chose  not  to  listen. 
Three  months  ago  they  opened  the 
store's  first  branches  outside  the 
Northeast — one  in  sunny  Costa  Mesa, 


M.m  U•^^■n^..n 


Calif.,  the  other  in  Seattle.  In  August 
they  will  open  in  Dallas  as  part  of  a 
25-to-30-store  expansion  that  they 
hope  will  make  Barneys  New  York 
into  a  nationwide  chain.  They  are  also 
expanding  into  Japan.  Says  Gene 
Pressman:  "We're  going  to  be  the  larg- 
est American  retailer  in  Japan." 

Will  it  go?  Once  known  for  its  low 
prices  and  downscale  location  on  low- 
er Seventh  Avenue  in  Manhattan, 
Barneys  has  been  transformed.  First 
by  Fred  Pressman,  Barney's  son,  67, 
who  expanded  into  European  goods 
(he  was  the  first  to  import  suits  by 
Giorgio  Armani  in  the  1970s),  then  by 
Fred's  sons  Gene  and  Bob,  who 
pushed  Barneys  into  high  fashion  and 
(mostly  high-priced)  women's  wear. 
Results?  Estimated  1990  revenues 
should  hit  at  least  $130  million,  with 
sales  exceeding  $600  a  square  foot — 
50%  higher  than  Nordstrom's. 

The  main  Manhattan  store,  now  ex- 
panded to  170,000  square  feet,  sells 
everything  from  English  hand-painted 
ceramics  to  Armani  and  Chanel.  The 
newer  stores  sell  a  much  narrower 
range  of  merchandise,  and  the  mix 
differs  from  store  to  store.  Entirely 
unlike  the  New  York  store,  which 
made  its  name  on  tailored  men's  suits 
and  slacks  and  is  still  65%  menswear, 
the  stores  Barneys  is  opening  across 
the  country  are  70%  women's  mer- 
chandise. And  no  men's  suits,  only 
sportswear.  So  while  the  stores  are 
called  Barneys  New  York,  they  will  be 
a  disappointment  to  any  customer 
who  comes  looking  for  a  New  York 
replica.  At  7,000  to  20,000  square  feet, 
the  stores  arc  a  fraction  the  size  of  the 
New  York  store.  The  new  Costa  Mesa 
store  offers  $40  Matsuda  socks  and 
$85  Yamamoto  baseball  caps,  items 
the   industry  generally  describes  as 
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The  current  campaign  (top);  the  more  traditional  ad  below 
Some  customers  called  to  make  dinner  reservations. 


"fashion  forward" — stuff  that  you 
tend  to  see  more  in  magazines  than  on 
real  people.  In  Costa  Mesa,  Barneys  is 
the  only  store  selling  Gaultier,  for  in- 
stance, the  French  designer  whose 
outfits  tend  to  be  skin-tight  synthet- 
ics. In  Seattle,  Barneys  is  the  only  one 
in  town  carrying  Romeo  Gigli,  an  Ital- 
ian designer  whose  blouses  start  at 
$275  and  go'up  to  $480. 

In  both  these  new  stores,  the  ser- 
vice is  on  a  par  with  customer-con- 
scious Nordstrom.  Polite,  helpful, 
knowledgeable. 

The  women's  boutiques  are  a  joint 
venture  with  Japan's  Isetan  Co.  Ltd. 
As  part  of  the  Japanese  joint  venture,  a 
30,000-square-foot  Barneys  wiJJ  also 
be  opening  in  Tokyo  in  November. 

But  the  Pressman  family  itself  is 
also  planning  a  wholly  owned, 
110,000-square-foot  store  in  Beverly 


Hills,  to  open  its  doors  in  1993  and 
attempt  to  match  the  breadth  and 
depth  of  men's  and  women's  fashions 
offered  in  New  York. 

All  of  which  seems  to  have  left  Bar- 
neys in  a  bit  of  a  marketing  quandary. 
In  the  past,  its  advertising,  as  you 
would  expect  from  a  clothing  store, 
generally  featured  the  merchandise, 
usually  draped  on  high-profile  person- 
alities such  as  producer  Joseph  Papp  of 
the  New  York  Shakespeare  Festival, 
Connoisseur  magazine  editor  Thomas 
Hoving  and  comedienne  Sandra  Bern- 
hard.  But  with  Barneys  now  a  full- 
scale  department  store  in  one  loca- 
tion, a  men's  boutique  in  another  and 
(mostly)  a  women's  boutique  in  sever- 


al others,  the  advertising  has  grown 
more  general,  less  focused. 

As  the  company's  in-house  (Bar- 
neys does  all  its  own  ads)  vice  presi- 
dent of  advertising,  Neil  Kraft,  puts  it, 
"We  found  we  were  trying  to  be  too 
many  things  to  too  many  people,  so 
now  we're  doing  generic  ads."  Kraft's 
so-called  generic  ads  constitute  one  of 
the  more  oblique  campaigns  in  recent 
memory.  It  features  single,  black-and- 
white  photos  ranging  from  tourists 
gawking  at  the  John  F.  Kennedy  Space 
Center  to  a  pensive,  bespectacled 
James  Dean  sitting  on  a  school  desk  in 
an  empty  classroom.  The  tag  lines: 
"Select  don't  settle"  and  "In  a  class  by 
itself,"  respectively.  There  is  no  indi- 
cation what  Barneys  is  selling  to  the 
public.  So  what's  the  point?  "It's 
based  on  those  great  Studio  54  invita- 
tions in  the  Seventies,"  says  Kraft. 
"You  might  not  know  what  the  place 
was,  but  you  knew  that  it  was  some- 
where you  wanted  to  check  out." 

At  least  some  customers  don't 
seem  to  get  it.  Kraft  says  that  when 
Barneys,  just  after  opening  its  Seattle 
and  Costa  Mesa  stores,  sent  out  a 
mailing  of  the  photographs  packaged 
as  a  calendar,  each  store  received  a 
number  of  calls  from  customers  eager 
to  make  dinner  reservations;  nothing 
in  the  mailer  indicated  that  the  calen- 
dar was  from  a  clothing  store. 

If  Barneys  bombs  in  its  efforts  to  go 
national,  it  will  be  because  the  Press- 
mans  made  a  common  mistake  in 
thinking  that  the  whole  world  is  like 
Manhattan. 


No  brand  like  an  old  brand 

General  Electric,  which  bought  rca 
Corp.  in  1986,  recently  picked 
the  RCA  name  for  a  new,  low-priced 
line  of  microwaves,  stoves,  dishwash- 
ers, refrigerators,  washing  machines 
and  dryers. 

It  brought  the  new  items  under  the 
brand  roof  even  though  the  company 
did  find  some  understandable  confu- 
sion among  potential  appliance  buy- 
ers. The  new  lines  use  Nipper,  the 
RCA  mascot  sitting  rapt  before  the  fa- 
miliar gramophone.  When  ge  ran  this 
new  use  of  an  old  brand  past  focus 
groups,  several  shoppers  said  they 
didn't  see  what  rca  had  to  do  with 
dishwashers.  They  had  less  trouble, 
the  company  says,  with  the  rca  name 
on  microwave  ovens  and  other  prod- 
ucts that  are  associated  more  with 
electronics. 

General  Electric  went  ahead  be- 
cause it  wanted  a  name  with  instant 
cachet  and  a  reputation  for  quality — 
even  though  that  reputation  was  built 


l-'rom  a  flyer  pyjmoting  RCA  dishwashers 
Teaching  an  old  m.ascot  new  tricks. 
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Cadillac's  original  LaSalle  (top),  and  the  Aurora 

Existing  names  can  offer  a  whiff  of  a  contfortable  and  trustworthy  past. 


in  a  different  business.  "The  line  will 
overcome  those  difficulties.  It  takes 
far  too  much  money  to  build  a  brand 
with  the  inherent  awareness  of  a  well- 
established  name  like  rca,"  says  Vic- 
tor Alcott,  manager  of  industrial  de- 
sign for  GE  Appliances. 

At  a  time  when  the  product-naming 
game  is  getting  rougher  each  year,  ex- 
isting names  can  offer  instant  recog- 
nition and  perhaps  even  a  whiff  of  a 
comfortable  and  trustworthy  past. 
General  Motors,  for  instance,  owns 
roughly  360  trademark  registrations. 
One  of  them,  Cadillac's  LaSalle 
brand,  is  a  strong  candidate  for  reviv- 
al. In  the  1920s  and  1930s  the  LaSalle 
was  an  elegant  though  somewhat  less 
expensive  brand  for  people  who  didn't 
want  to  shell  out  for  the  Caddy.  Cadil- 
lac figures  that  the  name,  redolent  as 
it  is  with  automotive  history,  might 
work,  for  example,  on  the  projected 
new  model  of  something  it  is  now 
calling  the  Aurora,  a  gee-whiz,  four- 
door  luxury  car  with  all-wheel  drive 
and  a  computerized  highway  naviga- 
tion system. 


gm's  Buick  division  tested  literally 
hundreds  of  new  names  for  a  new 
four-door  touring  car  that  is  expected 
to  come  out  in  1 99 1.  The  likely  win- 
ner is  Roadmaster,  a  name  that 
adorned  a  smooth-riding  land  yacht 
from  the  1940s  and  1950s;  the  one 
with  small  portholes  alongside  the 
front  fenders.  "We  said,  'That's  our 
history;  maybe  we  should  go  with 
that,'  "  says  John  Dabels,  Buick's  di- 
rector of  marketing.  "Everyone  over 
50  gets  a  gleam  in  their  eye  when  they 
think  of  it."  Dustin  Hoffman  did.  Af- 
ter starring  in  the  hit  movie  Rain  Man, 
which  featured  a  classic  Roadmaster, 
Hoffman  bought  one  of  the  cars  used 
to  make  the  film. 

In  1984  San  Francisco-based  Hills 
Bros.  Coffee,  Inc.  bought  out  the  mori- 
bund General  Coffee  Co.  in  Miami 
because  it  needed  additional  plant  ca- 
pacity. In  the  bargain.  Hills  Bros,  got 
Chase  &  Sanborn,  a  powerhouse  cof- 
fee brand  in  the  1930s.  Hills  Bros, 
discovered  that  almost  nine  out  of  ten 
people  still  recalled  the  brand  fondly 
from  the  days  when  the  ventriloquist 


Marketing 


Edgar  Bergen  and  his  wise-guy  dum- 
my Charlie  McCarthy  touted  Chase 
&.  Sanborn  coffee  on  radio  in  the 
1940s  and  1950s. 

Even  so,  some  Hills  Bros,  execu- 
tives said,  "  'Hey,  man,  like  why  res- 
urrect something  that  didn't  work?'  " 
recalls  Barry  Reis,  Hills  Bros.'  vice 
president  for  marketing.  Argues  Reis: 
"I  don't  think  consumers  stop  and  ask 
themselves  why  it  disappeared.  It  is 
much  more  difficult  to  introduce  a 
brand  than  resurrect  one."  The  pro- 
Chase  &  Sanborn  forces  won,  and 
while  the  restaged  brand  won't  unseat 
Maxwell  House  or  Folgers,  today  it 
commands  a  small  but  profitable  3% 
share  of  the  S4  billion  coffee  busi- 
ness— accomplished  with  virtually  no 
advertising  support. 

Over  the  years,  America's  swelling 
stockpile  of  brand  names  has  become 
something  of  an  embarrassment  of 
riches.  The  U.S.  Patent  &  Trademark 
Office  has  680,000  active  trademark 
registrations  on  file,  100,000  more 
than  in  1984.  Say  you've  just  created  a 
new  prune-flavored  cereal  and  you 
want  to  name  it  Prunies.  Odds  are,  the 
name's  taken.  And  when  a  trade- 
marked  product  is  actually  in  use,  its 
brand  name  can  be  renewed  indefi- 
nitely. "Any  word  or  name  a  company 
thinks  of,  three-quarters  of  the  time  it 
will  be  unavailable  because  some- 
one's claimed  it.  It's  becoming  more 
and  more  difficult  to  find  a  name," 
says  Frank  Delano,  head  of  the  prod- 
uct naming  firm  of  Delano  Goldman 
&.  Young  Inc. 

But  if  you  are  shopping  for  an  old 
brand,  the  trademark  law,  as  revised 
last  year,  may  liberate  some  that  are 
unused.  Under  the  old  law,  companies 
could  hold  on  to  the  rights  for  disused 
brand  names  by  slapping  the  name  on  a 
handful  of  products  and  shipping  a  box 
of  them  across  state  lines.  Last  year's 
revision  eliminates  such  "token  use" 
protection.  The  Patent  Office  says  it 
will  declare  truly  unused  brands  to  be 
abandoned  and  available. 

But  a  glorious  marketing  heritage  is 
no  guarantee.  Lamaur  Inc.,  now  called 
DowBrands,  bought  the  Ipana  tooth- 
paste brand  in  1973  from  a  company 
thiit  had  picked  it  up  previously  from 
what  is  now  Bristol-Myers  Squibb 
Co.,  the  original  owner.  Lamaur's  ex- 
ecutives had  brushed  happily  with 
Ipana  in  their  youth,  and  were  over- 
come with  pangs  of  nostalgia  at  the 
memory  of  Bucky  Beaver,  Ipana's 
spokesrodent.  It  flopped. — |.L. 
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t>u  can  do  business  in  Japan 
vithout  siieiiing  out  a  fortune. 


)r  many  companies,  the  biggest 
airier  to  new  markets  has  been  the 
DSt  of  business  trips.  Restaurants  can 
e  expensive,  and  even  the  smallest 
ccommodations  may  carry  oversized 
ills.  Yet  those  willing  to  be  a  little 
dventurous  will  find  that  traveling 
omfortably  in  Japan  doesn't  require 
acking  a  suitcase  full  of  yen. 

■lop  on  the  bus. 

.  $20  bus  ride  from  Narita  Airport 
!nay  not  strike  you  as  a  bargain,  but 
ompared  to  a  $150  taxi,  it  is.  The 
luses  marked  "Airport  Limousine" 
top  at  all  the  major  hotels  in  Tokyo. 

Sleep  cheap. 

business  hotels  are  a  fairly  new  phe- 
lomenon.  Catering  primarily  to 


Japanese  businessmen,  they're  clean, 
functional,  and  conveniently  located. 
Although  vending  machines  replace 
amenities  like  room  service,  at  $40  to 
$50  a  night  these  hotels  are  a  sound 
investment.  1\vo  major  chains  are  the 
Tokyu  Inn  (tel.  03/406-0109)  and  the 
Washington  (tel.  03/434-5211). 

Food  for  naught. 

It  should  come  as  no  surprise  that 
you'll  save  money  eating  where  the 
locals  eat.  Good  and  reasonably 
priced  restaurants  can  be  found  in 
department  stores  and  the  basements 
of  office  buildings.  At  lunch,  ask  for 
teishoku.  It  means  special  of  the  day 
and  includes  rice,  miso  soup,  salad, 
meat  or  fish,  and  dessert— all  for 
around  five  dollars.  Ramenya  and 


sobaya  (noodle  shops)  are  perfect 
places  for  a  quick  and  tasty  meal. 

Northwest  notes. 

Since  your  time  is  money  too,  we 
make  it  as  quick  and  easy  as  pos- 
sible for  you  to  get  to  Japan,  by 
offering  daily  nonstops  from  the 
most  U.S.  cities.  So  you  can  count  on 
arriving  when  you  want,  rested  and 
ready  to  do  business.  And  we  give 
you  something  else  no  other  U.S. 
airline  can:  the  knowledge,  under- 
standing and  insight  that  comes  from 
over  40  years  of  helping  people  do 
business  in  Asia.  For  international 
reservations,  call  your  travel  agent 
or  Northwest  at  1-800-447-4747.  To 
find  out  more  about  doing  business 
in  Asia,  call  1-800-553-2215,  ext.  183. 


'0  Northwest  Airlines,  Inc. 
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PresMem  Bush  and  Wot 
German  Chancellor  Helmut 
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NATC^  military  umbrella 
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Kohl  brtstied  al  talk  that  a 
rvuntted  Germany  could  not  be 
trusted  Wen  Germany  has 
been  "a  r^liatrte  partner  for 
4.1  year*  This  v  not  1M5  " 

Despite  VS  prcflnire.  Kohl 
did  not  idve  on  Inmctsd  pledge 
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Poland  lean  a  reunltrd  Ger- 
many might  try  to  regain  bor- 
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Nicaragua  elections  look 


By  Johanna  Neumao 
and  Joan  J  «wt» 
USA  TODAY 

MANAGUA.  Ntcva^M  - 
Prffddent  Bush  of>ened  the 
door  Suftday  to  a  "better  dl- 
tnaic'  for  relauom  with  N»ca- 
rnflua  as  voleri  here  chope  be- 
iween  the  ruling  Marxiil 
Sandlnisu  regtme  or  a  VS.- 
backed  coalition 
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eral  EIlloi  RlchardKm.  bead  o( 
tbel'N  observer  rraNrtort  «M 
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!  ctmferefK*   wat   btii   drarcA  ' 
M|tm)  at  a  pnwtMe  thaw  ' 

If  ih^^  rieraona  are  certt- 
'  flabl\   rrre  nod  fair.  whoe%ei 

mm  thr-  Hecnon  wui  gnd  a  i 
i  tjefirr  rlimale  ta  wbtch  M  Im-  t 
;  prnr^  r^lattnm  wtth  Nicara-  • 
'  ma.'  Bush  wid 

Bui  be  Mtd  ->i«al  fonow*  no 

I    . .  fnadom  of  ike  preiw.  fie^ 

I  4om  o(  imliiiiloQi^  fiaedmii  to 

prote<  frrejoen  m  <peak  your 

mbtd.  (t  aNn  important." 

TV  Wbne  Hoiop'  caai  doubo 
OB  an  NBC  S*tr*  repon  that  ^ 
tbe  proce.'^  oliTwjv  r«  und^  , 
way.  wtth  Stoir  DpfMrtmrnt  of  '. 
fictah  tslkinit  «Uh  Ortega 
ataai  an  end  to  VS  erononuc  ■ 
U  tba  etacWo  li  Mr 


lyf»  said  a  globai  aelMiff  li  IB- 
Hkely  to  fdOow. 
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It  seems  we  have  a  love-hate  relationship 

with  our  readers.  They  love  our  editorial. 

And  they  hate  to  throw  it  away.  Maybe 

it's  because  we  have  more  stories  on 

more  subjects  than  any  other  paper.  Or 


maybe  it's  because  we  give  even  the 
most  up-to-date  readers  information 
they  won't  fmd  anywhere  else. 
So  go  ahead.  Tear  into  us.  When  you're 
#1 ,  you  expect  to  be  ripped  apart. 


PEOPLE  GET  INTO  IT  BECAUSE 
THEY  GET  SO  MUCH  OUT  OF  IT. 


Selling  milk  and  toiletries  isnt  terribly 
profitable.  But  milk  and  toiletries  com- 
bined with  prescription  drugs  and  comput- 
erized systems  have  made  Walgreen  Co,  one 
of  the  country's  most  profitable  retailers. 

< 

Convenience  with 
a  difference 


By  Rick  Reiff 


100K  ONE  WAY  and  most  Walgreen 
_  Co.  outlets  these  days  resemble 
I  convenience  food  stores.  They 
sell  beer,  wine  and  soda,  plus  the  stan- 
dard array  of  Twinkies,  chips  and  com 
doodles — lots  of  packaged  goods  with 
long  shelf  lives.  They  also  sell  milk, 
bread  and  frozen  tv  dinners,  but  no 


messy  stuff  like  produce,  snow  cones 
or  hot  coffee. 

Look  the  other  way,  and  the  stores 
are  an  updated  version  of  the  old  five- 
and-dime.  Aisles  are  stacked  with 
shampoo,  cosmetics,  aspirin,  greeting 
cards,  toys,  camera  film  and  even 
electric  fans. 

What  happened  to  filling  drug  pre- 
scriptions, the  business  upon  which 


<»rcRon  Ga\'m«jni 


Charles  R.  Walf^reen  III,  chainiiun  and  chief  executive  officer 
The  stores  were  "sloppy  and  dirty  and  old-fashioned.' 


the  chain  was  founded  89  years  ago? 
Walgreen  is  still  a  drugstore.  In  fact,  it 
is  rapidly  becoming  the  country's  first 
truly  national  drugstore  chain.  Pre- 
scription and  proprietary  drugs  are  the 
fastest-growing  portion  of  Walgreen's 
business,  accounting  for  44%  of  its 
$5.4  billion  sales  last  year.  But  only 
when  the  eye  reaches  the  back  of  the 
store  does  the  pharmacy  counter 
come  into  view. 

The  rest  of  the  store  is  a  careful 
blend  of  health  and  beauty  aids  and 
impulse  items.  In  the  past  ten  years, 
luggage,  glassware  and  wall  paint 
have  given  way  to  adult  diapers,  preg- 
nancy-test kits  and  cans  of  tuna.  It's 
an  effective  mix:  The  average  Wal- 
green retail  sale  is  $9;  that  for  the 
country's  convenience  stores,  $2.50. 
In  a  sense,  Walgreen  is  evolving  into 
something  akin  to  gas  station  conve- 
nience store  chains,  but  with  high- 
margin  prescription  drugs,  not  low- 
margin  gasoline,  as  the  traffic  builder. 

The  architects  of  this  evolution  are 
Chairman  and  Chief  Executive  Offi- 
cer Charles  R.  Walgreen  III,  54,  grand- 
son of  the  company  founder,  and  Fred 
Canning,  who  retired  in  February  af- 
ter 1 1  years  as  chief  operating  officer. 
"Our  stores  were  sort  of  sloppy  and 
dirty  and  old-fashioned,"  Walgreen  re- 
calls. But  that  did  not  at  all  mean 
throwing  out  the  traditional  drug- 
store merchandise. 

Explains  Walgreen: "We 're  going  to 
be  focusmg  more  and  more  on  that 
drugstore-type  merchandise.  The  pre- 
scription business,  we  really  think,  is 
going  to  grow,  from  the  demograph- 
ics— more  older  people — and  more 
medicines  coming  along." 

Walgreen's  new  point  man  and  Fred 
Canning's  replacement  is  L.  Daniel 
Jorndt,  48,  a  onetime  Walgrccns  store 
pharmacist  who  moved  into  manage- 
ment in  1975.  Jorndt  calls  Walgreen 
"Mr.  Strategic."  His  strategy  has  in- 
cluded the  unloading  of  a  travel  ser- 
vice, 87  coffee  shops,  a  small  generic 
drug  manufacturer  and  all  other  pe- 
ripheral businesses. 

Between  them,  Jorndt  and  Walgreen 
continue  to  refine  the  sophisticated 
marketing  approach  that  has  cstab 
lished  Decrfield,  111. -based  Walgreen 
as  the  undisputed  leader  of  its  frag- 
mented industry.  In  each  of  the  past 
15  years  it  has  reported  record  earn 
ings:  Profits  are  expected  to  hit  $180 
million  (or  $2.90  a  share)  this  year,  up 
from  $154  milhon  last  year.  Sales 
should  hit  $6  billion  this  year,  a  10% 
gain  from  1989.  With  a  return  on  equi- 
ty of  21%,  Walgreen  not  only  out- 
classes drug  chains  like  Rite  Aid 
Corp.  and  Longs  Drug  but  also  ranks 
right  up  with  the  nation's  most  profit 
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For  a  copy  of  the  1989  Bally  Annual  Report  call  ]  -800-34-BALLY 
or  write  Bally  Manufacturing  Corporation,  8700  West  Bryn  Mawr,  Cfiicago,  Illinois  60631. 


Walgreen  Chief  Operating  Officer  L  Daniel  Jomdt 

Planning  to  open  lOO  stores  annually  for  the  next  five  years. 


able  specialty  retailers,  companies 
like  Nordstrom  and  Toys  "R"  Us. 

How  does  Walgreen  do  it?  Walgreen 
was  the  first  and  is  still  one  of  the  few 
drugstore  chains  to  invest  heavily  in 
on-line  computers.  The  investment  is 
now  paying  off  handsomely.  Consider 
this  example: 

In  the  densely  populated  Chicago 
suburb  of  Evanston,  Walgreen  recent- 
ly shoehomed  a  prototype  mini-store 
into  a  narrow  shop  on  Main  Street, 
barely  a  mile  and  a  half  from  three 
other  Walgreen  stores.  Isn't  that  a  lit- 
tle much?  As  it  turns  out,  no.  Part  of 
Walgreen's  marketing  strategy  is 
computer  screening  of  prescription 
orders  by  zip  code.  The  computers 
told  Walgreen  that  the  three  stores 
were  not  getting  many  customers 
from  the  area  in  between  them.  So 
Walgreen  opened  the  new  store  with 
prescriptions  as  the  basic  attraction — 
no  milk  or  magazines  in  this  very 
limited  space. 

There  is  another  advantage  to  those 
computers.  Because  the  network  con- 
nects all  1,500  Walgreens  stores  in  28 
states,  a  customer  can  fill  a  prescrip- 
tion at  a  store  near  his  home  and  then 
get  it  refilled  at  any  other  Walgreens, 


whether  near  his  office  downtown  or 
several  states  away.  Thus  is  Walgreen 
becoming  a  national  drugstore  chain. 

Walgreen's  pharmacies  process 
300,000  prescriptions  a  day,  with  in- 
formation needed  to  bill  insurers  and 
update  customers'  records  immedi- 
ately filed  in  a  central  computer  in 
Mount  Prospect,  111.  Doing  business 
in  such  volume,  Walgreen's  cost-con- 
scious managers  have  found  it  worth- 
while to  use  satellites  instead  of 
phone  lines  to  transmit  this  data.  Esti- 
mated savings:  $1  million  a  year  in 
lower  phone  bills  and  the  reduction  of 
phone  lines  going  into  new  stores. 

It  is  difficult  to  overestimate  the 
importance  to  Walgreen  of  the  com- 
puters. They  have,  for  example, 
helped  Walgreen  to  corner  business 
from  insurance  companies,  group 
medical  plans  and  health  mainte- 
nance organizations  that  pay  for  their 
members'  prescription  drugs.  Wal- 
green typically  offers  these  third-par- 
ty payers  a  discount  on  all  prescrip- 
tions filled,  and  backs  the  offer  with 
its  large  number  of  stores. 

Thanks  to  the  computers,  Walgreen 
is  able  to  sweeten  the  offer  by  helping 
these   third-party   payers   to   control 


their  rising  costs.  One  way:  Walgreen, 
by  culling  its  prescription  records,  can 
provide  the  names,  in  any  given  geo- 
graphical area,  of  physicians  who  rou- 
tinely refuse  to  prescribe  lower-cost 
generic  drugs.  Walgreen  then  makes 
this  information  available  to  the 
health  plans  that  utilize  its  services. 

Doesn't  higher  use  of  generic  drugs 
hurt  Walgreen?  Hardly.  The  markup 
on  generics  is  often  about  50%  higher 
than  the  markup  on  branded  prescrip- 
tions. Arrangements  with  the  health 
plans  now  produce  40%  of  Walgreen '^ 
prescription  sales. 

Walgreen  saturates  its  markets 
with  TV  and  radio  spots  and  twice- 
weekly  newspaper  inserts  promoting 
loss-leader  items,  like  videotapes  and 
vitamins.  But  its  strategy  should  not 
be  confused  with  that  of  the  deep- 
discount  drugstore  chains  like  fast- 
growing  Phar-Mor  Inc.,  based  in 
Youngstown,  Ohio.  In  a  sample  of 
eight  typical  drugstore  items  at  com- 
peting Walgreen  and  Phar-Mor  stores 
in  Ferguson,  Mo.,  a  blue-collar  St. 
Louis-area  town,  Walgreen  charged  an 
average  of  30%  more  than  Phar-Mor. 
But  Walgreen  stocks  its  stores  more 
with  impulse  buying  in  mind,  and 
offers  more  choice.  Walgreen  carries 
four  sizes  of  Crest  toothpaste  com- 
pare with  just  one  for  Phar-Mor. 

Clearly  Phar-Mor's  aggressive 
price-cutting  is  not  hurting  the  Wal- 
green store  in  Ferguson.  It  was  opened 
a  year  ago  and  is  within  a  mile  of  five 
drug-selling  competitors,  including 
Phar-Mor.  But  it  fills  nearly  as  many 
prescriptions  as  Phar-Mor  with  barely 
one-fourth  the  amount  of  floor  space, 
and  is  on  track  to  reach  break-even  in 
the  scheduled  three-year  time  frame. 

With  same-store  sales  growth  fore- 
cast at  a  modest  8%  this  year,  new 
stores  will  drive  growth.  The  compa- 
ny has  been  opening  an  average  of  95 
stores  a  year  (while  closing  19)  for  the 
last  five  years,  and  is  spending  $200 
million  this  year  alone  on  new  stores, 
remodelings,  warehouse  additions 
and  automation. 

Jomdt  says  Walgreen  can  open  100 
stores  a  year  for  at  least  the  next  five 
years.  The  chain's  financial  resources 
bear  him  out:  Against  long-term  debt 
of  $150  million,  Walgreen  has  cash  of 
$180  million;  its  stores  are  throwing 
off  around  $250  million  a  year  in  cash 
flow.  Jomdt  adds  that  for  new  store 
locations,  he  and  his  managers  arc 
focusing  now  on  Boston  and  the  rest 
of  the  Northeast. 

"To  survive  in  the  Nineties,"  says 
Jomdt,  "you've  got  to  be  an  efficient 
operator  who  still  offers  a  high  level  of 
services."  As  drugstores  go,  nobody 
does  it  better  than  Walgreen.  ■ 
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When  maintenance 

want  to  know 

they  don't  even  need  to  ask. 


The  hew  Airbus  A340 
eatures  an  on-board  mainte- 
lance  computer  that  displays 
Jetails  of  any  malfunction  via 
he  Centralized  Fault  Display 
>ystem  (CFDS).  Print-outs  too 
:an  be  provided  and  the 
nformation    can    even    be 


telemetered  direct  to  the 
aircraft's  destination. 

As  a  result  maintenance 
crews  are  made  aware  of  the 
tasks  they'll  need  to  perform 
even  before  the  aircraft  has 
landed. 

All   this   has  got  to   be 


ii 


good      news      for      airlines 
Because    in    the    search 
to    reduce    downtime    they    ii 
couldn't  ask  for  more  by  way 
of  timesaving  innovations.  '" 


tn^. 


AIRBUS  INDUSTRIE 
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Pacific  Telecom  Chief  Executive  Charles  Robinson 

Scouting  for  other  telephone  companies  in  the  Midwest,  Pac^ic  Northwest  and  Alaska. 


When  you  re  a  smallish  Washington  State 
phone  company  with  very  big  ambitions,  it 
helps  to  have  a  big  stockholder  who  believes 
in  what  you  re  doing. 

Alaska  today, 
Chile  tomorrow 


By  Marc  Beanchamp 


BASED  IN  sleepy  Vancouver, 
Wash.,  just  across  the  Colum- 
bia River  from  Portland,  Pacif- 
ic Telecom,  Inc.  is  one  very  wide 
av^ake  global  telecommunications 
company.  This  $657  million  (1989 
revenues)  company  put  up  nearly  half 
the  money  for  a  $450  million  under- 


sea fiber-optic  cable  to  link  Japan  and 
the  mainland  U.S.  Data  will  start  to 
flow  through  the  5,200-mile-long  ca- 
ble late  this  year.  Elsewhere  overseas, 
the  company  is  completing  cellular 
phone  systems  that  will  serve  6  mil- 
lion potential  customers  in  Santiago, 
Chile  and  neighboring  Valparaiso. 
Another  Pacific  Telecom  subsidiary 
provides  telephone,   telex,   facsimile 


and  other  links  from  the  U.S.  to  more 
than  200  foreign  countries. 

Where  does  a  smallish  regional  tele- 
phone company  get  the  capital  to 
grow  into  an  international  telecom- 
munications company?  Since  1973 
Pacific  Telecom  has  enjoyed  the  sup- 
port of  a  wealthy  investor:  $3.7  billion 
(revenues)  PacifiCorp  (Forbes,  /«/;  H], 
the  aggressive  Portland,  Ore. -based 
electric  utility  that  has  been  trying  to 
take  over  Arizona's  largest  utility, 
Pinnacle  West  Capital  Corp.  Pacifi- 
Corp owns  87%  of  Pacific  Telecom's 
38  million  common  shares  (the  bal- 
ance trade  over-the-counter). 

PacifiCorp  is  run  by  A.M.  (Al)  Glea- 
son,  59.  He  was  Pacific  Telecom's 
chief  executive  until  1985,  when  he 
left  to  head  up  PacifiCorp.  But  Glea- 
son  has  never  wavered  in  his  support 
of  his  old  company,  and  why  should 
he?  Last  year  Pacific  Telecom  added 
$63  million  to  PacifiCorp's  $466  mil- 
lion in  earnings;  that's  up  from  $15 
million  five  years  ago. 

Pacific  Telecom  is  as  active  at 
home  as  it  is  abroad.  With  some 
253,000  access  lines  in  nine  states, 
the  company  is  the  17fh-largest  tele- 
phone company  in  the  country  and  is 


188 


FORBES,  JUNE  11,  199() 


looking  aggressively  for  more  local 
telephone  companies  to  buy.  One  at- 
traction: Local  phone  companies  got 
one  of  the  two  cellular  licenses  the 
Federal  Communications  Commis- 
sion granted  for  every  service  area. 

In  a  deal  scheduled  to  close  this 
summer,  Charles  Robinson,  56,  who 
succeeded  Gleason  as  Pacific  Tele- 
com's chief  executive,  is  buying 
North-West  Telecommunications,  a 
telephone  company  with  63,000  cus- 
tomers mostly  in  southern  Wisconsin 
and  interests  in  several  cellular  tele- 
phone franchises.  It's  a  rich  deal.  Pa- 
cific Telecom  will  be  paying  out  cash 
and  stock  worth  $250  million,  equiva- 
lent to  about  9  times  the  target  com- 
pany's cash  flow  from  local  telephone 
operations,  estimates  Robert  W.  Baird 
&  Co.  analyst  Ted  Moreau.  Other  in- 
dependent phone  companies  trade  for 
around  3.5  times  cash  flow.  And  Pa- 
cific Telecom  itself  is  valued  at  about 
3  times  its  phone  operations'  cash 
flow,  says  Moreau. 

Robinson  admits  the  proposed  ac- 
quisition will  cause  "some  near-term 
dilution"  for  Pacific  Telecom.  But  Bri- 
an Wirkkala,  Pacific  Telecom's  trea- 
surer, justifies  the  high  price  in  this 
way:  "They  [local  mdependent  phone 
companies]  are  a  bit  like  beachfront 
property.  There  are  only  so  many  of 
these  franchises." 

With  North-West  Telecommunica- 
tions, Pacific  Telecom  will  get  a  cellu- 
lar kicker.  North-West  has  ownership 
interests  in  nine  cellular  franchises  in 
rural  and  suburban  Wisconsin  with  a 
pro  rata  share  of  720,000  potential 
customers  (or  "pops"  in  cellular  jar- 
gon). It  also  manages  ten  cellular  fran- 
chises in  rural  Minnesota.  The  North- 
West  acquisition  would  double  Pacif- 
ic Telecom's  potential  cellular 
customers,  to  around  1.5  million. 

Robinson  has  committed  another 
$12  million  or  so  to  buy  three  phone 
companies  in  Wisconsin  and  Iowa.  He 
says  he's  scouting  for  other  telephone 
companies  in  the  Midwest,  Pacific 
Northwest  and  Alaska.  Al  Gleason  is 
urging  him  X)n.  Says  Gleason  of  his 
love  of  the  }ocal  telephone  business: 
"You  can  see  cause  and  effect.  You 
can  build  something  and  make  it 
work  better.  The  planning  and  execu- 
tion time  is  short  enough." 

It  was  Gleason,  in  fact,  who  put 
Pacific  Telecom  together.  In  the 
1970s  he  began  buying  rural  phone 
companies  with  adjoining  territories, 
and  consolidated  their  operations 
wherever  possible  to  save  costs  and 
introduce  new  technology  to  offer 
customers  more  services.  Thus  did  ro- 
tary dial  phones  and  party  lines  give 
way  to  push-button  calling,  digital 


switches  and  single-party  lines  with 
such  add-ons  as  call  waiting  and  call 
forwarding.  "The  explosion  of  tech- 
nology and  declining  unit  cost  does 
nothing  but  stimulate  usage,"  says 
Gleason. 

Case  in  point:  Alaska,  where  Pacific 
Telecom's  Alascom  subsidiary  is  the 
state's  exclusive  intrastate  long-dis- 
tance carrier.  Pacific  Telecom  bought 
Alascom  from  rca  in  1979.  Since 
then,  state-of-the-art  equipment  and 
declining  toll  charges  have  boosted 
usage  dramatically.  Alascom's  mes- 
sage volumes  are  growing  between 
10%  and  15%  a  year.  That's  almost 
double  the  national  average,  despite 
Alaska's  relatively  weak  economy. 

For  all  the  opportunities  he  sees  in 
cellular  and  in  the  continuing  con- 
solidation of  the  U.S.'  1,200  indepen- 
dent telephone  companies,  Robinson 
believes  the  international  market  will 
offer  Pacific  Telecom  the  best  growth 
prospects  in  the  Nineties.  He  points 
to  the  North  Pacific  Cable,  which  will 
stretch  from  Miura,  Japan  to  Pacific 
City,  Ore.  with  a  fiber-optic  spur  to 
Seward,  Alaska.  Pacific  Telecom  will 
own  40%  of  the  cable,-  other  investors 
include  Britain's  Cable  &.  Wireless 
and  a  consortium  of  big  Japanese  com- 
panies. Robinson  says  he  and  his  part- 
ners have  commitments  for  more 
than  half  of  the  cable's  17,000  cir- 
cuits. Robinson  expects  the  cable  to 
generate  $40  million  to  $50  million  a 
year  in  gross  revenues  for  Pacific  Tele- 
com by  1992.  A  majority  of  the  cellu- 
lar systems  in  Santiago  and  Valparai- 
so, Chile  were  switched  on  in  early 
1989.  Businessmen  in  those  two  cities 


said  they  were  hamstrung  because  of 
the  poor  quality  of  the  existing,  land- 
line  phone  service.  Cellular  not  only 
offers  them  a  more  efficient  commu- 
nications medium  but  also  has  a 
much-coveted  high-tech  cachet  in 
Latin  America. 

A  longtime  Alascom  executive, 
Robinson  excitedly  recalls  how  com- 
munications technology  transformed 
the  Alaskan  economy.  "Twenty  years 
ago  Alaska  was  a  truly  isolated  place, 
more  like  a  poor  foreign  country  than 
a  state,"  he  says.  "Telecommunica- 
tions has  brought  them  [Alaskans]  out 
of  isolation  and  allowed  industries 
like  mining,  fishing  and  oil  to  grow. 
It's  remarkable."  If  it  can  happen  to 
Alaska,  why  not  Chile?  ■ 


International  calls  bub,  New  York  City 
Linking  more  than  200  countries. 


A  Pacific  Telecom  lineman  in  Lebanon,  Ore. 

These  ruralfranchises  are  "a  bit  like  beachfront  property. 
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W^/fe  hundreds  of  Western  companies  are 
looking  for  ways  to  break  into  the  Soviet 
market,  Italy  s  Danieli  is  already  well  es- 
tablished there. 


Steel  lady 


By  Peter  Fahrman 


CECILIA  Danieli  is  the  general 
manager  of  the  eponymous 
Itahan  steel  and  engineering 
group,  Danieli  &.  C.  Officine  Mec- 
caniche  S.p.A.  Founded  by  her  grand- 
father in  1911,  and  previously  run  by 
her  father,  Luigi,  for  25  years,  the 
company's  headquarters  and  plant  are 


tucked  away  in  the  small  industrial 
town  of  Buttrio,  near  the  Austrian  and 
Yugoslavian  borders.  Relatively  small 
but  highly  profitable,  Danieli's  com- 
pany had  revenues  last  year  of  just 
over  $300  million. 

This  midsize  company  and  its  dy- 
namic chief  executive  loom  large  in 
the  Soviet  Union's  attempts  to  bring 
its  clumsy  steel  industry  up  to  capi- 


talist standards.  Over  the  last  five 
years,  Danieli  has  sold  the  Soviets 
two  complete  minimills  and  lots  of 
ancillary  equipment,  at  a  total  cost  of 
about  $1.2  billion.  These  plants  pro- 
duce about  2  million  tons  of  steel  a 
year,  a  drop  in  Lake  Baikal  by  compar- 
ison with  Soviet  steel's  claimed  out- 
put of  175  million  tons  a  year.  But,  by 
comparison  with  other  steel  facilities 
in  the  Soviet  Union,  the  Danieli  fac- 
tories are  marvels  of  advanced  tech- 
nology and  high  productivity.  They 
use  the  one  metallurgical  commodity 
the  Soviets  have  in  abundance — rust- 
ing scrap — to  make  another  material, 
in  desperately  short  supply:  high- 
quality  steel  for  construction  and  con- 
sumer goods. 

Joe  Stalin's  pride  and  joy,  the  Soviet 
steel  industry  has  become  a  monu- 
ment to  the  failures  of  socialist  plan- 
ning. To  meet  production  targets,  So- 
viet steel  mills  routinely  smelt  down 
yesterday's  production.  A  fraction  of 
the  reported  output  finds  its  way  out 
of  the  factory,  but  both  government 
and  steelworkers  can  congratulate 
themselves  at  having  fulfilled  ambi- 
tious production  targets. 

It  is  no  easy  task  for  Italian  techni- 


Pierniorgu)  StlarandisBbtk  Mar 


Cecilia  Danieli,  general  manager  of  Danieli  &  C.  Ofjicine  Meccaniche  S.pA. 
"The  difficult  thing  is  being  a  good  manager." 


190 


FORBES,  lUNE  II,  \^W 


•*.■■■ 


I"ll 


1}     ' 


Ev'  -v^''^ 


"r: 


For  the  price  of  first  class 


you  can  fly  a  class  above. 


i  I 


American  Express*  Cardmembers  are  now 
offered  a  special  opportunity  for  a  limited 
time  only.  For  the  price  of  your  first  class 
roundtrip  ticket  to  Europe  you  con  experi- 
ence the  Air  France  Concorde  roundtrip.* 

With  this  gift  of  time  you 

will  arrive  the  very  same 
evening  in  Paris.  Your 
chauffeur-driven  limousine 


C     F     PBOST 


•Air  France  Concorde  flights 
Offer  valid  when  ticket  is  purchased  with  the  American  Express  Card  for 


will  whisk  you  into  the  city  and  take  you  be  ck 
to  the  airport  for  your  return  or  connecting 
flight.  All  compliments  of  American  Express. 
Just  book  this  very  special  offer  at  least  24 
hours  in  advance  and  purchase  your  tickets 
with  the  American  Express  Card.  For 
information  call  your  travel  specialist  or  phone 
1-800-232-2557.  lnT"Ljr  C  k  IC  APT 
N.Y.C,  212-265  5460    I  ML  I       NL  MlX  I 

JSWOF  FLYING 

AIR  FRANCE 


>a>!:j 


available  daily  from  New  York  dty. 

roundtrip  travel  originating  in  the  USA  from  6/1/90  to  8/31/90  on  Air  France. 


A  turnkey  Danieli  steel  mill  in  the  Ukraine 

Looming  large  in  the  Soviet  Union's  attempts  to  upgrade  its  clumsy  steel  industry. 


cians  and  executives  to  deal  with  the 
mind-set  engendered  by  sociahsm. 
Danieh  managers  assigned  to  Soviet 
projects  meet  constant  frustration 
from  a  system  accustomed  to  ac- 
counting in  terms  of  sheer  quantity 
rather  than  quahty  or  marketabihty. 
Reports  Danieli's  Mauro  Pitton:  "Af- 
ter making  a  proposal  to  build  an 
automated  rolling  mill,  the  Soviets 
came  back  to  us  and  said,  'it  is  a  good 
plan,  but  could  you  tell  us  one  thing? 
Exactly  hov^^  much  does  one  kilo  of 
automation  cost?'  "  Yet,  under  Dan- 
ieli direction,  for  the  first  time  a  Sovi- 
et factory  is  producing  steel  of  high 
enough  quality  to  sell  as  tire-reinforc- 
ing cord  in  Western  Europe.  A  small 
triumph,  but  one  of  the  very  few  in- 
dustrial success  stories  that  Gorba- 
chev can  claim. 

The  grateful  Soviets  have  placed  or- 
ders for  an  additional  $300  million  in 
Danieli  equipment,  with  another  $1 
billion  in  orders  set  to  go  ahead  as 
soon  as  they  can  scrape  up  the  hard 
currency.  A  payment  for  work  com- 
pleted last  year  was  eight  months  late 
in  arriving.  "The  Russians  told  us," 
an  exasperated  Cecilia  Danieli  says, 
"that  the  shortage  of  foreign  exchange 
is  temporary  and  will  ease  up  this 
summer." 

Maybe  it  won't,  but  the  Danieli 
company  won't  have  to  shut  down  if 
it  loses  the  Soviet  business.  Danieli 
now  supplies  over  80%  of  the  machin- 
ery used  by  the  small  integrated  U.S. 
steel  companies  that  have  led  the 
turnaround  m  that  industry  Danieli 
supplies  Nucor,  Birmingham  Bolt  Illi- 
nois Steel  Division,  Florida  Steel 
Corp.  and  others. 

With  steady  improvements  in  the 
technology,    the    Danieli    minimills 


can  now  claim  huge  cost  advantages 
over  the  large,  energy-intensive  inte- 
grated steel  mills  like  those  in  the 
Soviet  Union  and  along  the  Allegheny 
River  in  the  U.S.  Both  in  man-hours 
and  in  capital  investment,  minimills 
are  more  than  twice  as  efficient  as 
traditional  steel  mills,  even  at  high 
production  volumes  of  up  to  1.3  mil- 
lion tons  per  year. 

By  Cecilia  Danieli's  reckoning,  the 
fiscal  year  ending  this  month  will  be 
the  company's  best  on  record,  with 
sales  rising  by  40%  or  so,  to  between 
$480  million  and  $540  million.  A  full 
80%  of  its  sales  are  to  customers  out- 


side Italy. 

Danieli  sold  shares  to  the  Italian 
public  in  1984;  they  are  currently 
trading  on  the  Milan  stock  exchange. 
But  Danieli  is  still  managed  very 
much  like  a  family  firm,  with  Cecilia 
Danieli  and  other  family  members 
holding  59%  of  the  shares.  With  earn- 
ings per  share  projected  to  rise  to  over] 
800  lire — about  65  cents — per  share 
this  year,  Danieli  is  selling  at  13  times 
fiscal  1990  earnings.  The  company 
has  no  debt,  and  over  half  its  net  earn- 
ings are  shunted  into  reserves  each 
year  to  cushion  any  falloff  in  orders. 

Danieli  has  now  piled  up  over  $250 


Pizza,  pasta  and  perestroika 


In  the  unlikely  event  you'd  be 
planning  a  visit  to  Sholbin  in  the 
Soviet  republic  of  Byelorussia,  you 
might  want  to  book  ahead  at  the 
town's  only  Italian  restaurant, 
scheduled  to  open  later  this  year.  If 
Danieli  can  fulfill  pledges  made  to 
the  Soviets,  the  restaurant  will 
serve  the  best  pasta  east  of  Trieste. 

After  70-odd  years  of  socialism, 
the  Soviet  Union  is  backward  in 
almost  everything.  The  Soviet 
managers  at  the  steelworks  have 
asked  Danieli  to  transfer  trattoria 
technology  as  well  as  steelmaking 
technology  to  the  culinary  wilder- 
ness 130  miles  from  Minsk. 

The  Soviets  came  up  with  the 
idea  for  the  restaurant  by  observing 
the  dietary  habits  of  the  450  Italian 
workers  in  the  Danieli-built  fac- 
tory making  steel  cord  for  tires. 
These  workers,  being  finicky  Ital- 


ians, refuse  to  eat  the  fatty  sausage 
meat  and  cabbage  served  to  the  So- 
viets at  the  factory.  Instead,  the 
factory  has  a  special  canteen,  serv- 
ing only  Italian  food,  using  ingredi- 
ents trucked  800  miles  from  Italy. 

The  Soviet  officials  at  the  fac- 
tory had  never  before  eaten  genu- 
ine Italian  food,  but  quickly  saw. 
the  possibilities.  Danieli  agreed  to 
provide  plans  for  the  restaurant, 
some  kitchen  equipment  and 
training  for  some  Soviet  chefs. 

This  won't  be  Danieli's  first  res- 
taurant venture.  At  a  Danicli-built 
factory  in  the  Ukraine,  where  820 
Italian  workers  developed  big  appe- 
tites, a  pizzeria  catered  to  their 
needs.  With  over  40  tables,  and  a 
pizza  selling  for  about  $2  (hard  cur- 
rency only),  the  place  became  the 
hottest  spot  in  the  town  of  Sumy, 
250  miles  east  of  Kiev.— P.F. 
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AN  EVENTFUL  YEAR 


Consolidated  balance  sheet 
8.8%  to  over  DM  154  billion 
Issued  bonds  outstanding:  +10.4%  to 
more  than  DM  57  billion 
•  Lending  volume  expanded  to  over  DM  95 
billion 

Equity  capital:  DM  3.3  billion 
Own  bonds  rated  AAA  and  Aaa 


Head  Office;  Brienner  Str.  20. 
8000  Munchen  2.  Tel.:  (89) 
2171-01,   Telex:    5286270, 
Telefax:    (89)    21713579. 
Branches:      London,     Tel.: 
247  0056,   New  York,  Tel.: 
310-9800;   Singapore,  Tel.; 
22  69  25.  Subsidiary;  Baye- 
rische     Landcsbank     Inter- 
national S.A.,  Luxembourg, 
Tel.;    47  5911-1.    Represen- 
tative Offices:  Tokyo,  Tel.;  287- 
0135;    Toronto,   Tel.;    862- 
8840;  Paris,  Tel.:  40671929; 
Vienna,     Tel.:      5353H1; 
Johannesburg,  Tel.:  8381613. 
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Bayerische  Landesbank 

^r  Advanced  Banking  -  Bavarian  Style 
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A  Danieli  steel  casting  machine 
Supplying  Russians  and  Americans. 

million  in  cash  and  equivalent,  75% 
of  its  market  capitalization.  But  the 
boss  isn't  tempted,  as  many  American 
managers  would  be,  to  blow  the  cash 
on  instant  diversification.  Danieli  is 
expanding  into  new  areas,  including 
aluminum  manufacturing — but  slow- 
ly, deliberately.  Last  year  the  compa- 
ny won  an  $18  million  contract  to 
supply  milling  equipment  to  Tele- 
dyne,  the  dominant  producer  of  spe- 
cial alloys  for  the  U.S.  aerospace  in- 
dustry. Danieli  also  recently  made  its 
first  acquisition,  taking  over  a  Swed- 
ish competitor,  Morgardshamar  A.B. 

"I  pay  no  real  attention  to  that 
money,"  says  Danieli,  in  her  delicate- 
ly accented  but  flawless  English,  "the 
only  thing  that  matters  is  to  go  on 
improving  the  [aftertax)  profit  margin 
in  the  operating  business."  This 
reached  10%  last  fiscal  year,  with  re- 
turn on  equity  at  an  impressive  27%. 

How  did  a  woman  come  to  head  a 
technologically  advanced  company  in 
what  is  still  a  quite  patriarchal  soci- 
ety? In  part  because  Luigi  Danieli  had 
no  sons — and  Cecilia  was  the  only 
one  among  his  four  daughters  who 
wanted  to  work  in  the  family  busi- 
ness. After  getting  an  economics  de- 
gree from  the  University  of  Trieste, 
she  took  over  the  finance  department 
in  1977  and  then  succeeded  her  father 
as  managing  director  in  1980,  just  as 
demand  for  Danieli's  machinery  was 
taking  off.  Luigi  Danieli,  now  75  and 
his  eyesight  failing,  still  lives  just 
across  the  road  from  the  factory — as 
does  Cecilia  Danieli— but  he  spends 
little  time  on  company  matters. 

Cecilia  Danieli  is  impatient  with 
questions  about  whether  her  gender 
made  her  job  more  difficult.  "Being  a 
woman  made  it  no  harder,"  she  says. 
"The  difficult  thing  is  being  a  good 
manager."  End  of  discussion.  ■ 


Gail  Wilensky  will  have  a  lot  to  say  abou\ 
President  Bush's  policies  on  health  carefot 
the  elderly  and  uninsured.  Simply  ivritin^ 
bigger  checks  is  not  the  answer,  she  says. 

< 

Some  modest 
proposals 


By  Janet  Novack 


AT  46,  Gail  Wilensky  begins  each 
day  at  6:30  a.m.  with  an  hour  of 
k  exercise.  Vigorous  stuff.  "It 
lets  me  cope  with  the  stress  I'm  under 
far  more  effectively  than  anything 
else  I  can  do,"  says  Wilensky.  Stress 
she  has  plenty  of  in  her  regular  13- 
hour  workday. 

Part  of  that  stress  comes  from  bal- 
ancing the  often  conflicting  demands 
of  influential  medical  lobbyists. 
White  House  budget  watchers.  Con- 
gress and  her  own  federal  bureaucra- 
cy. As  head  of  the  Health  Care  Financ- 
ing Administration,  she  is  supervising 
the  spending  of  $137  billion  in  federal 
funds  this  year  on  the  55  million  el- 
derly and  poor  Americans  covered  by 
Medicare  and  Medicaid. 

More  than  that,  Wilensky  is  vice 
chairman  of  President  Bush's  task 
force  on  health  care  reform.  This  com- 
mittee will  make  recommendations 
to  the  President  by  year's  end  on  two 
key  issues:  how  the  elderly  should  pay 
for  nursing  home  care  and  what 
should  be  done  to  help  the  estimated 
31  million  nonelderly  Americans 
without  any  health  insurance. 

Wilensky  is  widely  seen  as  a  leading 
voice  on  the  task  force — she  has  20 
years  of  experience,  in  and  out  of  gov- 
ernment, as  an  economist  specializ- 
ing in  health  care  issues.  As  befits  a 
Bush  appointee,  she  does  not  believe 
that  writing  big  government  checks  is 
the  answer  to  all  the  nation's  health 
care  problems. 

Wilensky,  for  example,  is  profound- 
ly skeptical  of  a  big  new  government 
spending  program  proposed  in  March 
by  the  congressional  commission 
named  for  the  late  Representative 
Claude  Pepper.  That  program  would 
entitle  all  Americans,  rich  and  poor, 


to  three  months  of  nursing  home  care 
plus  home  health  care,  saddling  tax 
payers  with  what  the  Pepper  Com 
mission  estimates  is  a  $43  billion  an 
nual  bill.  (Wilensky  fears  it  woul 
cost  even  more.) 

She  says  flatly  that  a  new  nursin 
home/home  health  care  program  cov 
ering  all  the  elderly  is  unnecessary 
She  says  that  about  40%  of  the  cui 
rent  elderly  and  far  more 
of  the  future  elderly  can 
finance  their  own  care, 
in  part  through  the 
emerging  market  for  pri- 
vate long-term  care  in- 
surance. "I  don't  under- 
stand the  justification 
for  transferring  money 
from  the  working  popu- 
lation to  those  who 
don't  need  it.  Those  el- 
derly who  need  support 
are  a  whole  different  is- 
sue," she  says. 

As  for  younger  people 
who  lack  health  insur- 
ance, the  Pepper  Com- 
mission endorsed  a  plan 
that  would  eventually 
force  all  employers  to 
pay  for  insurance.  Wi- 
lensky favors  a  policy 
that  "fills  the  gaps" 
without  forcing  employ- 
ers to  offer  insurance. 
She  realizes  that  some 
businesses  could  not  af- 
ford It  and  would  have  to 
lay  off  workers.  Wi- 
lensky thinks  small  em- 
ployers could  be  encour- 
aged to  cover  more  ot 
their  workers  through 
the  creation  of  (possibly 
subsidized)  insurance 
pools  and  a  shift  in  tax 
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blicy.  She  would,  for  instance,  in- 
Irease,  from  25%  of  a  policy's  cost  to 
100%,  the  tax  deduction  for  the  self- 
Imployed  and  unincorporated  busi- 
esses  that  buy  insurance.  Mean- 
i'hile,  the  poor  who  aren't  now  con- 
idered  poor  enough  for  free  Medicaid 
ould  pay  a  small  premium  to  join  the 
/stem.  And  the  one  person  in  200 
rho  can't  get  insurance  because  of 
xisting  health  problems  would  be  of- 
ired  subsidized  insurance. 

Wilensky  acknowledges  that  feder- 
1  attempts  to  control  hospital  costs 
aven't  really  done  the  job.  Yes,  Medi- 
are's  limits  on  what  it  pays  hospitals 
lave  squeezed  out  some  of  the  fat  and 
aved  Medicare  money.  But  she  ad- 
aits  that,  faced  with  Medicare  limits, 
ome  hospitals  have  just  jacked  up 
heir  bills  to  other  patients  rather 
ban  becoming  more  efficient.  The 
American  Hospital  Association,  for 
xample,  estimates  that  private 
lusiness'  hospital  bills  are  "marked 
ip  nearly  20%"  to  cover  costs  shifted 
rom  Medicare,  Medicaid  and  unin- 
ured  patients.  In  short,  the  medical 
are  system  has  become  yet  another 
ngine — and  an  inefficient  one  at 
hat — for  wealth  redistribution. 

Wilensky  is  beginning   to   imple- 
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411  of  the  elderly  don't  need  nursing  subsidies 


ment  a  new,  congrcssionally  mandat- 
ed bid  to  control  doctors'  fees,  her 
agency's  fastest-rising  cost,  and  also 
to  redistribute  money  from  specialists 
to  general  practitioners.  Payments  for 
some  procedures  such  as  cataract  re- 
movals and  pacemaker  insertions  will 
be  cut,  by  up  to  15%  this  year  alone. 
Following  the  hospitals'  example, 
some  physicians  will  try  to  compen- 
sate by  boosting  private  patient  rates. 
Wilensky  expects  some  big  employers 
and  insurance  companies  to  fight 
back  by  adopting  the  same  fee  restric- 
tions as  Medicare.  She  also  expects 
them  to  increase  the  use  of  health 
maintenance  organizations  and  so- 
called  "preferred  provider"  schemes 
in  which  employees  see  only  doctors 
who  have  agreed  to  reasonable  rates. 
Wilensky  is  a  believer  in  such 
"managed  care"  approaches,  but  ac- 
knowledges that  at  best  they  will 
merely  slow  the  growth  in  the  cost  of 
health  care,  which  has  swollen  from 
9.1%  of  the  gross  national  product  in 
1980  to  an  expected  11.5%  this  year. 
What  about  the  latest  great  hope  for 
cost-cutting:  so-called  "outcomes  re- 
search"? The  idea  is  to  study  the  ef- 
fectiveness of  various  medical  proce- 
dures used  to  treat  everything  from 
heart  disease  to  back 
pain  and  to  eliminate 
procedures  in  those  cir- 
cumstances where  they 
don't  help.  In  many 
cases,  doctors  have 
shockingly  poor  data  on 
what  works.  Early  out- 
comes studies  have  led 
experts  to  conclude  that 
perhaps  25%  of  the  na- 
tion's health  care  bill  is 
for  inappropriate  proce- 
dures, so  politicians 
have  rushed  to  fund  out- 
comes research. 

Wilensky  expects  that 
outcomes  research  will 
improve  health  care,  but 
is  doubtful  that  it  will 
cut  costs  by  more  than 
5%  to  10%.  One  reason, 
she  says,  is  that  the  re- 
search may  turn  up  cases 
where  expensive  proce- 
dures should  be  done 
and  aren't.  Another  rea- 
son: "When  you  don't  do 
a  heart  bypass  operation, 
the  chances  are  that 
you're  not  going  to  do 
nothing.  It  may  be  that 
you  do  a  different 
[cheaper]  procedure.  And 
what  happens  a  year  or 
two  down  the  road?  You 
may  do  bypass  then."  ■ 
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m  Computers/ 
Communications 


While  the  PC  business  remains  slow,  one 
segment  is  booming:  mail-order  cheapies. 
Ifs  a  business  where  the  atmosphere  is  shrill 
pitch  rather  than  high  tech. 


Bargain-hunting 


By  Seth  Lubove 
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Northf^ate  Computer's  Art  Lax 

:ere  at  home 

"I feel  like 

a  protector  of 

the  people  from  these  charlatans." 

Tl  HE  MAIL-ORDER  computcr  busi- 
ness  is  a  jungle.  Open  up  a  com- 
puter magazine — if  you  can  lift ' 
one — and  you'll  see  one  advertise- 
ment after  another,  all  virtually  the 
same.  The  computers  look  pretty 
much  alike,  and  so  do  the  cut-rate 
prices,  toll-free  ordering  and  repair 
services.  The  bible  of  the  mail-order 
computer  industry  is  Ziff-Davis'  Com- 
puter Shopper.  A  recent  issue  weighed 
in  at  more  than  800  pages,  and  the 
monthly  is  grov^ing  at  better  than 
30%  a  year.  So  explosive  is  this  busi- 
ness that  Ziff  is  launching  a  new^  pub- 
lication to  offer  advice  on  how  to  buy 
the  stuff  sold  in  Computer  S/x)pper. 

More  confusing  for  consumers  is 
the  undeniable  fact  that  mail-order 
computer  houses  often  exaggerate  the 
claims  for  their  goods.  Of  the  count- 
less instances  of  this,  perhaps  one  of 
the  more  famous  was  the  time  two 
years  ago  when  mail-order  leader  Dell 
Computer  Corp.  was  discovered  to  be 
shipping  to  computer  magazine  re- 
viewers machines  that  ran  faster  than 
the  ones  that  some  customers  got. 
Computer  doners  love  to  advertise  all 
the  awards  they  get  from  computcr 
magazme  editors,  and  it  seems  they 
will  do  almost  anything  to  get  a  good 
review.  When  confronted,  Dell  said 
that  the  discrepancy  was  due  to  a 
"bug"  in  the  system. 

The  man  who  exposed  the  Dell  pro- 
motion is  Arthur  B.  Lazere,  58,  a 
bearded,  bearlike  entrepreneur  who 
says  he  is  dedicating  his  career  to 
helping  the  hapless  computer  con- 
sumer avoid  being  ripped  off.  Oh,  and 
by  the  way,  Lazere  wants  to  sell  you  a 
computer,  too.  He  is  cofounder  and 
chairman  of  Northgatc  Computcr 
Systems,  Inc.,  in  the  Minneapolis  sub- 
urb of  Plymouth.  Northgatc  is  one  of 
the  fastest-growing  cloncmakcrs 
around.  "I  kind  of  feel  Hkc  a  protector 
of  the  people  from  these  charlatans," 
he  says,  referring  to  his  competitors. 

You  may  have  read  about  softness 
in  demand  for  personal  computers. 
Not  in  the  mail-order  side  of  the  busi- 
ness. This  segment  should  almost 
double  from  1988,  to  $1.4  billion  in 
1990,  at  a  time  when  walk-in  retailers 
like  Businessland  arc  posting  losses. 
The  mail-order  computer  business 
has  grown  so  fast  that  if  you  can  )ust 
get  noticed,  you  can  make  money. 
One  of  the  surest  ways  to  get  noticed 
in  the  I'c:  clone  trade  is  to  bad-mouth 
your  competition.  Nobody  does  this 
quite  as  flamboyantly  as  Art  Lazere. 

Lazere  is  no  Steve  Jobs,  but  he 
doesn't  need  to  be  technically  astute. 
What  he  does  know  is  how  to  sell.  He 
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learned  his  technique  by  hawking 
synthetic  hairpieces.  He  has  also  sold 
frozen  pizza  shells  to  the  Japanese  and 
written  advertising  copy  for  hearing 
aids.  "I've  marketed  everything  from 
hair  tonic  to  army  boots,"  says  Lazere 
before  climbing  out  of  his  Mercedes 
560SEL  sedan  to  show  off  his  art-filled 
contemporary  house.  "It  doesn't  mat- 
ter what  you  sell  if  you  sell  it  good," 
he  says. 

Northgate's  ads,  many  written  by 
Lazere  himself,  frequently  pan  com- 
petitors. Northgate  criticizes  ibm  for 
poorly  designed  keyboards  and  Dell 
for  charging  more  money  for  less  pow- 
erful machines.  An  ad  last  year  fea- 
tured a  pair  of  hands  cutting  a  slab  of 
baloney.  The  implication:  That's 
what  you'll  get  from  these  other  guys. 
It  works  for  Lazere.  Privately  held 
Northgate  eamed  $2  million  on  sales 
of  $1 12  million  last  year.  First-quarter 
eamings  of  $2.2  million — on  sales 
that  are  running  at  a  $200-million-a- 
year  rate — have  already  surpassed  all 
of  last  year's.  Today,  a  Northgate  33- 
megahertz  80386-based  personal  com- 
puter with  a  200-megabyte  hard-disk 
drive  and  nec  14-inch  monitor  is 
$5,299,  one-third  to  half  the  price  of  a 
similar  ibm  or  Compaq  model.  The 
Northgate  machines  are  assembled  in 
Minnesota  with  parts  supplied  by  out- 
"side  vendors. 

Lazere  came  to  his  latest  venture  in 
1985  after  investing  with  his  wife  in  a 
California  computer  parts  importer. 
The  importer's  principal  left,  and,  to 
salvage  his  investment,  Lazere  began 
to  sell  computers  through  the  mail  at 
rock-bottom  prices.  He  explains:  "We 
bought  a  third  of  a  page  ad  in  PC  Week 
advertising  a  clone  for  $995  that  in- 
cluded an  Intel  8088  chip,  a  10-mega- 
byte  hard  drive,  a  monitor,  640K 
memory  and  a  keyboard.  The  phones 
started  ringing,  and  never  quit." 

How  did  Lazere  learn  about  com- 
puters? When  he  found  his  vice  presi- 
dent of  research  and  development, 
Robert  Ryks,  behind  the  counter  at  a 
B.  Dalton  software  store.  "He  was  an 
owly  looking  kid  with  a  soupbowl 
haircut  and  glasses,  working  as  a  part- 
time  clerk,"  says  Lazere.  "I  asked  him 
if  he  knew  anything  about  compu- 
ters." Ryks  certainly  did.  He  had  built 
his  own  computer  when  he  was  6. 
Ryks  turned  out  to  be  a  mediocre 
salesman  but  in  his  spare  time  fixed 
Northgate's  defective  machines.  Now 
he  designs  them  and  finds  the  parts. 

What's  special  about  Northgate's 
computers?  Mostly,  their  low  prices. 
The  leading  manufacturers  have  fat 
gross  profit  margins,  leaving  plenty  of 
room  for  a  discounter.  Compaq,  for 
example,    marks    its    manufacturing 
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costs  up  68%  to  arrive  at  a  wholesale 
selling  price.  Apple  sells  for  double  its 
manufacturing  cost.  For  that  the  buy- 
er gets  a  lot  of  service  and  support, 
manuals  and  repair  warranties.  Tech- 
ie  buyers,  the  ones  with  a  screwdriver 
and  a  bag  of  memory  chips  in  their 
pocket,  don't  need  all  that  expensive 
hand-holding.  If  something  goes 
wrong  they  can  often  fix  it  themselves. 

Lazere  has  also  been  able  to  create 
some  sizzle.  He  takes  credit  for  the 
design  of  a  keyboard — with  function 
keys  on  the  left  instead  of  across  the 
top — that  has  an  almost  cultish  fol- 
lowing among  serious  computer 
jocks.  One  fan  is  abc  White  House 
correspondent  and  part-time  comput- 
er columnist  Brit  Hume. 

Lazere  has  also  set  himself  apart  by 
resorting  to  some  of  the  same  gim- 
micks he  criticizes  others  for.  He 
jumped  the  gun  in  ads  announcing 
that  Northgate  computers  would  be 
repaired  by  the  nationwide  service 
arm  of  Bell  Atlantic  before  Northgate 


had  even  signed  a  contract  for  the 
service.  Another  time,  Northgate  sent 
a  computer  to  reviewers  at  PC  Maga- 
zine with  a  power  supply  that  was 
almost  twice  as  powerful  as  the  one 
that  was  eventually  sold  to  the  public, 
resulting  in  a  more  versatile  machine. 

These  days,  Lazere  loves  trading  in- 
sults with  his  crosstown  archrival, 
publicly  held  Zeos  International,  Ltd. 
When  Lazere  first  moved  Northgate 
to  Minneapolis,  Zeos  was  his  contract 
electronic  assembler.  But  Lazere  was 
never  happy  with  the  service  he  re- 
ceived from  Zeos.  Problems,  he  says, 
included  missing  parts,  broken  ma- 
chines and  customer  complaints. 
Zeos  says  the  parts  were  shoddy.  Fi- 
nally, early  one  morning  Lazere 
showed  up  at  Zeos'  loading  dock  with 
two  18- wheelers,  packed  his  inven- 
tory into  the  trucks  and  drove  across 
town  to  his  own  plant.  A  few  months 
later  Zeos  brought  out  its  own  clones 
and  last  year  sold  $37  million  worth. 

Zeos  was  founded  by  Greg  Herrick, 


Greg  Herrick  of  Zeos 

Industrial  espionage.  Keystone  Cops-style. 
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38,  a  former  cookbook  salesman  for 
Meredith  Corp.  He  got  into  electron- 
ics to  assemble  a  device  he  invented 
that  lets  real  estate  agents  broadcast  a 
sales  pitch  to  passing  motorists  from 
houses  for  sale.  Herrick  works  out  of  a 
paper-strewn,  windowless  office  with 
cement  floors  and  drives  a  Hyundai, 
although  his  53%  stake  in  Zeos  is 


worth  $25  million. 

The  two  companies  engage  in  a 
brand  of  industrial  espionage  that  is 
right  out  of  the  Keystone  Cops.  Last 
year  Lazere  anonymously  called  a 
Zeos  sales  rep  from  his  office  to  check 
out  Zeos  product  and  pricing  informa- 
tion. But  with  several  underlings  in 
his  office,  Lazare  couldn't  restrain 
himself  from  putting  on  a  show — 
while  on  the  speakerphone.  The 
founder  of  Northgate  began  berating 
the  cheerful  Zeos  salesman,  then, 
turning  to  his  audience,  forgot  to  dis- 


cormect  the  speakerphone.  He  then 
proceeded  to  ruminate  about  business 
plans  for  the  next  half-hour,  much  to 
the  amusement  of  a  crowd  of  eager 
listeners  gathered  around  a  speaker-, 
phone  at  Zeos. 

That,  at  any  rate,  is  Zeos'  version. 
"Baloney,"  Lazere  snorts. 

Meanwhile,  the  toll-free  order  lines 
keep  ringing.  Business  is  running 
about  double  the  rate  of  a  year  ago  at 
Zeos  and  Northgate.  Americans  sure 
love  a  bargain — or  even  the  promise  of 
a  bargain.  ■ 


Noise-free  compact  discs  have  spoiled  mod- 
ern ears.  Luckily,  cheap  desktop  computers 
with  sound  processing  chips  and  special- 
ized software  are  making  it  easier  to  clean 
up  noisy  sound  tracks. 

Out,  out 
damn  spike! 


By  Julie  PitU 


Tl  o  EDIT  THE  sound  track  on 
ABc's  Wide  World  of  Sports,  post- 
production  editor  James 
Howarth  sits  before  a  personal  com- 
puter, staring  at  pictures  of  a  squiggly 
sound  wave.  He  makes  changes  in  the 
sound  track  by  retouching  this  wave. 
He  dampens  high-decibel  spikes 
in  the  wave  to  get  rid  of  unwant- 
ed noise.  He  stretches  or  com- 
presses the  wave  to  synchronize 
action  to  sound. 

Not  so  long  ago,  sound  edit- 
ing involved  cutting  and  pasting 
pieces  of  'A-inch  magnetic  tape. 
An  engineer  could  slice  and 
splice  to  create  up  to  15  or  20 
different  versions  of  a  sound 
track  before  achieving  the  right 
mix.  But  thanks  to  advances  in 
digital  storage  and  to  chips  that 
can  quickly  process  vast 
amounts  of  audio  information, 
sound  editors  can  retire  their 
glue  pots  in  favor  of  a  far  more 
powerful  tool.  Think  of  this  dig- 
ital technology  as  a  kind  of  word 
processing  for  recording  engi- 
neers where  the  words  are 
sounds. 

As  ABc's  Jamie  Howarth  sits 
at  his  Macintosh,  he  can  look  at 


a  continuous  waveform  of  the  Wide 
World  of  Sports  sound  track.  The  wave 
is  a  graph  of  the  amplitude — the  vol- 
ume level — of  the  sound  track  over 
time.  A  zoom  feature  either  lets  him 
look  at  a  relatively  long  segment  of 
sound  in  one  screen,  say,  30  seconds 
at  a  time,  or  lets  him  zoom  m  on  a 
tiny  fraction  of  this  segment.  Then  he 


Anthony  A^nello  of  Ariel 

Electronic  toolmfor  mound  edUorm. 


can  "edit"  the  wave  the  way  an  editor 
manipulates  words  on  a  computer. 

A  sound  editor  can  "define"  and 
label  parts  of  the  wave  to  create  a 
directory  of  audio  elements.  Elements 
might  consist  of  a  recurring  musical 
motif  or  the  sound  of  a  basketball 
being  dribbled.  One  can  search  for  cer- 
tain unwanted  things  like  high-  or 
low-frequency  spikes  that  are  charac- 
teristic of  problems  in  a  recording — 
electronic  typos,  if  you  will. 

The  mathematics  of  digital  editing 
was  well  understood  by  the  1950s.  But 
the  concepts  lay  largely  dormant  until 
the  recent  development  of  semicon- 
ductor chips  cheap  enough  and  fast 
enough  to  handle  the  enormous  quan- 
tity of  calculations  needed  to  pick 
apart  a  sound  wave.  Another  boost  to 
the  digital  editing  business  has  come 
from  the  commercial  success  of  digi- 
tal sound  on  compact  discs. 

Howarth's  Apple  Macintosh  is 
equipped  with  three  special  chips. 
One  converts  a  sound  wave  into  a 
stream  of  digital  bits.  The  sound  wave 
is  "sampled" — that  is,  measured  in 
j^jg  amplitude — 44,100  times  a  sec- 
ond. Those  measurements  are 
stored  as  binary  numbers.  A  sec- 
ond chip,  called  a  digital  signal 
processor,  performs  the  mathe- 
matical calculations  that  allow 
the  sound  wave  to  be  manipu- 
lated. The  third  converts  the 
digital  bits  back  into  analog 
waves  that  arc  fed  to  a  loud- 
speaker. 

To  achieve  the  audio  quality 
of  a  stereo  compact  disc  re- 
quires a  staggering  10  mega- 
bytes of  storage — that's  KO  mil- 
lion binary  digits — for  every 
minute  of  music.  Not  only 
must  the  computer  be  able  to 
mathematically  manipulate 
this  huge  volume  of  informa- 
tion, but  It  must  also  be  able  to 
move  it  in  and  out  of  memory  at 
enormous  speeds. 

Digidesign  Inc.,  a  Mcnlo  Park, 
Calif,  company  founded  in  1984 
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Std 


Whichcompiiteris 
themostpCM^? 


Okay  so  ills  a  trick  question.  But  the  right  answer  could 
e  worth  millions  to  you  and  your  organization. 

The  average  computer  company  would  have  you  believe 
lat  )w  can  measure  the  power  of  their  computers  purely  in 
nachine  terms.  Like  megahertz  or  MIPS. 

At  Apple,  we  see  things  differently  A  personal  computer 
an't  do  anything  by  itself.  And  a  computer  that  people  can't— 
IT  won't — use  doesn't  really  have  any  power  at  all. 

Just  think  of  aU  the  PCs  you've  seen  like  the  computer 
)n  the  left,  sitting  idle  most  of  the  time. 

Macintoslf  personal  computers,  on  the  other  hand,  can 
ilmost  always  be  found  like  the  computer  on  the  right.  With 
luman  beings  attached.  Hour  after  hour  Day  after  day  Year  in 
ind  year  out  Helping  people  do  almost  everything  they  do 
iiving  people  the  kind  of  power  you  can  measure  in  results. 

A  recent  survey  of  people  who  use  iMacintosh  and  people 


who  use  the  other  leading  personal  computer  system  in  Fortune 
1000  corporations  helps  explain  why:  Macintosh  was  rated 
22%  higher  for  user  enjoyment.  Which,  in  turn,  helps  account  for 
why  information  systems  managers  in  those  companies  rated 
Macintosh  22%  higher  for  overall  satisfaction  and  a  remarkable 
42%  higher  for  user  productivity 

So  before  you  spend  another  dime  on  personal  compu- 
ters, invest  a  few  minutes  in  a  system  that  lets  you  measure  its 
power  by  the  only  benchmark  that  really  matters:  the  perfor- 
mance of  the  people  who  use  it.  For  your  nearest  authorized 
Apple  reseller,  call  1-800-538-9696,  ext.800. 

Then  you'll  know  why  Macintosh  is  the  most  powerfiil 
personal  computer  you  can  buy  today 

The  computer  people  actually  use. 

The  power  to  be  your  best™  H^, 


So.  ur  duint  amduci  :tx  sunvy  fMneives.  That  umiidnt  he  fair  The  199^)  !itiMi\'  um  conducted  by  Dutf^iostic  Research,  Inc..  amow^  Fortune  Wfi  MIS  managen 
'iJmm^utbMaanlcAandMSD(SsytemiCaUtmdutMvruiyouacofy©l990Apl)leC(miputerlncAfpk^ 

HinsKyitbandfanatSerra'W.iMcharertgstmdtradeinarlisofTme.lrKMSDOSa 


Rosemary  Woods  didnt  have  one  of  these 


In  this  Macintosh  screen  provided  by  Digidesign,  a  sound  engineer 
removes  a  cough  from  a  voice  recording.  At  left  are  the  two  stereo  tracks 
of  sound  shown  as  waves  that  chart  the  recording's  percentage  of  maxi- 
mum amplitude  over  time — in  this  case,  eight-tenths  of  a  second.  The 
cough  lies  between  the  words  "This"  and  "year,"  and  is  easily  recogniz- 
able by  its  amplitude  spike.  Using  a  mouse,  the  engineer  defines  and 
deletes  the  cough,  replacing  it  with  a  third  of  a  second  of  silence. 


Sound  editor  Jamie  flowartb  at  the  Macintosh 

Dampen  a  high-decibel  spike  here,  stretch  a  loave  there. 


Comp/Comm 


by  Peter  Gotcher  and  Evan  Broofo 
two  musicians  turned  compute 
nerds,  is  one  of  the  firms  getting  int 
the  digital  editing  business.  It  sell 
both  the  hardware  and  software  need 
ed  to  let  Jamie  Howarth  edit  sound  fc 

ABC-TV. 

You  don't  have  to  know  mud 
about  sound  waves  to  edit  a  souni 
track.  Sonic  Solutions,  a  San  Francis 
CO  company,  was  recently  asked  t 
remove  a  crackle  in  the  sound  track  c 
the  Trace}'  Ullman  Show  created  by 
malfunctioning  microphone.  Using 
Macintosh  and  its  own  sound  cleanui 
software,  Sonic  turned  down  the  vol 
ume  level  of  the  crackle  by  12  deci 
bels.  The  crackle  appeared  as  shar 
vertical  spikes  in  the  sound  wave.  T 
clean  up,  a  Sonic  sound  engineer  de 
fined  the  spikes  with  a  mouse  and  th 
computer  redrew  them  at  a  lowe 
decibel  level. 

Similarly,  Sonic  Solutions  ha 
helped  record  producers  restore  ol 
jazz  recordings  for  reissue,  removin 
pops  and  clicks  created  by  defects  i 
the  vinyl.  The  computer  can  search 
sound  wave  for  defined  noise  lik 
pops  and  clicks,  and  redraw  the  wav 
to  match  the  sound  that  comes  befor 
and  after  the  noise. 

Computer  users  outside  the  record 
ing  industry  have  adopted  the  tech 
nology,  too.  Researchers  at  at&.t' 
Bell  Laboratories,  for  instance,  hav 
used  a  Next  computer  to  diagnos 
hearing  defects  in  children.  Using 
special  digital  microphone,  research 
ers  can  record  inaudible  emissions  tb 
human  ear  makes  in  response  to  audi* 
stimuli.  A  healthy  ear  will  emit 
delayed  tone  at  one-thousandth  th 
amplitude  of  the  sound  sent  into  th 
ear  canal.  Any  deviation  from  tha 
equation  indicates  a  hearing  loss. 

The  Bell  Labs  system  uses  a  supei 
sensitive  digital  microphone  an 
sound  manipulation  software  fron 
Ariel  Corp.,  a  tiny  Highland  Park 
N.J.  startup.  The  Ariel  microphon 
performs  the  analog-to-digital  con 
version  to  avoid  distortion  in  tran."- 
mitting  a  weak  signal  over  wirc^ 
Explains  Ariel  president  Anthon 
Agncllo:  "There's  a  tremendous  bci 
efit  in  doing  the  conversion  at  th 
source  of  the  sound." 

The  point  of  music  recording  one 
was  to  capture  a  performance,  wart 
and  all.  Today's  listener  doesn't  wan 
warts.  Leave  it  to  the  computer  jock 
to  come  up  with  a  better  way  to  an 
brush  them  out.  ■ 
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Introducing  the  telecommunications 
management  report  so  advanced 


it  deserves  the  v^orld^s  most 
advanced  demonstration. 


Call,  fax  or  send  for  your  free  demonstration  disk. 


If  you're  tired  of  sifting  through  endless  phone  bills  from  all  your 
locations,  you  need  MCI  Portfolio.'" 

Our  free  demonstration  disk  shows  why  Portfolio  is  the  most  compre- 
hensive telecommunications  management  report  available  today 

Portfolio  integrates  the  information  you  need  from  a  wide  range  of 
MCI'  services  and  from  all  your  locations  into  a  single,  concise  report.  It 
lets  you  develop*  a  completely  individualized  reporting  format  that  mirrors 
your  company's  structure.  Now  you  can  tailor  your  report  to  meet  corpo- 
rate, divisional  and  branch  office  needs.  

See  why  better  telecommunications  reporting 
means  better  cost  control  for  your  whole  company 

CaU  l-«>0-765-0088.  Cax  tSOO-JSM^^ 


I  □  Yes!  Please  send  me  my  free  MCI  Portfolio 
demonstration  disl<. 


MCI 

Let  US  show  you! 


Name- 


(Please  Print) 


Address- 


City 

Business  Phone  Number  L. 


State- 


Zip- 


Average  monthly  phone  bill 

Mail  to:  MCI  PORTFOLIO  DISK,  230  Schilling  Plaza  South 
I  3rd  Floor,  Hunt  Valley  Maryland  21031  l 

©  MCI  Communications  Corporation.  1990. 


Computer  Ventures 


Commentary  by  Richard  A.  Shaffer 


APPLE'S  A  BUT 


Even  before  the  May  announcement 
of  Windows  3.0,  everyone  with  any 
interest  in  personal  computing  al- 
ready had  heard  about  this  new  soft- 
ware from  Microsoft.  Everyone 
knows  that  with  Windows,  other 
brands  of  desktop  computers  will  be 
just  as  easy  to  use  as  the  Apple 
Macintosh  and  that,  therefore,  Ap- 
ple is  in  trouble.  When  everyone 
agrees  about  anything,  however, 
something  important  is  probably 
being  overlooked.  And  that's  the 
case  with  Windows. 

Although  the  new  version  of  Win- 
dows was  supposedly  a  secret,  Mi- 
crosoft had  been  quietly  showing  it 
to  large  corporate  customers  and 
other  software  companies.  Each  of 
those  industry  insiders  must  have 
talked  to  at  least  one  friend,  and  all 
that  talking  helped  knock  down  the 
price  of  Apple  shares. 

The  excitement  is  warranted. 
Windows  is  an  excellent  program. 
After  six  years  of  trying  (there  have 
been  several  earlier  versions),  Mi- 
crosoft seems  at  last  to  have  got  it 
right.  Windows  is  one  of  the  most 
important  desktop  programs  in  at 
least  two  years,  and  some  enthusi- 
asts regard  it  as  the  most  important 
computer  product  since  the  Macin- 
tosh itself.  Apple,  however,  is  not 
without  resources,  and  if  it  makes 
the  right  moves  soon  enough,  those 
who  know  what  they  are  seeing 
could  profit  by  buying  the  compa- 
ny's shares. 

In  the  interim,  Wall  Street  will  be 
watching  from  the  sidelines.  Few 
investment  professionals  are  rec- 
ommending Apple  stock,  and  those 
opinions  probably  won't  change  un- 
til the  company's  fiscal  year  is  over 
in  September.  Apple  has  said  that 
its  growth  will  be  slow  m  the  fiscal 
second  half.  In  the  education  mar- 
ket, Apple  is  under  attack  from  ibm 
and  Tandy  as  the  venerable  Apple  II, 
which  dominates  the  schools,  ap- 
proaches the  end  of  its  life.  At  a 
time  when  sales  of  portable  com- 
puters are  rising  rapidly,  sales  of  the 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting  company 
in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


portable  Macintosh  are  below  the 
company's  expectations.  The  new 
Apple  operating  system.  System 
7.0,  will  be  several  months  late. 
Then  there  is  Windows,  which  pre- 
sents the  most  serious  outside 
threat  that  Apple  has  faced  in  years 
because  it  does  more  than  make 
other,  less  expensive  personal  com- 
puters look  like  Macs.  It  makes 
them  look  better. 

Consequently,  Apple  shares, 
which  had  been  as  high  as  50  last 
year,  have  been  trading  for  most  of 
this  year  in  the  low  30s  and  40s, 
with  a  price/earnings  multiple  of 
10.  That  compares  with  p/es  of  17 
for  IBM,  16  for  Digital  Equipment 
and  13  for  Compaq. 

I  believe,  however,  that  Apple  can 
regain  investor  favor  and  raise  its 
multiple  by  revamping  its  prices 
and  products  and  by  marketing  the 
advantages  it  still  has. 

True,  the  greater  popularity  of 
IBM-compatible  machines  helps 
drive  down  the  cost  of  parts  for 
them,  which,  in  turn,  lowers  the 
price  of  pcs  relative  to  Macs.  The 
Macintosh,  however,  also  has  many 
electronic  parts  in  common  with 
computers  that  aren't  made  by  Ap- 
ple— microprocessors,  memory  cir- 
cuits and  disk  drives,  to  name  the 
three  most  important.  As  a  conse- 
quence, I  doubt  that  the  cost  of  parts 
is  very  different  at  Apple  than  at 
IBM,  Compaq,  Sun  Microsystems  or 
other  apostles  of  so-called  industry 
standards. 

Also,  Apple's  new  systems  soft- 
ware will  set  the  stage  for  new 
hardware  next  year  that  could  en- 
able the  company  to  maintain  its 
share  of  the  market.  Apple's  micro- 
processor supplier.  Motorola,  has 
more  than  enough  power  in  its 
newest  chip,  the  68040,  to  enable 
future  Macintosh  computers  to 
keep    pace    with    competing    ma- 


chines based  on  Intel  or  reduced- 
instruction-set  microprocessors. 

Yet  Apple  must  take  steps.  Apple 
must  offer  the  schools  a  color  Mac- 
intosh. Apple  should  find  a  way  for 
educators  to  protect  their  invest- 
ment in  software  for  the  Apple  II 
family.  Apple  also  needs  to  restore 
the  enthusiasm  of  the  software  de- 
velopers, which  is  waning  because 
of  the  slowdown  in  unit  shipments 
and  the  lack  of  technological  excite- 
ment in  the  product  line. 

Here's  something  else  radical: 
Apple  should  rethink  its  pricing.  Al- 
though Apple's  most  expensive  ma- 
chines are  already  competitive  with 
other  brands,  a  new  low-cost  Mac- 
intosh would  help.  So  would  more 
computing  power  at  the  low  end  of 
its  product  line.  In  my  view,  Apple 
should  no  longer  be  selling  systems 
without  a  hard  drive  and  at  least 
two  megabytes  of  memory.  The  one 
exception  would  be  systems  de- 
signed for  use  solely  on  networks. 

Technology,  however,  is  not 
enough.  To  succeed  in  the  comput- 
er industry,  marketing  is  essential, 
too,  and  lately  Apple's  message  has 
been  muddled. 

The  Apple  story  is  better  than  it 
may  seem  to  a  world  awash  in  pub- 
licity about  Windows.  Mice  and 
icons  aren't  all  that  set  the  Mac 
apart.  For  example,  the  Macintosh, 
which  has  long  been  easier  to  use 
than  most  other  computers,  is  still 
easier  to  get  working.  Open  the  box, 
plug  it  in,  turn  it  on.  It's  that  sim- 
ple. Getting  started  with  an  ibm- 
style  computer  and  Windows  is  not 
quite  so  easy;  you're  more  likely  to 
spend  time  fussing  with  configura- 
tions and  adjustments.  The  Macin- 
tosh is  also  easier  to  connect  to  a 
printer  or  to  a  network. 

In  addition,  even  Microsoft  con- 
cedes that  the  new  Windows  isn't 
for  everyone.  The  majority  of  per- 
sonal computers  on  desktops  today 
won't  run  it  well  and  those  not  pur- 
chased within  the  last  few  years 
can't  run  it  at  all.  Owners  of  those 
old  machines  arc  potential  Macin- 
tosh customers. 

If  Apple  plays  its  hand  skillfully, 
it  has  another  decade  of  growth 
ahead,  Windows  or  no  Windows.  ■ 
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ADD  A  WHOLE  NEW  DIMENSION 
TO  YOUR  NEXT  DOG  AND  PONY  SHOW. 


Make  your  presentation  as 
dazzling  as  your  ideas.  Your  report 
as  convincing  as  your  research. 
Your  pitch  as  hot  as  your  product. 
With  Harvard  Graphics'  presen- 
tation software  from  Software 
Pubhshing  Corporation,  it's  as 
good  as  done.  And  it  couldn't  be 
any  simpler. 

Just  pick  a  chart  style  from  the 
menu,  enter  your  data,  and  get 
an  instant  text  chart  or  graph. 


Harvard 


ft   1'    \   1'  H   1  (    S 

#1 

F 

1 

For  \j  our  free 
Harvard  Graphics 

trial  disk,  call 
1-800-345-2888, 

operator  53. 
In  Canada,  call 
1-416-566-0566. 


SR 


SOFTWARE 
V^PUBLISHING 


Customizing  is  easy,  too.  Change 
a  color  here,  add  3-D  there,  draw 
a  logo  anywhere. 

You  can  create— and  spell- 
check— an  entire  presentation  in 
a  matter  of  minutes.  Find  out  for 
yourself  just  how  easy  it  is.  And 
just  how  good  you  can  look.  Call 
for  your  free  demo  disk.  You'll  see 
why  Harvard  Graphics  is  the 
best-selling  business  graphics 
package  on  the  market. 


C- 1990  Software  Publishing  Corporation.  1901  Landings  Drive.  Mountain  View,  CA  94039  7210  Harvard  Graphics  is  a  registered  trademark  of  Software  Publishing  Corporation, 


Science  &  Technology 


Edited  by  Gary  Slutsker 

If  Congress  enacts  the  clean  air  bill,  rate- 
payers will  pay  $10  billion  more  for  elec- 
tricity. Much  of  that  money  will  go  to  mak- 
ers of  fancy  smokestack  scrubbers. 

How  to  sell  smoke 


By  John  Harris 


After  Congress  passed  a  1977 
amendment  to  the  first  Clean  Air  Act 
of  1970,  the  market  for  smokestack 
scrubbers  suddenly  boomed,  going 
from  zero  to  about  $2  billion  over- 
night. By  the  mid-1980s,  most  of  the 


worst  polluters — usually  coal-burn- 
ing electric  generating  stations — had 
installed  scrubbers,  and  few  new  coal- 
fired  plants  were  being  built.  The 
scrubber  market  died  and  went  abroad 
to  Europe  and  Japan. 

Now  that  Congress  is  likely  to  pass 
a  tougher  clean  air  bill,  the  scrubber 


tn  I'aul  MiruUlh 


folks — companies  like  the  Babcock  &. 
Wilcox  division  of  McDermott,  Air  &. 
Water  Technologies'  Research  Cot- 
trell  division.  General  Electric  and 
Switzerland's  Asea  Brown  Boveri — ' 
are  gearing  up  for  another  windfall. 
This  time  around,  the  technology  has 
a  twist.  Instead  of  simply  turning 
smoke  into  tons  of  sludge  that  has  to 
be  dumped  somewhere,  the  new 
scrubbers  can  produce  a  useful  prod- 
uct— gypsum,  the  basic  ingredient  in 
construction  wallboard. 

Coal-fired  plants  still  supply  56% 
of  the  nation's  electricity.  The  biggest 
competitors  of  scrubbers,  various  so- 
called  clean  coal  technologies,  are 
promising  but  so  far  commercially 
unproven.  Similarly,  many  utilities 
can't  convert  to  low-sulfur  coal, 
which  is  mined  in  western  states,  be- 
cause of  prohibitive  transportation 
and  plant  conversion  costs. 

The  new  clean  air  bill  would  reduce 
annual  sulfur  dioxide  emissions  by 
half,  or  10  million  tons,  by  the  year 
2000.  Such  levels  of  purity,  far  m  ex- 
cess of  the  requirements  of  the  origi- 
nal Clean  Air  Act,  could  cost  $3  bil- 
lion or  more  per  year.  The  original  law 
required  new  industrial  and  utility 
plants  to  reduce  emissions  of  ash,  sul- 
fur dioxide  and  other  chemicals.  Then 
a  1977  amendment  further  cut  sulfur 
dioxide  emissions  between  70%  and 
90%.  In  addition,  some  1,000  older 
coal-fired  units  were  fitted  with  giz- 
mos that  use  an  electrical  charge  to 
trap  dirty  fly  ash  before  it  escapes  up 
the  smokestacks. 

Almost  all  of  the  coal-fired  plants 
built  since  the  original  clean  air  law 
have  been  fitted  with  more  elaborate 
scrubbers.  These  scrubbers  are  not 
like  the  catalytic  converter  that 
cleans  your  car's  exhaust.  Up  to  one- 
half  the  size  of  the  rest  of  the  power 
plants,  these  scrubbers  suck  exhaust 
from  burning  coal  into  a  chamber 
called  an  jLhsoxhcx  (sec  clia^nmi. p  200) 
In  a  "wet"  scrubber,  the  smoke  is 
usually  sprayed  with  water  and  lime- 
stone that  combines  with  the  sulfur 
dioxide  to  produce  calcium  sulfite,  a 
gray,  gooey  sludge  with  the  consisten- 


Robert  Conley  at  Hammond,  Ind.  f^eneratin^  jylant,  atidpile  of  high-sulfur  coal 
Nobody  ever  said  a  clean  environment  would  he  cheap. 
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He  WASN'T 

wright  brother. 

But  he  had 
the  right  idea 


The  Gallaudel  Bullet  of  1912  featured  innovations 
like  advanced  streamlining  and  an  incredible 
speed  of  130  m.p.h. 


s  stuffy     "****Vi,»,„^^      faculty  col- 
igues  were  offended:  his  tinkering  with 
)olish  flying  gimcracks"  was  "undignified!' 

But  young  professor  Edson  Gallaudet  was 
lling  to  give  up  his  dignity,  and  his  job,  for  a  new  idea 
out  warping  the  wings  of  flying  machines. 

In  1898,  he  tested  a  scale  model  which  proved 
;  idea  right.  And  five  years  later,  Wilbur  and  Orville 
right  flew  using  that  same  principle. 

In  1908,  Edson  Gallaudet  started  what  many 
^dit  as  \he  first  aircraft  factory  in  America.  Gallaudet 
igineering  Company  became  the  earliest  aircraft 
cestor  of  General  Dynamics. 

Over  the  next  82  years,  our  history  of  building 
rcraft  has  included  some  of  America's  famous 
anes.  And  famous  people. 

Eddie  Stinson,  barnstormer  and  ':birdman:' 
lo  designed  aircraft  for  many  of  the  pioneer 
lots,  merged  his  company  with  ours.  As  did  Jerry 
jltee,  whose  planes  set  many  distance  and  speed 
cords,  including  Jimmy  Doolittle's  12-hour  cross- 
)untry  flight. 


is.V 


he  RB  Racer,  made  by  Dayton-VS/right  Airplane  Company,  was  the  first  aircraft 
have  fully  retractable  landing  gear  Dayton-Wright  became  an  early  part 
General  Dynamics. 


F-16S  of  the  USAF  Thunderbirds.  m 

During  WWII,  the  Consolidated  B-24  Liberator 
became  the  most-produced  American  bomber  After 
the  war,  our  B-36  Peacemaker  became  the  backbone 
of  America's  Strategic  Air  Command. 

Our  innovative,  delta-wing  design  made 
the  F-102  the  world's  first  supersonic  interceptor. 
And  the  B-58  Hustler  the  world's  first  supersonic 
bomber 

Today  our  F-16  Fighting  Falcon  is  rated  the 
finest  fighter  in  the  world.  It  well  represents  our  long 
tradition  of  craftsmanship  and  creativity. 

Once  again,  that  tradition  is  about  to  be  tested. 
In  a  technology  competition  against  groups  from 
West  Germany  and  Japan,  General  Dynamics  is 
teaming  witih  four  top  American  compai  .ies  to  develop 
the  National  Aerospace  Plane. 

To  fly  from  runway  to  orbit,  at  speeds  up  to 
17,000  m.p.h.,  we  must  invent  new  science.  We 
must  also  invent  new  ways  for  American  competi- 
tors to  work  together.  But  we  are  confident. 

Since  the  days  of  Gallaudet,  our  company  has 
been  inventing  not  only  better  airplanes,  but  better 
ways  to  make  them. 

GENERAL  DYNAMICS 

A  Strong  Company  For  A  Strong  Country 


Science  & 
Technology 


cy  of  toothpaste.  The  cleaned  gas  is 
vented  and  the  sludge  is  landfilled.  To 
produce  calcium  sulfate,  or  artificial 
gypsum,  oxygen  is  added. 

This  isn't  cheap.  A  typical  500- 
megawatt  coal-fired  plant  requires  a 
scrubber  that  costs  maybe  $150  mil- 
lion to  build,  and  aimually  costs  $17 
million  to  operate  and  for  sludge  dis- 
posal. Northern  Indiana  Public  Ser- 
vice Co.  generates  190,000  tons  of 
sludge  each  year  at  its  coal-fired  plant 
at  Wheatfield,  Ind.  That's  a  fresh  20- 
foot-high  pile  the  size  of  a  football 
field  every  tv^o  months. 

The  nev^  scrubbers  are  cheaper  than 
the  old  ones  and  much  more  efficient. 
The  old  machines  broke  down  often, 
required  constant  maintenance  and 
sapped  up  to  4%  of  a  plant's  generat- 
ing capacity.  The  new  scrubbers  rare- 


ly use  more  than  2% . 

Take  the  scrubber  being  promoted 
in  this  country  by  Pure  Air,  a  joint 
venture  of  Mitsubishi  Heavy  Indus- 
tries America,  Inc.  and  Air  Products  & 
Chemicals,  Inc.  (1989  revenues,  $2.6 
billion).  Mitsubishi  has  built  more 
than  75  of  its  gypsum-producing 
scrubbers  in  Japan  and  elsewhere. 

Pure  Air  is  building  its  first  scrub- 
ber in  the  U.S.  for  Northern  Indiana 
Public  Service  Co.'s  Hammond,  Ind. 
generating  plant,  currently  without  a 
scrubber.  When  that  retrofit  is  ready 
in  two  years,  it  should  remove  at  least 
95%  of  the  smoke's  sulfur,  reducing 
emissions  from  70,000  tons  of  sulfur 
dioxide  a  year  now  to  3,500  tons.  The 
machine  will  produce  150,000  tons  of 
gypsum  a  year,  which  will  likely  be 
sold  to  usG  Corp.,  the  nation's  largest 
producer  of  gypsum  wallboard.  At 
maybe  $5  a  ton,  the  gypsum  is  only 
slig^itly  more  valuable  than  dirt  fill. 
The  value  to  the  utility  is  more  in 
reducing  disposal  costs. 

Who  will  wind  up  paying  for  the 


c 
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Is  it  smoke?  Or  is  it  wallboard? 

When  high-sulfur  coal  is  burned,  it  produces  dirty  exhaust — 
sulfur  dioxide.  In  Pure  Air's  gypsum-producing  scrubbers,  flue 
gas  is  exposed  to  a  mix  of  limestone  and  water,  producing 
calcium  sulfite,  or  sludge.  Air  is  added,  and  sludge  oxidizes, 
creating  calcium  sulfate,  or  gypsum.  The  cleaned  gas  is  vented. 


new  scrubbers?  Northern  Indiana  fig 
ures  it  will  need  a  rate  increase  of  3% 
in  1996,  or  $20  a  year  per  customer,  to 
pay  for  the  clean  air.  Compared  with 
other  utilities  around  the  country] 
that  rate  increase  looks  low.  psi  Ener- 
gy, Inc.  near  Indianapolis,  for  exam 
pie,  is  looking  at  $1.3  billion  in  clean 
up  costs,  which  could  translate  into  a 
20%  rate  increase  to  consumers  ovei 
the  next  ten  years,  or  about  $150»; 
tacked  onto  residential  bills.  The 
scrubber  in  Hammond,  meanwhile; 
will  still  cost  $20  million  a  year  t0| 
operate.  Capital  costs  will  run  $110 
million,  almost  half  of  that  to  be  paid 
by  a  Department  of  Energy  grant 

"Instead  of  paying  several  million 
dollars  in  disposal  costs,  you've  got  a 
revenue  stream  and  nothing  to  land- 
fill," says  Robert  Conley,  Pure  Air's 
president.  But  for  some  utilities,  sell 
ing  gypsum  will  be  a  problem.  Texas 
Utilities  Co.  of  Dallas  has  managed  to 
sell  only  a  third  of  its  production 
Two-thirds  of  the  utility's  gypsum 
still  winds  up  in  a  landfill. 

Nobody  ever  said  a  clean  environ 
ment  would  be  cheap.  But  it 
would  be  nice  if  the  clean- 
up threw  off  some  useful 
byproducts  like  gyp- 
sum. ■ 
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JIACK  RECORD.  Deer,  turkey  and  other  animals  love  living  in  International 
iper  forests.  It's  because  we  manage  our  woodlands  in  imaginative  ways  that 
^nefit  man  and  wildlife  alike.  Take  the  methods  our  foresters  use  to  control 
idergrowth  that  competes  with  trees  for  water  and  nutrients.  Naturally,  they 
iprove  tree  growth.  But  they  also  assure  browsing  animals  a  food  supply  that 
)esn't  outgrow  their  reach.  Thanks  to  such  resourceful  practices,  the  flash  of  white- 
ils'  hooves  and  the  natterings  of  wily  old  gobblers  are  far  more  common  sights 
id  sounds  in  International  Paper's  forests  than  on  unmanaged  lands.  Many  kinds 
'creatures  depend  on  the  land.  We're  committed  to  managing  the  forests  we  con- 
d1  in  the  interests  of  all  of  them.  INTERNATIONAL^  PAPER.  Use  our  imagination. 


©1990  International  Paper  Company. 


Commentary  by  Peter  Huber 


PUBLICIZE  OR  PERISH 


The  first  annual  Rene  Blondlot  Me- 
morial Prize  is  to  be  awarded  to 
Bruce  Silverglade,  legal  director  of 
the  so-called  Center  for  Science  in 
the  Public  Interest.  I  have  this  on 
good  authority  from  the  Blondlot 
committee.  In  fact,  I  am  the  com- 
mittee's only  member. 

What  prompted  me  to  create  this 
award — and  why  do  I  proffer  it  to 
Silverglade?  The  selection  is  based 
on  another  prize,  the  Hubbard 
Award,  named  after  Harlan  Page 
Hubbard,  an  1890s  peddler  of  quack 
remedies.  Silverglade's  crew  awards 
Hubbards  annually  for  what  the 
Center  calls  the  most  "misleading, 
unfair  or  irresponsible"  advertising 
campaigns  of  the  previous  year. 

Cosponsors  of  the  Hubbard 
awards  include  Americans  for  Dem- 
ocratic Action,  the  National  Con- 
sumers League,  the  National  Wo- 
men's Health  Network,  among  oth- 
ers. These  are  all  (if  they  say  so 
themselves)  vigilant,  objective 
guardians  of  the  public  welfare,  so- 
ber scientists  through  and  through. 

One  Hubbard  a  few  years  ago 
went  to  the  seller  of  a  sun  block 
with  screening  properties  equiva- 
lent to  about  2  inches  of  tarmac. 
More  protection  than  could  possi- 
bly be  useful,  protested  the  Nation- 
al Consumers  League.  A  G.I.  Joe 
helicopter  was  singled  out  because 
it  failed  to  fire  real  cannons,  as  de- 
picted on  television;  moreover,  the 
bird  was  a  "piece  of  junk"  with 
parts  that  tended  to  fall  off.  (As  Jim- 
my Carter  might  have  attested, 
these  features  actually  made  the  toy 
especially  realistic,  but  subtleties  of 
this  order  do  not  concern  the  Hub- 
bard committee.) 

Then  there  was  the  time  the  Hub- 
bardites  condemned  beef  industry 
ads  featuring  small  portions  and 
proportionately  upbeat  claims 
about  fat.  Evidently  the  public  in- 
terest called  for  a  depiction  of  Mr.  T 
silently  gorging  on  a  fat-marbled 
and  fat-edged  steak.  Ads  for  pork  got 
a  Hubbard  for  featuring  pork  tender- 
loin, the  healthiest  cut,  rather  than 


Peter  Huber,  a  senior  fellow  of  the  Manhat 
tan  Institute,  is  the  author  o/ Liability:  The 
Legal  Revolution  and  Its  Consequences. 


fattier  chops.  The  Hubbard  award's 
sponsors — and  no  doubt  the  hogs 
themselves — would  have  preferred 
an  ad  portraying  the  most  unsavory 
part  of  the  pig. 

The  Hubbards  for  car  advertising 
are  always  a  hoot.  In  the  five-year 
Hubbard  history,  they  have  gone  to 
Audi  (twice),  Mercedes  and  Volvo. 
Just  how  did  such  demonstrably 
safe  cars  come  to  be  scorned  by  a 
self-styled  "Center  for  Auto  Safe- 
ty"? By  way  of  labor  unions  and  the 
plaintiffs'  bar.  For  years  the  lawyers 
have  been  trying  to  trigger  a  legal 
stampede  against  Audi  on  certifi- 
ably  junk-science  charges  of  "sud- 
den acceleration."  Mercedes  and 
Volvo,  also  out  of  favor  with  Amer- 
ican automobile  workers  who  are 
threatened  by  imports,  were  both 
indicted  for  on-the-air  speeding,  in 
such  things  as  a  commercial  show- 
ing a  fast  Mercedes  on  a  German 
autobahn.  If  every  American  driver 
drove  125mph,  the  Center  pains- 
takingly calculated,  aimual  gaso- 
line consumption  and  carbon  diox- 
ide emissions  would  go  up.  And 
driving  that  fast,  the  Center  re- 
vealed, is  not  safe. 

Watch  for  the  predictable  liberal 
schizophrenia  in  the  Hubbard  line- 
up. The  food  awards  run  consis- 
tently against  fat.  Yet  the  women's 
health  awards,  in  fine  feminist 
dander,  condemn  ads  that  suggest 
women  should  be  thin.  Thus,  one 
Hubbard  denounces  Kraft  cheese, 
another  deprecates  diet  aids  or — of 
all  things — yogurt,  the  latter  be- 
cause it  was  peddled  by  a  six-year- 
old  bikini-clad  girl  discussing  her 
summer  wardrobe.  Such  things 
fuel  "America's  intolerance  of 
fat  people." 

What  the  Hubbards  come  down 
to  is  eat-your-peas  hectoring,  with  a 
distinctly  ideological  stamp.  Over 
ihe  years,  Hubbards  have  gone  re- 


peatedly to  ads  for  alcohol  and  to- 
bacco, meat  and  nuclear  power. 
Now  I  have  nothing  against  green- 
tea-totaling  vegetarians,  but  green- 
tea  totalitarianism  has  little  to  do 
with  "science  in  the  public  inter- 
est." It  has  much  to  do  with  prefer- 
ences of  lifestyle  and  politics,  and 
publicizing  the  same. 

Which  brings  me  back  to  the 
Blondlot  prize.  I  name  it  in  honor  of 
Rene  Blondlot,  a  French  scientist 
well  respected  until  he  announced 
his  discovery  of  remarkable  "N 
rays"  in  1903.  All  sorts  of  things,  he 
reported,  seemed  to  emit  these  rays. 
Heat  increased  their  effects;  loud 
noises  spoiled  them.  The  rays  could 
be  stored  in  such  things  as  a  brick, 
though  two  bricks  did  not  seem  to 
emit  more  N  rays  than  one.  The 
rays,  he  declared,  had  documented 
effects  on  the  human  brain. 

The  documents  were  wrong.  N 
rays  do  not,  in  fact,  exist.  They  were 
an  earnest,  honest  fantasy,  a  vivid 
illustration  of  what  Nobel  Chemist 
Irving  Langmuir  would  later  call  the 
"science  of  things  that  aren't  so." 
Martin  Gardner  describes  other 
such  phenomena  in  his  classic  Fads 
and  Fallacies  In  the  Name  of  Science. 

My  Blondlot  prize  consists  of  one 
carefully  wrapped  brick  irradiated 
with  N  rays.  It  will  go  for  well- 
publicized,  superficially  plausible 
circuses,  conducted  with  all  the 
trappings  and  trimmings  of  science 
but  with  none  of  the  substance. 
Winners  will  have  generated  the 
largest  amount  of  publicity  on  the 
strength  of  the  smallest  amount  of 
real  science.  No  ordinary  advertiser 
is  eligible;  the  show  must  begin  and 
end  with  a  vehement  claim  that  it's 
all  scientific  and  "in  the  public  in- 
terest." If  the  impresario  can  gener- 
ate publicity  on  the  scale  of  the  Alar 
hoax  or  the  panic  over  Chilean 
grapes,  so  much  the  better. 

On  June  18,  the  advertising  indus- 
try awards  its  Clios  for  the  best  ads 
on  television.  That's  usually  the 
day  Silverglade  picks  to  announce 
Hubbards  for  the  worst.  If  he  can  get 
famous  on  the  strength  of  such  non- 
sense, why  can't  I?  Publicize  or  per- 
ish, as  we  public-spirited  scientists 
always  say.  ■ 
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Taking  imaginations 
for  a  ritto 


It's  the  Loch  Ness  Monster  roller 
coaster  ...  a  wild  sports  car  chase 
through  the  streets  of  Paris ...  an 
intergalactic  Starfighter.  The  SR2 
simulator  is  all  those  things  and 
much  more,  thanks  to  a  unique 
motion-control  system  using 
advanced  electrohydraulic 
components  from  Parker. 

Go  for  a  fast 
ride  standing 
in  one  place 

Manufactured  by  Doron  Precision 
Systems,  Inc.,  the  SR2  simulator  is  a 
stationary  unit  capable  of  creating 
the  sensation  of  virtually  any  ground, 
water,  or  air/space  vehicle.  Since 
1978,  millions  of  people  have 
enjoyed  the  various  thrilling  SR2's 
experiences  in  over  15  countries 
throughout  the  world. 

As  a  star  in  the  entertainment 
field,  the  SR2  offers  a 
spectacular  array  of  rides 
that  can  be  changed  as^ 
needed  to  offer  new^ 
thrills  to  repeal 


customers.  And  central  to  the 
magical  motion  of  the  SR2  is  the 
down-to-earth  motion-control 
expertise  of  Parker. 

Partner  systems 
help  make  the 
experience  real 

By  working  closely  with  Doron 
at  the  initial  design  stages,  Parker  was 
able  to  develop  and  manufacture 
hydraulic  components  and  systems 
to  allow  the  SR2  a  full  and  exciting 
range  of  motion.  In  addition,  Parker 
supplied  the  hoses,  connectors,  filters, 
cylinders,  and  many  other  related 
products  to  assure  the  SR2  of  safe, 
reliable,  and  economical  operation  on 
a  demanding  daily  basis. 


Of  course,  Parker  was  a  logical 
choice  for  this  important  task  since 
our  products  are  already  in  use  on 
the  highly  sophisticated  flight 
simulators  used  to  train  military  and 
airline  pilots. 

Dividend 
performance 


the  others 

As  a  $2.38  billion  worldwide 
enterprise,  Parker  is  the  largest 
company  in  the  motion-control 
industry,  with  impressive  growth 
potential. 

Parker  has  over  800  product  lines 
in  hydraulic,  pneumatic,  and 
electromechanical  applications.  In 
motion  control,  no  single  competitor 
presents  a  product  line  as  broad  as 
Parker's. 

Our  shareholders  have  benefited 
from  this  diversity  with  34 
consecutive  fiscal  years  of 
dividend  increases  and 
160  consecutive 
quarterly  dividends. 
For  more 
information, 
write: 

Parker  Hannifin 
Corporation 
Dept.  FB-14 
7325  Euclid 
Avenue 
Cleveland 
44112-1290 
O.io 

(PH-NYSE) 


A  partnership  in  vital  technologies. 


Parker 


Personal  Affairs 


By  David  Ctanrback 


Edited  by  William  G.  Flanagan 


Thanks  to  InteVs  386SX  microchip  and 
Microsoft's  new  Windows  software,  hold- 
ing on  to  one's  old  personal  computer  is 
like  driving  a  car  from  the  1950s. 


Time  to  upgrade 


Fl  OR   THE   LAST   fivc   yeoTS   m> 
trusty  PC  has  kept  up  with  m>ij. 
computer  needs  and  knowhow«l 
When  I  bought  this  basic  clone  of  the 
original    ibm    pc    in    1985,    it    was 
equipped  with  a  relatively  sluggish 
8088    microprocessor,    two   S'A-incb 
floppy  disk  drives,  256  kilobytes  oi 
memory,  a  monochrome  monitor,  i 
noisy  dot-matrix  printer  and  an  operi 
ating  system  called  DOS  2.0.  I 

If  that  jargon  makes  you  want  tc 
turn  the  page,  suffice  it  to  say  that 
this  was  the  basic  personal  compute! 
of  its  time — the  Chevrolet  of  its 
class — and  it  has  served  me  well.  Tht 
first  program  I  ever  loaded  on  it  was 
the  word  processing  software  I'm  us 
ing  to  write  this. 

Over  the  years,  I've  revved  up  m) 
old  PC  considerably.  It  now  compute; 
ten  times  faster,  has  five  times  th 
memory,  displays  black-and-whitt 
graphics  and  prints  letter-quality  doc 
uments.  I've  written  over  a  hundrec 
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stories  and  one  book  on 
this  machine,  calculated 
ountless  expense  reports, 
analyzed  the  net  asset  val- 
ue of  a  closed-end  fund  in 
real  time,  wandered  into 
the  ethereal  world  of  Unix 
aetworking,  sent  elec- 
tronic mail  to  India, 
forged  a  check  (for  a 
Forbes  story)  and  shot 
down  the  entire  Soviet  air 
force,  twice,  with  my  F- 1 5 
simulator. 

So  I've  gotten  my  mon- 
ey's worth  out  of  my  old 
Epson.  But  now  is  the 
time  to  put  it  out  to  pas- 
ture. Two  new  technol- 
ogies and  some  insights 
about  the  future  of  com- 
puting have  convinced  me 
to  change  to  the  next  gen- 
eration of  IBM-compatible 
personal  computers. 

The  little  piece  of  hard- 
ware that  spelled  curtains 
for  my  present  system  is 
Intel  Corp.'s  80386SX  mi- 
croprocessor. Computers 
based  on  the  386SX  chip 
cost  only  $300  to  $500 
computers  based  on  the 


Miif  ii'toti  I'owrrf  'oinl 


Microsoft's  Windows  3  0  software  in  action 

Easier  to  use,  thanJcs  to  pictures,  symbols  and  menus. 


more  than 
ubiquitous 
80286  microprocessor,  but  are  able  to 
run  programs  twice  as  fast.  More  im- 
portant, they  will  also  be  able  to  run 
most  of  the  new  software  programs 
released  in  the  next  few  years.  Yet  a 
brand-name  personal  computer  built 
around  the  386SX  chip — ready  to  run 
with  a  color  monitor,  40-megabyte 
hard  disk  and  sufficient  memory  for 
most  tasks — can  be  purchased  for 
well  under  $3,000.  You  can  do  even 
better  if  you're  willing  to  accept  off- 
brand  machines  or  purchase  by  mail 
oxdcTfseep.  196). 

The  Intel  chip  is  so  powerful  and 
cheap  that  sx-based  machines,  as  they 
have  been  dubbed,  will  outsell  all  oth- 
er IBM-compatible  computers  next 
year,  according  to  Bruce  Stephen,  PC 
analyst  at  International  Data  Corp.,  a 
Framingham,  ^Mass.  market  research 
firm.  In  all,  .Stephen  predicts  that 
some  1.8  million  sx  machines  will  be 
sold  this  year,  2.8  million  in  1991. 

By  itself,  an  386SX  computer  is  just 
a  faster  way  to  run  your  old  software. 
That's  reason  enough  for  some  users 
to  upgrade.  You  can  preserve  a  consid- 
erable investment  in  old  programs 
while  keeping  your  options  open  for 
future  and  more  powerful  versions  of 
those  familiar  programs. 

But  another  technological  hurdle 
has  been  cleared  that  makes  the  sx  as 
sexy  as  it  is  fast.  Microsoft  Corp.  is 
just  now  releasing  its  new  Windows 


3.0  software  (seep.  202).  This  program 
gives  a  pc  what's  known  as  "graphi- 
cal-user interface."  Again,  do  not  be 
put  off  by  the  lingo.  "Graphical-user 
interface"  simply  means  using  pic- 
tures and  symbols  and  menus  to  make 
your  computer  easier,  faster,  more 
colorful  and  more  fun  to  use.  This  is 
especially  important  if  your  home 
computer  will  be  used  by  the  rest  of 
the  family.  If  you  have  elementary- 
school-age  children,  for  example,  they 
proBably  use  an  Apple  II  in  the  class- 
room. Your  spouse  may  use  a  Macin- 
tosh at  work.  So  they  are  used  to  a  lot 
of  graphics.  Now,  thanks  to  Windows, 
IBM  compatibles  can  be  as  snappy  as 
Apples. 

Windows  does  away  with  hard-to- 
remember  commands  such  as  dir, 
COPY,  FORMAT  and  CHKDSK  and  re- 
places them  with  colorful  graphic  im- 
ages called  icons  and  menu  boxes  that 
pop  onen  at  the  click  of  a  mouse  but- 
ton or  the  press  of  a  key.  In  fact,  using 
Windows  is  like  driving  a  car  with  an 
automatic  transmission  after  years  of 
using  a  stick  shift  in  heavy  traffic. 

But  Windows  is  not  a  new  operating 
system  that  will  render  your  old  soft- 
ware obsolete.  Those  old  programs 
can  still  be  run  from  Windows.  Soft- 
ware programs  written  to  take  advan- 
tage of  Windows  can  even  be  run  si- 
multaneously on  the  same  screen.  So 
you  can  readily  switch  from  one  task 
(say  word  processing)  to  another 
(spreadsheet    calculation)    with    the 


click  of  a  mouse  button  or  the  press  of 
a  key.  You  can  even  share  data  be- 
tween software  programs  as  you 
work,  allowing,  for  example,  a  spread- 
sheet to  automatically  update  a  pie 
chart  in  a  word  processing  document. 

Windows  has  actually  been  around 
for  five  years  but  was  derided  in  the 
past  for  being  slow,  unwieldy  and  not 
very  useful  because  of  a  lack  of  soft- 
ware that  would  run  in  it.  No  longer. 
A  full  suite  of  software  developed  spe- 
cifically for  Windows  is  now 
available. 

I  live  and  breathe  by  the  word  pro- 
cessing software  that  has  become 
standard  among  journalists,  Xy Write 
III.  XyQuest,  the  company  that  sells 
the  program,  doesn't  yet  have  a  ver- 
sion that  will  take  full  advantage  of 
Windows'  tricks.  So  I'm  trying  out 
two  different  word  processing  pro- 
grams geared  for  Windows,  including 
Microsoft's  own  Word  fc  Windows 
and  Samna  Corp.'s  Ami  Professional. 

Both  programs  allow  me  to  com- 
bine basic  desktop  publishing  and  tra- 
ditional word  processing  functions  in 
a  WYSIWYG  (what-you-see-is-what- 
you-get)  format.  The  ability  to  see  on 
the  screen  exactly  what  your  machine 
will  print  saves  a  lot  of  paper,  time 
and  aggravation. 

With  either  program,  I  can  also  easi- 
ly integrate  charts,  tables  and  graphic 
images  into  my  documents.  When  I'm 
finished  fiddling,  I  see  what  the  end 
result  will  look  like  on  the  screen,  and 
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then  print  it  on  my  old  inkjet  printer. 
To  really  derive  the  full  benefits  of  a 
WYSIWYG  word  processor  I  should,  but 
don't  yet,  own  a  laser  printer  (Forbes, 
yV?r.  30).  Cost:  about  $1,000. 

Most  of  my  budget  has  gone  into 
the  purchase  of  my  new  system:  an 
AST  Bravo  386SX  with  a  5V4-inch  disk 
drive,  a  vga  graphics  adapter,  2  mega- 
bytes of  RAM  and  a  40-megabyte  hard 
disk  ($2,845);  a  S'/i-inch  disk  drive 
($150);  an  AST  vga  monitor  ($695); 
Windows  3.0  with  a  mouse  ($150); 
new  word  processing  software.  Word 
for  Windows  ($375)  and  spreadsheet 
software,  Microsoft  Excel,  designed  to 
work  with  Windows  ($375).  Total: 
$4,590 — but  expect  to  pay  up  to  30% 
less  by  shopping  around. 

How  hard  was  it  to  get  the  new 
system  up  and  running?  A  breeze.  I 
put  the  new  hardware  on  my  desk 
next  to  my  old  system,  opened  up  the 
case  of  the  new  computer,  installed 
the  mouse,  connected  the  monitor, 
inserted  DOS  3.3  in  the  disk  drive  and 
flipped  the  switch.  It's  about  as  com- 


plicated as  hooking  up  a  new  video- 
cassette  recorder. 

After  setting  up  the  hard  disk  (sim- 
ple instructions  included)  I  installed 
LapLink,  a  $69  tool  I  already  owned 
that  allows  you  to  transfer  files  direct- 
ly from  one  computer  (say  a  laptop)  to 
a  compatible  machine  (your  office  PC, 
for  example).  With  the  LapLink  cable 
connecting  my  new  and  old  comput- 
ers I  moved  my  files  and  programs 
over  to  the  new  computer.  I  thereby 
created  an  exact  clone  of  my  old  hard 
disk  on  the  new  one. 

Finished  with  the  old  computer,  I 
put  it  in  the  boxes  the  new  hardware 
came  in  and  stored  it  in  the  closet. 
Maybe  the  kids  will  find  use  for  it  in  a 
few  years.  Or  maybe  I  can  donate  it  to 
a  worthy  cause  in  Eastern  Europe. 

Back  to  the  new  machine:  I  loaded 
the  Windows  disks,  a  simple  process 
(but  not  as  simple  as  with  Apple's 
Macintosh,  which  arrives  with  its 
software  already  installed).  Note:  At 
least  one  PC  maker,  Zenith,  has  al- 
ready announced  that  it  will  automat- 


ically install  Windows  in  its  386SX 
machines. 

Next  I  loaded  in  my  new  Windows 
programs:  Word  for  Windows;  Micro 
soft  Excel;  and  Crosstalk  for  Win- 
dows, a  communications  program 
that  will  let  me  tie  into  on-line  data 
bases — stock  quotes,  financial  data, 
.etc. — via  my  modem.  That  was  it. 

I  am  now  hooked  on  the  new  sys 
tem.  Going  back  to  the  old  computer 
would  be  like  trading  in  my  late-mod- 
el car  for  one  from  the  1950s.  Even  my 
wife,  an  experienced  Macintosh  user, 
begrudgingly  admits  that  this  is  the 
first  IBM-compatible  she's  enjoyed  us- 
ing. My  printed  documents  look  a  lot 
better  than  before — and  it's  frankly 
fun  to  have  a  new  and  faster  machine, 
equipped  with  the  colorful  Win- 
dows tools. 

And  it  looks  like  I'll  have  a  lot  of  \ 
company.  Microsoft  Chairman  Wil- 
liam Gates  claims  that  half  of  all  dos 
users  will  switch  to  his  Windows  sys 
tem  by  year-end.  To  judge  from  my  t 
experience,  he  could  be  right. 


It 


Self-propelled  gcdf  bags 


If  you  prefer  the  exercise  of  walking 
the  golf  course  but  hate  the  labor  of 
pulling  your  clubs  around,  consider 
this:  an  electronic  golf -bag  carrier. 
The  battery-powered  carrier  works 


like  a  self-propelled  lawn  mower. 
You  set  the  speed  and  then  guide  it 
along  in  front  of  you.  The  charge  will 
last  through  27  holes;  recharging 
takes  ten  hours. 


Ad  executwe  Mark  Hollman  steers  his  PowciK^iMv  over  the  links 
WaUcing  the  course  without  pulling  around  the  clubs. 


Dozens  of  golf  courses  around  th 
country — most  of  which  can  never  get 
enough  caddies — are  installing  fleets 
of  electronic  carriers  for  golfers  who 
want  to  walk  the  course.  Typical  rent- 
al: $9  per  18  holes. 

"They've  been  very  successful,' 
says  Pete  Davison,  director  of  opera- 
tions for  the  Tournament  Players 
Clubs  in  Ponte  Vedra  Beach,  Fla.  "Wc 
have  a  lot  more  walkers  at  our  clubf 
now  than  wc  did  three  years  ago." 

If  you're  interested  in  buying  youi 
own  unit  (which  can  be  easily  disas 
scmblcd  and  stowed  in  your  locker  oi 
car  trunk),  PowaKaddy  is  one  suppli 
er.  Its  Classic  model,  which  weighs  47 
pounds  including  battery,  costs  $699 
The  PowaKaddy  Rio,  which  weighs 
only  23  pounds  and  is  suitable  foj 
lighter  bags,  runs  $499.  The  company 
plans  to  introduce  a  $1,395  remote 
control  model  called  the  Super  Cl.is 
SIC,  which  should  be  available  thu 
October.  PowaKaddy  U.S. A,  Inc.  is  at 
3956  Pendleton  Way,  Indianapohs 
Ind.  46226  (tel.  800-648-7222). 

Kangaroo  Products  Co.  is  anothef 
maker  of  motor  caddies.  Its  top-of 
the  line  Hillcrest  model  weighs  m  a* 
42  pounds  not  counting  the  24-pi)unc 
battery,  and  sells  for  $995.  Othc) 
models  include  the  43-pound  Deluxe 
($750)  and  the  31 -pound  Li'l  Uk\ 
($599).  Kangaroo  is  also  developing  i 
remote-control  model.  Kangaroi 
Products  Co.,  108  Mill  Spring  Road 
P.O.  Box  607,  Columbus,  N.C.  2872: 
(704-894-8241). 
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The  "Better  Cotton  Sweaters" 

from  Lands'  End  share 

a  common  parentage, 

but  pmisue  separate  careers. 


0  Ty\ 

il  I    u 

osLL  s 


hey 're  brothers  (and  sisters!) 
under  the  fibre,  these 
sweaters,  since  they  share  the 
)oler,  lighter  warmth  of  cotton — 
veaterdom's  most  recent  active 
gredient. 

Yet  the  debonair  features  of  our 
lly-fashioned  Drifter  will  never  be 
3i  )nfused  with  the  hefty  musculature  of 
jr  industrious  Shaker.  Nor  would  our 
atigue,  with  its  signature  wooden 
ittons  at  the  throat,  go  out  of  its  way 
)  attend  a 
culty  tea. 


DRIFTER 


Which  is  as  it  should  be, 
we  think. 

X  Lands'  End  we  like  to  combine  a 
ide  range  of  choice  within  narrowly 
pecific  categories.  In  this  case,  a 
ategory  that  has  cotton  written  all  over 
— with  aU  its  positive  characteristics, 
et  with  variety  in  the  way  it  makes  its 
resence  felt. 

What  makes  the  Drifter  is  the 
ostlier,  time-consuming  way  in  which 
/e  fully-fashion  it — linking  its  separate 
nitted  pieces  together  with  yam, 
ather  than  sewing  the  pieces  together 
ke  a  shirt.  We — and  you — get  a  softer 
eel,  with  no  rigid*bulky  seams.  For 
len  and  for  women,  just  $34.  And  we 
iffer  it  in  a  vest  as  well. 

The  Shaker,  on  the  other  hand,  is  a 
eavyweight  sweater,  but  so  cleverly 
nitted  together  you  don't  feel  the 
k^eight.  Secret:  the  "half-cardigan" 


stitch  invented  by  the  traditional 
Shaker  ladies  for  whom  the  sweater  is 
named.  Just  $49. 50. 


SHAKER 

And  finally,  the  Fatigue 
has  a  service  record. 

Thd'Fatigue,  with  its  thick-ribbed  collar 
up  against  morning  chill,  had  its  origins 
in  WWII,  where  it  made  soldiers'  lives 
more  comfortable.  Our  modem  civilian 
version  has  rack-stitching  at  waist  and 
shoulders  to  withstand  the  chafe  of 
packstraps.  (You  do  take  hikes,  don't 
you?)  A  great,  plebeian  value  at  $40. 00. 

The  Drifter,  the  Shaker,  the 
Fatigue — so  individual  they  could 
almost  sign  autographs.  Yet  all  100% 
combed  cotton,  beautifully  fashioned, 
and  yours  in  more  bright  and  tempting 
colors  than  you  will  ever  need.  If  you're 
not  already  one  of  our  catalog  buffs,  dial 
our  toU-free  number  (1-800-356-4444) 


and  we'll  send  you  one.  So  you  can 
check  our  full  sweater  collection — ^not 
to  forget  more  than  100  pages  of  other 
tempting  clothing  values,  from  shirts, 
to  sweats,  to  shoes 
and  skirts 
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and  line  after  line  of  Lands'  End  soft 
luggage  to  take  'em  with  you  in. 

And  mind  you,  everything  you  see 
and  hopefully  order  from  us  is 
GUARANTEED.  PERIOD.*  And  we 
don't  say  it  in  capital  letters  without 
good  reason.  Let's  hear  from  you — not 
just  so  we  can  sell  you  something. 
But  so  we  can  make  your  acquaintance 
and  start  to  eam  a  relationship  with 
you.  We  want  you  to  enjoy  the  Lands' 
End  experience  as  millions  already  do. 
What's  to  lose? 


Please  send  free  catalog. 
Lands'  End  Dept  H-37 
Dodgeville,  WI 53595 

Name , 


Address . 
City 


State . 


.Zip. 


□  Please  send  information  about 
your  new  international  service. 

Or  call  Toll-free: 

1-800-356-4444 


Collectors 


By  Christie  Bromi 


Now  that  his  antique  English  furniture  col- 
lection is  worth  $8  million,  Montreal 
scrap-metal  dealer  Herbert  Black  is  build- 
ing a  $3  million  home  to  showcase  it  all. 

The  house  of 
Chippendale 


A(>n  f  jfnittKfVKfrM  I  ijrftf 


Bh  (AKEiuL  not  to  spill  yo 
drink  at  Herbert  Black's  hous 
in  Montreal,  especially  if  yo 
arc  sitting  in  one  of  his  stately  maho 
any  armchairs  with  dolphin-head  fee 
and  fish-scale  legs. 

Each  of  these  two  matching  chair 
is  a  200-year-old  Chippendale,  wor 
about  $250,000.  But  they,  along  wi 
all  the  other  English  antique  pieces 
Black's  home — including  a  $750, 
Georgian  walnut  secretary — are  usi 
as  everyday  furniture.  They  are  n 
covered  or  roped  off  or  hidden  fro: 
view  only  to  be  dragged  out  for  special 
occasions.  "I  live  in  a  house,  not  . 
museum,"  says  Black. 

Black  isn't  at  all  nervous  about  liv 
ing  with  his  furniture,  althougl 
Lloyd's  of  London  may  be.  It  insure 
his  entire  collection  of  antique  En 
glish  furniture,  some  200  pieces  in  all 
most  of  which  date  from  the  IKtl 
century.  About  half  the  pieces  in  thi 
collection  are  Chippendales — mad' 
by  the  workshop  of  Thomas  Chippcn 
dale  (1718-79). 

Black's  collection,  put  togethc 
over  the  past  1 1  years  at  a  relativcb 
modest  cost  of  about  $2  million,  i 
now  one  of  the  best  such  collection- 
in  North  America.  And  its  value  con 
tinucs  to  grow.  Last  year  Christie'* 
catalogued  and  evaluated  his  pieces 
Total  worth:  nearly  $8  million. 

Collecting  old  things  is  nothing 
new  to  Black.  Born  in  1944  in  Montre 
al,  he  went  to  work  at  17  driving  i 
truck  for  his  father,  Peter,  a  scrap 
metal  dealer.  After  his  father  became 
ill,  Black  started  American  Iron  & 
Metal  Co.  (1969),  Inc.,  which  is  now 
the  largest  scrap  metal-recycling 
business  in  Canada.  With  offices  in 
Toronto,  Providence,  R.I.,  and  Tokyo, 
the  company  had  revenues  of  $150 
million  in  1989. 

Last  year  aim  reprocessed  320,000 
tons  of  waste  metal,  ranging  from 
toothpaste  tubes  to  refrigerators  to  jet 
engine  parts.  After  being  processed, 


\U4h<>!^(Oiy  (h'sk:  worth  Si'iO.OfX) 
From  Oeorge  III  era  (1760-I820). 


llcrlHrl  /i/fick,  rcry  murh  al  hanw  ii'ith  bus  $7'^(),0(HJ  (teorj^km  sccn'taty 
"I  Uvm  in  a  houme,  not  a  mummum." 
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the  raw  and  semifinished  met- 
al is  shipped  to  Korea,  Taiwan, 
the  U.S.  and  Canada.  His  U.S. 
and  Canadian  clients  include 
Pratt  &  Whitney,  ibm,  Geor- 
gia-Pacific and  Pepsi-Cola. 

But  while  it's  metal  that  has 
made  Black  rich,  what  has 
stirred  his  soul — and  opened 
his  wallet — is  fine  woodwork- 
ing. And  that  craft  was  never 
better  practiced  than  by  the 
English  cabinetmakers  of  the 
18th  century.  Their  custom- 
ers, flush  with  the  new  for- 
tunes made  on  burgeoning 
trade  with  the  Americas  and 
the  Orient,  had  the  time,  mon- 
ey and  taste  to  order  furniture 
that  made  a  fresh  statement  about  the 
booming  Georgian  era. 

England  in  the  late  17th  century 
was  emerging  from  a  dark  period  of 
warfare  and  civil  strife.  During  the 
reigns  of  George  I  (1714-27),  George  II 
(1727-60)  and  George  III  (1760-1820) 
England's  economy  thrived  and  cul- 
ture blossomed.  The  nation  under- 
went a  major  transition  in  lifestyle 
and  taste.  British  travelers  flooded  the 
Continent  on  grand  tours.  And 
George  II  encouraged  artists  to  sweep 
away  any  remaining  gloom  of  the  Jac- 
obean period. 

.  So  the  stage  was  set  for  Thomas 
Chippendale's  success  when,  in  1754, 
as  an  unknown  cabinetmaker,  Chip- 
pendale published  the  first  big  catalog 
of  elegant  furniture  styles.  The  Gentle- 
man and  Cabinet  Makers'  Director  (sic) 
was  humbly  (but  shrewdly)  dedicated 
to  the  Earl  of  Northumberland,  a  fash- 
ion arbiter  of  the  time.  It  was  an  im- 
mediate success.  Customers  flocked 
to  Chippendale's  workshop  anxious 


Man  CanuUK'jv/ljrM  l.)nhi 


Black  playing  on  antique  bagatelle  table 
Made  in  1758,  valued  at  $45,000. 


Chippendale  mahogany  artnchair 
Black,  has  two,  worth  $500,000. 


to  replace  their  boring,  heavy  oak  ta- 
bles and  chairs  made  50  years  earlier. 
Chippendale's  furniture  was  just  the 
ticket.  He  carved  rich  detail  on  gleam- 
ing woods  like  mahogany  and  walnut. 
Seashells,  animals,  floral  scrolls,  rib- 
bons, inlay  and  intricate  crests  richly 
adorned  the  pieces.  Designs  could  be 
Gothic,  Rococo  or  even  Chinese  in 
origin. 

Chippendale  slavishly  tended  to  his 
clients,  added  several  workshops  and 
eventually  became  a  hugely  success- 
ful favorite  of  nobility.  His  designs 
were  soon  copied  widely,  and  still  are, 
in  Europe  and  North  America. 

Black  started  collecting  English  an- 
tiques after  he  bought  his  current 
house  in  Westmount,  an  exclusive  en- 
clave of  Montreal  set  upon  a  plateau 
overlooking  the  city  and  the  St.  Law- 
rence River.  He  traveled  to  England  in 
1979  looking  for  antiques  to  furnish 
the  house,  which  was  built  in  1912. 
But*  at  first  he  balked  at  the  high 
prices.  A  single  Georgian  mahogany 
partner's  desk  dating  from  1765,  for 
example,  carried  a  price  tag  of 
$60,000.  But  after  talking  to  dealers 
Black  realized  he  had  a  choice:  to  buy 
decorative  pieces  and  later  examples 
for  a  tenth  of  the  price,  or  fork  over 
the  money  for  major  pieces  and  there- 
by become  a  serious  collector.  He  po- 


Mahcgany  commode,  circa  1 770 
Now  worth  about  $250,000. 


nied  up  the  $60,000  for  the 
desk  (which  is  now  worth 
$150,000)  and  has  been  col- 
lecting ever  since. 

For  over  a  decade,  Black's 
spare  time  has  been  spent 
haunting  galleries  such  as 
Apter  and  Fredericks  in  Lon- 
don and  Stair  &  Co.  in  New 
York,  as  well  as  the  auction 
houses  on  both  sides  of  the 
Atlantic.  He  has  become  ex- 
pert on  the  subject,  but  has 
nonetheless  been  burned 
twice  by  fakes.  But  with  an- 
tique furniture,  that's  better 
than  par  for  the  course.  Very 
few  English  antiques  were 
signed  or  labeled.  (Black  later 
recovered  his  investment — with  com- 
pounded interest — from  the  London 
dealer  who  had  sold  him  the  fakes.) 

Black's  successes  in  collecting  far 
outweigh  the  mistakes.  The  George 
III  desk  he  bought  in  1981  for  $85,000, 
for  example,  is  now  worth  $350,000. 
That  year  he  also  got  a  miniature  ma- 
hogany bombe  secretary  inlaid  with 
ebony  for  $12,000;  it  was  made  as  a 
cabinetmaker's  sample.  Today  the 
piece  would  sell  for  $40,000. 

But  as  his  collection  of  Georgian 
furniture  grew.  Black  decided  he 
needed  a  Georgian-style  home,  too,  to 
show  it  off  in.  So  this  year  he  will  raze 
his  unglamorous  brick  house  in  West- 
mount  and  erect  a  stone  house  with 
Georgian  features,  to  better  comple- 
ment his  collection.  The  house  will 
cost  around  $3  million.  His  designers 
are  David  Easton  and  Eric  Smith  of 
New  York.  Their  current  projects  in- 
clude John  Kluge's  Scottish  castle  and 
Sid  Bass'  Manhattan  apartmeiit,  put- 
ting Black  in  fancy  company. 


AMSJfjm^\ 


Christie's 


Walnut  armchair  worth  $220,000 
Black,  bought  Ufor  $18,000. 
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Careers 


In  a  small  business,  the  ''hoard'  often  con- 
sists of  the  owner's  wife  and  son.  So  where 
is  the  boss  to  turn  for  sage  advice? 

''The  next  thing  I 

know,  rm  running 

the  business" 


By  Ronald  Bailey 


ONE  DAY  I  was  just  3  27-ycar-old, 
happily  skiing  along.  The  next 
thing  I  know  my  dad's  dead  of  a 
heart  attack  on  the  ski  slope  and  I  am 
running  the  husiness." 

That's  Peter  Canahl,  44,  talking.  It 
was  17  years  ago  that  Ganahl  sudden- 
ly— and  unexpectedly — found  himself 
president  of  the  family  lumher  opera- 
tion, Anaheim,  Calif. -based  Ganahl 
Lumber  Co.  Ganahl  knew  he  could 
never  replace  his  father,  but  after 
heading  Ganahl  Lumber  for  three 
years,  he  also  knew  he  needed  tcj  get 
some  sage  advice  from  somewhere. 
That's  why  he  turned  to  the  Executive 
Committee  Inc.,  a  San  Diego-based 
outfit  that  puts  chief  executives  of 
small  companies  together  to  talk 
about  business  problems.  It's  sort  of  a 
floating  board  of  directors. 

Ganahl  is  certainly  a  believer.  He 
credits    the    Executive    Committee 


I'li.^.rt  In  ( liiiik  hiir<i 


with  helping  him  build  Ganahl  Lum- 
ber from  $2  million  in  annual  sales  to 
$70  million  over  the  past  14  years. 

The  Committee's  advice  often  gets 
quite  specific.  In  Ganahl's  case,  the 
group  has  been  telling  him  repeatedly 
that  he  ought  to  close  down  an  un- 
profitable (operation  that  was  milling 
wood  for  cabinetry  and  other  prod- 
ucts. Says  Ganahl,  "They've  been  on 
my  butt  for  a  long  time  for  me  to  get 
out  of  that  business.  We'd  made  a 
bunch  of  money  with  it  in  the  Seven- 
ties, but  the  business  changed  in  the 
Eighties."  Despite  the  Committee's 
urging,  Ganahl  resisted,  convinced  he 
could  turn  the  operation  around. 

Finally,  six  months  ago,  Ganahl 
closed  down  the  milling  plant,  reduc- 
ing the  staff  from  100  to  6.  Ganahl 
figures  that  closing  the  mill  saved  his 
company  $.S00,000  or  $600,000  a  year. 
Who  knows  how  long  he  might  have 
let  it  go  on  if  it  weren't  for  the  peer 
pressure  exerted  by  the  Committee? 


Then  there  is  the  case  of  Charle 
Kcagle,  50,  chief  executive  of  the  c&. 
Organization,  a  Rancho  Cucamonga 
Calif.-based  outfit  that  owns  and  op 
crates  24  restaurants  throughout  Cali 
forma  (annual  sales:  over  $30  mil 
lion).  Keagle  owned  45%  of  c&.c  an 
had  been  attending  Executive  Com 
mittee  gatherings  for  six  years  when 
in  1986,  a  group  of  his  fellow  stock 
holders  tried  to  sell  control  t 
Champs,  a  Canadian  restaurant  com 
pany.  Keagle  was  livid:  "It  was  clos 
to  20  years  of  my  life  and  I  didn't  wan 
to  sell."  With  advice  from  the  Com 
mittee,  Keagle  took  out  a  secon 
mortgage  on  his  house  and  got  an  ad 
ditional  bank  loan,  enabling  him  to  u 
his  C&.C  stake  to  more  than  51%. 

The    Executive    Committee    was! 
founded  in  1957  as  a  for-profit  group 
by  Robert  Nourse,  who  had  owned  his| 
own  metal  fabricating  factory  in  Mil 
waukce.  Like  many  entrepreneurial 
ideas,  Noursc's  concept  flashed  as  fast 
as  a  light  bulb.  While  he  was  attend 
ing  a  business  seminar,  it  dawned  on 
him  that  he  was  learning  more  from 
casual    after-seminar    conversations 
than  from  the  seminar  itself.  He  for 
malized  the  process  by  inviting  some 
Milwaukee-area  chief  executives  to 
meet  with  him  once  a  month. 

In  1968  industrial  psychologist  Fred 
Chancy  attended  an  Executive  Com 
mittee  meeting  in  Milwaukee  and 
was  impressed.  He  eventually  paid 
Nourse,  now  86,  about  $40,000  for  the 
rights  to  set  up  Executive  Committee 
groups  nationwide  (excluding  Wis- 
consin and  Michigan,  where  Noursc's 
original  company  still  runs  about  40 
groups).  Between  1968  and  1985 
Chancy  went  on  to  set  up  25  Execu- 
tive Committee  groups,  mostly  in 
California,  where  he  lives. 

But  the  Executive  Committee's  ex^ 
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In  charge  qfter  him  dad  died 
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A  promise  to  let  you  rinish  stories  I've  heard  a  hundred  times  herore. 


A  promise  to  make  Hawaiian  sunsets  more  than  a  topic  or  conversation. 


'       A  promise  to  take  care  or  you  even  ii  I  can't  he  there. 


iKin^  Lintls  us  one  to  tlie  otfier  like  a  promise  kept.  Notkin^  divides  us  like  a  promise  broken.  At  MassMutual  we  believe 
keeping  our  promises.  Tkat  way,  all  the  families  that  rely  on  us  can  keep  theirs.    kWK 

MassMutual 

»MasvKh„sw,M^,,a;ifrin  -arceco  sp..,x,teid  MA 011H  Wc  Kelp  you  kccp  your  proHiises. 


^H 

^ 

f^nj^^^^^^^^^^^^^H 

^^B-"^  jK^^^  y    '^^^^^^^^^^^1 

^^BU^^^^?^^ 

j 

1                                                 -jjMUBti^^a-.  ■                             ^1 

^  ^^^^1 

1 

Car  dealer  James  Glaze  Jr. 
Would  telemarketing  help? 

Careers 


pansion  began  for  real  in  1985,  when 
William  Williams,  53,  a  Ph.D.  in  in- 
dustrial psychology  and  a  Purdue 
classmate  of  Chaney's,  took  over  as 
president.  Williams  immediately 
launched  an  aggressive  growth  pro- 
gram, setting  up  140  Executive  Com- 
mittee groups  in  35  major  U.S.  metro- 
politan areas,  including  Los  Angeles, 
Atlanta,  Washington,  D.C.  and  New 
York.  There  are  also  Committees  in 
Canada,  Britain,  Australia  and  Japan. 
Of  the  organization's  2,400  members, 
about  1,900  reside  in  the  U.S.  and  500 
live  overseas. 

Membership  in  a  group  is  carefully 
screened  and  by  invitation  only.  In 
organizing  the  groups,  Williams'  25- 
member  staff  makes  sure  that  chief 
executives  from  rival  companies 
aren't  put  in  the  same  sessions.  Also, 
heads  of  companies  with  significant 
vendor  relationships  aren't  mixed  to- 
gether. In  established  groups,  the  cur- 
rent membership  must  approve  the 
entry  of  any  new  member.  Each  group 
is  limited  to  a  maximum  of  14  mem- 
bers, each  of  whom  pays  a  fee  totalmg 
$7,600  per  year. 

Another  rule:  Members'  businesses 
must  have  annual  revenues  of  at  least 
$2  million  and  employ  25  people.  The 
Executive  Committee  feels  that  heads 
of  smaller  businesses  often  lack  broad 
experience  and  may  not  have  enough 
time  to  devote  to  the  group  meetings, 
which  are  held  monthly. 

Chief  executives  are  asked  to  be 
completely  open  about  their  compa- 


Executiiv  (Jmmiillee's  WiltUitris 
2,400  members  worldwide. 


nies,  and  to  share  financial  and  per- 
sonnel information,  whether  they  are 
public  or  private  companies.  Confi- 
dentiality is  closely  guarded.  Says 
Kcagle,  "As  a  chief  executive,  you 
don't  even  realize  it,  but  you  arc  iso- 
lated. Before  I  joined,  there  were  times 
when  I  didn't  have  anyone  to  discuss 
problems  with,  and  it  was  a  very  lone- 
ly feeling." 

What  are  meetings  like?  Typical  is 
the  all-day  May  session  of  an  Execu- 
tive Committee  group  in  Ontario, 
Calif.,  a  little  more  than  an  hour's 
drive  east  of  downtown  Los  Angeles. 
The  initial  greetings  arc  jovial,  like  a 
group  of  friendly  golfers  gathering  for 
a  morning  round.  The  group's  chair- 
man, who  is  paid  $42,000  for  each  14- 
member  group  he  runs,  calls  the  day's 
session  to  order  promptly  at  8:30  a.m. 

Today  James  Glaze  Jr.,   president 


and  part-owner  of  a  string  of  Califo 
nia  automobile  dealerships,  neec 
some  advice,  and  because  he  won't  b 
able  to  attend  the  afternoon  sessioi 
he  needs  it  right  away.  Glaze  is  cor 
sidering  using  telemarketing  to  boos 
flagging  car  sales.  His  question  for  th 
group:  Has  anyone  had  any  experienc 
with  telemarketing  before,  and  hov 
did  it  go? 

Kozell  Boren,  president  of  Gulf  De 
velopment,  speaks  up.  He's  recentl 
begun  telemarketing.  He  strongly  rec 
ommends  that  Glaze  focus  on  fast 
ioning  a  good  script.  Also,  Boren  ac 
vises.  Glaze  should  monitor  custom 
ers'  responses  to  the  script 
listening  to  tape-recorded  calls.  Tha 
way  he  can  learn  how  to  modify  th 
pitch.  Another  member  suggests  tha 
Glaze  hire  a  kid  for  the  summer 
generate  a  list  of  prospects  by  goin, 
through  the  Division  of  Motor  Vehi 
cle  registration  files  and  a  reverse  tele 
phone  directory.  After  half  an  hour  ( 
give-and-take,  the  chairman  calls 
halt  to  the  discussion  and  Glaze  sum 
marizes  the  advice. 

The  usual  opening  of  the  meeting- 
delayed  today  by  the  telemarketin, 
discussion — is  a  presentation  by 
business  expert.  This  month's  exper 
is  a  psychologist  from  the  University 
of  Southem  California,  Jerry  Jellison 
on  the  topic  "Overcoming  resis 
tance."  Jellison,  a  dynamic  speaker 
has  met  with  more  than  60  other  Ex 
ecutive  Committee  groups.  He  aski 
for  examples  of  employees  who  are 
resistant  to  change.  He  makes  con 
Crete  suggestions  on  how  to  deal  witl 
each  of  them. 

After  lunch,  the  real  business  of  tht 
Executive  Committee  begins:  solvmj 
one  another's  problems.  Each  mem 
ber  brings  the  group  up  to  speed  or 
what's  going  on  at  his  company.  Ovci 
a  four-hour  period,  the  group  debates 
whether  to  trust  business  brokers 
how  one  member  should  finance  hi 
new  headquarters  building,  whether 
another  member  should  fire  his  long- 
time general  manager,  and  the  prob 
Icms  that  have  cropped  up  in  a  fourt 
member's  corporate  reorganization 
program. 

This  particular  group  includes  the 
chief  executives  of  a  lumberyard, 
restaurant  chain,  a  division  of  a  maioi 
international  manufacturer,  a  dcvc 
oper,  a  banker  and  a  civil  engineer— 
some  companies  are  private,  others 
are  public. 

What  do  they  have  in  common? 
learned  that  a  lot  of  my  problems  are 
not  unique  to  the  restaurant  indus- 
try," says  Keaglc.  "Every  business  has 
problems,  and  it's  surprising  how 
common  many  of  them  arc."  ■ 
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Edited  by  Jason  Zweig 


Second  chance 


Tlhomas  Spiegel  is  down  but  cer- 
tainly not  out.  Back  in  1985  Spiegel 
paid  himself  a  salary  of  $9  million  for 
ruiming  Columbia  Savings  &.  Loan  of 
Beverly  Hills.  His  love  of  junk  bonds, 
however,  ultimately  left  the  thrift  in- 
solvent; Spiegel  was  ousted  as  Colum- 
bia's chief  executive  last  December, 
and  in  January  federal  regulators  cut 
his  consulting  fee  from  $41,666  a 
month  to  $1  per  year. 

But  Spiegel  could  still  profit  from 
the  Columbia  debacle  by  using  his 
knowhow  and  his  contacts  in  the  junk 
bond  business.  Under  prodding  from 
the  Office  of  Thrift  Supervision,  Co- 
lumbia is  trying  to  sell  its  gigantic 
junk  bond  portfolio  as  a  single  pack- 
age (face  amount:  some  $5  billion). 
Spiegel  is  guaranteed  a  bonus,  amount 
unstated,  if  he  can  help  sell  the  junk 
pile.  It  won't  be  easy  work.  Columbia 
values  its  junk  bonds  at  $2.9  billion — 
but  outsiders,  factoring  in  the  skit- 
tishness  of  the  market  and  an  "illi- 
quidity  discount"  on  such  a  large 
block  of  bonds,  value  the  portfolio  at 
about  two-thirds  that  amount. 

Does  that  mean  no  one  wants  Spie- 
gel's junk?  Not  at  all.  ge  Capital  Corp. 


FrcUnth  Canior 


Ex-Columhia  S&l.  head  Thonuis  Spiegel 
Thefeda  still  need  him  on  the  Job. 


is  said  to  be  foremost  among  the  five 
to  ten  institutions  that  have  made 
bids,  and  raider  Nelson  Peltz  is  ru- 
mored to  have  made  an  offer. 

Columbia's  investment  bankers  at 
First  Boston  are  cooking  up  securi- 
tized  financing  that  should  make  the 
portfolio  more  palatable.  Basically, 
Columbia  would  take  back  a  note 
from  the  buyer  for  85%  to  90%  of  the 
sale  price;  the  note  would  be  secured 
by  the  junk  bonds  themselves.  The 
buyer  would  get  several  strong  cred- 
its, including  bonds  issued  by  McCaw 
Cellular  and  Revlon.  Such  a  deal 
wouldn't  really  reduce  Columbia's 
risk,  since  its  loan  to  the  buyer  would 
only  be  as  sound  as  the  junk  bonds 
themselves.  But  it  would  get  the  junk 
off  Columbia's  books  before  the  1994 
deadline  set  by  federal  law. 

What's  in  it  for  Spiegel?  That  de- 
pends on  how  important  a  role  Co- 
lumbia's directors  feel  he  played  in 
selling  the  portfolio.  If  they  award 
him  a  bonus  of  even  a  minuscule 
0.1%  of  the  sale  price,  he  could  make 
as  much  as  $2  million. 


Slim  Pickens 

Recently  T.  Boone  Pickens  told  this 
joke  to  a  roomful  of  stock  ana- 
lysts in  Manhattan:  A  banker  calls  in 
an  oilman  to  review  his  loans.  "We 
loaned  you  a  million  to  revive  your 
old  wells,  and  they  went  dry,"  says 
the  banker. 

"Coulda  been  worse,"  replies  the 
oilman. 

"Then  wc  loaned  you  a  million  to 
drill  new  wells,  and  they  were  all  dry 
holes." 

"Coulda  been  worse,"  answers  the 
oilman. 

"Then  we  loaned  you  another  mil- 
lion for  new  drilling  equipment,  and  it 
broke  down." 

"Coulda  been  worse,"  says  the  oil- 
man again. 

"I'm  tired  of  hearing  that,"  snaps 
the  banker.  "How  the  hell  could  it 
have  been  worse?" 

"Coulda  been  my  money,"  says  the 
oilman. 

The  analysts  roared  with  laughter — 


Mesci  LF.  s  T  Boone  Pickens 
"Coulda  been  my  money/ 


then  caught  themselves  and  starte* 
grumbling  to  one  another.  It  too! 
nerve  for  Pickens  to  tell  that  joke.  Hi] 
oil  and  gas  partnership,  Mesa  L.P.,  h 
distributed  $1.1  billion  to  its  limit 
partners  since  1985 — but  not  becaust 
of  strong  earnings.  Pickens  funded  th(  jj 
distributions  with  more  than  $1.5  bil 
lion  in  debt,  which  leaves  Mesa  witl 
little  financial  latitude. 

Pickens'  strategy  was  to  borrow 
money  (the  interest,  remember,  is  de 
ductible)  and  pay  out  distributions  t( 
his  limited  partners  (unlike  divi|  | 
dends,  the  distributions  would  hi 
taxed  only  once,  as  income  to  th« 
partners).  This  made  tax  sense,  but  i' 
would  only  make  economic  sense  i 
natural  gas  prices  rose,  which  Picken; 
assumed  they  inevitably  would.  Bu 
instead  of  rising,  the  price  of  gas  fel 
38%  between  1985  and  1989.  Thus 
Pickens'  debt  repayment  problems 
This  year  $  1 1 1  million  of  Mesa's  long 
term  debt  comes  due,  on  top  of  at 
least  $160  million  in  interest. 

With  only  $70  million  in  operating 
cash  flow  projected  for  1990,  Pickenj 
had  to  look  elsewhere  to  service  Mc 
sa's  debt.  He  recently  eliminated  al. 
distributions  to  Mesa's  partners.  Thai 
will  save  nearly  $300  million  this 
year.  But  the  move  hits  Pickens  righ 
where  he  lives:  Last  year  he  collectcc 
$7.5  million  in  income  on  his  owt 
partnership  units  and  earned  anothe 
$1.6  million  in  management  tecs 
Now  that  distributions  have  been  sus 
pendcd,  Pickens  is  no  longer  cntitlcc 
to  a  management  fee. 

Even  Pickens  admits  that  natura 
gas  prices  aren't  going  to  rise  enough, 
to  restore  Mesa's  cash  distribution 


220 


FORBES,  lUNE  11,  19V0 


AT  ROLMJHE  WAY  TO  GET  AHEAD 

AT  THE  OFFICE  IS  TO 

STAYAWAY  FROM  THE  OFFICE 


It's  not  that  we're 
amped  for  space  at 
OLM.  Very  simply,  we 
slieve  that  every  mo- 
fent  our  field  force 
)ends  in  our  office  is  a 
loment  that  they  could 
e  spending  with  you. 
.earning  your  business, 
sking  questions.  Finding 
ut  what  they  need  to 
now  to  make  your  tele- 
ommunications  system, 


applications  like  CallPath? 

You  see,  at  ROLM 
we  make  it  our  business  to 
know  yours.  And  that's 
something  we  can't  do  sit- 
ting behind  a  desk. 
Or  standing  around  the 
coffee  machine. Which 
means  as  a  ROLM  cus- 
tomer, you'll  be  seeing  a 
lot  more  of  our  people 
than  we  do.  And  that's 
fine  with  us.  Because 


8:56  a.m.:  the  ROLM  representative  reporting  to  work  ni      i  i 

nd  your  company's  oper-    at  readers  digest  World  Headquarters.  we  11  always  know  just 


tions,  as  effective  as  possible.  From  com- 
>ining  voice  and  data  facilities  into  one 
ntegrated  system  and  explaining  to  each 
imployee  exactly  how  to  use  it.  To  improving 
^our  call  center  productivity  through  new 


where  to  find  them.  And  so  will  you. 

For  more  information,  please  call  us 

at  1-800-624-8999  extension  235. 

WE  ASK  BETTER  QUESTIONS. 
YOU  GET  BETTER  ANSWERS. 

An  IBM  and  Siemens  Company 


r.  Dtgca  a  ,  rtgisiertd  iradtmiil  of  .h»  Rtadtr  s  D.g«t  Ajsooicon.  Inc  CallPJih  is  >  tradem«A  of  IBM©  1990  ROLM  Company. 
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before  1992  or  1993.  Pickens  has  90% 
of  his  estimated  $40  million  net 
worth  tied  up  in  Mesa,  which  means 
he  is  likely  to  be  a  mighty  quiet  corpo- 
rate raider  for  a  mighty  long  time. 


Munis  for  the  masses 

Tlhere's  been  a  lot  of  talk  about  how 
to  improve  America's  anemic  sav- 
ings rate.  Now  comes  a  fresh  idea 
from  James  Lebenthal,  chairman  of 
municipal  bond  specialist  Lebenthal 
&.  Co.,  Inc. 

Lebenthal — whose  quirky,  perky 
ads  for  municipal  bonds  have  been  a 
staple  of  the  airwaves  for  18  years — 
wants  to  make  munis  as  accessible  as 
U.S.  savings  bonds.  Municipal  bonds 
are  seldom  available  in  amounts  less 
than  $5,000,  but  Lebenthal  thinks 
"the  little  guy  should  be  given  a  crack 
at  an  instrument  that's  been  the  pri- 
vate province  of  the  millionaire." 

Lebenthal  wants  to  see  something 
similar  to  the  shelf  registrations  that 


the  Securities  &  Exchange  Commis- 
sion allows  for  stock  offerings.  That 
way,  tax-exempt  issuers  could  contin- 
ually raise  fresh  capital  by  selling  zero 
coupon  bonds  to  retail  customers  for 
$250  or  less.  To  encourage  long-term 
savings,  holders  would  incur  a  penal- 
ty for  cashing  in  their  bonds  after  less 
than  seven  years.  For  Lebenthal,  these 
mini-munis  could  mean  a  slew  of 
new — though  small — customers.'^ 

The  obstacles  to  Lebenthal's  pro- 
posal— among  them,  the  relatively 
high  costs  of  selling  such  small  bonds 
and  the  inability  of  some  government 
issuers  to  offer  zero  coupons — are  for- 
midable. But  Lebenthal,  a  former  Hol- 
lywood reporter  for  Life  and  ex-Madi- 
son Avenue  ad  copywriter,  is  a  persua- 
sive salesman.  "This  is  how 
Alexander  Hamilton  wanted  the  pub- 
lic debt  to  work,"  says  Lebenthal. 
"It's  very  democratic  capitalism." 


No  laughing  matter 

W'  hy  is  James  Jimirro  smiling?  Ji- 
mirro,  53,  is  chief  executive  of  J2 
Communications,  a  Los  Angeles- 
based  video  producer  and  distributor 
that  earned  $715,000  last  year  on  rev- 
enues of  $7  million.  He  will  also  soon 
be  the  owner  of  Nationul  Lampoon,  the 
sophomoric,      unprofitable      humor 


magazine,  which  he  expects  to  buy  fo 
$4.7  million  in  J2  stock  and  warrants 

But  Jimirro  is  griiming  through  grit 
ted  teeth.  To  get  the  Lampoon  back  oi 
its  feet,  he  will  have  to  spend  at  leas 
$4.5  million  to  cover  the  fees  involve( 
in  the  deal  and  to  improve  marketin 
design  and  editorial  quality.  That'i 
not  very  funny:  J2  has  only  $4.8  m: 
lion  in  the  bank. 

So  why  did  Jimirro  buy  somethin;^ 
that  even  he  concedes  is  in  dire  finan 
cial  straits?  "It's  one  of  the  only  franj 
chises  on  the  entertainment  market, 
he  says,  adding  that  the  Lampoo: 
could  be  a  source  of  valuable  vide 
programming.  Moreover,  the  Lam\ 
poon  has  rights  to  a  small  percentagi 
of  the  money  made  on  any  Lampoo] 
movies.  For  last  year's  National  Ixim 
poon  5  Oyristmas  Vacation,  for  example] 
Jimirro  says  he  expects  eventually  t 
receive  about  $500,000. 

Ever  since  he  took  J2  public  in  198 
Jimirro  has  produced  and  sold  video: 
on  the  cheap.  He  started  with  ch 
Paul  Prudhomme's  Louisiana  Kitcfjen  l ' 
and  2,  which  together  cost  jusl  if 
$110,000  to  make  but  sold  30,00C  _ 
copies  each  at  $11  wholesale.  Ther  ;, 
came  the  Mot/Mr  Goose  Video  Treasury  t 
and  J2's  biggest  hit:  Dorf  on  Golf, 
unlikely  comedy  with  Tim  Conwa 
that  cost  $100,000  and  grossed  $3 
million.    Such    bargain-hunting    en 


(■tMflm  Hiildlc  I 


Municipal  bond  broker  James  Ix^benthal 
He  wanta  to  sell  to  thm  "Uttlm  guy." 


i 
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\iiri  Siimma 


imes  Jimirro  of  J 2  Communicatiotvi 

igh  hopes  for  the  National  Lampoon. 


Died  Jimirro,  formerly  a  top  execu- 
ve  at  Walt  Disney,  to  more  than 
ouble  J2  revenues  in  the  past  three 
ears.  J2's  stock  was  recently  trading 
ver-the-counter  at  2y4,  or  11.5  times 
►St  year's  earnings. 

In  the  short  run.  Lampoon  isn't  like- 
to  help  J2  much.  Circulation  has 
umped  to  some  225,000  from  its  late 
970s  peak  of  around  800,000,  and  the 
lagazine  lost  $1.6  million  in  1989. 
/hat's     more,     slowing     economic 

owth  is  expected  to  crimp  most 
lagazines'  ad  sales  this  year. 

Jimirro  insists  that  he  will  retain 
im  Matheson  and  Dan  Grodnick, 
le  actor/producer  duo  that  took  over 
le  Lampoon  last  year,  as  copresi- 
ents.  Neither  man  has  any  previous 
xperience  in  publishing.  Sneers  for- 
ler  Playboy  executive  Michael  Carr, 

ho  quit  as  Lampoon's  publisher  four 
lonths  after  Matheson  and  Grodnick 
ad  hired  him:  "Those  two  guys 
ouldn't  implement  lunch." 

Jimirro  stands  behind  the  duo,  say- 
ig:  "I  don't  think  they've  had  their 
lot."  One  thing  is  certain:  For  J2's 
hareholders,  the  easy  laughs  are 
ver. — Lisa  Gubernick 


at  his  Long  Island  home  and  had  to  be 
sawed  free  by  rescue  workers. 

Since  that  incident,  Hudson,  45, 
has  lost  700  pounds.  But  he  knows 
firsthand  how  difficult  it  is  for  obese 
men  and  women  to  find  clothes.  Sens- 


ing an  opportunity,  he  has  started  his 
own  business,  Walter  Hudson  Ven- 
tures, Inc.,  a  mail-order  firm  that  sells 
designer  clothing  for  women  who 
weigh  200  to  1,000  pounds. 

In  Hudson's  first  nine  months  in 
business  he  has,  he  says,  taken  in  $1 
million  and  tumed  a  tidy  profit.  Ex- 
plains Hudson:  "There's  a  great  need 
out  there  [among  obese  people]  for  the 
basic  necessities  of  life:  not  just  cloth- 
ing, but  belts  and  shoes,  gloves  and 
socks,  even  jewelry." 

Established  retailers  already  offer 
fashions  for  women  over  size  14.  But 
Hudson  is  going  after  a  much  larger 
customer.  "I  don't  think  other  cloth- 
ing companies  realize  what  I've  got 
here,"  says  Hudson.  Indeed,  as  many 
as  40  million  Americans  are  at  least 
50  pounds  overweight. 

Hudson  targeted  women  first,  part- 
ly because  of  the  commiseration  they 
offered  him  when  he  hit  the  head- 
lines. He  shrewdly  saved  the  stacks  of 
mail — and  the  return  addresses.  From 
that  grew  his  mailing  list.  By  the  end 
of  this  year,  Hudson  plans  to  add  a 
men's  line.  He  hopes  to  offer  teen  and 
children's  lines  as  well. 

Hudson  wants  to  lose  500  pounds 
more  and  keep  building  his  business. 
Says  he,  "I  don't  believe  in  stopping.  I 
plan  on  doing  this  all  my  life." 

Mananne  Russell 


teaU 

TITal 

wWvei 


b 


y  big  business 

alter  Hudson's  company  is  tiny, 
yet  he  is  by  far  the  biggest  entre- 
neur  in  America.  Hudson,  who 
i^hed  1,400  pounds  back  in  1987, 
Je  the  headlines  in  a  most  unflat- 
ing  way:  He  got  stuck  in  a  doorway 


Entrepreneur  Walter  Hudson 

"Other  clothing  companies  don't  realize  what  I've  got  here. 
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ADVERTISEMENT 


What's  New  In  Fine  Corporate  Furnishini 


Spacesaver  Corporation's  Graphics 

Spacesaver  Corporation,  Ft.  Atkinson,  WI,  will  display  its 
Spacesaver  Graphics  at  NEOCON  22,  Merchandise  Mart 
#802,  Chicago,  June  12-15,  1990.  The  Graphics  combine  more 
than  25  typefaces  of  standard  letters  and  numbers  in  more  than 
40  colors  as  well  as  custom  logos  or  symbols  with  a  broad  selec- 
tion of  face  panel  laminate  colors  and  patterns  that  enable  the 
designer  to  enhance  the  functionality  and  visual  appeal  of  mobile 
storage  and  filing  systems.  Outline  versions  or  custom-designed 
are  also  available.  For  information:  (414)  563-6362. 


Hamilton  Sorter's  Cluster-Core 

One  sure  way  to  improve  the  appearance  of  your  office  is  with  a 
contemporary,  new  Cluster-Core  office  environment. 

Cluster-Core  furniture  systems  not  only  enhance  the  aesthetics 
of  your  office,  but  also  provide  up  to  62%  more  work  area  than 
conventional  desks.  All  in  less  floor  space.  What's  more,  their 
ergonomic  design  assures  user  comfort  and  productivity.  To 
learn  more  about  Hamilton  Sorter  Cluster-Core  systems,  call 
us  at  1-800-543-1605. 


Desio^ner 

Incorporating  Professional  Office  Design 


322  Eighth  Avenue/New  York,  NY  10001/(212)  620-7330 


Fixtures  Furniture 


fF. 


Bola,  a  new  sledless  sliding 
fun  or  formal  stack-gang 
chair!  The  ball  glide  allows 
bola  to  slide  easily  on  carpet 
or  hard  surfafce  floors.  The 
arched  arms  afford  several 
comfort  zones  for  every  per- 
son's arms  regardless  of  size. 
Vibrant  colors,  for  the  arms, 
frame  and  ball  glides  in  mix  or 
match  combinations,  give 
bola  a  fun  personality  while 
more  conservative  colors  and  ""  " 

tailored  glide  turn  it  into  a  chair  for  formal  uses.  A  retractat 
gang  allows  bola  to  be  used  in  auditorium  type  applications  1 
well  as  for  dining  seating  or  office  pull  up  chairs.  For  infomiati( 
contact  Steven  Rogers,  1-800-821-3500. 


Lux  C(Mnpany's 
Lux  Steel 


Lux  Steel  offers  today's  mo 
comfortable  and  versati 
designs  in  office  seatinj 
Ergonomic  features  inclu( 
an  adjustable  lumbar  and  a 
adjustable  back  for  adde 
productivity  and  increase 
energy.  Every  Lux  Ste 
chair  comes  with  our  Lift 
time  Frame  Guarantee.  Cal 
1-800-334-7426. 


Paoli's  Contempo  2 

The  transitional  design  of  Contempo  2  is  appropriate  for  eit 
contemporary  or  traditional  office  environments.  Selectiv^ 
matched  walnut  and  white  oak  veneers  are  offered  in  four  i 
ferent  finishes.  Depth,  warmth  and  protection  are  added 
Paoli's  multi-step  catalyzed  finish.  All  Contempo  2  desks  feat 
a  central  locking  system  as  standard.  For  information  call  1- 
457-7415. 
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Edited  by  Eric  S.  Hardy 


[as  the  turnaround  in  small  stocks 
nally  arrived?  William  LeFevre,  a 
larket  strategist  at  Advest  who  spe- 
lalizes  in  the  other  end  of  the  mar- 
et — the  30  Dow  industrials — says 
lere  is  at  last  some  evidence  that 
;condary  issues  are  performing  as 
'ell  as  big  stocks.  For  the  two  weeks 
Qded  May  17,  the  Dow,  nyse  com- 
osite,  Nasdaq  and  Wilshire  index  all 
Dse5%. 

This  is  quite  a  change  from  the  gen- 
ral  tenor  of  the  market  for  most  of 
le  1980s,  when  big-capitalization 
tocks  did  spectacularly  well  and 
mall  caps  didn't.  In  May  the  Dow  hit 

record  high  and  now  the  overall 
larket  appears  to  be  catching  up.  Ac- 
ording  to  LeFevre,  the  improvement 
1  secondary  stocks  is  actually  part  of 

trend  that  started  well  before  May. 
"hat's  quite  a  concession  from  some- 
■ne  whose  livelihood  is  based  on  big 
tocks. 

Smith  Barney's  John  Hoffmann, 
/ho  follows  emerging  growth  stocks, 
5  encouraged  about  strength  in  high- 
echnology  issues  and  thinks  this 
flay  be  a  sign  that  small-cap  stocks 
re  coming  to  life.  Among  his  current 
avorites  are  Pyramid  Technology,  Al- 
era  and  Agency  Rent-A-Car. 

If  you  want  to  stick  with  blue  chips, 
.eFevre  recommends  Eastman  Ko- 
tak.  "Now  that  the  Dow  has  broken 
»ut  of  its  trading  range,  Kodak  contin- 
les  to  be  one  of  the  few  stocks  being 
eft  behind,"  he  says. 
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Performance 

Last  4  weeks 
Since  12/31/89 
Since  peak  (10/9/89) 
Since  5-year  low  (9/25/85) 

The  Wilshire  index  as  of  5/17/90 
Market  value:  $3,167.5  billion 
Price/book:  3.3 
P/E:  17.2 
Yield:  3.1% 
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The  Best  Performing  Stocks 


Company 


Price         2-week  change 


P/E 


Avg  vol  (thou)^       Re!  voP 


Pinnacle  West  Capital 


16% 


28% 


3,307 


1.5 


Advanced  Micro  Devices 


10'/2 


22 


22 


,130 


2.1 


Medco  Containment  Services 


22'/2 


22 


5,401 


Sun  Microsystems 


293/4 


69 


23,876 


1.7 


Golden  West  Financial 


31 


21 


12 


1,392 


1.0 


The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Re!  vol' 

Holnam 

4% 

-21% 

51 

147 

2.6 

Hanover  Insurance 

23 

-18 

6 

666 

4.7 

Hechinger 

13'/4 

-9 

13 

39 

1.1 

Wang  Labs 

4'/8 

-8 

m 

2,046 

0.8 

Unisys 

i3y4 

-8 

M 

6,627 

1.1 

Closeup  on 

the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6.000  stocks,  capitalization  weighted 

3,379.58 

5.1% 

Europe,  Australia,  New  Zealand  and  Far  East^ 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

912.00 

7.4% 

Wilshire  index 

6.000  stocks,  equal  weighted 

21.33 

2.5 

Institutional^ 

Approximately  200  stocks  with  high  Institutional  ownership 

116.00 

4.5 

Dow  Jones  industrials 

30  stocks.  divisor-adjuste4  pnce  average 

2,831.71 

5.0 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

102.94 

1.7 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

354.47 

56 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

164.91 

3.2 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

193.49 

5.2 

Gold^  (composite  quote  of  6  major  dealers) 

$369.70 

-0.2 

Yen^  (per  $U.S.) 

152.28 

-3.7 

Amex 

Capitahzation  weighted  total  return:  stocks,  warrants 

354.94 

2.9 

Commodity  index^  (CRB  futures  index,  1967=  lOO) 

246.89 

0.4 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

445.74 

4.8 

Oil®  (W  Texas  Intermediate) 

$18.85 

4.7 

T  bills*  (90  days) 

7.65% 

-19  basis  points' 

Amex  international  market  index 

Capitalization  weighted  SO  largest  ADRs 

314.33 

7.0 

Broker  loan  rate* 

9.25% 

unchanged 

All  data  for  penods  ending  5/1 7/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 

index  was  created.  Stocks  listed  above  have  market  capiulizations  of  $500  million  or  more.  ^Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 

r.igc  daily  volume  over  a  2-week  period.  'Average  dailv  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.   Morgan  Stanley 

il  International  Perspective.  'For  period  ending  5/18/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.    Knight-Ridder  Financial 

i!     ination.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Fixed  Income  Revie>v 


Edited  by  Eric  S.  Hardy 


Yield  Curve 
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Basis  points 


The  Bond  Buyer  reports  that  d 
the  first  quarter  $25  bilhon  in  lo 
term  municipal  debt  (maturities 
months  and  over)  was  sold,  off  3.4' 
from  the  comparable   1989  quarti 
Short-term  tax-free  bonds  have  e 
rienced  an  even  sharper  decline.  Sea 
rities  Data  Co.  reports  that  corpoi 
tions  also  aren't  selling  as  much  del 
as  they  did  a  year  ago. 

This  apparent  reduction  in  the 
mand  for  credit  would  create  a  w 
derful   interest  rate  environment 
only  the  federal  government  were  all 
issuing  less  debt.  But  the  Treasu 
demand  for  fresh  cash  resulted  in 
$99  billion  increase  in  the  amount 
Treasury  bonds,  notes  and  bills  oui 
standing  during  the  first  quarter,  v 
sus  $57  billion  for  the  year-ago  peri 
The  credit  markets  have  been  absorl 
ing  this  debt  remarkably  well.  T 
yield   on   30-year  Treasurys,    whi 
shot  up  during  April,  has  settled  ba 
down  to  a  range  of  8.5%  to  8.8%. 

The  junk  corporate  market  has  ha 
more  than  its  share  of  recent  volati 
ty,  and  it  has  been  written  off 
many  investors.  This  is  probably 
overreaction.  "Just  because  Dre 
Bumham  collapsed  doesn't  mean 
whole  high-yield  market  went  wii 
it,"  says  Merrill  Lynch  managing 
rector  Martin  Fridson.  "Despite 
decline  in  high-yield  bond  funds 
1989,  the  Merrill  Lynch  index  of  hi 
yield  bonds  shows  an  average  ann 
total  return  of  13%  [from  191 
through  1989],  which  easily  exce^ 
the  return  on  Treasurys,"  says  Frid 
son,  adding  that  higher  rates  mon 
than  compensate  for  the  possibility  d 
additional  defaults.  He  rccommem 
that  investors  interested  in  junk  dei 
should  invest  in  high-yield  mut 
funds  rather  than  individual  issues 

In  some  ways,  recent  turmoi 
less-than-investment-gradc  bonds  h 
benefited  stronger  junk  issuers.  B( 
cause  the  whole  market  was  drag^ec| 
down,  some  companies  with  exec 
cash  have  been  buying  up  their  o 
debt  in  the  secondary  market.  It's 
bond  equivalent  of  share  buy-backs 
you  can  borrow  at  13%  from  a  bank  t( 
repay  a  bond  yielding  18%  to  maturi- 
ty, you  come  out  ahead.  The  account 
ing  rules  say  the  borrower  can  report 
the  difference  between  face  vakie  an4 
actual  retirement  cost  as  income 

Note'  Except  where  footnoted,  all  information  provided  by  Berkeley,  Calif. -bated  Barra,  a  financial  consullinK  firm.  '  A  basii  point  is  equal  to  one-hundredth  of  •  pcrcrniaxc  poM 
^Yield  on  ten-ycat  Treasurys  The  trailing  12-inonth  increase  in  the  Consumer  Price  Index,  through  4/30/^  'Source;  First  Boston.  ""Source  .Shrarson  Lehman  l-luilnn  'Tlirouf 
4/30/90.  'Three-year  total  return,  annualized. 


Spread 

over  Treasurys 

Total  returns 

Security 

Basis  points' 

Security                             1  year^ 

3  years'^' 

AA  corporates 

88 

AAA  corporates                     8.2% 

8.3% 

AAA  industrials 

81 

Ginnie  Maes'^                      10.9 

9.4 

Ginnie  Maes 

115 

Junk  corporates"                 -3.2 

4.9 

Junk  corporates'* 

773 

Municipals^                          7.2 

8.3 

Municipals^ 

-145 

Treasury  bonds                       8.4 

7.4 
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RASPUTIN'S  DAUGHTER 
« JOINED  THE  CIRCUS. 


John  D.  Rockefeller's  daughter 
believed  she  was  the  reincarna- 
tion of  King  Tut's  bride. 

Marlon  Brando's  son  put  out 
the  fire  in  Michael  Jackson's  hair. 


Al  Capone's  son  quit  his  job  as 
a  used  car  salesman  when  his 
boss  wanted  him  to  turn  back 
the  odometers. 

Benjamin  Franklin's  son  was 
arrested  as  a  British  spy. 

Mozart's  son  used  Salieri 
as  a  job  reference. 


Available  now  at  your 
local  bookstore  . . .  $78.95 
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In  writing  this  surprising  and  enter- 
taining new  book,  bestselling 
author  Malcolm  Forbes  looked 
beyond  the  surface  fame  into  the 
private  lives  of  some  of  the  world's 
most  celebrated  rulers,  tycoons, 
stars,  artists,  and  criminals  —and 
their  not-so-famous  progeny. 


WHAT  HAPPENED  TO  THEIR  KIDS? 
unearths  a  richly  varied  collection 
of  human  stories,  by  turns 
amusing,  alarming,  illuminating, 
and  sometimes  deeply  moving. 


SIMON  AND 
SCHUSTER 

A  PARAMOUNT 
COMMUNICATIONS  COMPANY 


FortMS  Photo  rUrry  B«nson  Jacket  design  <  1990  by  Lawrence  Ratzkin   Jacket  photos  ol  Ctiurchill,  Emstein.  Napoleon,  and  Barnum  by  Culver  Pictures/Peter  Levy  Research 
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The  Funds 


Natural  resource  plays?  Who  needs  them  in 
a  time  when  inflation  seems  under  con- 
trol? But  one  very  successful  international 
fund  is  getting  heavily  into  oil  and  timber. 


Pay  dirt 


Company 


Greif  Brothers 


By  Suzanne  LoeffeUMrfz 

IT  DISTURBS  Jean-Marie  Eveillard, 
the  manager  of  the  SoGen  Interna- 
tional Fund,  that  the  grocery  store 
near  his  weekend  home  in  upstate 
New  York  carries  hve  lobsters.  "The 
people  there  can't  afford  lobster,"  he 
laments.  That  they  buy  them  anyway 
reminds  Eveillard  of  just  how  overle- 
veraged  the  typical  Ameri- 
can credit-card-toting  con- 
sumer is.  Consumer  debt, 
he  goes  on,  along  with  gov- 
ernment and  corporate 
debt,  will  help  knock  the 
world  economy  into  reces- 
sion. Government  money 
ministers  will  attempt  to 
fight  the  recession  and  bail 
out  the  debtors  of  the 
world  by  inflating  their 
money  supplies. 

It's  a  long  way  around 
from  the  lobsters  to  Eveil- 
lard's  investments,  but  by 
the  time  he  gets  through 
with  his  economic  theorizing,  his 
rather  strange-looking  portfolio  be- 
gins to  make  sense.  SoGen  Interna- 
tional, a  stock  fund,  has  only  50%  of 
its  assets  in  stocks.  The  stocks  aren't 
what  you'd  expect.  No  Glaxo,  Philip 
Morris  or  ibm.  Its  largest  stock  posi- 
tion is  in  the  Bank  for  International 
Settlements,  which  owns  13  ounces 
of  gold  per  share.  Its  second-largest  is 
in  Greif  Brothers,  a  packaging  firm 
that  happens  to  own  317,000  acres  of 
U.S.  timberland.  The  focus  on  natural 
resources  continues  with  such  names 
as  Cyprus  Minerals  and  Minorco. 

This  50-year-old  investor  seems  a 


ertheless,  Eveillard  has  turned  in  a 
stunning  record.  The  $187  million  So- 
Gen International  Fund,  where  Eveil- 
lard has  been  portfolio  manager  for  12 
years  and  before  that  was  an  analyst 
for  5,  has  averaged  a  formidable  20.5% 
compound  annual  return  in  the  10 
years  ended  Mar.  31.  That's  almost 
three  points  better  than  the  s&.p  500's 
performance  over  the  same  period. 


Eveillard's  inflation  hedges 


These  profitable  companies  all  have  built-in  inflation 
protection:  natural  resource  holdings. 


Price' 


Hard  assets^ 


Bank  for  Intl  Settlements 


$4,821^  13.1  oz  gold' 


Burlington  Resources 


4,200 


3,239  mcf  gas  reserves 


4,000 


2.6  acres  timberland 


Longview  Fibre 


1,175 


1.0  acres  timberland 


Temple-Inland 


3,500 


3.1  acres  timberland 


'Recent  price  per  1(X)  .shares      "'Principal  hard  as.set.s  per  l(X)  shares 
'Per  one  share,  converted  at  II  =  1  4  Swiss  francs 


little  out  of  step  with  his  times.  Nev- 


Last  year  SoGen  made  the  Forbes 
honor  roll  of  stock  funds  on  the 
strength  of  its  long-term  returns  and 
its  A-t-  rating  in  bear  markets. 

Like  Eveillard,  the  fund  is  based  in 
New  York  but  has  a  French  accent. 
SoGen  was  originally  marketed  by  the 
Socictc  Gencrale  bank  to  French  in- 
vestors interested  in  the  U.S.  market. 
Now  the  fund  is  open  to  anyone  will- 
ing to  pay  the  3.75%  load. 

The  diverse  portfolio  includes  the 
Swiss  chocolate  company  Lindt,  the 
American  Bible  publisher  Thomas 
Nelson,  and  Mills  Music  Trust, 
which  owns  the  rights  to  some  of 
Duke  Ellington's  hits. 


Eveillard's  most  recent  purchases! 
have  been  in  junk  bonds  and  savi 
and  loan  stocks,  two  varieties  of  seci 
rities  that  make  most  investors  hoi 
their  noses  these  days. 

The  anchor  of  SoGen's  equity  po: 
folio,  however,  is  hard  assets.  Tim 
Eveillard  believes,  is  cheap  now. 
the  U.S.  government  reduces  its  tr( 
harvest  in  order  to  preserve  spott 
owls,  Eveillard  says,  timber  prices 
will  rise  and  earnings  will  increase  f 
timberland  owners,  such  as  Longvie 
Fibre  and  Popejlesources.  Pope,  wi 
65,000  acres  of  timberland  within 
50-mile  radius  of  booming  Seattli 
was  especially  attractive  to  Eveill 
who  hoped  that  profits  from  land  sal 
to  develoWrs  would  add  to  Pope's 
earnings.  However,  Pope's  manage- 
ment has  jumped  into  real  estate  dc; 
velopment  for  itself,  much  to  Evei 
lard's  chagrin. 

Ten  percent  of  SoGen's  portfolio  i 
invested  in  gold-related  securitie 
though  Eveillard  fears  many  of  th 
mining  stocks  have  become  ovei 
priced.  One  gold  stock  in  which  he 
still  sees  value  is  the  Basel,  Switzer 
land-based  Bank  for  International  Set 
tlements  ($4,821  over-the-counter  in 
Basel),  whose  $5,762  book  value 
would  be  $7,878  if  it  priced  its  bullior 
at  $370  an  ounce  rather  than  the  his 
torical  cost  of  $208.  "It's  a  well 
known  conservative  stock 
among  Europeans  but  ne- 
glected by  most  Ameri- 
cans," says  Eveillard.  Aus- 
tralia's Kidston  Gold  Mine 
IS  another  gold  holding 
though  the  shares  have 
dropped  15%  since  Evcil 
lard  bought  them.  SoGen 
has  fared  better  in  the  To 
ronto-listed  Euro-Ncv.ida 
Mining  and  Franco-Nevada 
Mining  companies,  which 
have  respectively  trip! 
and  doubled  since 
bought  them. 
For  oil,  Eveillard's  in 
vestment  vehicle  of  choice  is  a  royalty 
trust.  Because  nearly  all  of  the  income 
is  distributed  to  shareholders  and  the 
investments  are  passive,  management 
can't  dissipate  the  assets.  North  Euro 
pean  Oil  Royalty  has  royalty  rights  on 
oil  and  gas  production  on  3  million 
acres  of  West  Germany,  includim; 
most  of  the  state  of  Oldenburg.  IVrin 
ian  Basin  Royalty  Trust  collects  tov 
allies  from  western  Texas.  Permian 
Basin  is  trading  for  less  than  Eveillard 
paid,  and  North  European  is  tl.it 
Their  day  may  yet  come — the  il  iv 
when  the  average  American  fni.illv 
realizes  he  could  never  really  atlord 
lobster.  ■ 
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FOR  15  YEARS, 

VANGUARD  SHAREHOLDERS 

HAVE  PROHTED  FROM  OUR 

UNIQUE  BUSINESS  PHILOSOPHY: 

"PUTTHE 
SHAREHOLDER  HRSr." 

When  The  Vanguard  Group  was  founded  fifteen  years  ago,  it 
introduced  a  corporate  structure  unique  to  the  mutual  fund  industry. 
While  other  mutual  fund  sponsors  were,  and  still  are,  "for  profit"  com- 
panies owned  by  stockholders,  The  Vanguard  Group  is  jointly 
owned  by  its  Funds,  with  their  shareholders  profiting  from  the  sav- 
ings.incurred  by  operating  on  an  "at  cost"  basis. 

Shareholders  also  save  because  Vanguard  Funds  have  no 
sales  commissions  or  12b-l  distribution  fees.  In  addition.  Vanguard 
Funds  keep  costs  at  the  lowest  level  in  the  industry.  For  1989, 
Vanguard's  average  expense  ratio  was  0.35%  of  average  net  assets, 
compared  to  1.09%  for  the  average  mutual  fund.*  Other  things 
being  equal,  lower  operating  costs  enhance  the  compound  rate 
of  return  achieved  over  time. 

But  the  importance  of  low  cost  to  Vanguard's  structure  in  no 
way  reduces  our  commitment  to  provide  first  rate  service  to  institu- 
tional and  individual  shareholders  alike.  Indeed,  our  service  quality 
ranks  us  first  among  diversified  fund  families,  according  to  a  recent 
independent  survey. 

Moreover,  each  Vanguard  Fund  is  free  to  choose  its  own  in- 
vestment adviser,  whether  external  to  bring  particular  competence 
to  portfolios  with  special  tasks,  or  internal  through  Vanguard's  own 
professionals  when  investment  policies  and  cost  advantages  war- 
rant. All  of  which  is  to  the  benefit  of  the  Vanguard  shareholder. 

As  we  mark  our  fifteenth  anniversary,  we  are  pleased  that  our 
shareholders  have  made  us  the  largest  pure  no-load  mutual  fund 
company  in  the  world.  We  remain  firmly  dedicated  to  our  one 
simple  philosophy:  "Put  the  shareholder  first." 

For  more  information  on  how  Vanguard's  unique  philosophy 
can  work  for  you,  call  us  at  1-800-662-SHIP. 

TH^ariOTardGROUP 

^^  OF  INVESTMENT  COMPANIESsm 
*Source:  Lipper  Analytical  Services 
Funds  offered  by  prospectus  only  ©  1990  The  Vanguard  Group 


Take  the  next  ten  years  off. 


Today,  milliorv  Mnericans  have 
a  passion  for  om  ng:  growing 
young.  Which  is  whi;  -e's  Longev- 
ity magazine.  Longevity  teaches 
active,  well-to-do  readers  how  to  tuin 
back  the  clock,  shed  pounds,  fight 


flab,  think  young,  iron  out  wrinkles 
and  defy  the  laws  of  gravity.  Every 
month.  Longevity  delivers  over  one 
million  readers  with  a  median  age  of 
forty-two  and  one  burning  desire— 
to  stay  young  forever. 


LnrUBEX/ITY 


Longevity.  The  practical  guide  to  the  art  and  science  of  staying  young. 


ANTI-AGCRS 


Capital  Markets 


MONEY  &  INVESTMENTS 


The  brokers  are  promoting  'asset-hacked 
securities'  of  banks.  Most  folks  would  be 
better  off  in  U.S.  Treasurys. 

ASSET  PLAT 


By  Ben  Weberman 


The  signal  to  Citicorp  from  Stan- 
dard &L  Poor's  late  May  downgrad- 
ing of  its  debt  was  loud  and  clear: 
'Raise  your  capital  ratio.  One  way 
for  a  bank  to  do  that  is  to  package 
various  banks'  assets  and  sell  them 
off.  That  lowers  the  denominator  in 
the  capital-to-assets  ratio  of  a  bank, 
pleasing  credit  raters  and  regulators 
who  want  to  see  a  high  ratio. 

The  assets  are  sold  into  a  trust, 
which  sells  bonds  to  the  investing 
public.  Thus  investors  are  being  en- 
listed to  solve  the  banks'  financial 
problems.  Should  you  help  out?  De- 
pending on  where  you  live  and 
whether  the  investment  is  tax-shel- 
tered, the  bonds  could  be  a  good 
deal — better,  at  any  rate,  than  mar- 
ketable CDS.  For  a  lot  of  savers,  how- 
ever, these  new  bank  securities  are 
not  a  good  deal.  They  would  be  bet- 
ter off  in  Treasurys. 

Banks  holdhundreds  of  billions  of 
dollars  of  credit  card  receivables,  on 
which  they  typically  draw  18%  to 
20%  interest,  plus  fees.  These  high 
rates  provide  plenty  of  cushion  for  a 
security  paying  around  9%.  The 
gross  profit  can  be  used  to  cover 
credit  losses,  estimated  at  3.5%  to 
5%  of  principal  per  year,  and  to  cov- 
er servicing  expenses  and  the  cost  of 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


credit  enhancement,  if  a  guarantee 
is  bought  from  another  bank. 

That's  the  happy  story,  as  told  by 
the  underwriters  of  credit-card- 
backed  bank  debt.  What  do  the 
numbers  look  like  to  the  investor? 

In  one  recent  deal,  Merrill  Lynch 
sold  $250  million  of  five-year  notes 
backed  by  a  rolling  pool  of  credit 
card  receivables  of  Citibank.  The 
paper  came  out  in  April  at  a  price  of 
about  99y8,  with  a  9.15%  coupon,  to 
yield  9.2%  to  maturity.  The  issue 
got  an  AAA  rating  from  s&p,  the 
same  rater  that  didn't  like  the  looks 
of  Citicorp's  own  debentures.  With 
the  recent  decline  in  interest  rates, 
the  price  of  the  notes  has  improved 
to  101,  to  yield  9.1%.  That  is  a  45- 
basis-point  advantage  over  compa- 
rable Treasury  notes. 

Two  factors  should  be  weighed  in 
anyxomparison  of  this  asset-backed 
issue  (formally,  the  Standard  Credit 
Card  Trust  1990-4)  with  Treasury 
paper.  One  is  taxes.  If  you  live  in 
California,  the  state  income  tax 
shaves  up  to  85  basis  points  off  the 
return.  Some  other  states  have  still 
higher  income  tax  rates.  A  lot  of  the 
rest  have  rates  high  enough  to  wipe 
out  the  45-basis-point  spread  over 
Treasurys.  Of  course,  if  you  are  buy- 
ing for  an  ira,  Keogh  or  some  other 
tax-sheltered  account,  this  is  not  a 
consideration. 

The  other  factor  is  credit  quality. 
It's  very  high  for  these  credit  card 
notes.  The  issue  has  $317  million  of 
receivables  standing  behind  $250 
million  of  Class  A  senior  claim 
debt,  the  issue  we're  talking  about. 
Below  this  issue  in  seniority  is  $31 
million  of  Class  B  debt,  which  col- 
lects no  principal  until  all  Class  A 
debtholders  are  paid  in  full. 

But  is  very  high  good  enough? 


Nothing  comes  close  to  the  full- 
faith-and-credit  backing  held  by 
U.S.  Treasurys.  If  we  get  a  recession 
before  1995  and  if  enough  spenders 
spend  their  way  into  bankruptcy, 
then  bad-debt  losses  will  be  much 
higher  than  the  4.6%  suggested  by 
the  issuer.  A  hit  to  your  principal  is 
not  inconceivable. 

Here's  something  else  to  think 
about:  There  are  an  awful  lot  of 
companies  trying  to  push  credit 
cards  these  days — even  the  phone 
company — and  it  stands  to  reason 
that  all  the  competition  could  force 
issuers  to  lower  their  standards. 
Maybe  you've  gotten  one  of  those 
solicitations  recently  with  a  "preap- 
proved  credit  line."  Maybe  your  six- 
year-old  daughter  has  gotten  one. 

In  short,  there  are  palpable  risks, 
though  very  small  ones.  Standard 
Credit  Card's  debt  is  most  definite- 
ly not  backed  by  the  Federal  Deposit 
Insurance  Corp. 

On  the  matter  of  call  risk,  howev- 
er, this  bank  paper  is  almost  as  good 
as  Treasurys.  The  notes  can  be 
called  in  early  only  if  a  drastic  in- 
crease in  defaults  or  competitive 
conditions  reduces  the  card  portfo- 
lio's return.  In  that  case,  monthly 
repayments  from  cardholders  are  di- 
verted to  repay  principal  rather  than 
reinvested  in  more  receivables. 

Don't  be  surprised  if  your  broker 
plays  down  the  risks  of  the  asset- 
backed  bonds  or  scoffs  at  timid  in- 
vestors who  prefer  Treasurys.  The 
retail  underwriting  commission  on 
the  Standard  Credit  issue  ran 
1.75%,  or  $875  on  a  $50,000  invest- 
ment. (Institutional  purchasers  pay 
as  little  as  half  that  rate.)  In  con- 
trast, a  broker  will  place  a  noncom- 
petitive tender  for  $50,000  in  new 
Treasury  notes  for  a  fee  of  perhaps 
$50.  Brokers  would  starve  if  they 
spent  their  days  talking  people  into 
buying  Treasurys  at  the  periodic 
auctions.  Note:  The  prices  and 
yields  quoted  above  take  into  ac- 
count your  broker's  commission. 

Asset-backed  securities  sold  to 
individuals  are  designed  to  pay  in- 
terest monthly  rather  than  semian- 
nually, as  most  bonds  do.  That  gives 
a  compounding  advantage  to  the 
credit  card  paper,  but  note  that  the 
broker  has  probably  already  factored 
that  advantage  into  the  quoted 
yield.  An  investment  paying  9%  in- 
terest monthly  yields  as  much  as  a 
conventional  bond  paying  almost 
9.2% .  It's  the  latter  figure  that  you 
are  likely  to  hear  in  a  sales  pitch  for 
an  asset-backed  security.  ■ 
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Hold  your  powder  for  now,  but  be  ready 
for  the  once-in-a-decade  opportunity  that 
is  coming  soon  in  U.S.  secondary  stocks. 

DON'T  SELL 
AMERICA  SHORT 


As  a  result  of  the  inevitable  let- 
downs and  coincident  foreign  suc- 
cesses, we  think  too  poorly  of  our 
own  business  skills.  Instead  of  pre- 
mium valuations,  our  stocks,  and 
particularly  secondary  stocks,  sell 
at  discounts  to  global  averages.  But 
our  prospects  are  about  to  get  better. 

Why  do  I  say  so  now,  when  our 
self-regard  is  at  a  nadir?  One  reason 
is  that  demographics  stank.  Soon 
they  won't.  I'm  on  the  old  edge  of 
the  baby-boom  crowd — those  bom 
from  the  late  Forties  to  the  early 
Sixties.  By  our  mass  we  have  domi- 
nated U.S.  trends  and  will  for  de- 
cades. We  have  been  a  huge  dram  on 
America's  bottom  line.  In  our  youth 
we  merely  consumed  as  America 
invested  in  us.  In  our  early  adult 
years  we  spent  our  way  through  the 
typical  family  formation  stage, 
which  IS  a  low-income,  mass-buy- 
ing binge.  But  m  the  1990s  we  enter 
our  peak  carnmg  years,  and  that  will 
have  a  big  and  positive  impact. 

Folks  in  the  45-to-54-year-old  age 
group — which  we  baby  boomers  are 
entering — earn  more  than  anyone 
else.  For  example,  this  age  bracket 
historically  averages  a  huge  60%  to 
75%  more  mcome  per  capita  than 
the  25-to-34  year  olds.  This  produc- 
tive 45-to-54-year-old  group  will 
grow  46%  in  the  1990s,  according  to 
Bureau  of  the  Census  estimates. 
Meanwhile,  the  unproductive  prc- 
25  age  group  grows  by  only  1%  and 
the  25-to-34-year-old  family  forma- 
tion generation  will  actually  shrink 
by  16%.  This  means  higher  savings 
and  productivity  per  capita. 

Looking  at  it  another  way,  ten 
years  ago  there  were  70  million 
folks  in  the  productive  years  be- 
tween 35  and  65  supporting  a  larger 
group  of  103  million  folks  from  the 


When  I  stand  at  a  formal  pension 
plan  committee  review  and  start 
stating  the  case  that  the  1990s  will 
be  America's  decade  and  a  great  era 
for  smaller-cap  American  stocks, 
I'm  met  with  stark  disbelief  and 
blank  stares.  Then  silence,  fur- 
rowed brows  and  several  questions 
asking  whether  I  hadn't  heard  about 
Japan,  Germany  and  every  other  na- 
tion that  supposedly  is  now  better 
and  more  resourceful  than  we. 

Yes,  I've  heard  about  them  and  I 
have  heard  all  the  other  negatives, 
and  I  still  think  the  1990s  will  be 
our  decade.  Because  many  nations 
have  done  so  well  relative  to  us  re- 
cently, we  have  come  to  see  them  as 
better  than  they  are,  and  yet  the  big 
trends  are  now  starting  to  shift 
against  our  overseas  competitors. 

Twenty  years  ago  we  were  fearful 
of  the  communists.  We  were  fresh 
from  campus  protests,  civil  rights 
and  the  start  of  a  nonstop  string  of 
political  ethics  inquisitions.  But 
back  then  we  also  thought  we  were 
pretty  darn  good  at  business.  Our 
big  stocks  sold  at  p/es  of  20.  And  the 
Nifty  Fifty  at  40  and  50.  Why?  Be- 
cause they  were  going  to  grow  at 
high  rates  forever. 

Kenneth  L  I'Lsber  is  a  Woodsiclc,  Calif  -hcL^'d 
money  manager.  He  has  uritt^i  iwu  huohs. 
The  Wall  Street  Walt/,  and  Super  Stocks. 


largely  unproductive  ages  of  under 
25  or  over  75.  Ten  years  from  now 
there  should  be  fully  105  million 
folks  in  the  35-to-65  age  group  sup- 
porting a  like  number  of  youngsters' 
and  oldsters.  As  the  worker-to-con- 
sumer ratio  improves,  so  will  our 
profits,  our  image  and  our  stocks. 

Won't  we  continue  to  have  prob- 
lems with  drugs,  bad  schools  and 
varying  forms  of  social  decay?  Of 
course,  but  so  will  other  societies. 
Take  Japan.  It  will  be  particularly 
hard  hit.  First,  it  faces  a  massive 
demographic  problem  almost  iden- 
tical to  that  we  are  now  leaving 
behind  Then,  too,  it  faces  an  on- 
slaught from  the  Pacific  Rim  where 
many  more  hungry  countries  are 
now,  for  the  first  time,  generating 
more  college  graduates  per  capita 
than  does  Japan.  Those  countries 
will  be  going  after  the  markets  Ja- 
pan took  away  from  us  in  the  last  20 
years.  That  competition  will  insure 
us  cheap  imports  while  beating  the 
stuffing  out  of  export-dependent  Ja- 
pan and  its  still  overinflated  stock 
and  real  estate  prices. 

In  the  last  15  years  the  non-U. S. 
stock  market  has  mushroomed 
from  being  worth  $500  billion  to 
$6.3  trillion.  Half  that  value  is  in 
Japan,  even  after  the  recent  decline. 
By  contrast,  the  total  U.S.  market  is 
worth  about  $3.7  trillion.  Japan's 
market  is  overdiscussed  and  still 
overpriced.  But  right  now  most  of 
the  other  $3  trillion  overseas  is  vul- 
nerable, too,  and  relatively  illiquid. 

What  should  an  investor  do?  My 
advice  right  now  is:  Wait.  Despite 
the  recent  alltime  highs  in  the  Dow 
Jones  industrials,  most  American 
stocks  are  nicely  below  their  Octo-  i 
ber  peaks.  I  think  we  arc  early  in  a 
major  global  bear  market.  It's  too 
soon  to  buy  yet.  But  the  worst  dam- 
age and  smallest  subsequent  recov- 
ery should  occur  overseas.  When 
the  time  docs  come  to  buy,  the 
place  to  be  will  be  here.  And  the 
stocks  to  buy  will  be  the  world 
of  smaller-capitalization  midsize 
companies  that  were  largely  ignored 
in  the  last  eight  years. 

As  Bill  Lowery  of  Performaiur 
Analytics  showed  me,  in  only  tv\ii 
of  the  last  six  decades  did  America's 
biggest-cap  stocks  beat  the  average 
of  all  stocks,  one  of  them  being  the 
19KOs.  In  four  of  those  six  decades 
smaller-cap  stocks  did  best.  The  re- 
cent experience  was  unusual.  The 
1990s  won't  be.  The  1990s  will  be 
an  American  decade,  and  one  when 
small-cap  stocks  lead.  ■ 
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Just  a  fraction  of  our  time  watching  movies 
could  help  bring  many  happy  endings. 


Just  afrXimRI^IKf^espend  on 

sports  can  help  keep  society  in  shape. 


Just  afractiori^^mat  we  spend  on 
clothes  could  help  mend  society 's  problems. 


Just  a  fraction  of  what  we  spend  on 
entertainment  could  be  music  to  someone 's  ears. 


Just  a  fraction  of  what  we  spend  dining 
out  could  help  pick  up  the  tab  for  a  good  cause. 


It  takes  so  little  to  help  so  much. 


Just  a  small  part  of  our  extra 
time  and  money  can  have  such  a 
big  impact  on  society's  problems. 

Millions  of  people  have 
helped  establish  five  percent 


f 


ivefhe 


What^u  get  back  is  immeasurable. 


of  their  incomes  and  five  hours 
of  volunteer  time  per  week 
as  America's  standard  of  giving. 
Get  involved  with  the  causes 
you  care  about  and  give  five. 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Mark  Hulbert 


Recently  some  bonds  have  gone  up  while 
others  have  gone  down.  Now  the  whole 
market  may  be  ready  to  move  together. 

BULLISH  ON 
BONDS 


means  is  that  "timing  the  market" 
may  not  be  as  effective  a  technique 
as  investors  thmk. 

It  was  because  of  this  bond  mar- 
ket bifurcation  that  I  feh  it  neces- 
sary, when  last  I  wrote  about  bond 
timing  newsletters  (Mar  19).  to  seg- 
regate them  according  to  which 
type  of  bond  they  tracked  most 
closely.  I  noted  then  that  those 
bond  market  newsletters  that,  ac- 
cording to  the  iiH),  had  the  best 
records  of  timing  government 
bonds  were  bullish,  in  contrast  to 
the  cautious  to  outright  bearish 
stance  of  those  with  the  best  record 
of  timing  corporate  bonds.  The  en- 
suing market  action  has  illustrated 
the  wisdom  of  their  split  opinion. 
Government  bonds  have  gained 
about  1.7%,  while  higher-grade 
corporate  bonds  have  essentially 
stayed  even,  and  lower-quality  junk 
bonds  have  fallen. 

But  now,  instead  of  the  split  that 
existed  several  months  ago,  the  top 
timers  in  both  the  corporate  and 
government  sectors  are  bullish.  And 
it's  the  poorer-performing  bond  tim- 
ers who  now  are  cautious  or  bearish. 
On  both  counts,  this  is  good  news 
for  bondholders. 

The  two  timers  who  best  tracked 
corporate  bonds  over  the  last  two 
years  were  bearish  when  I  last  wrote 
about  bonds  but  have  now  turned 
bullish,  at  least  for  the  short  term: 
Craig  Corcoran  of  Ininrcs  lloilinc 
and  Stan  Weinstein  of  /'ro/cssio/ui/ 
7'(i/)c  Rcackr  And  the  market  timers 
who  have  best  tracked  government 
bonds  also  are  bullish:  Gerald  Appel 
of  Systems  &  l-'onxcisis.  Paul  Mem- 
man  of  I'loid Exchange  and  Ben  Gar- 
side  of  Ciarsu/c  l-'orvaisl 

Contrast  these  best-performers' 
bullishness    with    the    pessimism 


Ask  an  investor  in  U.S.  Treasury 
securities,  and  he's  likely  to  say  that 
bonds  still  are  in  a  strong  bull  mar- 
ket. Ask  an  investor  in  corporate 
bonds,  however,  especially  in  those 
of  lower  quality,  and  you  will  get  a 
very  different  story. 

Consider  the  variance  among  the 
recent  performances  of  different 
segments  of  the  bond  market.  U.S. 
Treasury  securities,  as  measured  by 
Shearson  Lehman  Hutton's  Trea- 
sury Composite  index,  have  recov- 
ered almost  all  of  their  early  1990 
losses  and  are  just  basis  points  from 
their  alltime  highs,  set  late  last 
year.  Yet  junk  bonds,  as  measured 
by  any  of  a  number  of  the  popular 
high-yield  bond  mutual  funds,  are 
down  4%  to  6%  over  the  last  six 
months — after  having  been  down  in 
value  by  an  even  greater  amount 
earlier  this  year. 

These  conflicting  trends  are  what 
face  the  investor  who  is  looking  for 
a  bond  timing  investment  letter 
that  has  beaten  the  market.  Because 
the  bond  market  itself  is  so  hard  to 
define,  it  is  equally  difficult  to  de- 
termine which  bond  timing  news- 
letters have  beaten  it.   What   this 


Mark  Hulhtrl  Ls  editor  of  the  AlexamUia. 
Va-hwicd  Hulbert  Kinancial  Digest  Ills 
neuest  hook  is  The  Hulbcn  Guide  to  l-inan- 
cial  Newsletters  (Prohtis  f^iih/L'Jvnf>) 


among      their      poorer-performing 
brethren.  Those  with  the  poorest 
past  records  are  generally  bearish^ 
Their  average  recommended  mar-| 
ket  exposure  for  bond-only  portfo-. 
lios  is  today  just  42% .  This  is  a  mid-! 
point  between  the  extremes  of  bull-l 
ishness  and  bearishness  set  over  thel 
last  several  years.  It  stands  in  starki 
contrast    to    the    best-performers'| 
bullishness. 

Such  significant  divergences  be-| 
tween  the  opinions  of  the  best  per- 
formers and  the  rest  of  the  newslet- 
ter universe  tend  to  be  resolved  inl 
favor  of  the  best  performers.  Those! 
that  have  done  better  in  the  pasti 
over  the  long  term  tend  to  do  better] 
in  the  future. 

The  contrasting  behavior  of  gov- 1 
emment  and  corporate  bonds  isn't! 
the  only  thing  that  can  sabotage  I 
otherwise  profitable  bond  timing! 
advice,  however.  Another  is  the! 
split  between  bonds  of  short  and] 
long  maturities,  and  the  perfor- 
mance of  these  two  types  has  been] 
dramatically  different. 

Consider  how  much  has  been  rid- 
ing on  the  choice  of  maturity  so  far! 
this  year.  A  portfolio  that  was  well- 
diversified  among  all  Treasury  secu- 
rities having  a  maturity  of  at  least 
one  year  is  worth  today  about  the 
same  as  it  was  late  last  year.  But 
Treasury  securities  with  the  longest 
maturities  are  6%  to  7%  below] 
their  late- 1989  levels. 

Because  I  haven't  segregated  the 
market  timers  according  to  which 
bond  maturity  they  are  best  able  to  I 
time,  it's  hard  to  say  what  the  best 
performers  in  each  maturity  catego- 
ry are  recommending  now.  But  one 
thing  is  clear:  The  bond  "market"  is 
not  easily  defined.  And  given  this 
difficulty  with  definition  and  given 
the  very  different  results  shown  by 
different  categories  of  bonds,  I  con- 
clude that  market  timing  is  not  al- 
ways as  important  as  I  first  thought. 

This  is  not  a  problem  that  is 
unique  to  bonds,  of  course.  But 
bonds'  starkly  divergent  behavior 
over  the  last  few  months  well  illus- 
trates the  general  point:  When  there 
exists  less  and  less  of  a  stock  or 
bond  market  but  instead  a  market  of 
individual  stocks  and  bonds,  then 
market  timing  in  isolation  becomes 
less  important. 

In  the  meantime,  however,  given 
these  limitations  on  defining  the 
market,  the  message  from  the  best 
performing  timers  is  clear:  Bonds 
are  bullish  right  now — whetiur 
they  are  quality  or  junk.  ■ 
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FORBES  will  publish  seven  Asian  Edge 
special  advertising  supplements,  starting 
with  Korea  in  July,  followed  by  six  more 
supplements  between  September  1990 
and  January  1991.  Advertisers  that 
participate  in  four  or  more  of  these  seven 
supplements  targeted  to  an  area  which 
represents  the  world's  largest  growth 
potential  for  travel  and  business 
investment  will  receive  a  major  savings 
of  over  15%  for  each  advertisement. 

Get  the  details  now.  Contact  your  local 
Forbes  representive  or  Jeff  Cunningham, 
Associate  Publisher  at  (212)  620-2344. 
Don 't  miss  out  on  this  special  ^ 

opportunity  to  sharpen  the  edge  on  your 
Asian  Edge  advertising  investment.  ^ 


Financial  Strategy 


MONEY  &  INVESTMENTS 


No  longer  do  big  companies  offer  much 
in  the  way  of  job  security  for  their  middle 
managers.  What  can  they  offer  instead? 

RISKS  VERSUS 
REWARDS 


management  explode  in  the  1970s, 
when  nationwide  overall  nonpro- 
duction  personnel  grew  three  times 
as  fast  as  total  employment. 

With  the  middle-management 
ranks  thinned  and  survivors  having 
much  more  responsibility,  you 
might  think  that  a  great  deal  of 
chief  executive  attention  would  be 
spent  on  their  care  and  feeding.  Spe- 
cifically, you  would  expect  to  see 
big  salary  increases,  liberal  bonuses 
and  other  carrots.  Not  so. 

Anheuser-Busch,  Waste  Manage- 
ment and  Allied-Signal  have  mean- 
ingful stock  option  and  bonus  plans 
that  reach  deep  into  the  ranks,  but 
they  are  the  exceptions.  Such  perks 
as  company  cars,  estate  planning, 
financial  counseling  and  health 
club  memberships  are  offered  to  1% 
or  fewer  of  the  employees  of  Ameri- 
can firms.  To  add  insult  to  injury, 
senior-management  compensation 
has  been  growing  much  more  rapid- 
ly than  middle-management  pay.  In 
1989  the  median  chief  executive 
salary  and  bonus  rose  8%,  compared 
with  5.2%  for  other  managers. 

Why  aren't  chief  executive  offi- 
cers more  concerned  with  the  wel- 
fare of  their  middle  managers?  It 
may  be  that  they  have  been  concen- 
trating so  intently  on  reducing 
numbers  that  they  have  lost  sight  of 
the  importance  of  upgrading  and  en- 
couraging those  who  remain.  Too 
often,  compensation  for  middle 
managers  is  viewed  not  as  a  motiva- 
tion tool  but  as  a  business  expense. 
When  a  body  gets  too  expensive,  get 
rid  of  it  and  bring  in  a  cheaper  body. 

That  was  clearly  the  case  at  Ex- 
xon in  1986.  COLA  clauses,  merit 
pay  raises,  etc.  had  created  such 
huge  pay  differences  between  youn- 
ger and  older  managers  that  Exxon 


Until  several  years  ago,  bright 
young  managers  faced  clear  career 
choices  between  risk  and  reward. 
They  could  work  for  large  firms 
with  limited  upside  potential  but 
with  virtual  lifetime  employment 
guarantees.  Or  they  could  join  small 
firms,  with  little  job  security  but 
with  shots  at  the  brass  ring. 

For  those  who  chose  security,  the 
past  decade  has  been  a  nightmare. 
The  restructuring  of  American  busi- 
ness, first  in  response  to  excruciat- 
ing international  competition  in  the 
early  1980s  and  culminating  in  the 
LBO  craze,  has  cost  over  1  million 
managers  their  jobs.  Such  previous- 
ly paternalistic  employers  as  at&t, 
IBM  and  Eastman  Kodak  have  used 
"voluntary"  or  mandatory  programs 
to  cut  out  tens  of  thousands. 

When  I  joined  Standard  Oil  of 
New  Jersey  (now  Exxon)  in  1963,  it 
took  real  skill  to  get  fired.  In  1986, 
however,  Exxon  introduced  a  volun- 
tary termination  program  designed 
to  cut  overall  personnel  by  20%, 
with  particular  emphasis  on  reduc- 
ing middle-management  costs.  Like 
many  firms,  Exxon  had  let  middle 

A.  Gar)'  Shillinfi  Ls  president  of  A.  Gary  Shil- 
ling &  Co.,  economic  consultants  and  asset 
managers  His  firm  pnhlLshes  Insight,  a 
monthly  newsletter  corering  the  business 
outlook  and  investment  strategy. 


was  deliberately  dispensing  with 
older,  expensive  middle  managers 
to  clear  the  way  for  cheaper  young 
tigers.  This  zeal  for  cost  control 
makes  sense,  but  it  has  been  pushed 
to  the  point  where  the  bright  youn- 
ger managers  see  little  chance  for 
big  rewards  at  large  firms,  and  lots 
of  risk  that  they,  too,  will  be  pushed 
out  to  make  room  for  younger  peo- 
ple in  a  few  years.  Small  wonder 
that  so  many  of  the  best  middle 
managers  are  leaving  to  join  smaller 
firms,  or  just  dropping  out  to  spend 
more  time  with  their  families. 

What  can  a  chief  executive  do  to 
retain  and  motivate  good  middle 
managers,  including  his  own  suc- 
cessor? He  can  set  a  good  example 
by  linking  his  own  pay  to  perfor- 
mance. (Last  year,  when  top  execu- 
tive pay  rose  8%,  corporate  profits 
dropped  by  1 1%.)  This,  of  course,  is 
difficult  when  his  compensation  is 
often  set  by  a  sympathetic  board 
compensation  committee,  but  there 
is  no  rule  that  says  a  chief  executive 
can't  overrule  his  own  compensa- 
tion committee. 

Besides  restraining  his  own  ava- 
rice, the  boss  can  start  treating  his 
middle  managers  like  human  be- 
ings. Ask  them  what  they  want. 
They  will  tell  him  they  don't  like 
the  growing  pay  gap  between  them- 
selves and  senior  management,  and 
they  want  to  be  rewarded  on  the 
basis  of  their  individual  and  team 
performance  in  meeting  specific 
goals,  with  the  opportunity  for  ex- 
traordinary bonuses. 

And  this  means  building  big  vari- 
ations into  the  compensation 
ranges  for  middle-level  executives. 
It  is  too  easy  to  drift  into  a  bonus 
plan  in  which  the  average  is  x%  of 
salary,  with  the  good  guys  getting 
2%  more  and  the  bad  guys  getting 
2%  less.  A  recent  survey  revealed 
that  the  salaries  of  average  perform- 
ers rose  4.7%,  while  stars  got  7.7% 
more.  For  a  $40,000-a-year  employ- 
ee, this  is  a  $17-a-wcck  aftertax  dif- 
ference, hardly  enough  to  inspire 
do-or-die  effort.  Pay  for  performance 
also  means  ignoring  the  urge  to 
keep  middle  managers  abreast  of  in- 
flation, on  a  par  with  competition  or 
receiving  merit  increases  annually. 

Cutting  excess  payrolls  is  vital, 
but  no  less  vital  is  the  need  to  up- 
grade the  quality  of  the  people  who 
remain.  I've  a  feeling  too  many  top 
managers  regard  their  middle  man- 
agers as  just  so  many  bodies.  That 
attitude  may  be  as  costly  in  the  long 
run  as  bloated  payrolls  once  were.  ■ 
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Market  Trends 


MONEY  &  INVESTMENTS 


Not  every  overpriced  stock  is  a  good 
short:  The  silliest  ideas  in  the  world  have 
their  hard  core  of  true  believers. 

so,  HAVE  I  GOT 
A  STOCK  FOR  TOU 


By  Frederick  E.  Rone  Jr. 


Think  of  me  as  a  stock.  I  am  middle- 
aged.  I  play  basketball  once  a  week. 
On  a  good  day  there  is  a  sliver  of 
daylight  under  my  toes  when  I 
jump.  As  basketball  players  go,  I  am 
small.  Very  confidentially,  I  am  in- 
forming the  investment  communi- 
ty that  next  year  I  expect  to  be  the 
starting  center  for  the  Los  Angeles 
Lakers  and  to  earn  $5  million  a  year. 
Astute  investors  who  act  now  can 
buy  me  at  only  ten  times  next  year's 
earnings. 

People  familiar  with  my  basket- 
ball abilities  howl  with  laughter. 
However,  it  does  not  occur  to  them 
to  short  me:  They  know  I'm  worth- 
less. My  wife  considers  having  me 
committed.  But  if  I  lead  the  league 
in  scoring  next  year,  I  will  earn 
more  than  $8  million  in  1992. 

An  unlikely  stock  market  scenar- 
io? Yes,  for  two  reasons.  First,  we 
are  not  yet  in^a  roaring  bull  market, 
and  the  public  has  little  appetite  for 
absurd  speculation.  Second,  and 
more  important,  sports,  unlike 
business,  are  part  of  most  people's 
common  experience,  and  this  sort 
of  patent  nonsense  would  be  diffi- 
cult to  peddle.  But  let  me  assure  you 
that  in  a  real  bull  market  there  are 


Frederick  E  (Shad)  Rowe  Jr  is  the  general 
partner  of  Dallas'  Greenbrier  Partners,  a 
hedgefund. 


dozens  of  companies  with  huge 
market  capitalizations  with  the 
same  probabilities  of  realizing  their 
dreams  as  I  have  of  starring  in  the 
National  Basketball  Association. 
Which  is  to  say  none  at  all.  Bear 
with  me  while  I  pursue  the  basket- 
ball analogy  a  little  further. 

When  a  stock  like  "Rowe  Basket- 
ball, Inc."  appears  on  the  invest- 
ment scene,  it  has  the  makings  of  a 
perfect  short.  The  reason  is  timing. 
When  August  rolls  around  and  I 
have  not  been  invited  to  try  out 
with  a  single  team,  much  less  the 
Los  Angeles  Lakers,  the  fundamen- 
tal premise  supporting  this  absurd 
stock  will  be  irrefutably  discredited. 
The  stock  will  go  to  zero,  where  it 
belongs.  Good  short-sellers  always 
ask:  "What  is  the  catalyst,  when 
and  where  is  the  train  wreck?" 

Bob  Wilson,  the  famous  and  now- 
retijed  short-seller,  always  refused 
to  short  what  he  called  "manana. 
stocks."  (The  subject  company  defi- 
nitely is  going  to  do  something  mar- 
velous manana  or  at  some  other  ill- 
defined  time  in  the  future.)  The  sil- 
liest ideas  in  the  world  always  have 
their  hard  core  of  true  believers. 
When  true  believers  find  out  that 
their  beliefs  have  been  challenged 
in  the  stock  market  by  short-sellers 
(bears),  they  go  wild  and  the  result  is 
often  an  unpleasant  financial  and 
psychological  battle.  True  believers 
are  bulls,  and  stock  market  bulls 
react  to  a  rising  short  interest  in 
their  favorite  stocks  the  way  real 
bulls  react  to  the  matador's  red  mu- 
leta.  Unless  there  is  some  inescap- 
able reality  to  be  faced  at  some 
clearly  defined  point  down  the  road, 
these  battles  go  on  until  both  sides 
are  exhausted.  In  short,  do  not  short 
maiiana  stocks;   short  only  those 


where  you  are  convinced  the  day  of 
judgment  is  near. 

If  Rowe  Basketball,  Inc.  is  the  per- 
fect short  from  a  timing  standpoint, 
here  is  my  idea  of  a  perfect  though 
imaginary  manana  stock. 

The  Palacio  Group  manages  a 
chain  of  low-budget  motels.  The 
group  has  applied  for  licenses  to  op- 
erate casinos  in  both  Atlantic  City 
and  Las  Vegas.  Confidentially,  the 
chairman  has  told  a  number  of  peo- 
ple that  he  has  been  in  spiritual 
contact  with  Elvis  Presley,  that  El- 
vis is  not  dead,  but  that  he  is  merely 
taking  a  little  time  off.  There  are 
thousands  of  otherwise  sane  people 
in  this  world  who  share  this  same 
belief.  And  so  when  the  chairman 
intimates  that  Elvis  will  play  at  the 
Palacio  four  times  a  year  if  and 
when  he  decides  to  come  back, 
there  are  plenty  of  investors  around 
to  run  up  the  stock  price  of  Palacio 
Group.  Short-sellers  do  their  thing. 
The  stock  goes  higher.  The  chair- 
man urges  holders  not  to  allow  their 
shares  to  be  lent  to  short-seller  dev- 
ils, thus  ensuring  a  short  squeeze. 

In  order  to  "diversify  his  hold- 
ings," the  chairman  unloads  half  of 
his  position  for  twice  what  it  is  logi- 
cally worth.  Palacio  Group  is  not 
going  broke  and  so  the  dream  may 
live  for  years.  Short-sellers  present 
true  believers  with  copies  of  Elvis' 
death  certificate  and  the  coroner's 
report.  They  simply  smile.  They 
know  the  "truth,"  and  they  are 
making  money  to  boot. 

In  maiiana  stocks  you  may  end  up 
making  money  if  you  stay  the 
course,  but  the  struggle  is  seldom 
worth  it.  Since  there  are  too  few 
obvious  train  wrecks,  where  should 
an  eager  short-seller  look? 

Here  I  am  repeating  an  old  idea, 
but  I  believe  that  there  is  at  least 
one  important  theme  upon  which 
bears  or  hedgers  can  capitalize.  The 
real  estate  boom,  which  began  in 
the  1930s,  is  turning  into  a  national 
bust.  During  the  1980s  commercial 
rents  (office,  apartment  and  retail) 
did  not  keep  up  with  inflation.  Vast 
sums  were  borrowed  at  douole-digit 
costs  and  reinvested  at  single-digit 
returns.  That  is  a  formula  for  disas- 
ter. California  is  not  immune  from 
the  problem,  particularly  as  defense 
cutbacks  and  rising  interest  rates  in 
Japan  undermine  much  of  the  bull- 
ish California  real  estate  sentiment. 
I  would  continue  to  be  careful  of 
Wells  Fargo  (74),  which  also  has  lbo 
exposure,  Glenfed  (15),  Calfed  (17) 
and  Homefed  (32).  ■ 
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HNANCIAL  SERVICES 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including  some  very  \ 
famous  names  - 
which  I  believe  could 
"take  a  bath."  I'll  rush 
you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  is  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext  9064 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SrCall  Toil-Free 
1-800-633-2252 

(Ext.  2686-Dcpi   916BI4) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


BEFORE  YOU  HIRE  OR 
CHANGE  YOUR  BROKER 

let  us  screen  and  search  for  the 
top  investment  advisors  in  your 
area.  Anonymity  guaranteed. 
Fax  on  letterhead  for  more  infor- 
mation BROKER  SEARCH 
Dept.  #4;  1-403-469-1618 


CAPITAL  AND  INVESTMENT 
OPPORTUNITIES 


INVEST  IN  MINING 


INFORMATION  ON  U.S.  MINES 

&  MINING  COMPANIES 

Production.  Ore  Reserves.  Costs. 
Stocks.  Financials  S  Contacts 

$100  plus  $6.00  shipping 

RANDOL  MINING  DIRECTORY 

1658  Cole  Blvd  ,  #6-80  •  Golden.  CO  80401 
(303)526-1626 


Forbes: 
Capitalist  Tool 


^s) 


BUSINESS  EQUIPMENT 


How  do  1  buy  a 

Fax  Machine? 

Which  Fax  machine           .^^T^ 

do  1  need?  How  much 

f  ^XM\ 

should  Ipay  for  it?  What 

^jfM 

features  do  1  need? 

^^^^ 

With  over  250  fax 

^^B 

machines  on  the 

•3g 

market  today,  these 

are  valid  questions. 

^^^^K  ^ 

M 

If  you  are  at  a  loss  as 

L 

to  what  you  should 

3 

do,  stop.  look,  and 

ftl^  ' 

t 

read  the  FaxGuide. 

^^^B 

0 

The  information  con- 

^R^F 

s 

tained  in  this  guide  is 

^^^ 

easy  to  understand. 

^H^M  t 

:3 

easy  to  digest,  and 

~~  ^ 

applicable  not  only 

BL 

to  the  machines  we 

kW 

sell  but  also  to  the 

■^ 

entire  subject  of  fax 

Ik 

machines.  Urder              V       "^^7 

yours  today  at  no              ^      ^ 

charge. 

1-318-797-0251 

BUSINESS  SERVICES 


— We'll  be  your — 
Export  Department. 

International  import/export 
company  with  100  years 
experience  in  foreign  trade 
Will  become  your 

EXPORT  AGENT/MANAGER 

•  Represented  Worldwide 

•  Financing  Available 

•  Simplified  Transactions 

•  Language  Expertise 

Phone  Heinz  Gorski  or  Mike  Simond 
(201)  568-4920  or  FAX  (201)  568-0971 

eRUDOLPH-OESCO  COMPANY.  INC 
580  Sylvan  Avenue 
Englewood  Clilfs  New  Je'sey  07632 


I  The  easiest  »»8y 

PLACE  YOUR  ADS 

in  any  maior  newspaper  trade 

publication  or  magazine 
CALL1-800-522-4-ADS 

f1-800-5??-4?37) 

CLASSIFIED 
AD  BUREAU 


24  hour  tax  212  764-2934 


'\wei 


We  accept  C^] 

cut  out  and  retain  tor  future  use 


CAUGHT! 

Employee  theft,  drug  use  with 

concealed  video 

by  Sperry- Vision  Corp 

Call  for  FREE  VHS  tape 

and  information. 
Ivir,  Kelly  1-800-ROBBERY 


Save 

50% 


FREE  CERTIFICAI 

AWARD  PLAQUES  WHO 

Perfect  award  to  show  appreciation  a 
recognition  for  donors,  employees,      j 
salesmen,  members  and  at  meetinas 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-376 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


BUSINESS  OPPORTUNITIES 


OWN  YOUR  OWN  PRIVATE 
INTERNATIONAL  BANK 

Enjoy  the  ultimate  in  power, 
prestige  and  influence.  Create 
a  tax-free  fortune  through  your 
own  private  international  bank, 
with  major  profit,  privacy  and 
tax  protection  benefits.  Fully 
chartered  bank  available  in  a 
prime  locale.  No  experience 
required.  Phone  for  details. 

(800)  877-3777 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations.  General.  Aircraft. 
Boat  &  Shelf  Corporations. 

CaUWrite  for  FREE  KIT: 

P.O.  Box  484-FB 


h'liumrc 

\  W  Wilmington,  DE  19899 

A  but 


800-321 -CORP  •  302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 

available  from  governrnent  from  SI  wittiout  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinguent  foreclosures  CALL  1805)  682-7555 
EXT  H- 1030  for  repo  list  your  area 


SEIZED  CARS — Porsche,  Ferrari  Velle. 
etc  Trucks.  boStS.  4-wheelers.  TV's,  stereos, 
lurnilure  by  Drug  Enforcement  Agency,  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


QPI  I    YflllR  Brokers/Owners-list 


in  Japanese  MLS- 


DDUDCDTV  'yP^  service  Reach 
rllUl   Cni  I    1000's  ol  Brokers/ln- 

ml  A  PA  M  vestors/Corporations 
vMfMH  in  Japan  Free  trans- 
lation/typesetting Also  display  ads,  brokerage/ 
agency  sen/ices,  consulting,  marketing,  trade- 
shows  NO  COMMISSION 

Hori«  Bunker  1-800-USA-2111 


Successful  Austrian  Established 
Company  seeks  investment  capital 
for  establishing  joint  venture  in  Vien- 
nese style  pastry  sfiop  Success 
proven  in  Austria,  now  wish  to  ex- 
pand to  America  Contact  Herr  Pfef- 
fer  (Fax) Oil  431  512  0230;  Local  Mr 
IVI,  Woram  (Fax)  718  398-8060;  Tel: 
718  398-1658 


FRANCHISES 


Franchise 

your  business 

For  th*  •xp«rt  help  you  n««d 
b*com«  a  franchisor,  call 
tha  franchlaa  •paclallatt. 

Francorp' 

N*w  York     .  Chicago       Los  Ang* 

l212l*a>MOO      (70ai*SI   }»00        I3I3I3I 

1-800-877-1103 


EDUCATIONAL  SERVICE 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORA 

foi  Work  lil(  ind  / 
f»pet«nc»  No  CU 
Anendjna  Rtquind 
Call  (213)  471-0 
OuUkto  Calltom 
1  •  800-423-32- 
0'  send  detdited  ie$i» 
lor  Free  Evaluation 
Pacific  Western  University  < 

/  Wateilionl  Pid/a  SOD  Ala  Moana  Blvd    Honolulu  HI 


FREE  COLLEGE  TAt  I 


•  EXTERNAL  DEGREEsl 

Bul'nni  t  Public  AdrTMn.tlfllion         I 
Cf.m.n.l  Jullic*  Mgl    Th«olog»   LAW     I, 

r<nanciai  tid  •^•>iat}t«  M 

TOLL  FRII  24  hrt.  (800)  TJQ-OO" 

LA  SALLE  UNIVERSITY 
M,iiMi'ville,  LA  704/0  4000       1 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

•Total  managennent;  74,7% 

•Total  paid  circulation:  735.0( 

•Average  household 
income:  $162,000 

•Average  value  of  investmert 
portfolio:  $899,000 


COMPUTER  RENTALS 


WINE  CELLARS 


Next  Day  Delivery 
lywhere  in  the  U.S.A. 


I 


RENTALS 


Also  Available: 

•  IBM  PS/2     •  Compaq 

•  Macintosh    •  Laser  Printers 

•  Laptops       •  Portables 

And  a  host  of  other  peripherals 
Call  Toll-Free 


Computer  Rental 


800-765-4727 


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


296  Bottle  Credenza      Ret:  $  2795 

$  1795 

440  Bottle  Capacity                  2495 

1695 

700  Bottle  Capacity                   3495 

1995 

Designer  Models  -  Not  Handmade 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


499 
659 


Visa/UC/AmEx/Discmer 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


ISINESS  SOFTWARE 


REAL  ESTATE 


HISTORICAL 
REPRODUCTIONS 


FURNITURE 


Bcutive  Desk  Register  of  Publicly 
irporatlons.  All  5,000  US  corpora- 
iirrently  trading  on  the  NYSE, 
and  NASDAQ  Includes  company 
,  addresses,  teleptione,  fax,  ex- 
,  ticker  symbol,  CEO,  CFO,  and  in- 
Published  monthly  on  IBM  PC 
es.  Three  month  trial  subscription 
I  from  Demand  Research  Corpora- 
25  N  Michigan  Ave. ,  Chicago,  IL 
Tel  (312)  664-6500 


MANCIAL  SOFTWARE 


1/8.  Buy  Made  Easy.  Lease  vs.  Buy 
iplex  decision.  Hannlet,  "To  lease  or 
ease",  fs  a  soptiisticated  program 
analyze  leases  wilti  precision.  Very 
sy  to  use  with  color  windows,  on- 
and  printed  reports.  Runs  on  PC  or 
nly  $i695  witti  a  60-day  money  back 
Ilea.  Call  Ellen  today!  Decision 
;,  Inc.,  75  Soutfi  Fiftfi  St.,  MZ4, 
155402.(612)338-2585. 


FAX  PAPER 


f\  X      PAPER 


uaranteed  lowest  prices 
[  hour  shipping 
jaler  inquiries  invited 


II  or  fax  for  catalog/price 

1:  (516)  239-1854 

<:  (516)  239-1939 


:  FAX  PAPER  MFG. 


COMPUTERS 


nflRYmflClNDUSTRlESiNC 


r  13th  year  Of  DISCOUNTS 

■Rindy*  Compute  rs 
Radio  Shack*^Products 
Toll  Free  800-231-'3680 
Katy  Fwy.  Katy(Houston)  TX  77450 
-392-0747  Fax  (713)  574-4567 


PELLANEOUS  FOR  SALE 

ESTMENT  GEMSTONES! 
IRANTEED  LIQUIDITY!!! 

y  &  sell  Diamonds  and  all  Precious 

ones   Free  wholesale  catalog  since 

iMember:  Jewelers  Board  of  Trade  & 

(Kt  of  Commerce 
HOUSE  OF  ONYX 
One  Main  Street 
Greenville,  Kentucky  42345 
rOLL  FREE  l-m»-626^S2 


HISTORIC  BITTERROOT  VALLEY 
RANCH.  The  ranch  that  Marcus  Daly 
built.  Montana's  Copper  King,  who 
founded  the  Anaconda  Co.,  put 
together  his  famous  Bitterroot  Stock 
Farm  in  1886,  and  it  is  now  being 
offered  by  his  granddaughter's  estate. 
Adjoining  the  town  of  Hamilton,  4,300 
irrigated  acres  gradually  elevate  to 
±15,000  acres  of  rolling  grass  hills, 
heavy  timber  and  creek  bottom 
canyons  which  join  nine  miles  of  the 
National  Forest  Boundary.  The  ranch 
boasts  an  elk  herd  ranging  in  size  from 
500-800  head.  Trout  fishing  in  a  pro- 
lific "spring  creek"  that  rises  on  the 
ranch  as  well  in  a  spring  fed  lake  and 
another  mountain  valley  stream.  Pow- 
erful views  of  the  Bitterroot  Valley  and 
the  mountains  towering  above.  Offer- 
ing numerous  homesites.  An  impres- 
sive 2.000  AU  cattle  operation  that  is 
completely  self-sufficient  (with  top 
management  in  place.)  Historic  Brick 
Bams  and  great  tree  lined  meadows. 
This  is  positively  the  best  ranch  in  per- 
haps Montana's  finest  valley.  Less 
than  an  hour  from  Missoula,  Montana, 
with  its  university  and  major  airport. 

BIG  HORN  MOUNTAIN  RANCH. 

A  world  class  hunting  and  fishing 
property,  this  unique  6,000  deeded 
acre  ranch,  with  its  federal  and  state 
grazing  leases,  will  support  1,200  an- 
imal units.  The  ranch  sits  at  the  mouth 
ofonc  of  the  most  spectacular  canyons 
in  Wyoming,  on  the  western  slope  of 
the  Big  Horn  Mountains.  The  ranch 
controls  about  seven  miles  of  two  ma- 
jor creeks,  which  drain  the  highest 
peaks  of  the  Big  Horns.  The  high 
country  behind  the  ranch  is  some  of 
the  most  impressive  and  relatively  in- 
accessible in  the  Big  Horns.  Attractive 
improvements  and  an  incredible  build- 
ing site  in  the  mouth  of  the  canyon 
complete  the  package.  Priced  at 
$2,500,000.  Terms  are  available  to 
qualified  parties. 

Contact  exclusive  agent  for  sellers:  Hall 
and  Hall.  Int.,  P.O.  Box  1924,  Billings, 
Montana  59103.  (406)  252-2155  or 
(406)  587-3090. 


Wyoming  Ranch.  837  acres 
along  the  Greybull  River.  25 
miles  from  Cody,  Wy.  Pri- 
vacy, Big  Game,  Fishing. 
Western  Real  Estate.  Box 
2228,  Cody,  Wy.  82414. 
307  587  5584 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 

Treatment  with  elec- 
tronic   DRIONIC® 

keeps    the    heavy 

sweater    dry    for 

6    week    periods. 

Thousands  prescrib- 
ed   by   doctors.   Try 

Drionic  for  unequal- 

ed    sweat    control 

with     a     45     DAY 

MONEY  BACK  GUAR. 

Send  $125.  ea.  pair 

(specify     hands, 

underarms  or  feet). 

CAres.-i-6V4%.COD 

send   $25.    —    bal/ 

chgs  on  receipt. 
GENERAL  MEDICAL  CO.  Dapt.  FOB- 32 
1935  Armacost  Ave..  Los  Angeles,  CA  90025 

Phone  orders  -  MC/Visa  -  800  HEAL  DOC 


FEET 


C  1090  GEN  MED  CO 


REAL  ESTATE  SERVICES 


WORLD'S  MOSTSUCCESSFUL 
REAL  ESTATE  DEVELOPERS 
SHARE  THEIR  KNOWLEDGE 

Developing  Real  Estate,  1990 
Aug.  15-16,  Beverly  Hills 

Vic  Course  Rvr  Successful  Or  "Emerging"  Developers 
Tuition:  $945.00.  Includes  Course  Materials, 
Lunch  and  Reception.  (Group  Rates  Avail.) 
Limilfd  Space.  Course  Materials  if  purchased 
separately:  $645.00.  For  details/application, 
send  business  card  to: 

Real  Estate  Development  iNSTrruTE 

153  Buckskin,  Weslon,  Massachusetts  02193 
Nationwide  Non  Profit  D&/elopment  Educational  In- 
stitute. Establistted In  1975By  Tt)e  World's  Leading 
Dwelopers  -  (508)  358-2865. 
21  ORE  CREDIT  PROGRAM  available  at  additional  cost 


FREE  CATALOG 


Stand-Up 
Desks 

• 
Revolving 
Bookcases 

• 

Custom 
Furniture 


Solid  Mahogany  &  Other  Hardwoods 
Write  or  Call  for  FREE  Catalog: 

TIME-N-TIMBER  WOODCRAFTERS,  INC. 
FBS,  Box  355,  Silverhill,  AL  36576 
l-800-CRAFTED  or  1-800-272-3833 


EXECUTIVE  GIFTS 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


Ra^mavt^r  '""^^  **P9-  catalog 

DacKaawr  1.800.251-2225  or  write 

53  Jeffrey  Ave.,  Dept.  F-62.  Hollislon,  MA  01746 
In  MA  508.429-5940 


MONTHLY  I  VNTIES 
SHOW  YOUR  LOVE  TO  YOUR  SPECIAL  SWEET- 
HEART EVERY  MONTH.  EACH  MONTH  A 
NEW  AND  DIFFERENT  SEXY  BIKINI 
PANTIE  WILL  BE  SENT  TO  YOUR  LOVER 
GIFT  WRAPPED  WITH  A  CARD  FROM  YOU. 
Subscription  Length:     D  3  Month  $52.75 
D  6  Month  $98  75  D  12  Month  $192. 

Size:     D  Small  D  Medium  D  Large 

Send  check  or  money  order  to:  A.M.E.;P.O.  Box 
384;  Boundbrook.  NJ;  08805;  (201)  752-2766 
Please  include  name  &  address  of  recipient 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


Streetwalker 


Edited  by  Thomas  Jaffe 


Sun  also  rises 

Is  a  turnaround  finally  at  hand  for 
$184  million  (sales)  Sun  Electric 
Corp.?  For  50-odd  years  the  Crystal 
Lake,  111. -based  manufacturer  of  elec- 
tronic automotive  test  equipment 
was  a  leader  in  the  auto  service  field. 
But  in  the  late  1970s  Sun  was  slow  to 
respond  to  new  products  from  Allen 
Group  and  spx  Corp.'s  Bear  Automo- 
tive division,  its  two  main  competi- 
tors, and  lost  its  technological  edge. 
The  result:  It  suffered  five  straight 
years  of  losses,  from  1981  to  1985. 
Then  it  looked  like  Sun  was  back  on 
track;  it  made  money  in  1986  and 
1987.  Alas,  more  losses  followed.  In 
1988  it  ran  61  cents  a  share  in  the  red; 
last  year  was  even  worse,  a  $1.05-a- 
share  loss,  including  restructuring 
writeoffs. 

But  now,  says  analyst  Joseph  Phil- 
lippi  of  Shearson  Lehman  Hutton, 
Sun — recent  nyse  price  of  18^8 — has 
finally  recharged  its  batteries. 

Phillippi  is  particularly  keen  on  its 
snazziest  piece  of  equipment,  a  modu- 
lar computerized  analyzer  that  uses 
sophisticated  software  to  diagnose  the 
health  of  a  car's  electronics  on  a  mod- 
el-year basis.  Price  of  the  gizmo: 
$25,000  to  $30,000. 

Phillippi  also  thinks  Sun,  which 
makes  an  emissions  testing  machine, 
will  be  a  prime  beneficiary  of  the 
growth  of  the  auto  pollution  inspec- 
tion market.  He  estimates  this  mar- 
ket could  exceed  $350  million  in  the 
U.S.  by  the  mid-Nineties,  with  Sun's 
share  at  least  30%.  Finally,  Sun  is 
steadily  profitable  in  Europe,  where  it 
has  developed  a  number  of  dedicated 
testers  for  such  carmakers  as  bmw, 
Renault  and  Fiat. 

Phillippi  thinks  the  company  will 


earn  $1.50  a  share  this  year,  and  he's 
looking  for  $2.10  a  share  in  1991. 
Over  the  next  12  months  he  thinks 
the  stock  will  trade  in  the  mid  to 
upper  20s.  There  are  9.2  million  fully 
diluted  shares. 


The  rights  stuff 

Sometimes  Streetwalker  comes 
across  a  play  that  demands  a  fair 
bit  of  explaining.  The  "contingent 
value  rights"  of  drugmaker  Marion 
Merrell  is  just  such  a  case. 

Last  December  Marion  Laborato- 
ries merged  with  Dow  Chemical's 
Merrell  Dow  Pharmaceuticals  subsid- 
iary to  create  a  new  company:  Marion 
Merrell  Dow.  The  new  company  has 
278  million  shares  outstanding;  Dow 
Chemical  owns  67%  and  the  balance 
trades  on  the  nyse  at  a  recent  23Vh.  In 
1989  the  company  earned  a  pro  forma 
$396  million,  or  $1.43  a  share,  on 
sales  of  $2.25  billion. 

To  complete  the  merger,  Marion  is- 
sued Dow  128  million  Marion  shares. 
In  addition,  some  92  million  contin- 
gent value  rights  were  issued  to  Mar- 
ion's minority  shareholders,  on  the 
basis  of  one  right  per  each  Marion 
Merrell  Dow  share.  These  rights  trade 
on  the  Amex  under  the  name  of  Dow 
Chemical  right.  Recent  price:  lO-'A. 

According  to  Morgan  Stanley  8k  Co. 
analysts  Paul  Leming  and  Michael 
Sorell,  the  rights  representing  the 
back  end  of  this  merger  are  a  dyna- 
mite buy. 

The  terms  of  the  contingency  secu- 
rity are  as  follows:  On  Sept.  30,  1991 
Dow  must  pay  the  holders  the  differ- 
ence between  $45.77  and  the  average 
price  of  Marion  Merrell  Dow  for  the 
90  calendar  days  preceding  Sept.  18, 
1991,  up  to  a  maximum  payment  of 
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A  Sun  Electric  computerized  automobile  analyzer 
Are  the  years  of  sputtering  over? 


$15.77  per  right.  Thus,  if  the  averag( 
price  of  Marion  Merrell  Dow's  stock' 
is  $30  or  less  during  the  defined  peri 
od,  Dow  will  have  to  shell  out  the 
maximum,    or  around   $1.5   billion/ 
Dow  can  (but  probably  won't)  extend] 
the  expiration  date  by  one  year,  in 
which   case  payment   to  the   rights! 
holder  would  be  the  difference  be-* 
tween  $50.23  and  the  stock  price,  up 
to  a  maximum  of  $20.23. 

What  you're  betting  on,  in  short,  is 
that  by  Sept.  18,  1991  the  new  Marion 
Merrell  Dow  will  sell  below  $35  a 
share — that's  $45.77,  minus  the' 
$10.75  for  which  the  rights  now  trade 
Anything  below  $35  is  pure  profit  on 
the  rights.  On  the  other  hand,  if  Mar-  j 
ion  Merrell  Dow's  stock  goes  above 
$45.77,  the  rights  are  worthless. 

Analyst  Sorell  doubts  that  Marion 
Merrell  Dow  common  will  exceed 
$30  by  the  summer  of  1991.  Nearly 
half  of  last  year's  sales,  he  explains, 
were  generated  by  two  drugs:  Cardi- 
zem,  for  the  treatment  of  angina  and 
hypertension,  and  Seldane,  a  non- 
sedating antihistamine.  In  order  to 
shore  up  Cardizem  prior  to  the  expira- 
tion of  its  patent  in  1992,  Marion 
Merrell  Dow  has  introduced  a  sus 
tained-release  formulation  of  the 
drug.  But  the  product  launch  isn't  go- 
ing well.  In  addition,  there's  strong 
competition  from  a  rival  drug  made 
by  Pfizer  and  Merck  has  plans  to  de- 
velop a  generic  form  of  Cardizem 

As  for  Seldane,  which  goes  off  pat- 
ent in  1994,  Marion  Merrell  Dow  has 
addressed  the  problem  by  developing 
Seldane  D,  a  combination  deconges- 
tant/antihistamine. But  it  has  yet  to 
be  approved  by  the  fda. 

According  to  Sorell,  the  company 
will  earn  $1.75  a  share  this  year,  up 
22%  over  1989;  he  thinks  earnings 
will  rise  another  20%,  to  $2.10,  in 
1991.  But  between  1992  and  1994  he 
expects  earnings  to  plateau  at  $2.40  to 
$2.50  a  share.  With  those  kinds  of 
prospects,  Sorell  doesn't  think  that 
come  1991  the  stock  will  trade  for 
more  than  12  times  projected  1992 
earnings — which  would  put  its  price 
next  summer  at  about  $30  and  offer' 
the  rights  holder  a  good  shot  at  the 
full  $15.77  payment  from  Dow.  On 
the  rights'  current  price,  that  would 
be  a  return  of  around  45%. 

What  could  go  wrong?  Dow  always 
could  extinguish  the  liabihty  by  pay- 
ing $45.77  a  share  to  buy  the  92  mil- 
lion shares  of  Marion  Merrell  Dow  it 
doesn't  already  own.  But  that  would 
cost  $4.2  billion,  and  analyst  Lcining 
notes  that  the  Marion  Merrell  Dow 
merger  was  structured  to  include  the 
rights  so  that  Dow  could  conserve, 
not  spend,  cash. 
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Dbviously  there  are  complicated 
ys  to  arbitrage  the  common  and  the 
hts.  But  the  most  straightforward — 
nply  buying  the  rights — might 
)ve  best.  To  sum  up  the  situation: 
en  if  Marion  Merrell  Dow's  com- 
Dn  rises  about  30%,  to  $30,  through 
d-summer  1991,  the  rights  holder 
inds  to  pocket  a  full  $15.77  per 
;ht — a  profit  of  $5  (at  the  rights' 
rrent  price  of  10%). 
That  works  out  to  a  return  of 
Dund  36%,  annualized,  over  the 
xt  15  months. 


shes  to  ashes? 

■f  hile  practically  no  one  was  look- 

Iwing,  Goldman,  Sachs  &.  Co.  may 

Ive  pulled  off  a  sweet  deal  aptly 

'.med  Phoenix  Resource  Cos.  Inc., 

lich  on  Apr.  9  arose  from  the  ashes 

Chapter  11.  Oklahoma  City-based 

loenix  is  all  that's  left  of  Texas  In- 

mational  Co.,   an  oil  exploration 

itfit  that  went  bust  in  1988. 

On   the   surface.   Phoenix  doesn't 

ok  like  much.  Last  year  it  earned 

St  $430,000  on  operating  revenues 

only  $24.5  million.  So  why  would 

e  august  Goldman,  Sachs  have  qui- 

ly  scooped  up  the  bonds  of  this  dog 

hile  it  was  still  in  reorganization? 

s  a  result  of  an  equity-for-debt  swap 

April,  Goldman  now  owns  51%  of 

loenix'  16  million  shares  plus  62% 

the  company's  remaining  $50  mil- 

Dn  of  debt. 

Goldman's  interest  could  be  in 
loenix'  40%  of  the  concession  to 
jvelop  Egypt's  Khalda  oilfield.  Bid- 
ng  is  now  under  way  for  the  50%  of 
halda  owned  by  Du  Pont's  Conoco. 
If  Conoco's  piece  of  Khalda  goes 
igh,  figure  the  speculators,  this  will 
Jt  a  rich  value  on  Phoenix'  stake, 
nd  that  could  send  up  Phoenix'  thin- 
traded  shares  like  a  gusher.  Their 
;cent  price  on  the  Pacific  Stock  Ex- 
lange:  just  75  cents.  Another  possi- 
jihty:  If  the  offers  for  the  Conoco 
bncession  are  low,  Phoenix  itself 
lay  buy  it.  In  that  case,  who  better  to 
allect  the  fee^for  financing  such  a 
eal  than  Goldman? 
For  highly  speculative  investors 
'ho  can  afford  to  lose  their  principal, 
hoenix  is  worth  a  look,  based  on  the 
kely  sale  of  Conoco's  interest  in  the 
gyptian  oilfield.  On  the  minus  side, 
le  market  value  of  the  float  is  barely 
7  million;  if  the  sale  disappoints,  a 
)t  of  shareholders  could  get  trampled 
n  the  way  to  the  exit. 
On  the  other  hand,  you  have  the 
enefit  of  Goldman,  Sachs  as  your 
ivestment  partner. — James  R.  Norman 
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Ihis  is  the  way  you  always 
imagineiyie  South  Pacific 


Andrew  Harper's 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^r^aken  as  a  whole,  Fyi  is 
,  y  _  B      'perhaps  the  most  idyllic  and 
^  A  I        hospitable  archipelago  in  the 
^  *  ■        South  Seas,  its  essence 

^^L     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bhgh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
•    sive  coral  reefs,  shell-strewn 

beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds — 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719)  379-3263 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dirmer  and  lively  conver- 
sation are  er\joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tima,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  lo  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  th  ise  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific...  ■■ 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


1 


fH^  S\a\e 


Zip 


90E2 
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Looking  for  Prime  Prospects  Wlio  Are  Ready, 

Willing  and  Able? 


You  just  found  them. 

They'll  be  gathered  to  read  the  Forbes  Fran- 
chising supplement.  It  is  where  franchisors  can 
present  their  proposals  to  the  1990's  best  fran- 
chising prospects.  These  are  top  executives  and 
middle  managers  in  corporate  America  who 
have  the  business  smarts,  the  inclination  and  the 
capital  to  buy  and  run  their  own  businesses. 
Why  not  your  franchise? 

The  supplement  will  appear  in  the  September 
1 7  issue  and  will  surround  your  advertisement 
with  positive  text.  To  be  written  by  franchising 


consultant  and  co-author  of  Blueprint  for  Fran- 
chising a  Business,  Greg  Matusky,  the  supple- 
ment will  provide  an  ideal  showcase  for  your  fran- 
chise advertising  message. 

A  brochure  with  all  the  details  of  advertiser 
participation  is  available  through  your  local  sales 
representative  or  from  Forbes'  Franchising  Ad- 
vertising Manager,  Virginia  Carroll  at  (212)  620- 
2339.  To  learn  more  about  an  investment  that 
can  pay  big  dividends,  call  before  the  July  23 
closing. 


R>rbes 

Capitalist  Ibd 


^l;ashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 


eventy  years  ago  in  Forbes 

om  the  issue  of  June  12,  1920) 
»o  far  price  reductions  have  been 
)ted  chiefly  in  spring  clothing,  nota- 
y  silks,  and  in  furs,  shoes,  hats  and 
le  like.  ...  It  looks,  however,  as  if 
e  downward  movement  will  shortly 
nbrace  such  things  as  automobiles, 
actors,  heavy  machinery  and  imple- 
ments of  almost  all  kinds,  furniture, 
)ffee,  jewelry  and  a  number  of  other 
aples.  ..." 


/  for  the  1920  ^person  compares  its 
duty  to  that  of  the  Taf  Mahal 

Stocks  and  bonds  are  not  the  only 
roducts  of  Wall  Street.  .  .  .  The  great- 
st  financial  street  in  the  world  has 
ilso)  had  time  and  inclination  to  pro- 
uce  students.  Of  course,  they  are  not 
f  the  regular  academic  species;  but 
ley  are  none  the  less  earnest  in  their 
tudies  when  they  assemble  in  the 
v^all  Street  Division  of  the  New  York 
Jniversity  School  of  Commerce  to 
;am  the  science  of  finance  and  big 
usiness,  from  commonplace  book- 
eeping  to  the  most  modern  courses 
1  ocean  shipping  and  foreign  trade, 
his  division  has  its  headquarters  in 
le  Trinity  Building  at  90  Trinity 
lace,  recently  purchased  by  the  Uni- 
ersity  for  $207,000." 

lizty  years  ago 

^oni  the  L^isiw  ufyioie  1 5,  1930) 
Will  President  Hoover  veto  the  tar- 
ff?  In  view  of  his  announced  princi- 
les  and  policies,  and  of  the  protests 
f  30  nations  and  the  American  press 
nd  people,  can  he  do  otherwise?  Be- 
ore  his  election,  President  Hoover 
tressed  the  importance  of  earning 
nd  maintaining  the  goodwill  of  other 
lations.  ...  Is  not  the  Hawley-Smoot 
ariff  at  direct  variance  with  these 
lentiments?  Under  it  foreign  consum- 
rs  will  be  both  less  willing  and  less 
ble    to   purchase   American   goods. 


Their  threat  to  boycott  our  products, 
American  manufacturers  and  con- 
sumers realize,  is  understandable,  and 
hostility  at  home  is  almost  equally 
pronounced." 

"Never  in  our  history  has  the  prestige 
and  public  estimation  of  the  U.S.  Sen- 
ate been  at  so  low  a  point  as  today. 
Why?  Because  the  long-suffering 
American  public  is  becoming  disgust- 
ed with  the  unbusinesslike  methods, 
the  interminable  wrangling,  the  ob- 
structive tactics,  the  selfishness,  the 
hypocrisy  and  the  general  inefficiency 
among  our  legislators." 

Fifty  years  ago 

(From  the  issue  of  June  IS,  1940) 
"When  it  gets  going  full  blast,  almost 
all  contributing  economists  agree,  the 
national  defense  program  will  sharply 
stimulate  the  heavy  industries.  But 
the  economists  also  agree  that  the 
time  factor  is  important;  the  majority 
concludes  that  expanded  defense 
plans  can't  be  converted  into  orders, 
and  thus  into  production,  for  months 
to  come  in  an  important  v/ay." 

"During  the  week  ending  June  8, 
thanks  to  industrial  research,  the  U.S. 
set  out  definitely  on  the  road  to  self- 
sufficiency  in  rubber.  .  .  .  Standard 
Oil  Co.  of  N.J.  [is]  already  building  a 
plant  for  the  licensed  production  of 
Germany's  synthetic  rubber.  Buna. 
Now,  says  President  W.S.  Parish,  the 
company  has  developed  a  companion 
synthetic  rubber,  butyl,  which  is  in 
semicommercial  production." 

Twenty-five  years  ago 

(From  the  issue  of  June  1 5,  1965) 
"It's  getting  to  be  the  time.  The  right 
time  to  bring  home  the  troops.  The 
bulk  of  our  7th  Army  stationed  in 
Europe.  .  .  .  Today  the  versatile,  diver- 
sified, rocket-delivered  American 
atomic  capability  is  what  protects 
Western  Europe  from  any  outright 
Red  invasion.  Such  action  today  is 
probably  as  far  from  the  minds  of  the 
Kremlin  as  an  invasion  of  Russia  is 
from  the  minds  of  the  military  strate- 
gists of,  say,  Monaco." 

— Malcolm  Forbes 

"Of  all  the  uses  to  which  nylon  has 
ever  been  put — and  they  range  from 
ships'  hawsers  to  surgical  inserts  into 
the  human  body — none  has  created 
more  fashion  furor  than  the  Nude 
Look.  The  man  who  triggered  it  was 


After  inventing 
the  topless 
iKithing  suit, 
designer  Rudi 
Gemreich  (xime 
up  a  year  later 
with  the  Nude 
Look,  as  in 
thisfrontal 
vieiv 


West  Coast  designer  Rudi  Gemreich 
with  his  publicity  stunt  of  the  topless 
bathing  suit  a  year  ago.  The  topless 
bathing  suit  figured  in  the  1964  presi- 
dential campaign  and  produced  mil- 
lions of  dollars'  worth  of  free  space  for 
Gernreich." 

Ten  years  ago 

(From  the  issue  of  June  9,  1980) 
"Electricity  in  the  U.S.  has  always 
looked  like  a  bargain  compared  with 
the  rest  of  the  world,  but  that  is 
changing — fast.  During  the  year  that 
ended  Mar.  30,  the  cost  of  power  in 
the  U.S.  rose  26.1%,  while  other 
prices  .  .  .  went  up  14.7%. .  . ." 


Prototype  of  new  GM  rail  diesel  engine 

"The  Japanese,  whose  thrift  is  one  of 
the  wonders  of  the  world,  are  display- 
ing the  first  signs  of  the  buy-now-pay- 
later  syndrome.  The  country's  savings 
rate  ran  about  22%  of  income  through 
most  of  the  1970s  (versus  about  6%  in 
the  U.S.  and  14%  in  West  Germany). 
This  year,  however,  while  real  income 
has  slipped  a  little,  consumption  has 
held  up,  sure  evidence  that  the  Japa- 
nese are  dipping  into  savings." 
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History  is  indeed  little 
more  than  the  register  of 
the  crimes,  follies  and 
misfortunes  of  mankind. 
Edward  Gibbon 


The  past  always  looks  better 
than  it  was;  it's  only  pleasant 
because  it  isn't  here. 
FiNLEY  Peter  Dunne 


Happiness,  whether  in  business 
or  private  life,  leaves  very 
little  trace  in  history. 
Fernand  Braudel 


History  records  the  names  of 
royal  bastards,  but  cannot  tell 
us  the  origin  of  wheat. 
Jean  Henri  Fabre 


The  historian's  first  duties 
are  sacrilege  and  the  mocking 
of  false  gods.  They  are  his 
indispensable  instruments 
for  establishing  the  truth. 
Jules  Michelet 


History:  An  account  mostly 
false,  of  events  unimportant, 
which  are  brought  about  by 
rulers  mostly  knaves,  and 
soldiers  mostly  fools. 
Ambrose  Bierce 


Someone  said:  "The  dead  writers 
are  remote  from  us  because 
we  know  so  much  more  than  they 
did."  Precisely,  and  they  are 
what  we  know. 
T.S.  Eliot 


The  greatest  inventions  were 
produced  in  the  times  of 
ignorance,  [such]  as  the  use 
of  the  compass,  gunpowder 
and  printing. 
Jonathan  Swift 


I  am  ashamed  to  see  what  a 
shallow  village  tale  our 
so-called  history  is. 
Ralph  Waldo  Emerson 


Thoughts 

on  the  Business  of  Life 


How  you  start  is  important,  very 
important,  but  in  the  end  it  is 
how  you  finish  that  counts.  It 
is  easier  to  be  a  self-starter 
than  a  selffinisher.  The  victor 
in  the  race  is  not  the  one  who 
dashes  off  swiftest  but  the  one  who 
leads  at  the  finish.  In  the  race 
for  success,  speed  is  less 
important  than  stamina.  The  sticker 
outlasts  the  sprinter  in  life's 
race.  In  America  we  breed  many 
hares  but  not  so  many  tortoises. 
B.C.  Forbes 


It  is  just  possible  to  imagine 
what  past  epochs  included  in 
their  thinking,  but  not  what 
they  excluded. 
Hugo  von  Hofmannsthal 


The  great  achievements  of  the 
past  were  the  adventures  of 
the  past.  Only  the  adventurous 
can  understand  the  greatness 
of  the  past. 
Alfred  North  Whitehead 


The  historian  must  not  try  to 
know  what  is  truth,  if  he  values 
his  honesty;  for  if  he  cares 
for  his  truths,  he  is  certain 
to  falsify  his  facts. 
Henry  Adams 


A  good  writer  of  history  is 
a  guy  who  is  suspicious. 
Jim  Bishop 


More  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc. ,  60  Fifth  A  ve. ,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


To  be  ignorant  of  what  occurred 
before  you  were  bom  is  to 
remain  always  a  child. 
Cicero 


God  caimot  alter  the  past;  that 
is  why  he  is  obliged  to  cormive 
at  the  existence  of  historians. 
Samuel  Butler 


History  never  looks  like 
history  when  you  are 
living  through  it. 
It  always  looks  confusing  and 
messy,  and  it  always 
looks  uncomfortable. 
John  W.  Gardner 


History  makes  one  shudder 
and  laugh  by  turns. 
Horace  Walpole 


A  Text . . . 

Whatsoever  thy  hand 
findeth  to  do,  do  it  with 
thy  might;  for  there  is 
no  work,  nor  device, 
nor  knowledge, 
nor  wisdom,  in  the 
grave,  whither 
thou  goest. 

ECCLESIASTES  9:10 


Sent  in  by  Pauline  Roberts,  Lehi,  Utah 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  o) 
Life  is  presented  to  senders  oi 
texts  used. 


The  talent  of  historians  lies 
in  their  creating  a  true 
ensemble  out  of  facts  which 
are  but  half-true. 
Ernest  Renan 


That  men  do  not  learn  very 
much  from  the  lessons  of 
history  is  the  most 
important  of  all  the  lessons 
history  has  to  teach. 
Aldous  Huxley 
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There's  no  better  place  to  put  a  bundle. 


Wh 


'hat  ;*oes  into  a  Range  Rover? 

Just  about  anything. 

With  up  to  70  cubic  teet  of  storage,  a 
Range  Rover  can  take  on  more  than  any 
luxury  sedan. 

And  since  it's  designed  to  absorb 
nature's  hardest  knocks,  a  Range  Rover's 
a  smart  place  for  even  the  most  dehcate 
cargo. 

Of  course,  when  it  comes  to  posh, 
polish  and  luxurious  appointments, 


a  Range  Rover  more  than  hf)lds  its  own. 

And  to  make  the  stopping  as  graceful 
as  the  going,  Range  Rover  now  comes 
with  a  reniarkiible  new  anti  lock  braking 
svstem  that  critics  hail  as  the  world's 


ROVER 


most  sophisticated. 

So  whether  you  prefer  the  e.xiraxa 
gantly  appointed  standard  Range  Rover, 
or  the  even  more  luxurious  (-ouniy 
model,  simply  call  1  SOO  KINK  t\\  D 
for  a  dealer  near  you. 

Starting  ai  a  tad  more  than  S3S,()()(). 
a  Range  Rover  is  hardly  inexpensive 

Hut  where  else  can  you  put  a  bundle 
like  that  and  receive  such  a  handsome 
return? 


Opportunity 
Found 


In  search  of  financial  security. 
Somewhere  amidst  the  rise 
and  fall  of  investment 
alternatives  there  exists  a 
steady  course,  but  how 
do  you  find  it?  At 
Van  Kampen  Merritt,  we 
believe  in  a  disciplined, 
prudent  approach.  We  call 
it  investing  with  a  sense 
of  direction. 

Our  innovative  investment 
products  are  created  with 
market  wisdom  and  carefully 
managed  to  help  put  you 
within  clear  view  of  your 
financial  goals. 

We  have  sponsored  over 
$21  biUion  in  unit  trusts  and 
mutual  funds.  Whether  your 
objective  is  insured  tax-free 
income,  asset  management, 
municipal  or  even  health 
care  financing,  these 
products,  services  and 
programs  are  designed  to 
point  you  towards  a 
responsible  course.  And  as  a 
Xerox  Financial  Services 
Company,  we're  backed  by 
considerable  resources. 
Look  for  the  bright  light  of 
opportunity.  Look  to 
Van  Kampen  Merritt. 

For  more  information  on 
Van  Kampen  Merritt  invest- 
ment products,  including 
charges  and  expenses,  please 
contact  your  investment  repre- 
sentative for  a  prospectus.  Read 
it  carefully  before  you  invest  or 
send  money.  Or  call 
1-800-DIAL-VKM  ext.  1012. 
In  Georgia,  call 
1-800-633-2252  ext.  1012. 

Mutual  Funds,  Unit  Trusts, 
Municipal  and  Health  Care 
Finance,  Capital  Markets, 
Asset  Management,  Precious 
Metals,  Xerox  Life  Products. 


'denotes  trademark  of  Van  Kampen  Merritt  Inc. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 


I  Investing  ivith  a  sense  of  direction 


Science  Teacher  Fred  Holtzclaw 
Has  Successfully  Created  Energy  In 
A  Classroom. 

In  the  nearly  20  years  that  Mr.  Holtzclaw  has  been  teaching  high 
school  science  in  Tennessee,  he's  learned  a  lot  about  energy.  How  to  impart 
enthusiasm,  for  instance.  The  hard  work  needed  to  overcome  inertia.  And  most 
difficult  of  all,  what  to  do  about  bum-out. 

He's  not  alone.  Every  day,  teachers  all  over  the  country  face  the 
same  challenges. 

That's  why  Martin  Marietta  is  helping  to  underwrite  a  new  regional 
Academy  for  Teachers  of  Science  and  Math  at  the  University  of  Tennessee.  It's 
an  intensive  program  of  study  and  discussion  for  Martin  Marietta  Fellows;  out- 
standing educators  in  all  grade  levels.  Through  the  Academy,  the  private  sector, 
government  and  academia  are  all  joining  together  to  support  a  critical  educational 
initiative  by  President  Bush. 

It's  important  to  help  keep  things  moving  in  the  classroom,  and  teachers 
like  Fred  Holtzclaw  are  the  right  place  to  start.  If  we  want  to  fire-up  the  master- 
minds of  tomorrow,  the  best  tiling  we  can  do  is 
keep  our  outstanding  teachers  energized  today 


MA  #7  TViV  l¥IA  tWtE-rrA 


bROI  KO(  KlftX.t  OHIVI.HI  IHI  SDA,  MAKYI  AND  ^()H17 


MASTERMINDING  TOMORROWS  TECHNOLOGIES 


THE 
FORBES 
MONET 
GUIDE 


JUNE  25,  1990 
VOLUME  145 
IfUMBER  13 

The  1990  Money  Guide  begins 
with  a  table  of  contents  on  pages 
178-179.  Among  its  features: 

282  The  perils  of 
art  investing 

186  Are  technology 
stocks  a  buy  now? 

244  Selling  short  isn't 
just  for  the  pros 

202  The  smart  way  to  invest 
in  the  Third  World 

224  How  computers  can  nKllttB. 
you  a  better  investor 

206  What  should  you  do 
with  your  IRA? 


64    Headquarters  for  laggards? 


THE  EDITORIAL  INDEX  OF 
COMPANIES  REFERRED 
TO  IN  THIS  ISSUE 
IS  ON  PAGES  6  AND  7. 

COMPANIES 

39    Pilgrim's  Pride  Corp. 
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A  guide  for  the  perplexed 


John  Segal 


As  our  third  annual  money  guide  goes  to  press,  the  major  market 
indexes  are  on  new  high  ground  around  the  magical  number  3000. 
The  success  of  the  Reagan  tax  cuts,  the  collapse  of  socialism,  the 
accelerating  growth  in  world  trade  all  have  contributed  to  an 
extendedperiodof  bull  markets.  After  rising  160%  during  Ronald 
Reagan's  two  terms,  the  Dow  Jones  industrials  have  added  nearly 
30%  in  the  year  and  a  half  since  George  Bush  moved  into  the 
White  House.  The  bull  market  has  been  global. 

Rising  markets,  however,  have  their  downside  for  thinking 
investors.  In  many  ways,  investment  survival  is  tougher  when 
security  prices  are  high  than  when  prices  are  low.  Good  buys  are 
harder  to  find.  Risk  grows  as  price/earnings  and  price/book 
value  ratios  get  dizzier.  Dividend  yields  decline.  Crooks  and 
phonies  emerge  from  the  woodwork  with  persuasive  schemes  to 
excite  your  greed  and  separate  you  from  your  cash. 

With  all  these  hazards  in  mind,  the  editors  have  packed  this 
year's  guide  with  advice  and  information  for  those  who  like  to 
think  for  themselves  and  who  understand  that  bull  markets  can 
be  as  dangerous  as  bear  markets.  It  contains  articles  about  what 
to  look  for  in  investments  in  the  later  stages  of  a  bull  market. 
Articles  on  computer-aided  investment,  on  the  impact  of  taxes, 
on  currencies  and  foreign  securities.  Under  William  Baldwin's 
direction,  virtually  our  entire  staff  contributed  to  these  68  pages 
of  sober  investment  wisdom.  Our  guide  starts  on  page  178. 

Another  reason  Johnny  cant  read 

Maybe  President  Bush  should  have  appointed  C.  Northcote 
Parkinson  as  Secretary  of  Education.  As  spending  on  education 
has  grown,  the  proportion  of  nonteaching  staff  has  swelled — 
just  as  Parkinson  would  have  predicted,  for  his  Parkinson's  Law 
explained  how  bureaucrats  spend  more  of  their  time  creating 
work  for  one  another  than  they  do  in  getting  anything  useful 
done.  In  "Parkinson's  Law  101,"  Dana  Wechsler  writes  about  a 
new  report  on  the  New  York  City  public  education  system  that 
proves  old  Parkinson  knew  whereof  he  wrote.  While  class  sizes 
have  stayed  the  same,  staff  at  the  head  office  of  the  local  board  of 
education  ballooned  past  4,000,  with  many  of  the  educational 
bureaucrats  presumably  spending  their  time  creating  work  for 
one  another  rather  than  teaching  kids.  See  page  52. 


d/- 


^t^LJiu.^^ 


tditor 


FORBES,  JUNE  25,  1990 


"WE    DID    IT.    FIRST   TIME    ROUND.    AFTER   ALL   THOSE   YEARS    WE    SPENT 
TOGETHER  AT  SCHOOL,  I  KNEW  WE'D  MAKE  AN  UNBEATABLE  PARTNERSHIP. " 


OMEGA.  The  watch  that  records  the  world's  significant  moments. 
At  the  Olympic  Games.  In  outer  space.  And  exclusively  for  you. 
Here  is  the  Omega  Constellation  in  stainless  steel  and  18  K  gold. 
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Follow-Through 


Edited  by  Edward  Giltenan 


Heartbreak 
Hotel 

Charles  Keating  Jr 
Nov.  27,  1989 


Court  investigators  may  soon  nail 
Charlie  Keating  on  a  key  deal 
Forbes  wrote  about  in  November. 
Last  month  a  federal  bankruptcy 
court  in  Phoenix,  Ariz,  looking  into 
Keating's  American  Continental  re- 
leased a  report  by  a  court-appointed 
examiner.  It  detailed,  as  did  we,  Kea- 
ting's self-dealing  in  the  partnership 
he  set  up  to  buy  Detroit's  Hotel  Pont- 
chartrain  in  1985.  In  addition  to  the 
low-interest  loans  Keating' took  from 
his  Lincoln  Savings,  the  examiner 
found  an  undisclosed  $30  million  line 
of  credit  and  a  $1.25  million  surety 
guarantee  provided  for  the  partner- 
ship's benefit. 

The  examiner  also  said  that  the  Ho- 
tel Pontchartrain  deal  was  no  aberra- 
tion for  Keating.  Readers  will  remem- 
ber that  Keating  has  a  history  of  cut- 
ting comers.  In  1979,  Keating  and  his 
old  boss,  financier  Carl  Lindner, 
signed  a  Securities  &.  Exchange  Com- 
mission consent  decree  for  failing  to 
disclose  loan  transactions  with  Lind- 
ner's American  Financial  Corp. 

Says  the  examiner's  report:  "The 
fact  that  Keating  previously  pushed 
beyond  the  line  of  propriety  ...  in- 
volving remarkably  similar  insider 
borrowing  from  a  subsidiary  [with]  in- 
sured deposits,  makes  it  difficult  to 
accept  ignorance  as  a  defense.  .  .  .  Evi- 
dence exists  to  merit  claims  against 
Keating." — Howard  Rudnitsky 


Motivated 
seller 

Carl  Lindner 
Mar  5,  1990 


Charles  Keating's  old  mentor,  Carl 
Lindner,  could  use  Charlie's  am- 
ple financing  talents  right  about  now. 
Three  months  ago  Lindner's  fledgling 
media    company.    Great    American 


Communications,  was  in  trouble.  It 
was  trying  to  shoulder  $1.2  billion  in 
Drexel-issued  debt,  versus  just  $117 
million  in  equity.  Since  1987,  when 
Lindner  bought  it,  the  company  has 
lost  $220  million. 

Last  month,  news  reports  suggested 
that  MCA  Inc.  was  interested  in  buy- 
ing Great  American's  crown  jewel, 
Hanna-Barbera  Productions,  creator 
of  the  Jetsons,  Flintstones  and  Yogi  Bear 
cartoons.  But  one  Hollywood  insider 
says  the  discussions  were  simply  a 
media  event,  representing  little  more 
than  Lindner  slapping  a  "for  sale"  sign 
on  Hanna-Barbera.  Says  the  insider, 
"Great  American  contacted  mca,  and 
12  hours  later  it  was  in  the  newspa- 
per." A  Lindner  spokesperson  denies 
the  company  leaked  anything  to  the 
press  but  has  no  comment  on  the  dis- 
cussions with  MCA. 

Lindner  may  get  only  $200  million 
for  Hanna-Barbera,  but  any  cash  will 
help.  Great  American  has  a  $174  mil- 
lion, 13'/4%  reset  note  coming  due  in 
October.  In  today's  market,  Lindner's 
chances  of  resetting  this  junk  to  trade 
at  par  are  practically  nil.  And  Great 
American  doesn't  have  the  cash  to 
call  the  notes.  The  first  $350  million 
of  any  asset  sales  is  pledged  to  cover  a 
bank  loan.  The  beleaguered  Lindner 
will  have  to  hang  tough  in  negotia- 
tions with  his  banks  and  bondholders 
if  he  is  to  avoid  dipping  into  his  per- 
sonal fortune,  currently  estimated  at 
$800  million. 


Betting  the 
wrong  horse 

Patrick  t.upo 
Sept  21.  1987 


W'  hen  Forbes  looked  at  the  over- 
seas package  delivery  market 
three  years  ago,  we  goofed.  Badly.  We 
said  Brussels-based  dhl  International, 
the  dominant  player,  had  grown  com- 
placent, while  Memphis-based  Feder- 
al Express  was  the  one  to  watch. 

As  it  turned  out,  dhl  is  doing  beau- 
tifully. Last  month  Chief  Executive 
Patrick  Lupo  inked  a  deal  with  Ger- 
many's Lufthansa  Airlines,  Japan  Air 
Lines  and  Nissho  Iwai  Corp.,  a  leading 
Japanese  trading  firm.  Lufthansa  and 
lAL,  respectively  the  second-  and 
fourth-largest  air  cargo  carriers  in  the 
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world,  behind  Federal,  will  each  ac- 
quire 5%  of  closely  held  dhl,  with 
options  to  buy  up  to  25%  more.  Po- 
tential value  of  the  deal:  $500  million. 

"It's  a  clear  stroke  of  genius  on  the 
part  of  Pat  Lupo/'  says  Edwin  Laird, 
director  of  Seattle-based  consultant 
Air  Cargo  Management  Group,  "dhl 
winds  up  with  first  call  on  cargo  space 
on  Lufthansa  and  jal.  And  they  get 
$500  million."  dhl,  with  $1.6  bilhon 
in  sales  last  year,  still  controls  more 
than  half  of  the  international  market 
for  packages  under  70  pounds.  Federal 
has  less  than  10%  of  that  market. 

Federal,  meanwhile,  has  not  made 
friends  in  Europe  with  its  aggressive 
expansion  strategy.  Since  its  $880 
million  acquisition  of  Tiger  Interna- 
tional last  year,  overseas  freight  for- 
warders have  been  reluctant  to  ship 
on  Flying  Tiger's  planes  for  fear  that 
Federal,  which  itself  competes  with 
freight  forwarders,  may  steal  their 
customers.  Thus,  Federal  has  suffered 
five  consecutive  quarters  of  declining 
earnings. 


Hold  the 


champagne 

Donald  Brennan 
Feb.  19,  1990 


Earlier  this  year,  Forbes  picked 
Morgan  Stanley's  Donald  Brennan 
as  a  prime  candidate  to  take  one  of  the 
brokerage's  top  three  posts  when 
Chairman  S.  Parker  Gilbert  retired. 
Last  month  Gilbert  announced  that 
he  will  step  down  by  year's  end.  Mor- 
gan President  Richard  Fisher,  53,  was 
named  chairman,  while  Vice  Chair- 
man Robert  Greenhill,  53,  was  picked 
as  president.  But  Breiman,  49,  a  tough 
industrialist  who  has  been  generating 
huge  profits  managing  Morgan's  $21 
billion  in  merchant  banking  assets, 
was  conspicuously  missing  from  the 
list  of  progiotions.  Apparently,  the 
jury  is  out  on  how  Brerman's  portfolio 
of  40  companies  will  hold  up. 

Then,  just  a  week  ago,  Morgan  ap- 
peared to  set  Brennan  up  in  a  horse 
race  for  the  number  three  spot.  Bren- 
nan's  merchant  banking  unit  was 
split  from  investment  banking,  which 
will  now  be  run  by  his  rival,  Joseph 
Fogg  III,  43,  head  of  corporate  finance. 
Both  Breiman  and  Fogg  will  report  to 
Greenhill.  No  decision  on  a  vice 
chairman  is  expected  before  the  end  of 
the  year. — Matthew  Schifrin 
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A  bizarre  affoir 

The  biggest  jewel  heist  of  all  time 
may  or  may  not  have  occurred  in  New 
York  City  sometime  between  June 
1986  and  May  1988.  The  alleged  vic- 
tim: Britain's  Berisford  International 
Pic,  the  $3.2  billion  (revenues)  food 
and  commodities  company  that's 
been  under  near-constant  siege  from 
hostile  bidders  since  1985. 

Among  the  old-line  conglomerate's 
many  businesses  is  a  jewelry  manu- 
facturing subsidiary  called  ngi  Pre- 
cious Metals,  based  in  lower  Manhat- 
tan. Berisford  claims,  in  an  insurance 
filing  in  a  British  court,  that  Russian 
mobsters,  posing  as  jewelry  workers, 
got  jobs  at  NGI  and — sometime  be- 
tween 1986  and  1988 — made  off  with 
$54  million  in  gold  and  jewels. 

Problem  is,  the  fbi  and  the  insurers 
seem  skeptical  of  Berisford's  claims. 
True,  one  Russian  employee  did  con- 
fess to  stealing  about  $1  million 
worth  of  jewels.  But  there  have  been 
no  other  arrests.  Berisford  won't  com- 
ment publicly  on  details  of  the  heist, 
including  why  a  crime  that  happened 
no  later  than  1988  involving  its  own 
employees  has  been  so  tough  to  crack. 

Berisford's  insurer,  a  division  of 
American  International  Group,  says 
Berisford  supplied  proof  for  only  $1 
million  of  the  $54  million  claimed 
loss.  The  FBI  is  still  investigating  the 
case.  As  usual,  an  fbi  spokesman  de- 
clines to  comment  much,  but  he  does 
note  that  Russian  crooks  prey  mainly 


on  their  own  community  and  have 
never  before  been  implicated  in  such  a 
large-scale  jewelry  theft. 

So  what's  going  on?  It's  worth  not-- 
ing  that  this  $54  million  potential 
liability  makes  Berisford  an  infinitely 
less  tempting  takeover  target.  All  in 
all,  a  bizarre  affair.— Peter  Fuhrman 

Golan's  latest  gig 

Menahem  Golan  has  been  pretty  qui- 
et since  escaping  from  the  mess  he 
made  at  Cannon  Group  (now  Pathe 
Communications  under  the  mysteri- 
ous Giancarlo  Parretti).  In  early  1989 
the  voluble  Israeli  film  impresario, 
who  made  action  flicks  such  as  Cohra 
and  Missing  in  Action  at  Cannon, 
bought  a  corporate  shell  and  set  up 
shop  as  2 1  St  Century  Film  Corp. 

At  2 1st  Century,  Golan  has  demon- 
strated the  same  cheesy  taste  and 
leaden  touch  that  nearly  sank  Can- 
non. His  recent  flops  include  The 
Phantom  of  the  Opera,  starring  the  ac- 
tor who  plays  Freddy  Krueger  in  the 
Nightmare  on  Elm  Street  series,  and  Tlje 
Forbidden  Dance,  an  attempt  to  cash  in 
on  lambada,  a  Latin-inspired  dance 
craze  that  never  was. 

Golan  hasn't  been  running  21st 
Century  long  enough  to  tell  if  he's 
playing  the  same  kind  of  bookkeeping 
games  that  got  Cannon  sued  by  the 
SEC.  This  time  Golan  has  been  playing 
with  his  own,  not  the  public's,  mon- 
ey, at  least  $12  million  in  cash  and 
securities,  as  well  as  some  film  prop- 
erties. Through  nine  months  ended 
Dec.  31,  the  startup  has  lost  $3.8  mil- 
lion on  revenues  of  $5  million.  Its 
small  public  float  trades  in  the  pmk 
sheets,  at  a  recent  7/32  bid. 

The  word  now  is  that  Golan  is  try- 
ing to  sell  out  at  a  price  that  would 
allow  him  to  break  even.  Golan  says 
he's  looking  for  equity  investors,  but 
there's  "no  way"  he'd  give  up  control. 

Flack  attack 

As  if  Mel  Brooks  didn't  have  enough 
egg  on  his  face.  The  proposed  ipo  of 
his  Brooksfilms  company  fell  apart 
this  year  after  several  publications, 
including  this  one,  questioned  the 
fancy  price  Mel  sought  for  his  rather 
limited  business  (Dec.  25,  19H9). 

Brooks,  however,  has  no  doubt  as  to 
the  identity  of  the  real  culprit  behind 
this  fiasco:  his  public  relations  man, 
Mallory  Factor.  Last  month  Mel  filed 
suit  against  Factor's  New  York-based 
flackcry,  saying  the  ipo  crumbled  bc- 


Funnpnan  Mel  Brooks 
His  stock  was  thejolce. 


cause  the  firm  failed  to  perform  in  a 
"professional,  competent  and  work- 
manlike manner."  Brooks  wants  dam- 
ages of  $15  million,  the  amount  he 
would  have  raised,  plus  lost  profits 
from  flicks  he  won't  get  to  make. 

"This  is  a  desperate  attempt  to 
avoid  paying  rightful  fees  and  ex- 
penses," says  Factor,  adding  that  the 
tab  includes  limos  and  meals  Mel 
charged  to  the  flackery.  Mel  Brooks 
may  be  a  funny  guy.  But  he  obviously 
doesn't  know  the  difference  between 
a  good  joke  and  a  good  investment. 

The  political  economy 
of  appeasement 

Corporations  are  big  charitable  givers, 
but  they're  giving  none  too  wisely.  So 
says  a  study  by  Washington-based 
Capital  Research  Center,  a  right-of- 
center  think  tank.  Its  report,  Patterns 
of  Corporate  Philanthropy,  published 
late  last  year,  shows  how  corporations 
often  give  money  to  charities  whose 
work  hurts  the  contributor. 

Insurance  and  financial  services  gi- 
ant Primerica,  for  instance,  gave 
$7,500  to  the  National  Organization 
of  Women  Legal  Defense  and  Educa- 
tion Fund.  The  fund  has  gone  to  court 
trying  to  prevent  insurers  from  using 
actuarial  tables  to  set  rates,  arguing 
such  tables  discriminate  against 
women.  Or  take  Archer  Daniels  Mid- 
land, the  huge  agribusiness  concern, 
and  its  $10,000  grant  to  the  American 
Farmlands  Trust.  That  group  advo- 
cates greater  federal  control  over 
farming — anathema  to  adm. 

General  Motors  gave  $7,500  to  the 
National  Wildlife  Federation,  which 
lobbies  for  stricter  auto  emission 
standards.  Mobil  and  Du  Pont,  parent 
of  Conoco,  also  gave  thousands  to 
NWF  and  the  National  Audubon  Soci- 
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ety,  staunch  opponents  of  oil  and  gas 
development  in  some  areas  of  the  U.S. 
The  companies  say  they  do  this  sort 
of  thing  "to  keep  the  lines  of  commu- 
nication open."  The  Capital  Research 
Center,  however,  prefers  to  call  it 
"appeasement." 

Who'ii  on  top? 

A  highly  unusual  public  squabble  be- 
tween Chairman  Lee  lacocca  and  a 
top  lieutenant  may  give  a  glimpse  of 
things  to  come  at  Chrysler  Corp.  The 
spat,  at  a  Chicago  promotional  event 
in  April,  featured  lacocca  and  Chrys- 
ler Motors  President  Robert  Lutz 
clashing  over  small-car  strategy. 

Chrysler  needs  a  new  small  car  to 
pick  up  sales  and  to  help  with  expect- 
ed higher  mileage  standards.  Lutz, 
one  of  two  leading  candidates  to  suc- 
ceed lacocca  in  the  wake  of  Gerald 
Greenwald's  surprise  resignation  last 
month,  told  reporters  Chrysler  would 
go  it  alone.  Up  jumped  Lee.  Wait  a 
minute,  he  said,  nobody  asked  me. 
lacocca  said  he'd  rather  split  the  cost 
of  a  small  car  through  a  joint  venture, 
maybe  with  Mitsubishi  or  Fiat. 

Who  will  win?  If  we  had  to  bet, 
we'd  go  with  Lutz.  lacocca  could  have 
a  hard  time  finding  a  partner  for  such 
a  capital-intensive  project.  In  any 
case,  the  outcome  of  this  tug-of-war 
could  be  a  telling  indicator  in  the  la- 
cocca succession  derby. — Jerry  Flint 

1  900  BLIND'EM 

With  regulators  continuing  to  pres- 
sure him  (see  story,  p.  262),  permy 
stock  huckster  Meyer  Blinder  has  tak- 
en to  nickel-and-diming  his  hapless 
customers.  Blinder,  Robinson  &c  Co. 
recently  unveiled  a  900  telephone 
number  that  purports  to  offer  quick, 
recent  prices  and  earnings  informa- 
tion on  the  two  dozen  or  so  high-risk 
stocks  the  house  promotes. 

Looks  like  another  typical  Blinder 
deal:  The  firm  makes  money  and  the 
customers  are  left  holding  the  phone. 
The  service  costs  a  buck  a  minute. 
First  a  disclaimer — "This  is  not  an 
offer  to  buy.  or  sell . .  .  " — then  in- 
structions on  using  the  service.  That 
eats  up  almost  two  minutes.  The  in- 
formation on  this  self-described  "pub- 
lic service"  consists  of  revenue  and 
earnings  data,  some  of  it  nine  months 
old,  and  optimistic  projections. 

The  rap  on  Source  Venture  Capi- 
tal—a 1985  Blinder  ipo  with  506  mil- 
lion shares  outstanding,  recently  bid 
at  a  quarter  of  a  cent — takes  3 'A  min- 
utes and  offers  September  1989  finan- 
cial data.  Of  course,  you  could  get  all 
this  for  free  from  your  friendly  Blinder 
broker,  if  you  two  are  still  on  speaking 
terms.— Matthew  Schifrin 
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If  you'd  like  more  information  on  our  Tennessee  Wtilskey.  drop  us  a  line. 


THE  TENNESSEE  HILLS  are  a  wonderful  place 
for  making  Jack  Daniel's  Tennessee  Whiskey. 

Barrel  trucks  rumbling  through  the  morning  mist  are 

a  familiar  sight  about  now.  For  this  is  Jack  Daniels 

country,  home  of  Americas  oldest 

registered  distillery.  And  here,  in  aging 

houses  set  deep  in  the  hills,  our  whiskey 

gains  the  rareness  our  friends  expect. 

Is  Jack  Daniel's  truly  America's 

smoothest?  Well,  we  say  that  it  is. 

And,  \ve  believe,  you'll  share  our 

opinion  once  you've  taken  a  sip. 


SMOOTH    SIPPIN  ' 
TENNESSEE    WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  prooO  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
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Like  the  families 
living  at  105  Quincy  Street 
in  Brooklyn. 

They're  among  the 
more  than  80,000  families 
all  across  the  country 
who  are  benefiting  from 
Fannie  Mae's  low-  and 
moderate-income  housing 
initiatives. 

Families  for  whom 
decent  housing  at  a  price 
they  could  afford  seemed 
to  be  beyond  their  grasp. 

Helping  people 
who  need  it  most.  That's 
one  reason  that  Fannie 
Mae  remains  as  effective 
an  idea  today  as  it  was 
over  20  years  ago  when 
we  were  rechartered 
by  Congress  as  a  private 
company 

We've  committed 
more  than  $4  billion  to 
special  initiatives  to  help 


HomeKaowin. 

DoThe  Same! 
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provide  decent  housing  for 
the  homeless,  the  elderly 
and  low-income  families. 
And  that's  in  addition  to  the 
home  financing  that 
we  provide  day-in  and  day 
out  to  families  of  modest 
means. 

Ifthel990sareany 
thing  like  the  1980s, 
affordable  housing  will 
continue  to  be  in  demand. 

And  just  as  Congress 
intended,  Fannie  Mae 
will  be  there  with  new  and 
creative  approaches 
that  provide  much  of  the 
needed  capital. 

That's  why  every 
night  we  go  home  with  the 
satisfaction  of  having 
helped  others  do  the  same 

Like  the  people  of 
105  Ouincy  Street. 

FannieMae 

The  USA's  Housing  Partner 
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NextTifne  you  present  your  ideas 
on  paper,  present  them  on  the  one 
paper  that  matches  your  own 
colorful  and  brilliant  career  Mead 
Moistrite.® 
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Readers  Say 


strange  land 

Sir:  Re  "South  Africa:  The  truth  is 
bad  enough"  (May  28).  The  media  has 
sold  us  a  bill  of  goods,  and  anyone 
who  takes  the  time  to  read  about  the 
history  of  tribes  in  Africa  will  agree 
with  Forbes  that  this  issue  is  far 
more  complex  than  most  people  can 
comprehend. 
— Tony  Leisner 
Northfield,  III. 

Sir:  The  only  way  to  improve  the  arti- 
cle would  have  been  to  visit  some 
other  African  nations  to  see  that  the 
living  conditions  are  as  bad  or  worse 
than  those  in  South  Africa. 
— James  E.  Gingrich 
Lafayette,  Calif. 

Sir:  My  wife  and  I  spent  a  month  in 
South   Africa,    and   our   experiences 
were  remarkably  similar. 
— Hugh  J  Morgan  Jr. 
Birmingham,  Ala. 


Back  of  the  line 

Sir:  In  "Restoring  the  glitter  to  the 
Great  White  Way"  (Apr.  16)  you  de- 
clare that  M  Butterfly  was  the  longest- 
running  nonmusical  Broadway  play  in 
12  years.  Seven  other  such  shows  en- 
joyed longer  engagements. 
—Jeffrey  Richards 
New  York,  N.Y. 


Going  long 


Sir:  It  made  me  cheer  to  see  someone 
put     a     damper     on     Japan-bashing 
("We're   all    rejuvenated,"  Mar    19). 
When  I  had  to  lay  off  60%   of  my 
company's  work  force  two  years  ago,  I 
couldn't  find  an  American  company 
that  would  make  a  long-term  invest- 
ment. Fujitsu  America  did. 
— Lewis  Frauenfelder 
President 
intellistor  Inc. 
I.ongmont,  Colo. 


Baltics  arent  Finland 

Sir:  Rc  your  Fact  and  Comment  (A^yr. 
.30).  There  is  no  more  probability  that 
the  Baltic  states  will  achieve  "a  wa- 
tered-down version  of  the  status  of 
Finland"  than  that  they  will  become 
theme  parks.  Their  experience  bears 


little  analogy  to  Finland's,  governed 
by  Sweden  until  the  early  19th  centu- 
ry and  then  a  Czarist  grand  duchy 
never  integrated  into  greater  Russia. 
— Robert  McDermott 
New  York,  NY. 

Sir:  It  is  oversimplification  to  equate 
Finland's     democratic,     free-market 
neutrality  with  a  foreign  policy  con- 
trolled by  the  "Evil  Empire." 
— Maarit  Leso-Glocer 
New  York,  NY. 


Cowabunga 

Sir:    Re    "Turtle   power"   (May  28). 
Forbes  needs  a  course  in  zoology. 
Turtles  are  reptiles,  not  amphibians. 
— Bryan  Lorber 
Colchester,  Vt. 


Sloe  Gol<lstcin 


Reptile  mania 


Reagan  and  history 

Sir:  Rc  your  Fact  and  Comment  on 
Ronald  Reagan's  legacy  (May  28).  A 
CEO  whose  corporation  did  a  thriving 
business  for  eight  years  while  plung- 
ing ever  more  deeply  into  debt  would 
certainly  rate  a  skeptically  raised  eye- 
brow from  Forbes.  Must  the  ceo  of  a 
country  be  judged  differently? 
— George  //.  Petersen 
Grand  Junction,  Mich. 

The  assets  of  the  nation  grew  eivii 
more.  The  real  net  worth  of  America  has 
never  been  higfyer. — MSF  Jr. 

Sir:  Most  of  the  press  is  insanely  jcal 
ous  of  Reagan  for  his  success  in  spite 
of  the  fact  that  they  opposed  him  on 
virtually  every  issue.  They  would  like 
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nothing  better  than  to  rewrite  history, 
but  they  will  not  prevail. 
— Gene  L  Douming 
Warrenton,  Mo. 


The  good  and  the  bad 

Sir:  Re  Mark  Hulbert's  column  on 
900-number  investment  advisers  (Apr. 
30).  Yes,  there's  some  bad  advice,  but 
it  seems  time  is  better  spent  identify- 
ing those  performing  well,  rather  than 
sensationalizing  the  poorer  perform- 
ers that  exist  in  every  business. 
— Chip  Hill 

Blue  Ribbon  Monitor 
Boulder,  Colo. 


Computers  for  libraries 

Sir:  Re  your  article  about  what  to  do 
with  old  computer  gear  you  no  longer 
need  ("Sorry,  no  trade-ins,"  Apr.  30). 
Remember  the  public  library. 
— Claudine  Burnett 
Department  Librarian 
Long  Beach  Public  Library 
Long  Beach,  Calif. 


Subway  savior 

Sir:  Re  "Where  did  all  the  grafitti  go?" 
(May  28)  on  the  changes  in  the  New 
York  subway  system  under  David 
Guim.  The  inclusion  of  this  article  in 
the  issue  of  the  highest-paid  ceos  was 
ironic.  I'm  sure  Gunn  wasn't  compen- 
sated as  well  as  the  "top  800"  execu- 
tives, but  his  efforts  have  improved 
the  lives  of  more  people.  If  the  grati- 
tude of  the  average  New  Yorker  were 
compensation,  Gunn  would  rank  at 
the  top  of  your  survey. 
—C.  Jefferson  A  Parker  Jr. 
New  York,  N.Y. 


Bite  your  tongue  in  cheek 

Sir:  Re  your  Fact  and  Comment  on 
disposable  diapers  (May  14)  You  obvi- 
ously are  hot  aware  that  stores  carry 
diaper  wfaps  with  Velcro  strips  for 
cloth  diapers.  Stop  being  lazy,  v^meri- 
ca,  we  can  always  wash  the  cloth  dia- 
pers at  home. 
—R.y.  Braud 
Culver  City,  Calif. 

Sir:  One  diaper  service  driver  delivers 
to  50  to  60 'homes  per  day.  Less  fuel 
efficient  than  60  drivers  servicing  60 
homes?  Of  course  not. 
—Robert  E.  Kidder 
Horseshoe  Bay,  Texas 
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Robert  Townsend 

Author 
'Up  The  Organization" 

<  The  first  time  I  went 
toPritikin  my  blood 
pressure  was  danger- 
ously high ...  150  over 
98.  After  just  one 
week,  it  was  normal. 
Pritikin  just  works. 
You  see  it  in  yourself 
and  you  see  it  in  the 
other  people  in  your 
classes.  I  plan  to  go  at 
le€ist  once  a  year  tor 
the  rest  of  my  life.  ^ 

If  you  need  help  in  lowering 
cholesterol  and  blood  pressure, 
reducing  stress,  controlling  heart 
disease  and  diabetes  or  just 
losing  weight  and  starting 
a  vital,  more  energetic  life, 
then  please  call.  You'll  get  all  the 
facts  on  our  medically  supervised 
7, 13  and  26  day  programs. 


Pritikin  longevity  Center^^ 

where  you  lec«-n  to  Hveb^ter.  And  longer. 


SartaMonicq,CA  ^0^421-9911 


Wo  fit, 
no  fee. 


Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


E! 


MANAGEMENT 
RECRUITERS' 

The  search  and  recruiting  specialists      .® 
Over  400  offices  nationwide 
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The  Private  Bank 
at  Bankers  Trust 


The  advantages  of 

a  merchant  bank  to  today's 

private  banking  client. 


Today's  global  economic  environment  is  such  that  financial 
perspectives  vary  widely  For  some,  it  is  a  rocky  terrain  where  one 
treads  with  prudence.  For  others,  it  is  a  fertile  field  of  opportunity. 

At  Bankers  Trust,  we  believe  that  financial  security  and  finan- 
cial sophistication  should  not  be  mutually  exclusive. 

As  a  bank  whose  traditional  foundation  is  that  of  a  personal 
trust  company,  our  purpose  is  to  protect  and  enhance  wealth. 
But  as  part  of  a  global  merchant  bank,  our  unique  strength  is 
the  ability  to  offer  wealthy  individuals  access  to  sophisticated 
resources  as  well— from  foreign  currency  to  merger  and  acqui- 
sition capabilities. 

We  are  a  highly  experienced  private  bank  dedicated  to 
performance  and  personal  service.  And,  as  an  integral  part  of 
the  leading  U.S.  merchant  bank,  we  offer  a  full  spectrum  of 
financial  services. 

For  those  seeking  such  a  distinct  blend  of  financial  expertise. 
The  Private  Bank  at  Bankers  Trust  invites  you  to  consider  its 
advantages. 


AAA 


Worldwide  Asset  Management  for  the  Wealthy  Individual 


New  York 

Chicago 

Los  Angeles 

San  Francisco 

Miami 

West  Palm  Beach 

London 

Channel  Islands 

Geneva 

Zurich 

Hong  Kong 

Singapore 

Taiwan 


1990  Bankers  Trust  Company  and  Bankers  Trust  Company  of  Florida,  N  A.  Members  FDIC. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


HOW  TO  SIMPLIFY  THE  TAX  CODE 

Reader  Shepherd  Holcombe  has  the  answer:  "How  many  members  of  Congress  can 
fill  out  their  own  tax  returns?  Perhaps  this  should  be  a  requirement  of  the  job." 

SO  WHO  WATCHES  THE  WATCHDOG  WATCHING  MANAGEMENT? 


Those  CEOs  who  sought  Pennsylvania- type  takeover 
protection  for  themselves  (seep.  64)  and  who  railed  against 
LBOs  and  junk  bonds  will  soon  find  out  they  have  swapped 
one  class  of  tormentors  for  another. 

A  growing  number  of  pension  funds  and  other  institu- 
tional investors,  led  by  the  California  Public  Employees 
Retirement    Systems   Fund    (CALPERS),    are   becoming 
more  influential  with  America's 
publicly  held  companies.  These 
large  investors  have  controlling 
interests  in  hvmdreds  of  our  ma- 


jockeys  respond  that,  with  courts  and  states  making  rulings 
and  enacting  laws  to  protect  incumbent  managements, 
someone  has  to  advocate  the  interests  of  shareholders.  Very 
true.  But  that  raises  the  thorny  question  of  who  determines 
what  stance  institutional  investors  should  take. 

The  question  becomes  particularly  acute  with  public 
pension  funds.  Managers  are  appointed  by  politicos,  and 

•!-»•     x-»         -I     1-k         ~ T — Tt — ' 7     politicians' agendas  may  be  rath- 

Big  Funds  Pressing  for  Voice  /     er  different  from  that  of  the  tradi- 

In  Management  of  Companiesy    tional  manager,  it's  fine  to  call  for 

—  New  York  Times     morc  accountability  by  corporate 


jor  companies,  and  this  presence  will  expand. 

CALPERS  and  its  New  York  coimterpart  pointedly 
asked  CM  a  couple  of  months  ago  for  details  on  how  it 
would  choose  Roger  Smith's  successor.  California  played  a 
part  in  making  raider  Harold  Simmons'  run  at  Lockheed 
more  credible.  Some  money  managers  want  formal  repre- 
sentation on  boards  of  directors  and  more  "consultation" 
about  corporate  strategies  with  top  management. 

Not  surprisingly,  many  CEOs  privately  regard  these 
money  administrators  as  little  more  than  buttinskies.  Fimd 


chieftains,  but  who  should  call  fund  managers  to  account? 
What  part  should  pension  beneficiaries  or  mutual  fund 
shareholders  have  in  determining  how  the  fvmds'  shares  in 
a  corporation  are  voted?  Other  questions  arise:  Won't 
institutions  exacerbate  the  alleged  short-term  focus  of 
corporate  America?  Is  there  any  evidence  that  fund  manag- 
ers have  any  more  wisdom  about  how  a  company  should 
be  run  than  the  management? 

The  day  will  quickly  come  when  pension-pecked  CEOs 
look  back  at  the  1980s  with  nostalgia. 


IN  THE  NAME  OF  HGHTING  DRUG  DEALERS 


the  federal  government  is  taking  imnecessary  Hberties 
with  our  civil  liberties. 

Government  prosecutors  can  now  seize  assets  from  you 
even  if  you  have  never  been  charged  or  convicted  of  a  drug- 
related  crime.  How's  that?  Under  current  forfeiture  laws, 
your  property  can  be  confiscated  if  there  is  "probable 
cause"  it  was  financed  through  "illicit"  means.  Problem 


is,  the  definition  of  "illicit"  is  rather  broad.  The  law  says 
money  used  to  pay  for  drugs  can  be  seized  no  matter  how 
many  times  it  subsequently  changes  hands.  Alas,  that  cash 
is  not  conveniently  earmarked  as  drug-tainted. 

Thus,  if  you  borrow  money  from  a  bank  that  is  suspect- 
ed of  laimdering  fimds  from  drug  dealers,  your  account  can 
be  frozen.  You  must  prove  that  the  money  you  used  was 
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•  ag  related.  You  are  presumed  guilty  and  must  prove 

.  iiiioceuce. 

jrsderal  prosecutors  are  stepping  up  their  use  of  this 

\'ftt.  It  doesn't  take  a  rocket  scientist  to  see  how  this 

^lithonty  can  be  abused.  The  law  concerning  the  whole 

area  of  seizing  property  is  too  murky  and  vague. 

As  li  such  broad  discretion  weren't  worrisome  enough,  a 
number  of  federal  law  enforcement  officials  are  pushing  to 
expand  these  extraordinary  powers  to  crimes  involving  not 


just  drug  money  laundering  but  fraud. 

We've  already  seen  how  RICO  has  been  bent  out  of 
shape  from  its  original  intent  to  prosecute  organized 
crime.  American  tradition  has  never  been  to  give  individ- 
uals unchecked  power  in  the  hopes  that  they  will  use  it 
wisely.  That  asks  too  much  of  human  nature. 

Congress  should  reexamine  this  area  and  restrict  the 
rights  of  seizure  to  the  cases  where  an  individual  has 
actually  been  indicted. 


MISDIRECTED  IRE 


Museums  are  coming  under  fire  again 
for  selling  major  works  of  art  in  their 
possession.  This  so-called  deaccession- 
ing  strikes  many  as  a  perversion  of  the 
museum's  role  as  a  cultural  repository. 

The  hubbub  is  overdone.  Why 
shouldn't  cultural  institutions  shuck 
off  what  they  feel  doesn't  fit?  Most 
museums  do  better  when  they  focus 
their  efforts  on  a  relative  handful  of 
areas.  Instead  of  putting  unwanted  artwork  in  the  cellar, 
why  not  let  another  institution  or  even  a  private  collec- 
tor have  at  it?  The  work  will  then  be  more  appreciated 
and  cared  for. 


More  museum  pieces  sJjould 
go  on  the  auction  block 


There  are  only  a  handful  of  collections 
(one  thinks  of  the  Impressionist  paint- 
ings of  the  Aiuienbergs)  that  shouldn't  be 
broken  up.  But  those  are  rare  exceptions. 
While  busting  up  a  great  assemblage 
of  paintings  or  autographs  or  baseball 
cards  may  be  poignant,  the  process  also 
means  that  others  will  have  a  chance  to 
put  together  new  collections  with  new 
perspectives  and  senses  of  direction. 
This  kind  of  vitality  and  change  turns  on  more  people 
than  it  turns  off. 

Bashing  museums  over  deaccessioning  shows  an  ossi- 
fied view  of  art  that  is  the  antithesis  of  what  art  should  be. 


A  McKINSET  TYPE  CONSULTANT  WOULD  CHARGE  A  LOT  FOR  THIS  ADVICE 

But  we'll  give  it  to  our  friends  at  Neutrogena  for  free.        gena  sells  for  five  times  a  normal  bar  of  soap  and  lasts 

Neutrogena's  stock  has  plummeted  in  the  last  year  or     about  one-fifth  as  long.  Apparently,  users  take  that  as 
so  primarily  because  of  increased  com-      I  I        proof  that  the  stuff  is  very  special, 

petition  for  its  unique,  high-profit-mar-  ■  ~      _■  The   advice:    Diversify   into   apparel, 

gined  skm-care  products.  I  have  a  solu-  iL^fl^  ^^^    phenomenon    of    designer    jeans 

tion  for  them.  L*<>*^*    ■  shows  that  people  will  pay  lots  of  mon- 

Neutrogena    is    best    known    for    its  L    ^""^  ey  for  the  mundane  if  the  right  reputa- 

translucent  soap.  It  also  sells  a  full  line  «  "T    '"^'h  tion  surrounds  it.  For  example,  look  at 

of  lotions,  conditioners  and  shampoos.  '^f^ttKtl'^^mamtm  what  Neutrogena  could  do  if  it  applied 

What   gives    the    company    its    cachet       ' '        its   soap   formula    to   blue   jeans.    The 

among  consumers  is  that  it  has  long  Now  you  see  it .. .  company   should   convince   dermatolo- 

persuaded  dermatologists  that  the  soap  is  particularly     gists  that  its  denim  is  good  for  the  skin  and  charge  $300 
good  for  the  skin.  a  pair.  It  could  save  on  production  costs.  If  its  brand  of 

That  reputation  allowed  the  company  to  get  away  with     jeans  rapidly  falls  apart,  buyers  will  see  that  as  evidence 
the  bathing  version  of  highway  robbery.  A  bar  of  Neutro-     of  how  superior  the  product  truly  is. 

HISTORY  JUNKIES,  TAKE  NOTE 

Here's  a  book  that  should  help  satiate  your  appetite  for 
major  and  minor  facts  about  American  Presidents.  It's  catnip 
for  hi  story  buffs  such  as  yours  truly,  providing  everything  from 
vital  facts  ribout  presidential  parents  to  the  President's  nick- 
names and  sobriquets,  to  election  results,  to  his  cabinet  mem- 
bers, to  major  events  during  his  presidential  term.  Author  J.N. 
Kane  deserves  high  praise  for  his  fifth  edition  of  l-'acLs  About  the 
Presidents.  May  he  do  many  more  in  the  years  ahead.  (H.W. 
Wilson  Co.,  950  University  Ave.,  Bronx,  N.Y.,  $45.) 
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:  more  cars 
anti-lock  hrates, 
'DuwMOritbe 

What  was  it  they  taught  you 
in  driver's  ed?  Don't  panic.  Pump  your 
^      brakes.  Locking  them  up  will  only 
|CTC  make  the  skid  worse.  It  seemed 
O  LOf  simple  enough  at  the  time. 
In  an  emergency  however,  a  person  ofien  finds  out  that  knowing  what  to  do 
and  doing  it  are  two  different  things. 

But  anti-lock  brakes  are  designed  to  remember  what  to  do.  Every  time. 
In  effect,  they  do  the  brake  pumping  for  you.  Many  times  a  second  So  your 
wheels  don't  lock  up  and  you  can  stop  or  regain  control  of  your  car  more  quickly 
That  prevents  many  accidents,  and    luiit 
makes  many  others  less  severe.         vMT  T 

.  ^       JIlere^Miat 
Allstate  is  doinsabout  it 

Wre  so  convinced  of  the  value  of  anti-lock  ^brakes,  we'll  offer  a  discount 
of  10%*  on  the  collision  and  liability  portions  of  your  auto  insurance  if  your  car  is 
quipped  with  four-\^eel  anti-lock  brake  systems. 

This  is  just  one  of  the  ways  we're  working  to  lower  insurance  costs.  We're  also 
committed  to  maMng  a  real  change  in  the  car  jmurance  system  itself.  And  making 
insurance  more  affordable  for  everyone.        ^V 

In  the  meantime,  if  you'd  like  to  receive  a  list  of  cars  equipped  with  anti-lock 
brakes,  write  to  us  at  Mstate  Consumer  Information 
Center,  Public  Issue  Depaitment  300,  PO.  Box  766Q^  .^^ 
Mount  Prospect,  IL  60056-9961. 


A  member  of  the        [Tj 
Sears  Financial  Network  iMi 

/lllstatfi' 

You're  in  good  hands. 


WE'RE  COMMnTED  TO  BUHDING  A  CAR  INSURANCE  SYSTEM  EVERYONE  CAN  LIVE  WITH. 

Discount  not  available  in  some  states. 
*  In  New  York,  discount  is  5%  on  collision  and  10%  on  liability  coverages.  Allstate  insurance  Company  Nortltrook,  Illinois 
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LUXURY  CAR'S  BODY. 


BMWhcu  never  considered  automotive  luxury  to  be  an  adequate  excuse  for  ^ 
automotive  ietiiargy.  And  certainly  the  BMW  7351  sedan  would  bear  this  out.  I 
Year  after  year,  it  continues  to  take  its  place  among  the  most  elegant  cars  in  the 
worid.Yet  benecrth  its  rich  appointments  and  quiet  comforts,  you^ll  find  all  the 
requisite  ingredients  for  aclrenalin-laced  pertormance:  a  spirited  6-cylinder, 


>, .  .f  ^ 


c  1990  BMW  of  North  America.  Inc.  The  BMW  trademark  and  logo  are  registered 


208-hp  povrer  plant,  computerized  antilocic  disc  brciices,adaptive  gcu-pressure 
Biiocics,even  a  patented  fully-independent  suspension.1b  get  more  informcrtion 
about  the  735i,  call  800-334-4BMW.  Or  better  still,  visit  your  authorized,  "^^^ 
BMW  dealer  to  arrange  for  a  thorough  test  drive.  Before  you  find  your- 
self trapped  in  the  body  of  a  lesser  luxury  car.  the  ultimate  driving  machines 


Other  Comments 


Give  Her  Time 

LiS'ien  to  V/arren  Buffett,  the  man 
with  the  golden  touch,  who  has  built 
an  investment  empire  by  paying  close 
attention  to  both  companies  and  peo- 
ple. Asked  a  couple  of  years  ago  about 
leaving  a  woman  in  charge  of  one  of 
his  companies  after  her  94th  birthday, 
he  said,  "She  is  clearly  gathering 
speed  and  may  well  reach  her  full 
potential  in  another  five  or  ten  years. 
Therefore,  I've  persuaded  the  board  to 
scrap  our  mandatory-retirement-at- 
100  policy.  .  .  .  My  God,  good  manag- 
ers are  so  scarce  I  can't  afford  the 
luxury  of  letting  them  go  just  because 
they've  added  a  year  to  their  age." 

— David  R.  Gergen, 
U.S.  News  et)  World  Report 

Powerless  Power 

Moscow — One  of  the  most  potent 
new  documentary  films.  This  Is  No 
Way  to  Live,  raises  the  question  of 
whether  the  Communist  Party  should 
be  subjected  to  trial  along  the  lines  of 
Nuremberg.  After  a  recent  preview  at 
the  cinematographer's  union,  the  di- 
rector, Stanislav  Govorukhin,  said  he 
did  not  support  a  criminal  trial  be- 
cause "the  moral  trial  of  the  party  is 
already  under  way."  The  federal  au- 
thorities resisted  releasing  the  film, 
but  the  Moscow  City  Council  over- 
rode the  authorities  to  let  it  open.  The 
director  was  wistful  about  the  impo- 
tence of  the  censors. 

"Authorities  in  this  country  have 
become  so  weak  that  they  cannot  even 
prohibit  a  movie,"  he  said.  "But  if 
authorities  are  unable  to  do  something 
simple  and  bad,  it  implies  they  are  also 


incapable  of  doing  something  simple 
and  good.  The  institutional  structure 
of  authority  in  this  country  has  weak- 
ened dramatically,  and  it  makes  me 
feel  more  sorrow  than  happiness." 

—Bill  Keller,  New  York  Times 

Like  Me,  Like  Tou 

Barbara  Bush  says  she  learned  a  lot 
about  human  warmth  from  her  moth- 
er-in-law, Dorothy  Bush.  "She  re- 
minded me  of  something  I  think  we 
all  know,  but  we  forget,  which  is,  it's 
very  hard  to  dislike  someone  who 
likes  you.  If  someone  thinks  you're 
nice,  you're  apt  to  think  they're  bril- 
liant, have  good  judgment." 

— Marilyn  Greene,  USA  Today 

Who  Checks  the  Paycheck? 

About  17%  of  all  American  high 
school  students  drop  out  before  gradu- 
ating. Of  the  students  who  do  gradu- 
ate, one  of  four  has  the  equivalent  of  an 
eighth-grade  education.  Of  the  3.8  mil- 
lion 18-year-old  Americans  in  1988, 
fully  532,000  (14% )  had  dropped  out  of 
school,  and  another  700,000  could  not 
read  their  high  school  diplomas. 

— Roger  Rosenblatt,  Life 

Just  Gripers 

To  many,  the  skyrocketing  price  of 
baseball  cards  is  a  travesty.  According 
to  the  latest  Beckett  Baseball  Month- 
ly, an  unblemished  copy  of  Mickey 
Mantle's  1952  Topps  card  goes  for 
$7,000.  "I  feel  a  little  remorse,  be- 
cause the  average  individual  gets 
priced  out  of  the  market,"  conceded 


Tom  Mortenson,  the  editor  of  Sports 
Collectors  Digest,  the  leading  promo- 
tional vehicle  for  card  peddlers. 

But  some  tycoons  who  regularly 
pitch  their  wares  in  his  weekly  jour- 
nal summarily  dismiss  the  gripers.  "It 
sounds  to  me  like  they're  jealous"  of 
those  who've  hit  it  big,  says  Alan  'Mr. 
Mint'  Rosen,  who  not  long  ago  began 
^  asking  $2  million  for  a  creased  but 
uncut  1910  strip  of  five  cards.  "Sure, 
we've  ruined  their  hobby,"  Mr.  Rosen 
says.  "But  isn't  that  what  America  is 
all  about?" 

— Rick  Wartzman, 
Wall  Street  Journal 
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There's  no  deodorant 
like  success. 

— Eliiabetli  Taylor 


Beat  the  Press 

Charles  de  Gaulle  did  not  believe 
that  at  a  press  conference  he  should 
let  the  French  version  of  Sam  Donald- 
son choose  the  subject  on  which  he 
should  respond.  So  he  arrived  with 
five  prepared  answers  and  no  matter 
what  the  question  was,  he  worked  his 
way  through  those  five  answers.  One 
French  newspaper  ran  a  cartoon  in 
which  de  Gaulle,  allegedly  actually 
asked,  "Would  somebody  like  to  ask  a 
question  to  my  answers?" 
— Henry  Kissinger,  in  a  speech  to  the 
National  Newspaper  Association 

Into  the  Future 

The  moon  is  moving  away  from  the 
earth  at  the  rate  of  two  inches  a  year, 
because  gravity  is  decreasing.  This 
means  that  every  year  you  weigh  about 
one  potato  chip  less  than  the  year 
before.  And  that  means  that  the  older 
you  get,  the  softer  you  will  hit  the 
ground.  Five  hundred  billion  years 
from  now,  you  could  fall  out  of  a  really 
tall  tree  and  never  hit  the  ground  at  all. 
You  would  float  and  fly.  Now  that's 
something  to  look  forward  to. 

— /(  Was  on  Fire  When  I  Lay  Down 
on  It,  by  Robert  Fulghum 

No  Dad's  Day  Ties  for  Him 

MoRLEY  Safer:  Do  you  regret  that 
you  haven't  gotten  married  and  had 
children  and  raised — 

Rudolf  Nureyev:  No! 

Safer:  — small  Nurcycvs  perhaps? 

Nureyev:  No,  no.  What  if  they  were 
not  as  good  as  me?  What  would  I  do 
with  those  imbeciles? 
— Minute  by  Minute,  by  Don  Hewitt 
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"The  Glenlivet  is  Scotch  the  way 
it  was  originally. 
Indeed,  it  is  the  father  of  all  Scotch: 


What  is  a  single  malt  Scotch? 


A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky  from  one  single 

distillery.  Not,  like  most  Scotch  today  a  blend  ojmany  whiskies.  The  Glenlivet 

single  malt  Scotch  whisky  should  therefore  he  compared  to  a  chateau-bottled  wine. 

Blended  Scotch  is  more  like  a  mixture  of  wines  from  different  vineyards. 


-Sandy  Milne, 
Stillman  &  Resident  Sage. 


K 


.is  Majesty's  Government 
bestowed  on  The  Glenlivet 
Distillery  the  very  first  license 
under  the  Act  of  1823  to  distill 
single  malt  whisky  in  the  High- 
lands. 

It  was  thus  that  The 
Glenlivet  became  known  as 
the  father  of  all  Scotch. 

In  more  recent  times, 
Derek  Cooper  has  written  in 
Whiskies  of  Scotland:  "The  dis- 
tillery... produces  a  deUcate  and 
full  flavoured  whisky  which  is 
unarguably  the  most  famous,  if 
not  the  greatest  in  the  world." 

Says  our  own  Sandy 
Milne,  "Mr.  Cooper  knows  his 
onions.  I  couldn't  have  put  it 
better  myself." 


^^^Uv 


The  Glenlivet. 
The  Father  of  All  Scotch. 


©  1990.  Imported  by  The  Glenlivet  Distilling  Company.  NY.  NY  12-year-old  single  mall  Scotch  whisky.  Ale.  43%  by  vol.  (86  proof).  The  Glenlivet  isa  registered  trademark. 


she  mafes  it  look  effortless. 
Reflecting  the  thousands  of  hours  she's  practiced  and 
honed  her  skills,  until  every  muscle  responds  in  unison 


to  the  command  for  perfection.  It  is  this  dedication,  this 
courage  to  fece  competition  boldly  and  without  compromise, 
that  has  inspired  Phillips  Petroleum  to  proudly  sponsor 
United  States  Swimming  since  1973. 

And  we'll  be  national  sponsor  for  years  to  come. 
Because  we  believe  that  with  every  leap  of  grace  and  form, 
we  are  watching  the  future  of  our  nation  talc  shape. 

PHILLIPS  PETROLEUMCOMPANYS 


For  more  information  on  how  you  can  help  these  athkles,  please  write  to:  Executive  Director,  United  Stales  Swimming  1750  East  Boulder  Street. 
Colorado  Springs,  Colorado  80909. 


Commentary 

on  Events  at  Home  and  Abroad 

By  CasparW  Weinberger,  Publisher 


FEARS  OF  THE  FUTURE  THREATEN  HONG  KONG'S  PROSPERITY 


In  April  1989,  when  Forbes  Vice  Chairman  Christopher 
Forbes  and  I  visited  Hong  Kong  and  met  with  its  governor 
and  many  leaders  who  influence  public  opinion  there,  we 
found  a  thriving,  vigorous,  extraordinarily  strong  economy 
with  only  one  small  cloud  on  the  horizon:  What  kind  of 
China  would  become  Hong  Kong's  sovereign  in  1997? 

At  the  time  it  appeared  it  would  be  a  China  well  em- 
barked on  reform  of  its  socialist  economy,  a  China  sensible 
of  the  need  to  maintain  the  factors  that  produced  the 
immense  wealth  of  Hong  Kong  and 
aware  of  the  enormous  contributions 
it  could  bring  to  the  Chinese.  "One 
country,  two  systems"  summed  up 
their  then-welcome  attitude. 

But  as  we  found  on  a  return  visit 
this  April,  the  afternoon  of  June  4  last 
year  in  Tiananmen  Square  changed 
much  of  Hong  Kong's  comfortable 
confidence  that  China  would  let  it  go  on  being  Hong  Kong. 
The  worst  climate  business  can  encounter  is  uncertainty 
and  fear  of  the  future,  and  there  is  much  of  that  now. 

Hong  Kong's  real  GDP  (gross  domestic'product),  which 
grew  an  annual  average  of  7.8%  between  1979  and  1986, 
reached  an  astonishing  13.8%  in  1987,  was  7%  in  1988  and 
then  fell  to  2.5%  in  1989.  Predictions  for  1990  are  for  a  3% 
growth.  That  is  not  fatal,  of  course,  and  many  countries 
would  consider  it  healthy  enough  after  such  enormous 
earlier  increases,  but  Hong  Kong  is  also  suffering  the  loss  of 
some  of  its  best  talent.  Over  42,000  persons  left  last  year, 
and  conservative  predictions  are  that  45, 000  more  will  leave 
this  year.  With  managerial  skills,  indeed  labor  of  all  kinds, 
critically  short  now,  a  drain  of  this  severity  is  most  serious. 

But  Hong  Kong's  economy  is  very  resilient  and  shows 
considerable  fundamental  strength.  Certainly,  the  amount 
and  rate  of  building  and  banking  activity  attest  to  a  very 
robust  economy.  With  its  135  foreign  banks  and  167  repre- 
sentative offfces  of  other  overseas  finaiicial  institutions, 
Hong  Kong  is  far  ahead  of  Tokyo  or  any  other  Asian  city  in 


Prime  Minister  Thatcher's  proposal  that  U.K.  passports 
be  issued  to  50,000  of  Hong  Kong's  brightest  and  best,  and  to 
their  families,  to  encourage  them  to  stay  should  help  some. 
What  will  help  even  more  is  a  continuation  of  China's 
Most  Favored  Nation  trading  status  with  the  U.S.  Presi- 
dent Bush  was  right  to  reject  the  "punishment  for  China" 
group  and  to  continue  MFN  status,  because  rejecting  it 
would  have  hurt  Hong  Kong  and  the  U.S.  the  most. 
Govemor  Sir  David  Wilson  estimates  that  if  MFN  had 
been  denied  it  would  have  caused  an 
immediate  1%  drop  in  Hong  Kong's 
GDP.  Loss  of  import  and  export  con- 
tracts by  Hong  Kong-based  firms 
would  amount  to  between  $7  billion 
and  $10  billion.  The  U.S.  Chamber 
of  Commerce  in  Hong  Kong  says 
that  loss  of  MFN  would  have  meant 
Brain  Drain:  42.000  left  Hong  Kong  last  year        bankruptcy  for  several  medium  and 

small  firms,  including  U.S. -owned  companies,  in  both 
Hong  Kong  and  China. 

Since  we  granted  MFN  status  to  China  in  1980,  very 
large  U.S.  investments  have  been  made  in  Hong  Kong  and 
in  China's  southern  provinces  near  Hong  Kong.  Denying 
MFN  would  have  caused  U.S.  tariffs  on  Chinese  and  Hong 
Kong  goods  to  rise  by  anywhere  from  12%  to  110%, 
depending  on  the  items. 

The  Chinese,  of  course,  would  have  reciprocated  by 
taking  away  our  MFN  status  with  them,  and  that  would 
probably  lose  us  $2  billion  in  sales  to  China. 

The  goal  of  this  drastic  sanction  was  to  force  China  to 
change  its  policies,  but  punishments  of  this  kind  would 
not  accomplish  that.  China  has  existed  for  many  centuries 
and  it  is  even  more  averse  to  yielding  to  outside  pressures 
than  most  countries. 

We  should  continue  with  President  Bush's  quiet  diplo- 
macy if  we  hope  to  change  Chinese  behavior.  We  can  point 
out  to  them  in  private  sessions  how  much  harm  they  have 
done  themselves  by  directing  their  army  to  fire  upon 
those  categories.  And  the  country's  planned  new  airport,  .  unarmed  students,  emphasizing  how  vital  it  is  for  the 
with  associated  port,  road  and  tunnel  networks,  is  the  future  of  both  our  countries  that  China  return  to  the  path 
largest  civil  project  yet  undertaken.  she  was  following  prior  to  June  4,  1989. 
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C.1990ATST 


How  does  a  company  with  a  cata- 
log of  down  goods  show  consistently 
good  sales  year  after  year?  If  you  are 
The  Company  Store, you  make  a  supe- 
rior product  and  then  find  a  superior 
800  service. 

AT&T 800  Service  has  the  highest 
call  completion  rate  in  the  industry 
Why  is  that  performance  important  to 
The  Company  Store's  success?  People 
expect  catalog  shopping  to  be  easy 
and  convenient. Th(.7  won't  always 
redial  if  their  calls  don't  go  through. 
AT&T's  extra  reliability  helps  The 


Company  Store  cover  more  customer.^ 

No  wonder  so  many  businesses 
insist  on  using  AT&T  After  all,  no  one 
can  afford  to  lose  sales  because  of  th 
800  service.  And  just  a  few  uncom- 
pleted calls  can  add  up  to  a  lot  of  losi 
revenue.  AT&T's  performance  can 
help  any  business  that  depends  on  it5 
800  service.  It's  one  of  the  reasons  iha 
The  Company  Store's  sales  have  gone  u 
an  average  of  27%  every  year  since  198- 

Free  installation. 

If  reliable  connections  count  in 


lales  go  up. 

'our  business,  shouldn't  you  choose 
VT&T800  Service?  Now,  to  make  your 
lecision  even  easier,  AT&T  will  help 
^ou  get  started.  Call  throughjune  29 
nd  we'll  waive  the  installation 
harges  when  you  add  any  domestic 
hT&T800  Service. 

800  Performance. 
Another A&r  advantage. 

For  full  details  on  how  this 
)fFer  applies  to  your  business,  call 
our  AT&T  Account  Executive  or 
800222-0400. 


Aiisr 

The  right  choice. 


,..MMMtJl-Mt«'- 


He  grew  up  on  beluga  caviar  and  Bizet's  Carmen. 


He  had  a  champion  King  Charles  spaniel 
and  a  '52  roadster  named  Wanda. 


He  had  Europe  at  his  feet  and  the  world  at  his  door 


But  he  never  had  a  Waterman. 


How  could  1  have  known  he  had  been  so  deprived. 


lem  write.  A  Waterman  pen  expresses.  For  more  than  a  century,  this  dist^^^ha  \  "  '7  precise,  painstaking 

tooling,  for  example.  In  the  meticulous  balancing.  In  layer  upon  layer  of  brilliant  lacquers.  In  accents  gilded  with  precious  metal 
Those  who  desire  such  an  instrument  of  expression  f\   will  find  Waterman  in  a  breadth  of  styles,  prices  and  finishes. 


m 


WATERMAN 


IfL. 


-PAHIS 


O  IV*y  WdlrrmaM  I'm  Comfj 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Avoiding  a 
political  train  wreck 


Raising  less 

than  meets 

the  eye 


Unpredictable  effects 

on  prices 

and  growth 


A  DEAL  BEGINS  TO  TAKE  SHAPE 

The  first  trial  balloons  about  the  shape  of  the  budget  compro- 
mise being  cooked  up  between  the  Bush  Administration  and  Congress 
are  starting  to  rise  in  Washington. 

The  early  ideas  focus  on  easing  the  present  Gramm-Rudman-Hollings 
target  of  a  $64  bilHon  deficit  for  fiscal  1991  (starting  this  October).  The 
objective  would  be  to  avoid  what  insiders  predict  would  otherwise  be  a 
political  train  wreck — meaning  there  would  have  to  be  spending  cuts. 

Another  key  element  is  to  include  something  for  everyone  so  that  all 
participants  can  claim  c  lit  for  solving  the  so-called  crisis.  This  early 
package  deal  includes: 

•  Taking  the  savings  ar.  '  loan  bailout  entirely  off  budget,  especially 
the  working  capital  required  for  bankrupt  thrifts  (up  to  $83  billion  over 
three  years). 

•  Some  form  of  indirect  (i.e.,  nonincome)  tax  increase,  possibly  a  15- 
cent-a-gallon  hike  in  the  federal  gas  tax. 

•  A  scaled-down  version  of  Senator  Moynihan's  proposed  cut  in  the 
Social  Security  tax  increases  slated  to  take  effect  this  year  and  next.  For 
now,  though,  the  Democrats  in  Congress  are  still  pushing  for  a  vote  on 
the  full  Moynihan  cut. 

•  Concrete  movement  on  "process  reform,"  meaning,  at  the  mini- 
mum, amending  the  G-R-H  rules  to  block  a  loophole  that  allows 
Congress  to  pass  supplemental  spending  bills  that  evade  the  budget 
limits.  The  White  House,  however,  is  unlikely  to  get  a  line  item  veto. 

Such  a  package  would  raise  a  lot  less  money  than  would  be 
portrayed  in  the  official  calculations. 

In  theory,  the  15-cent-a-gallon  gas  tax  increase  should  raise  around  $14 
billion.  That  would,  however,  be  reduced  as  people  drive  less  and,  over 
time,  switch  to  smaller  cars  (many  imported,  no  doubt,  with  all  that 
would  imply  for  the  trade  deficit). 

Less  predictable  would  be  the  overall  effect  on  the  economy. 
Cutting  taxes  in  the  1980s  clearly  promoted  growth.  But  this  early 
rumored  package  is  more  revenue  neutral — it  contains  both  cuts  (on 
Social  Security  taxes)  and  increases  (on  gas  at  the  pump). 

Will  increases  in  the  gas  tax  and  other  indirect  taxes  be  imlationary? 
Monetarist  economist  Professor  Alan  Meltzer  points  out  that  indirect 
taxes  merely  increase  the  price  level  once,  rather  than  being  perma- 
nently inflationary.  Still,  an  increase  will  have  wide-reaching  conse- 
quences. The  15-cent  gas  tax  hike  would  raise  consumer  prices  by 
around  0.5%,  adding  around  $1.5  billion  to  the  federal  bill  for  Social 
Security  through  higher  cost-of-living  adjustments. 

But  such  subtleties  of  cost-benefit  analysis  will  no  doubt  be  lost  in  this 
summer's  political  shuffling,  as  Washington  politicians  of  all  stripes 
work  to  create  a  deal  that  will  allow  them  to  continue  to  raise  and 
spend  money  in  order  to  buy  votes. 
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The  Forbes  Index 
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The  Forbes  Index  (1967  =  100) 


Current 
Previous 
Percent  ctiange 
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The  government  reduced  its  estimate  of  first-quarter 
growth  in  the  economy  from  2.1%  (armualized)  to  1.3%. 
The  revised  gnp  figure  is  more  in  line  with  the  sluggish 
performance  of  the  Forbes  Index.  The  preliminary  April 
figure  shows  the  Index  at  the  same  level  it  was  at  in 
December  1989.  The  manufacturing  sector  continued  to 
have  its  problems,  as  manufacturers'  new  orders  slipped 
4.3%  from  March  to  April  while  inventories  crept  up 
0.47o.  Personal  income  rose  0.7%  over  the  revised  March 
figure  and  now  stands  at  $2.78  trillion. 


other  key  rates 

Source 

Status 

Prime  rate 

Cliase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-58% 

Index  of  leading  indicators  April  vs.  March 

Dept  of  Commerce 

-0.2% 

Trade  balance  last  12  months  ending  March  1990 

Oept  ot  Commerce 

-$95  bil 

Producer  price  index  April  vs.  1989^ 

Dept  ot  Labor 

35% 

GNP  1st  quarter  vs.  4t>i — annualized  growth 

Oept  of  Commerce 

1,3% 

NBER  Experimental  Recession  Index  ApriP 

Natl  Bureau  of  Economic 

Research 

60% 

'us.-  based  manufacturers,  excludes  imports,  as  of  5/20/90 

^Fmished  goods,  Mpnl  1990 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 
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Industrial  production  index  (1987=  100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  c    i  v/j  for  month 
(thousands)  seasonally  adjusted  (Dept  ot  Labor) 
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Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


I  Inventories    H  New  orders 


Manufacturers'  new  orders  and  inventories 

($billions)  seasonally  adjusted  (Dept,  of  Commerce) 
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New  housing  starts  (tnousanOs)  privately  owned, 
unadjusted  (Dept,  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept,  of  Commerce) 


Retail  sales  (Sbiilions) 

seasonally  adjusted  (Oept  of  Commerce) 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich- American.  That's  because  we  make  it  our 
business  to  really  know  yours. 

It's  a  commitment  of  time  and  talent  that  enables 
us  to  provide  the  right  insurance  for  your  particular 
needs.  And  it's  backed  up  with  financial  stability  you 
can  depend  on.  Stability  that  is  reflected  in  our  "A" 
rating  from  A.M.  Best  and  "AAA"  from  Standard 
and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
100  countries,  we  have  the  insurance  capacity  and  the 
people  to  make  a  world  of  difference  for  you  at  home 
and  abroad. 

So  make  sure  you've  got  the  right  type  of 
insurance  for  your  type  of  business.  Ask  about  Z-A. 

Zurich-American. 

ZURJCH-AIVIERJCAN 

'^       INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices,  Schaumburg,  IL  601 96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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le  Ford  Taurus 
Ml  ftttth  but  once  per  gqnerationr 


-Car  and  Driver 


It's  not  often  that  a  car  receives  this  kind 
of  praise.  Then  again,  it's  not  often  that  a  car 
like  Ford  Taurus  comes  along.  And  over  the 
years,  its  superb  performance  and  innovative 
design  have  made  it  a  resounding  success 
with  car  buyers  and  critics  alike.  As  Car  and 
Driver  put  it:  'This  car,  an  established  best- 
seller in  the  marketplace,  established  itself 
as  first  in  the  hearts  of  [our]  staff...."  (Which 

Buckie  up— tojjether  we  can  save  lives. 


may  explain  why  Taurus  has  been  named 
one  of  Car  and  Driver's  "Ten  Best  Cars"  for 
five  straight  years.) 

But  you  can  rest  assured  that  we're  not 
resting  on  our  laurels.  In  fact,  Taurus  now  of- 
fers advanced  features  like  optional  anti-lock 
brakes-proof  that  this  design  leader  is  dedi- 
cated to  staying  a  leader.  Ford  Taurus.  The 
next  car  of  its  kind  may  be  a  generation  away. 


sy^jW/^. 


iK<  ^'S^ 


M 


■>; 


^cners  you  and  future  owners  on  major 
uertrain  components  for  6  vears/60,000 
lies.  Ask  to  see  a  copy  of  this  limited  war- 
fity  at  your  Ford  Dealer. 

Jst-buih  American  cars.  i 

Vnfr^  ^^u:^""'}^  American  cars  are  built 
^orcl.  1  tiis  IS  based  on  ah  average  of 
isumer-reported  probJen^in  a  series  of  .^ 


surveys  ofall  Ford  ana  .^ 
models  designed  and  built  in  No 
At  Ford,  "Quality  is  Job  l." 

aI^^I^  ^"'L ^^^«  ^°™^«  equipped  uith  a 


system. 


JrlsHlilil 


'ir  -11 


Ford  Taurus 


Forbes 


Time  was  when  footloose  American  tourists  were  a  big  drain  on 
our  trade  account.  No  more.  Last  year,  for  the  first  time,  the  U.S. 
recorded  a  surplus  on  tourism. 

Good  news 

for  the  balance 

of  payments 


By  Evan  MeGliim 


DON  Lansing's  farm  in  Dyers- 
ville,  Iowa,  30  miles  west  of 
Dubuque,  is  becoming  a  big  hit 
with  the  Japanese.  The  attraction: 
Lansing's  baseball  dia- 
mond, out  in  the  corn- 
field. The  diamond, 
beautifully  mowed  and 
manicured,  was  built 
as  a  set  for  Field  of 
Dreams,  the  1989  base- 
ball film  starring  Kevin 
Costner.  The  movie 
was  a  hit  in  Japan,  and 
now  Japanese  tour  op- 
erators have  put  Lan- 
sing's ballpark  set  on 
their  travel  maps.  Lan- 
sing doesn't  yet  charge, 
but  he  did  take  dona- 
tions from  the  8,500 
tourists  who  descend- 
ed on  his  farm  last 
year,  and  he  has  a  small 
gift  shop  as  well. 

The  extra  income 
Lansing  expects  from 
his  roadside  attraction 
is  but  a  small  piece  of 
some  very  good  news 
for  the  U.S.  trade  ac- 
count. For  the  first 
time  since  the  Depart- 
ment of  Commerce 
started  keeping  such 
records  over  30  years 
ago,  the  U.S.  showed  a 
positive  balance  of  pay- 
ments on  tourism  last 
year.  The  39  million 


foreign  visitors  to  the  U.S.  spent  a 
total  of  $44  bilhon,  or  about  $1.2  bil- 
lion more  than  Americans  spent 
abroad.  As  recently  as  1985  the  coun- 
try ran  a  $9  billion  deficit  on  tourism. 
But  that's  the  year  the  tables  finally 


I  The  Siock  Miritei 


Tour  group  on  steps  of  Manhattan 's  Federal  Hall 
Amian  tourism  to  thm  VA.  ham  doubled  since  1985. 


turned.  The  deficit  slid  to  $7  billion  in 
1986  and  1987,  and  was  just  $3  billion 
in  1988. 

The  prospects  for  this  year  are  even 
brighter.  Rockwell  Schnabel,  Under 
Secretary  of  Commerce  in  charge  of 
U.S.  travel  and  tour- 
ism, keeps  tabs  on  the 
country's  tourism  po- 
tential, in  part  by 
horseback  riding  in 
Montana  and  biking  in 
Virginia  (see  p.  152).  In 
1990,  says  Schnabel, 
the  surplus  should  rise 
to  $2.8  billion,  as  43 
million  foreigners 

swing  by  everything 
from  Don  Lansing's 
farm  to  Niagara  Falls. 

The  increasingly 
positive  balance  of 
tourism  is  especially 
sweet  with  Japan.  The 
tourism  surplus  was  $6 
billion  last  year,  and  is 
expected  to  increase 
again  this  year.  Mea- 
sured as  warm  bodies, 
the  Japanese  make  up 
only  8%  of  foreign 
travelers  to  the  U.S. 
(about  3  million).  But 
the  Japanese  are  big 
spenders  when  they 
travel:  That  8%  of  trav- 
elers accounted  for 
about  19%  of  the 
spending  in  the  U.S.  by 
foreign  tourists.  We 
buy  their  Toyotas,  they 
play  on  our  golf  courses 
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European  visitors  get  a  taste  of  Death  Valley,  Calif. 
The  West  has  long  fascinated  foreign  tourists. 


and  go  on  shopping  sprees  in  our 
boutiques. 

Most  foreign  visitors  to  the  U.S. 
still  come  from  Canada  and  Mexico, 
of  course;  together  our  two  neighbors 
account  for  about  65%  of  all  incoming 
tourists.  But  that  share  is  shrinking. 
The  biggest  recent  gains  have  come 
from  Europe  (mainly  Britain,  with  2.2 
million  visitors,  and  West  Germany, 
with  1.1  million),  and  Japan.  About  11 
million  toiuists  from  Europe  and  Asia 
will  be  coming  to  the  U.S.  in  1990, 
twice  the  number  in  1985. 

Remember  when  U.S.  tourists  be- 
gan flocking  to  Europe  in  the  late 
1950s  and  1960s?  Most  tended  to  go  to 
the  same  cities,  see  the  same  cathe- 
drals and  castles,  stay  close  to  the  tour 
bus  and  drink  Coca-Cola. 

Foreign  tourists  to  the  U.S.  are  like 
that  today,  at  least  the  first  time 
around.  The  three  states  receiving  the 
most  visitors  from  overseas  this  year 
are,  predictaBly,  California,  New 
York  and  Florida.  The  principal  at- 
tractions within  these  states:  the  cit- 
ies of  Los.  Angeles,  San  Francisco, 
New  York  ,City  and  Miami,  as  well  as 
Disney  World  and  Disneyland.  (In  all, 
including  U.S.  tourists,  Disneyland 
and  Disney  World  attracted  an  esti- 
mated 43  million  visitors  last  year.) 

But  just  as  American  tourists  have 
loosened  up  and  sought  out  unusual 
places  to  go  abroad,  so  foreigners  visit- 
ing the  U.S.  are  beginning  to  leave  the 
beaten  paths  and  see  and  do  things 
few  Americans — let  alone  foreign- 
ers— experience.  Example:  Well- 
heeled  Swiss  and  Germans  are  now 
converging  on  Moab,  Utah  to  go  white 


water  rafting  on  the  Colorado  River. 

The  American  West  holds  a  partic- 
ular fascination  for  foreigners.  The 
great  western  sites  such  as  Yosemite, 
Death  Valley  and  the  Grand  Canyon 
have  long  lured  foreigners.  But  more 
recently  cattle  round-ups,  dude  ranch- 
es and  rodeos  have  become  popular. 
And  Indians  on  reservations  through- 
out the  Southwest  by  now  are  familiar 
with  the  click  of  foreigners'  Nikons 
and  Hasselblads. 

Sometimes  foreigners  enjoy  going 


Craig  Aumess/Westlighi 


fapanese  shoppers  in  Beverly  Hills 
By  far  the  biggest  spenders. 


where  American  tourists  go,  but  at 
different  times  of  the  year — an  added 
delight  for  the  local  businesspeople. 
An  example  of  this  is  Miami,  which 
has  become  a  mecca  for  British  tour- 
ists in  the  summer  months. 

Who  gets  the  credit  for  this  surging 
foreign  exchange  earner?  The  U.S. 
Travel  &  Tourism  Administration,  an 
agency  of  the  Commerce  Depart- 
ment, rates  some  kudos,  as  do  region- 
al and  state  promoters.  So  do  cheap 
prices  in  the  U.S.  for  everything  from 
motels  to  car  rentals  to  six-packs  of 
beer.  A  Londoner,  for  example,  can 
spend  a  week  in  the  U.S.,  with  stops 
in  Orlando  and  New  Orleans,  includ- 
ing air,  hotels  and  car  rental,  for  $750. 

But  the  star  of  the  show  is  really  the 
country  itself.  Unlike  many  foreign 
governments,  the  U.S.  has  never 
spent  a  great  deal  of  money  or  effort 
attracting  tourists  from  abroad.  In 
1988,  for  example,  the  federal  govern- 
ment spent  a  paltry  $8.3  million  on 
advertising.  By  contrast,  the  Austra- 
lian government  spent  $28  million  to 
attract  foreign  tourists;  *-he  Austrians, 
$20  million;  the  Irish,  $23  million; 
the  Malaysians,  $33  million;  the 
Spanish,  $32  million;  and  the  British, 
$18  million. 

But  the  growing  tide  of  foreign  visi- 
tors— and  the  cash  they  bring — has 
prompted  state  and  regional  tourism 
groups  to  step  up  their  own  promo- 
tional efforts.  Foreigners  spend  an  av- 
erage of  $1,900  on  visits  to  the  U.S.; 
domestic  travelers  average  only  $250. 

There  are  now  1 1  regional  organiza- 
tions sporting  such  names  as  "Missis- 
sippi River  Country,"  "Travel  South 
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11.5. A."  and  "George  Washington 
Cuuntiy"  that  pool  their  finances  and 
•.n.irket  their  regions  to  foreign  tour 
:ornpanies.  Iowa's  Division  of  Tour- 
.  m  alone  will  spend  about  $3.3  mil- 
lion this  year  to  pitch  the  state  to 
foreigners.  And  starting  next  April, 
baseball  diamonds  won't  be  the  only 
thing  attracting  tourists:  Riverboats 


on  the  Mississippi  will  begin  operat- 
ing casinos. 

But  no  matter  where  they  come 
from,  foreigners  still  have  a  hard  time 
grasping  the  scale  of  the  U.S. 

"A  while  ago,  I  had  a  group  from 
Britain  coming  to  stay  in  Miami," 
says  Glenn  Couvillon,  executive  di- 
rector of  Travel  South  U.S.A.,  a  re- 


gional booster  agency.  "They  wanted 
to  rent  a  car  for  the  evening  so  they 
could  catch  the  show  at  the  Grand  Ol' 
Opry  in  Nashville  that  night." 

But  as  the  world  shrinks  and  foreig- 
ners' curiosity  and  knowledge  about 
the  U.S.  grow,  tourism  is  bound  to 
make  ever  larger  dents  in  the  coun- 
try's trade  deficit.  ■ 


In  Moscow's  trades  with  East  Germany, 
Moscow  loses.  Yet  the  Soviets  are  so  immo- 
bilized and  indecisive,  they  seek  to  hang  on 
to  a  negative  but  familiar  situation. 

Clinging  to 
the  old  ways 


By  Peter  Fnhrman 


Tl  HE  July  1  economic  unification 
of  East  and  West  Germany 
should  be  an  economic  godsend 
for  the  Soviet  Union.  East  Germany  is 
the  Soviet  Union's  key  trading  part- 
ner, providing  relatively  advanced  in- 
dustrial machinery  and  technological 
hardware.  The  Soviets,  in  turn,  supply 
East  Germany  with  petro- 
leum and  natural  gas. 

But  since  neither  East 
Germany  nor  the  U.S.S.R. 
had  a  currency  with  much 
real  external  value,  the 
trade  was  accounted  for  in 
funny  money — the  so- 
called  valuta  ruble,  which 
is  no  money  at  all  in  the 
free  market  sense. 

With  German  econom- 
ic unification.  East  Ger- 
man businesses  will  begin 
the  switch  away  from  the 
valuta  ruble  and  start  pay- 
ing their  bills  (and  collect- 
ing their  receivables)  in 
solid  West  German 
deutsche  marks.  That 
means  East  Germany  will 
soon  be  paying  over  $3  bil- 
lion a  year  in  hard  curren- 
cy to  Moscow  for  oil  and 
natural  gas  imports. 

One  would  expect  the 
Soviets  to  welcome  this, 
since  they  badly  need  hard 


currency  and  can  easily  firid  better 
substitutes  for  the  frequently  out- 
moded goods  the  East  Germans  ship 
to  the  Soviet  Union.  But  rather  than 
welcoming  this  currency  switch  as  an 
opportunity,  the  Soviet  leadership  is 
treating  it  as  a  curse.  The  Soviet 
Union's  timid  premier,  Nikolai  Ryzh- 
kov,  has  already  watered  down  seri- 
ous attempts  at  Soviet  economic  re- 


form. Now  he  has  told  the  West  Ger- 
man government  that  the  Kremlin 
would  rather  the  valuta  ruble  arrange- 
ment continue  in  place  in  1991  and 
beyond. 

Under  the  system  Ryzhkov  wants 
to  retain,  each  piece  of  East  German 
machinery  and  each  metric  ton  of 
Russian  oil  is  assigned  by  the  central 
plarmers  a  price  in  valuta  rubles. 
These  prices  have  little  to  do  with  the 
true  market  value  of  the  goods.  A  par- 
ticular East  German  machine  tool, 
say,  is  determined  to  be  worth  five 
barrels  of  Russian  petroleum — regard- 
less of  either  of  the  goods'  quality. 
Soviet  trade  with  East  Germany  has 
been  based  on  the  kind  of  barter  ar- 
rangements that  preceded  capital- 
ism— yet  another  example  of  social- 
ism's economic  retrogression. 

The  system,  though  contrived  by 
the  Soviets,  works  primarily  to  ex- 
ploit them.  This  is  so  because  oil  is 
fungible;  the  Soviets  could  equally 
well  sell  their  oil  in  hard  currency 
markets.  The  East  German  machine 
tools,  printing  presses  and  other  prod- 
ucts, by  contrast,  are  hard  to  sell  at 
any  price  in  the  West. 

M,ktn<KjRc.        5q  ^[jy  jjQgg  Moscow 

insist  on  sticking  with  a 
system  that  hurts  Mos- 
cow most?  The  answer  is 
fear  of  the  unknown,  the 
same  kind  of  apprehen- 
sion that  has  hobbled  all 
Soviet  efforts  to  date  to 
dismantle  socialism. 

Ryzhkov  has  told  the 
West  Germans  that  Soviet 
factories  won't  be  able  to 
cope  with  the  supply  dis- 
ruptions that  may  come 
from  the  breakdown  of 
state  planning  in  East 
Germany.  For  example, 
the  Soviet  automobile  in- 
dustry relies  on  East  Ger- 
man suppliers  for  many  of 
its  electrical  components. 
Ryzhkov  and  his  aides  are 
afraid  that  East  German 
companies  will  be  reluc- 
tant to  continue  supply- 
ing Lada  and  other  Soviet 
automakers  after  July  1, 
preferring  hard  currency 
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markets  in  the  West. 

To  protect  the  output  at  the  Soviet 
auto  factories,  Ryzhkov  has  asked  the 
West  Germans,  in  effect,  to  suspend 
market  economics  by  assuring  that 
East  German  car  components  and 
other  East  German  equipment  keeps 
arriving  in  the  Soviet  Union.  Ryzhkov 
seems  to  want  to  go  on  running  his 
planned  economy  as  if  nothing  had 
changed  in  East  Germany. 

To  their  credit,  the  West  Germans 
have  refused  to  provide  any  guaran- 
tees. They  have  told  the  Russians  that 
putting  an  end  to  the  valuta  ruble 
barter  system  will  be  to  Soviet  bene- 
fit. At  today's  prices,  Soviet  oil  and 
gas  deliveries  to  East  Germany  would 
bring  in  about  $3.5  billidi  this  year, 
equal  to  almost  15%  of  the  Soviet 
Union's  total  hard  currency  sales  to 
the  West.  With  the  money,  the  Sovi- 
ets can  buy  machinery  and  compo- 
nents of  far  higher  caliber  than  those 
now  delivered  by  East  Germany. 

The  Soviets,  it  is  true,  will  gradual- 
ly lose  their  energy  monopoly  in  East 
Germany,  but  they  will  continue  to 
have  a  vital  leg  up  on  their  Western 
competitors:  a  large  pipeline  carrying 
crude  directly  to  East  Germany. 

Wisely,  West  Germany  refuses  to 
cater  to  Soviet  timidity.  The  West 
Germans  have  stipulated  that  none  of 
the  $65  billion  to  be  raised  in  West 
Germany  through  the  issue  of  Unity 
Bonds  be  used  to  subsidize  East  Ger- 
man production  of  goods  for  the  Sovi- 
et market.  Only  on  the  military  side  is 
West  Germany  ready  to  make  limited 
concessions,  promising  to  provide  fi- 
nancial assistance  to  the  380,000  So- 
viet troops  to  remain  in  East  Germany 
for  the  next  two  to  three  years. 

Like  a  person  confined  too  long  to  a 
dark  cellar,  the  Soviets  are  bewildered 
by  the  blinding  light  of  free  markets. 
The  Germans  are  telling  them:  Relax 
and  enjoy  economic  freedom;  you'll 
soon  get  used  to  the  apparent  unpre- 
dictability of  things.  The  West  Ger- 
mans are  pushing  on  Moscow  the  sort 
of  bold  and  irrevocable  market-driven 
changes  introduced  in  their  own 
country  by  l^inance  Minister  Ludwig 
Erhard  in  1^48.  These  brought  about 
an  economic  miracle  in  West  Germa- 
ny. But  the  Soviets  lack  the  stomach 
for  such  boldness.  Their  system 
breeds  cautious  people.  Any  bureau- 
cratic system  does. 

"The  Soviets  can  only  think  stati- 
cally about  economics,"  says  a  senior 
West  German  official  involved  in  the 
negotiations  with  the  Soviets  over 
German  imification.  "They  can't  see 
how  a  dynamic  market  operates." 
They  had  better  learn  if  perestroika  is 
not  to  degenerate  into  chaos.  ■ 


Nothing  has  ever  come  easily  to  Pilgrims 
Pride  founder  Bo  Pilgrim,  which  is  proba- 
bly why  he  keeps  outsmarting  his  rivals. 


Pilgrim's  progress 


By  Toni  Mack 


WHEN  Lonnie  Alfred  (Bo)  Pil- 
grim was  a  young  boy  and 
wanted  a  Coke,  his  father, 
who  ran  the  general  store  in  the 
northeast  Texas  hamlet  of  Pine, 
would  first  make  him  sell  six  Cokes 
for  a  nickel  apiece  to  the  men  working 
the  nearby  cotton  gin.  In  1939,  when 
Bo  was  1 1,  his  father  died  suddenly  of 
a  heart  attack,  leaving  a  widow,  seven 
children  and  a  deeply  indebted  store. 
Bo  went  to  work  as  a  farmhand.  He 
later  peddled  newspapers,  raised 
chickens  and  hogs,  hauled  gravel, 
picked  peas  and  cotton  and  sacked 
groceries — all  before  he  turned  18. 
Today  Bo  Pilgrim  is  a  wealthy  man. 


The  company  he  started  and  runs, 
Pittsburg,  Tex.-based  Pilgrim's  Pride 
Corp.,  is  the  country's  fifth-largest 
chicken  processor.  His  74%  of  the 
$661  million  (fiscal  1989  revenues) 
company  is  worth  $130  million.  More 
satisfying,  he's  found  a  way  to  take  on 
the  biggest  and  shrewdest  player  in 
the  chicken  business,  Tyson  Foods, 
and  outsmart  it. 

In  1986  Pilgrim's  Pride  was  enjoy- 
ing its  best  year  to  date:  It  earned  $19 
million  on  $375  million  in  sales.  But 
Pilgrim  knew  the  prosperity  would  be 
transitory,  because  the  company  was 
almost  entirely  dependent  on  highly 
cyclical  commodity  chicken  sales. 
Twice  over  the  years,  commodity 
chicken  downcycles  had  almost  bank- 


Dtjug  Milner 


Preparing  chicken  parts  at  Pilgrim's  $25  million  Pittsburg,  Tex.  plant 
Ruffling  the  feathers  of  the  hig  producers,  Tyson  and  ConAgra. 
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Doug  M  liner 


Lonnie  Alfred  (Bo)  Pilgrim  with  his  chickens  and  the  hat  he  wears  in  Pilgrim 's  lYide  commercials 

"A  lot  ofbityera  gave  mis  UtformtMon  to  help  ua  duplicate  the  products  they  were  buying  from  Tyaon." 


rupted  Pilgrim's  Pride. 

To  insulate  his  company  from 
those  cycles,  Pilgrim  decided  in  1986 
to  plow  his  surging  earnings  into  the 
prepared  chicken  market.  Prepared 
chicken  is  closer  to  a  finished,  ready- 
to-eat  product.  It  is  sold  to  supermar- 
kets and  to  food  service  customers — 
wholesale  distributors  like  Sysco  and 
Kraft  General  Foods  (which  resell  it  to 
restaurants,  hospitals  and  the  like) 
and  fast-food  chains.  Unlike  com- 
modity chicken,  prepared  chicken 
sells  mostly  on  a  cost-plus  basis. 

To  get  into  prepared  chicken.  Pil- 
grim had  to  ruffle  the  feathers  of  the 
industry's  biggest  producers:  Tyson 
Foods  and  ConAgra.  Both  have  retail 
products.  But  having  spent  $25  mil- 
lion on  a  prepared  chicken  plant.  Pil- 
grim felt  he  had  no  choice  but  to  take 
on  both  companies  in  both  the  food 
service  and  retail  markets  at  once,  and 
get  volume  up  fast.  "I  never  envi- 
sioned how  difficult  it  would  be,"  he 
says  in  a  twang  that  reflects  a  lifetime 
in  rural  Texas.  "It  was  like  getting  on 


the  wrong  ski  lift.  You  might  wish 
you  hadn't  done  it,  but  there's  no  oth- 
er way  to  get  back  down." 

At  first,  to  get  food  service  business, 
Pilgrim  had  to  price  his  products  be- 
low Tyson's — at  a  loss  to  Pilgrim's 
Pride.  And  m  retail  it  typically  takes 
years  to  break  even  on  a  new  product. 
Pilgrim  was  spending  $6  million  to  $8 
million  a  year  on  advertising,  promo- 
tion and  supermarket  slotting  allow- 
ances, but  couldn't  get  enough  sales 
volume  to  cover  those  costs. 

But  then  nothing  in  Bo  Pilgrim's  life 
has  been  easy.  Pilgrim's  Pride  lost 
about  $50  million  over  three  years 
trying  to  crack  the  prepared  chicken 
market.  In  fiscal  1988  (ending  Oct.  1) 
the  company  lost  a  net  $8  million  on 
$506  million  in  sales.  Disgruntled  in- 
vestors dumped  the  stock;  the  value 
of  Bo  Pilgrim's  stake  shrank  by  76%, 
to  $61  million. 

Pilgrim  finally  turned  the  corner 
with  a  strategic  retreat  from  the  su- 
permarkets and  a  major  advance  into 
the  food  senrice  market.  Retail  prod- 


ucts now  account  for  a  mere  2%  of 
Pilgrim's  Pride's  prepared  chicken 
sales.  But  in  food  service  he  posi- 
tioned the  company  as  an  alternate  to 
Tyson,  aimed  at  those  customers 
leery  of  being  too  dependent  on  one 
supplier.  "A  lot  of  buyers  gave  us  in- 
formation to  help  us  duplicate  the 
products  they  were  buying  from  Ty- 
son," Pilgrim  says.  With  customers 
such  as  Kraft  General  Foods,  Wendy's 
and  Kentucky  Fried  Chicken,  the 
company  has  been  able  to  raise  its 
prices  to  be  in  line  with  Tyson's. 

John  Bicrbusse,  an  analyst  at  A.G. 
Edwards  who  keeps  his  eye  on  Pil- 
grim's Pride,  reckons  the  firm  will 
earn  around  $23  million,  $1  a  share, 
this  year.  Around  20%  of  Pilgrim's 
Pride's  projected  $800  million  in  sales 
this  year  will  come  from  prepared 
chicken.  Pilgrim  says  he  hopes  to  get 
the  figure  up  to  50%  eventually. 

Like  Perdue  Farms'  Frank  Perdue, 
Bo  Pilgrim  is  working  at  becoming 
Pilgrim's  Pride's  best  booster.  He's  a 
folksy  presence  in  tv  ads,  wearing  a 
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business  suit  and  a  black,  buckled  pil- 
grim's hat  atop  his  silver-white  hair. 
Last  year  his  promotional  efforts  very 
nearly  got  Pilgrim  into  some  serious 
trouble.  Hoping  to  influence  workers' 
compensation  legislation,  Pilgrim 
buttonholed  eight  lawmakers  on  the 
Texas  senate  floor,  argued  his  case 
and  handed  each  a  $10,000  check  as  a 
"campaign  contribution."  (Texas  has 
no  limit  on  personal  campaign  contri- 


butions.) After  a  public  outcry.  Pil- 
grim asked  the  senators  to  return  the 
checks;  he  had  to  defend  himself  be- 
fore a  Travis  County  grand  jury  but 
was  never  indicted.  He  later  called  the 
incident  "a  bonehead  mistake." 

At  62,  with  his  company  humming 
along,  Pilgrim  still  works  12-hour 
days,  taking  time  out  for  a  daily  exer- 
cise regimen  of  treadmill  work  and 
swimming  (he  had  a  heart  attack  eight 


years  ago),  thrice-weekly  Baptist 
meetings  and  occasional  yard  work. 
His  only  real  indulgence,  hesays,  is 
"my  wife's  dream  house,"  to  be  built 
at  a  cost  of  about  $2  million. 

'Teople  retire  too  early,"  says  Pil- 
grim. "They  should  retire  when  they 
don't  enjoy  working  anymore.  I  won't 
retire."  Having  started  so  young,  for 
Pilgrim  hard  work  is  a  well-ingrained 
habit.  ■ 


Anybody  who  can  make  good  money  in 
the  depressed  Texas  real  estate  market  these 
days  is  someone  to  watch.  Keep  your  eye 
on  Michael  Prentiss. 

No  herd  syndrome 

here 


By  Claire  ¥wA» 


Charles  Thaicher 


Michael  Freritiss,  chief  exec ui we  of  Prentiss  Properties 

An  instinct  for  spotting  the  key  that  makes  a  deal  go. 


ICHAEL  Prentiss'  friends  call 
him  "Godzilla"  because  of 
the  way  he  eats  his  competi- 
tors alive,  whether  on  the  basketball 
or  tennis  court — or  at  the  negotiating 
table.  Prentiss'  tastiest  meal  was  Ger- 
ald Hines,  the  well-known  Houston 
developer,  and  the  Bronfman  family 
of  Canada. 

Since  1979  Prentiss  had  worked  in 
Dallas  for  the  Bronfmans,  building 
their  Cadillac  Fairview,  a  Toronto- 
based  real  estate  company,  into  a 
powerhouse  in  the  U.S.  property  mar- 
ket. In  1986,  with  Texas  real  estate 
values  underwater,  the  Bronfmans 
needed  quick  cash  to  settle  some  es- 
tate problems,  and  put  the  entire  com- 
pany up  for  sale.  Gerald  Hines,  backed 
by  Deutsche  Bank,  wanted  to  buy  the 
whole  company.  The  Bronfmans  ac- 
cepted his  bid,  but  only  on  the  condi- 
tion that  Hines  sell  Prentiss  Cadillac 
Fairview's  U.S.  properties.  Hines,  fig- 
uring to  put  Prentiss  out  of  business 
by  buying  the  whole  lot,  refused. 

Prentiss  promptly  swept  Hines 
aside  in  a  nimble,  two-step  manuever. 
He  brought  in  Chicago-based  jmb  Re- 
alty to  outbid  Hines  for  Cadillac  Fair- 
view's  Canadian  properties.  And  he 
squeezed  the  Bronfmans  for  their  U.S. 
holdings  by  offering  10%  less  than  the 
Bronfmans  wanted,  but  in  cash. 

The  Bronfmans  knew  Prentiss  had 
lined  up  a  $530  million  commitment 
from  Copley  Real  Estate  Advisors,  a 
top-performing  pension  fund  manager 
in  Boston  that  had  done  deals  with 
Prentiss  before.  Backs  against  the 
wall,  the  Bronfmans  accepted.  At  the 
time  it  was  one  of  the  largest  real 
estate  deals  ever — $450  million,  plus 
assumption  of  $1.35  billion  in  debt. 
Hines  and  the  Bronfmans  are  still 
smarting  from  the  experience. 

Though  still  unknown  compared 
with  such  builders  as  Hines  and  Tram- 
mell  Crow,  the  hulking,  6-foot-4  chief 
executive  of  Prentiss  Properties  is  now 
one  of  the  country's  major  real  estate 
powers.  And  not  only  in  Texas.  His 
portfolio  of  about  50  properties — office 
towers,   industrial  parks   and  2,000 
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acres  of  raw  ]and,  mostly  in  Texas, 
California  and  around  Washington, 
D.C. — is  now  worth  $2.2  billion  and 
tlefows  off  more  than  $50  million  in 
cash  a  year.  Even  in  this  weak  commer- 
cial real  estate  market,  Forbes  esti- 
mates the  46-year-old  Prentiss  is  worth 
around  $100  million. 

He  got  that  way  with  an  instinct  for 
spotting  the  key  that  makes  a  deal  go. 
With  the  Bronfmans,  it  was  ready  cash. 
With  IBM,  it  was  his  willingness  to 
make  the  company  an  equity  partner  in 
several  projects,  including  office  parks 
in  Dallas,  Houston  and  now  Austin; 
and  the  50-story,  1.1  million-square- 
foot  One  Atlantic  Center  in  Atlanta 
designed  by  two  of  America's  most 
distinguished  architects,  Philip  John- 
son and  John  Burgee. 

Prentiss  never  went  into  the  highly 
leveraged  deals  financed  by  savings 
and  loans  even  though  he  could  have 
collected  fat  development  fees;  such 
projects  buried  many  of  Prentiss' 
competitors.  Instead,  he  sought  out 
well-financed  partners  like  ibm.  Says 
partner  Joseph  O'Connor,  president  of 
Copley  Real  Estate  Advisors:  "There's 
a  herd  syndrome  in  the  real  estate 
business.  Usually,  you  want  to  go 
against  the  herd,  not  with  the  herd. 
Prentiss  goes  against  the  herd." 

Prentiss  builds  prime  properties,  not 
distressed  merchandise.  Today  in  Dal- 
las, where  the  average  downtown  tow- 
er is  about  78%  occupied,  Prentiss' 
First  City  Center,  a  1.3-million- 
square-foot,  50-story  office  tower,  is 
running  96%  full.  Across  Elm  Street, 
Banc  One  Center,  an  even  taller,  1.5- 
million-square-foot  tower  designed  by 
Johnson  and  Burgee,  is  80%  full.  Of  the 
1 8  million  square  feet  that  Prentiss  and 
Copley  own  around  the  country,  one- 
third  of  which  is  in  Texas,  Prentiss  has 
achieved  an  average  occupancy  of  92% . 

Prentiss  has  spent  his  life  in  the 
construction  business  in  one  form  or 
another.  As  a  high  school  and  college 
student,  Prentiss  worked  summers  in 
construction  in  his  native  Tacoma, 
Wash.  After  earning  engineering  and 
business  degrees  from  Washington 
State  University,  he  served  five  years 
in  the  Navy  during  the  Vietnam  War, 
supervising  the  building  of  offices  and 
officers'  quarters. 

After  the  service  he  went  to  Har- 
vard Business  School,  picked  up  an 
M.B.A.  and  accepted  a  job  in  1973  at 
Ackerman  Development  Co.  in  At- 
lanta. Charles  Ackerman  was  so  im- 
pressed with  Prentiss  that  he  made 
him  president,  at  age  31,  a  year  later. 
In  1978,  after  courting  him  for  years, 
the  Bronfmans  hired  Prentiss  to  help 
start  Cadillac  Fairview's  U.S.  opera- 
tion. But  this  is  not  the  sort  of  man 
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destined  to  work  for  others  indefinite- 
ly— he  had  always  run  Cadillac  Fair- 
view's  properties  as  if  they  were  his 
own.  When  the  opportunity  came 
along  to  take  the  Bronfmans'  U.S. 
properties  off  their  hands  and  go  out 
on  his  own  in  1987,  he  jumped  at  it. 

Next  for  Prentiss:  an  acquisition 
campaign,  but  primarily  in  the  mar- 
kets he  already  knows.  Prentiss  has 
raised  $90  million  of  a  planned  $150 


million  to  $200  million  from  various 
investors  to  form  Prentiss  Properties 
Acquisition  Partners.  Its  goal:  to  ac- 
quire existing  but  underleased,  repos- 
sessed office  buildings  and  industrial 
parks.  Unlike  some  competitors,  he's 
not  looking  to  buy  any  of  the  Resolu- 
tion Trust  Corp.  properties:  "It's 
junk,"  he  says.  "Most  of  it  should 
have  never  been  built."  Godzilla  likes 
solid  meals;  no  junk  food  for  him.  ■ 


Imagine  a  Dow  Jones  index  based  on  ana- 
lysts' appraisals  rather  than  on  market 
prices.  Thafs  the  kind  of  index  real  estate 
portfolio  managers  use  to  keep  fees  high. 

Smoky  signals 


By  Howard  Rndiiitaky 


Tl  o  GAUGE  the  stock  market,  in- 
vestors watch  the  Dow  Jones 
industrial  average  or  the  Stan- 
dard &L  Poor's  500  index.  But  when  it 
comes  to  real  estate,  the  professionals 
watch  a  barometer  called  the  Russcll- 
NCREiF  Property  Index. 


But  lately  some  pension  funds  are 
coming  to  realize  the  Russell  index 
may  not  be  an  adequate  measure  of 
the  $IOO-billion-plus  they  have  in- 
vested in  real  estate.  Last  year,  for 
example,  the  index  provided  a  total 
retum  of  6%,  down  from  7.2%  the 
year  before.  That  was  news  to  a  lot  of 
real  estate  investors  whose  1989  expe- 
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Shoppinf^  nui/l  in  Minneapolis 

To  improve,  the  real  estate  index  needs  to  include  more  properties. 
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In  the  wrong  hands, 
it's  just  a  stick. 


No  one  ever  got  meaningful  results  by  just  pointing  and  waving. 
This  is  especially  true  in  the  area  of  workers'  compensation,  where 
costs  continue  to  spiral  out  of  control. 

With  our  new  Rx  Comp  program  we've  developed  an  approach 

that  squarely  confronts 
the  major  cause  of  the 
problem-ever-rising 
medical  costs. 

Rx  Comp  totally 
integrates  the  substantial 
benefits  of  our  claims 
management  programs 
with  our  dedicated 
provider  network  and 
proven  medical  cost 
containment  techniques. 
What's  more,  we're 
J  the  only  company  that 
can  provide  all  this  with 
-4  existing  resources. 

The  result-better  cost 
control  and  quality  care. 
Plus  the  added  advantages  of  faster  claims  processing  and  better 
management  of  all  components  in  the  program.  Early  results  using 
this  new  approach  indicate  savings  in  excess  of  20%. 

Write  Jack  Morrison,  CIGNA  Property  and  Casualty  companies,  Phila., 
PA  19192.  After  all,  plenty  of  companies  have  a  few  of  the  pieces,  but 
only  one  has  the  vision  to  orchestrate  aU  of  them. 


We  get  paid  for  results? 


CIGNA 


The  Best-Known 

Unknown  Company 

in  America. 


Communities. 


One  of  America's  leading 
developers  of  quality 
communities.  Communities 
that  support  a  wide  variet)- 
of  lifestyles  while  presenin;* 
the  environment. 


Industries. 


IVoviding  worid-class  technologies 

to  industries,  f^verythinj*  from  eleetrieal 
equipment  and  eleetronie  produets  to 
powerful  pnxiess  eontrol  systems  used  the 
world  over,  supported  by  one  of  the  world's 
larji^est  distribution  networks. 


Enerj*y. 


A  worid  leader  in  electrical 

energy.  From  innovative  solar 
photovoltaie  eells  to  modular 
nuelear  power  plants  and  hi^ly 
effieient  power  feneration  systems— 
we're  ereatinjj  new  energy  teeh- 
nologies  for  the  future. 


Rroadcastinj^. 

Our  audience  has  gnmii  to  (ncr 
100  million  people  even'  day  We're 

one  of  the  most  dynamie  and  diversified 
entertiiinment  eompanies  in  Ameriea,  with 
major  operations  in  tele\'isi<)n.  radio,  projinini 
produetion.  syndication,  sjitellite  connnnni 
cations,  and  e\'en  international  distribution. 


Electronics. 


The  world  leader  in  radar.  Our 

technology  is  behind  the  newest  generation 
of  air-traffic  control  systems,  as  well  as  the 
extremely  reliable  radar  in  advanced  fighter 
aircraft  and  ships. 
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Office  Systems. 


Leading  the  way  in  integrating 
people  and  technology.  With 

everything  from  innovative  ofpce  furni- 
ture systems  to  telecommunications, 
we're  helping  make  offices  more  pleasant, 
productive  places  to  work. 


JT"^ 


Environment. 


More  advanced  technologies  for  a  cleaner  world. 

We're  finding  more  effective  ways  to  identify  and  dispose  of 
hazardous  and  toxic  wastes.  We  even  turn  garbage  into  electricity. 


Financial  Services. 


America's  largest  finance  company  providing  capital 

exclusively  to  business.  We  specialize  in  ^10-MOO  million,  one-stop 
financing  here  and  abroad  for  acquisitions,  expansions  and  recapitalizations. 
Working  with  established  investor  groups  and  middle-market  companies 
across  a  broad  industry  spectrum,  we  customize  capital  for  business. 


With  a  name  as  well-known  as  Westinghouse,  people  think  they  know  all  about  us.  The  fact  is,  you'd 
be  amazed  at  what  we're  doing  at  Westinghouse.  UTiich  is  why  America's  best-known  unknown 
company  is  one  you  should  get  to  know  better.  For  more  information,  write  Westinghouse  Electric 
Corporation,  Westinghouse  Buildmg,  Department  10,  Pittsburgh,  PA  15222. 


Ybu  can  be  sure...if  it^Wtestinghouse 


Marvin  W.  Schwan2 


Texas  office  building 

How  steady  the  returns? 

rience  was  one  of  big  losses. 

The  index  makes  real  estate  look 
like  something  it  may  not  be:  a 
steady,  conservative  investment.  One 
problem  is  the  makeup  of  the  index.  It 
is  compiled  by  the  Tacoma  pension 
consulting  firm  Frank  Russell  Co.  for 
the  National  Council  of  Real  Estate 
Investment  Fiduciaries.  The  realty  in- 
dex return  consists  of  tw^o  compo- 
nents. One  is  income  (6.7%  last  year). 
The  other  component  is  the  proper- 
ties' value,  which  is  determined  more 
by  appraisals  than  by  actual  sales 
prices.  Last  year  the  value  component 
of  the  index  declined  by  a  mere 
0.7% — this  at  a  time  when  many 
properties  declined  by  10%  to  20%. 

This  use  of  appraisals  is  roughly 
equivalent  to  reporting  the  Dow  Jones 
industrials  results  on  the  basis  of 
what  analysts  think  the  stocks  are 
worth  rather  than  on  their  actual  sell- 
ing prices.  Stephen  Roulac  of  Deloitte 
&.  Touche's  Roulac  Group,  a  real  es- 
tate consultant,  helped  develop  the 
index  in  the  late  1970s,  and  he  keeps  a 
close  eye  on  it.  But  he  also  sees  its 
flaws:  "Propertv  appraisals  tend  to  be 
optimistic.  They  don't  adequately 
take  into  account  oversupply  and 
weak  occupancy  rates."  Roulac  adds 
that  the  appraisals  ignore  problems 
like  asbestos,  problems  a  real  buyer 


would  factor  into  the  pricing.  Another 
drawback  to  the  Russell  index  is  its 
relatively  small  base.  It  covers  1,186 
properties  valued  at  $16  billion,  less 
than  16%  of  the  properties  run  by 
pension  fund  real  estate  managers;  by 
contrast,  the  s&p  500  index  covers 
$2.4  trillion  in  stocks,  nearly  75%  of 
the  value  of  all  publicly  traded  stocks 
in  the  U.S. 

Nonetheless,  many  professional  in-' 
vestors  love  the  index.  Why?  It  helps 
them  to  look  good.  It  tracks  only  in- 
come-producing properties  that  are 
bought  for  all  cash,  and  it  attempts  to 
show  total  return  for  the  properties. 
Thus,  the  index  tends  to  show  fairly 
steady  returns,  averaging  7%  a  year 
over  the  past  five  years. 

"Many  managers  will  boast  in  their 
reports  and  literature  that  they  out- 
performed the  NCREiF  index'  6%  re- 
turn last  year  by  3%.  But  it  doesn't 
mean  very  much,"  says  Sol  Rabin,  a 
senior  partner  at  tcw  Realty  Advisors 
in  Los  Angeles.  "What  they  should 
have  achieved  is  a  risk-adjusted  re- 
turn over  the  rate  of  inflation  of  at 
least  6%.  Thus,  if  inflation  is  5%, 
then  they  should  have  a  goal  to  pro- 
duce at  least  an  11%  retum." 

Many  real  estate  portfolio  managers 


hate  hearing  talk  like  this,  because  it 
suggests  that  they  may  not  be  worth 
the  $900  million  or  so  in  aimual  man- 
agement fees  they  charge  (typically 
about  1%  of  assets  per  year).  These 
fees  generally  tend  to  be  based  on  the 
appraised  values  of  the  real  estate 
they  manage. 

Two  of  the  biggest  players  are  Equi- 
table Real  Estate  Investment  Manage- 
ment unit  and  Prudential  Insurance 
Co.'s  realty  arm.  They  have  been 
hired  to  manage  some  $20  billion  in 
real  estate  assets  for  outside  inves- 
tors, and  they  generated  combined 
management  fees  of  an  estimated 
$175  million  last  year. 

Lately,  however,  pension  fimds 
have  been  getting  tougher  and  negoti- 
ating lower  fees  with  a  wide  variety  of 
real  estate  managers. 

Keepers  of  the  index  are  trying  to 
address  some  of  the  criticism.  They 
are  developing  a  separate  index  that 
would  measure  the  performance  of  le- 
veraged properties.  They  are  also  try- 
ing to  get  information  from  more 
managers  in  order  to  broaden  the  asset 
base  behind  the  index. 

But  as  long  as  the  index  remains 
based  heavily  on  appraisals,  its  perfor- 
mance will  be  suspect.  ■ 


Red  Scott's  dream  came  true  when  he  took 
control  of  FiAqua  Industries  last  year.  The 
dream,  is  becoming  a  nightmare. 

What  have  you 
done  to  me,  J.B.? 


By  Ralph  King  Jr. 


Now  72,  J.B.  Fuqua  was  a  poor 
farmer's  son  who  created  a  $2 
billion  Atlanta  conglomerate. 
Fuqua  became  Charles  (Red)  Scott's 
role  model  as  the  redheaded  former 
stockbroker  from  Texas  built  his  own 
small  conglomerate  starting  in  1970. 
Scott  built  his  business  with  almost 
evangelical  zeal,  as  befits  a  man  who 
frequently  quotes  Norman  Vincent 
Peale  and  says  he  prays  while  he  jogs 
three   miles   each    morning   on    the 


beach  near  his  office  in  La  JoUa,  Calif. 

In  1989  Red  Scott's  dream  came 
true  when  he  stepped  into  his  men- 
tor's shoes.  One  of  Scott's  companies 
bought  J.B.'s  6.5%  stake  in  Fuqua  In- 
dustries. Last  July  J.B.  retired  and 
Scott  replaced  him  as  chairman.  That 
made  Scott,  now  62,  chairman  of 
three  publicly  held  and  interlocking 
companies  with  combined  sales  of 
nearly  $2  billion: 

The  first,  Fuqua  Industries  (1989 
sales,  $925  million),  makes  Snapper 
lawn  mowers  and  processes  photos  at 
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In  today's  financial  markets,  what 
you  don't  know  can  hurt  you. 

Which  is  why  you  should  know 
about  Dialog"  the  world's  most  com- 
prehensive online  information  service. 

With  news,  numbers  and  analysis 
from  sources  like  Dun  &  Bradstreet" 
Standard  &  Poo/'s*  and  Knight- Ridder 
MoneyCenter,*  Dialog  cuts  through 
the  clutter  to  give  you  just  the  facts 
you  need.  Anytime  you  need  them. 

And  now  we  want  to  give  you 
something  else. 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 


r 


YE$!  I  want  to  learn  how  to  make  my  own 
financial  history  using  Dialog: 

Name 


Company. 
Title 


Address. 
City 


DirUiOG 

Bringing  you  the  world's  knowledge. 


INFORMATION  SERVICES,  INC. 
A  Knighf-Ridder  Company  ISi 


State. 


-Zip. 


l_ 


Phone. 


.Ext. 


e  1990  Dialog  Information  Services.  Inc  DlALOC  is  a  servicemark  of  Dialog  Information  Services,  Inc.,  Registered  U.S.  Patent  and  Trademark  office.  Dun  &  Bradstreet,  Standard  &  Poor's,  and  KnightRidder  Money 
Ctnter  are  regislered  trademarks  of  Ihtir  respective  holders 


Roben  Burroughs 
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Charles  (Red)  Scott  on  the  beach  at  Lajolla 
Learning  that  leverage  cuts  both  ivaym. 


its  Qualex  unit. 

The  second,  Triton  Group  Ltd. 
(sales,  $223  million),  owns  National 
Airmotive,  a  company  that  services 
jet  airplane  engines,  as  well  as  the 
majority  of  Western  Sizzlin,  a  steak- 
house  chain,  and  Liquor  Bam,  a  Cali- 
fornia liquor  retailer. 

The  third,  Intermark  Inc.  (sales, 
$723  million),  has  big  stakes  in  Pier  1 
Imports,  the  successful  home  furnish- 
ings retailer,  and  Sunbelt  Nursery 
Group,  a  garden  nursery  chain,  among 
other  holdings. 

This  tangled  array  of  businesses  is 
controlled  by  Scott  through  a  bewil- 
dering and  highly  leveraged  maze  of 
holdings  and  cross-holdings.  Al- 
though he  owns  no  Fuqua  Industries 
stock  directly,  he  owns  a  26%  stake  in 
Intermark,  which  owns  52%  of  Tri- 
ton, which  owns  24%  of  Fuqua.  When 
all  is  said  and  done,  Scott  controls  his 
$1.9  billion  (assets)  conglomerate 
with  stock  worth  about  $10  million. 
This  highly  leveraged  control  enables 
Scott  to  pay  himself  over  $900,000  in 
salary  and  bonuses  and  to  command 
the  use  of  a  Hawker  700  corporate  jet. 
Not  without  reason  does  the  good- 
natured  Scott  call  himself  the  "lucki- 
est Irishman  who  ever  lived." 


His  luck,  however,  has  been  run- 
ning ragged  of  late.  Turns  out  that 
Scott  paid  far  too  much  for  his  stake 
in  Fuqua  Industries,  where  sales  have 
slowed  alarmingly.  Because  of  the 
awkward  ownership  and  capital  struc- 
tures of  Scott's  companies,  Fuqua's 
decline  drags  Triton  and  Intermark 
down  as  well.  Here's  why. 

Scott  has  plowed  $140  million  of 
Triton's  cash  into  buying  Fuqua  In- 
dustries stock.  J.B.  Fuqua's  stake  cost 
Triton  a  premium  $38  per  share;  the 
average  cost  for  all  the  Fuqua  Indus- 
tries stock  Triton  owns  is  $32.25  per 
share.  With  Fuqua  trading  recently  at 
2378,  that  block  is  worth  just  $104 
million.  Fuqua's  stock  is  weak  be- 
cause the  company's  earnings  have 
turned  weak.  Earnings  projections  for 
Fuqua  Industries  for  1990  are  less 
than  half  what  they  were  when  J.B. 
stepped  down  because  of  intensifying 
competition  in  both  the  photo-finish- 
ing and  lawn-mower  businesses.  Fu- 
qua's net  margins,  which  were  over 
8%  in  1988,  are  expected  to  drop  be- 
low 3%  this  year. 

If  this  were  not  bad  enough,  Inter- 
mark has  its  own  problems.  Inter- 
mark has  about  $16  million  in  annual 
interest  and  overhead  costs,  but  be- 


cause it  is  a  holding  company  its  only 
cash  flow  last  year  was  $2  million  in 
dividends,  mostly  from  its  ownership 
of  Pier  I. 

To  compensate  for  this  cash  flow  . 
shortage,  Scott  would  like  to  get  his 
hands  on  the  $40  million  in  cash  and 
securities  that  his  third  company,  Tri- 
ton, had  as  of  Jan.  31.  He  would  also 
dearly  love  to  be  able  to  use  Triton's 
operating  income  from  two  wholly 
owned  subsidiaries  totalling  $10  mil- 
lion in  fiscal  1990. 

To  achieve  this,  Scott  had  Inter- 
mark offer  about  $10  a  share  for  the 
48%  of  Triton  that  it  doesn't  already 
own.  In  cash?  Of  course  not.  Cash  is 
what  Scott  and  Intermark  don't  have. 
What  Scott  offered  was  a  swap  of  In- 
termark stock  for  Triton  stock  on  the 
basis  of  1.4  Intermark  shares  for  each 
Triton  share. 

But  Triton's  shareholders  may  re- 
ject the  proposal.  Why?  Because  Tri- 
ton's per-share  book  value,  even  ad- 
justed for  the  drop  in  Fuqua  Indus- 
tries' stock,  is  nearly  $16  per  share. 
Scott  has  stated  publicly  within  the 
last  year  that  Triton's  "intrinsic  val- 
ue" is  over  $25.  The  proposed  deal, 
which  should  go  to  a  shareholders' 
vote  in  a  month  or  so,  has  already 
triggered  five  shareholder  lawsuits. 

Recognizing  that  a  conflict  of  inter- 
est exists  between  the  rights  of  Inter- 
mark's  shareholders  and  Triton's, 
Scott  has  wisely  decided  not  to  vote 
Intermark's  shares  on  the  merger. 
Thus,  a  majority  of  Triton's  10,000- 
odd  minority  shareholders  will  deter- 
mine the  outcome. 

If  Scott  cannot  merge  Triton  into 
Intermark,  he  will  probably  be  forced 
to  sell  one  or  more  companies  in  In- 
termark's portfolio.  The  market  for 
some  of  these  businesses  is  not  nearly 
as  healthy  as  it  was  a  year  ago,  and 
Scott  might  be  forced  to  sell  some  of 
the  better  businesses  and  hold  on  to 
the  weaker  ones. 

Normally  voluble.  Red  Scott  is  cur- 
rently maintaining  a  low  profile,  ex- 
plaining that  Securities  &  Exchange 
Commission  "quiet  period"  rules 
won't  let  him  talk  about  his  proposed 
Intermark-Triton  deal  until  the  pro- 
spectus is  out,  which  should  be  any 
day  now.  "We  can't  tell  the  story," 
Scott  says.  He  does,  however,  com- 
plain that  Wall  Street  has  overreacted 
to  his  problems. 

Red  Scott  is  learning  what  he 
should  already  have  known:  that  le- 
verage cuts  both  ways.  It  works  fine 
when  earnings  arc  rising  and  your 
stock  is  strong.  But  when  earnings 
turn  down  and  your  stock  weakens, 
look  out.  It's  a  familiar  story  these 
days.  ■ 
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FOR  YOU 
WHETHER 

\OU  HAVE  OUR 

INSURANCE 

OR  NOT" 


Gerald  Maatman,  President 
Kemper  National  Insurance  Companies 


"I  know  it  may  sound  odd 
for  the  president  of  an  insurance 
company  to  say  that. 

But  Kemper  is  working 
hard  for  tougher  seat  belt  laws, 
safer  traffic  Speeds,  improved  high- 
way markers,  5  mph  bumpers  and 
stricter  legislation  against  drunk 
and  drugged  driving.  And  as 
co-leader  of  a  new  national  safety 


coalition  linkingthe  insurance 
industry  and  consumer  groups,  I 
have  a  personal  interest  in  seeing 
these  things  become  a  reality. 
So  while  IH  like  you  to 
have  a  Kemper  insurance  policy, 
and  we'd  do  a  good  job  taking 
care  of  you  if  you  did,  the  point  is 
this:  We'll  do  a  good  job  for  you 
even  if  you  don't." 


MAKING  INSURANCE 
WORK  FOR  EVERYONE 


iremPER 


InaTianai 
msuRance 
campanies 


en  theTiade 


In  the  Information  Age^  major  financial  firms  use  ADP  for 
their  back  office  processings  front  office  information^  and  proxy 
services. 

So  recently  when  Wall  Street  needed  even  more  data  services 
to  navigate  turbulent  markets— and  needed  them  to  be  secure— ADP 
sounded  the  alert. 

That's  when  they  called  NYNEX? 

And  NYNEX  set  up  a  customized  data  network  for  ADP's 
enormous  volume  of  record-keepings  securities  processing  and  on-line 
quotation  services.  Plus  a  system  that  lets  ADP  switch  to  their 
back-up  network  at  the  first  sign  of  stormy  weather. 

The  NYNEX  family  ot  companies  would  like  to  work  with 
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you  too.  We  offer  you  everything  from  computer  networks  to 
software^  to  telemarketing  systems^  to  the  services  of  New  Englanc 
Telephone  and  New  York  Telephone. 

Call  us  at  1 800  535-1535. 

We  can  help  your  company  achieve  a  true  S.O.S.: 
State  of  Security. 


Need  to  communicate?  Need  to  compute?  The  answer 


NYNE^ 


Vumbers  Game 


The  educational  lobby  demands  more  money  for  schools.  But  a 
study  of  the  nations  largest  public  school  system  reveals  that  less 
than  a  third  of  what  we  already  spend  ever  reaches  the  classroom. 


Parkinson's  Law  10 1 


By  Dana  Wechsler 


ANY  PEOPLE  STILL  think  the 
quality  crisis  in  U.S.  public 
education  can  be  dealt  with 
by  throwing  more  money  at  schools. 
A  lot  of  well-meaning  people  accept 
this  argument.  On  closer  examina- 
tion, it  just  doesn't  hold  up. 

The  spend-more-to-educate-better 
argument  received  yet  another  factual 
setback  with  the  release  of  a  recent 
study  analyzing  where  New  York 
City's  public  high  school  spending 
goes.  In  1988-89  less  than  a  third  of  it 
reached  the  classroom. 

The  study  was  the  brainchild  of 
Bruce  Cooper,  professor  at  Fordham 
University's  school  of  education,  and 


his  student,  Robert  Sarrel.  Sarrel  was 
then  budget  director  of  the  New  York 
City  Board  of  Education's  high  school 
division.  The  results  would  not  have 
surprised  C.  Northcote  Parkinson, 
whose  Parkinson's  Law,  promulgated 
in  the  Fifties,  says  that  work  expands 
to  fill  the  time  available  for  its  com- 
pletion and  that  administrators  make 
work  for  one  another. 

In  1987-88,  according  to  the  Depart- 
ment of  Education,  the  nation  spent 
$157  billion  on  public  elementary  and 
secondary  education,  of  which  62% 
was  spent  on  "instruction"  and  the 
rest  on  various  forms  of  support  and 
overhead — administrators,      mainte- 


nance crews,  librarians  and  the  like. 

Professor  Cooper  suspected  that  the 
situation  was  even  worse — and  his 
suspicions  were  confirmed. 

The  actual  work  on  the  study  was 
done  by  Sarrel  as  his  dissertation  for 
Fordham 's  doctoral  program.  Cooper 
was  Sarrel's  dissertation  adviser.  Sar- 
rel knew  his  way  around  the  New 
York  City  education  bureaucracy  and 
could  decipher  computer  printouts 
detailing  spending  on  everything  from 
pencils  to  pensions.  Here  was  the  per- 
fect person  to  cut  through  the  mass  of 
education  statistics  and  get  right  at 
the  facts. 

Sarrel's  dissertation  catalogued 
where  every  dollar  of  the  $1.4  billion 
spent  on  New  York  City  high  school 
students  went  in  1988-89.  That  in- 
volved reviewing  time  sheets  of 
16,000  Board  of  Education  employees 
to  see  which  employees  were  actually 
teaching.  Sarrel  allocated  their  sala- 
ries, hour  by  hour,   to  overhead  or 
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MARTHA  LIVES  BY  THE 

CREDO  That  The  Outcome 

OF  YOUR  DAY  MAY  INDEED 
HANG  BY  ATHREAD. 


Marina,  Seamstress 
Tlie  Pierre,  New  York- 


^Fbur 
Seasons 


Sne  knows  in  ner  neart  tnat  an  impeccaDle  appearance  can  be  one  or  your  strong  suits.  A 
entiment  snarea  Ly  tnose  sne  works  witn.  From  tne  valet  wno  launders  your  skirts  and  presses  your 
rousers,  to  tne  individual  wno  collects  your  snoes  eacn  nignt  and  returns  tnem  at  dawn,  polisned  y^^    ^^/(J'  ^  i 

o  perfection.  At  The  Pierre,  we  believe  tnat  you,  as  well  as  your  room,  snould  ne  Deautirully  appointed.       NEW  YORK 
Fifdi  Avenue  at  61  st  Street,  New  York,  N.Y.  1002 1  Pkone  (212)  838-8000  or  (800)  332-3442.        One  of  Thffjeadin^otcls ofthifWodd'^ 


HOME  STRETCH 


it  SAA  we  order  our  aircraft 
custom-tailored  not  to  suit  us, 
but  to  suit  our  passengers .  This 
gives  you  that  rare  commodity  in 
an  airliner...  room.  Unlimited  room 
in  our  famous  VIP  Blue  Diamond 
Class.  Room  to  work  in  Gold 
Class.  And  in  Silver  Class,  room 
to  cross  your  legs  in  civilized 
comfort. 

All  of  which  means  that  in 
the  long  run  you  can  stretch  out 
asif  at  home. 

And  that,  together  with  our 
incomparable  service  and  cui- 
sine, is  a  very  pleasant  v\/ay  to 
spend  your  flight . 

For  more  information, 
contact  your  travel  agent  or  call 
1  -800-722-9675.  In  New  York 
(212)826-0996 


SOUTH  AFRICAN  AIRWAYS 
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classroom  activities. 

Here's  what  he  found:  New  York 
City  spent  $6,107  per  high  school  stu- 
dent in  1988-89.  Overhead  (nonclass- 
room  services)  ate  up  $4,135  of  that, 
leaving  only  $1,972,  less  than  a  third, 
for  the  classroom. 

Let's  get  more  specific.  The  $6,107 
per  high  school  student  came  from 
city,  state  and  federal  funding,  and 
was  the  total  amount  that  the  New 
York  City  Board  of  Education  got  to 
spend.  (This  excludes  federal  funds  for 
special  education  programs.)  Much  of 
that  money  stayed  in  the  board's  own 
eight  buildings,  which  house  a  staff  of 
over  4,000  and  are  colloquially  re- 
ferred to  as  110  Livingston  Street,  the 
address  of  the  large  main  building  in 
Brooklyn. 

What  do  all  these  people  do?  Some 
departments  run  school  bus  programs 
and  assign  security  guards.  There  is  an 
office  of  public  affairs  (60  people)  and 
an  office  of  strategic  planning  (161 

**WhaVs  the  best  way  to 
spend  $6,OOOper  student?  Is 
itgivit^  it  to  the  guy  who 
says,  'rilseetoUthat$2,000 
of  it  goes  to  the  students?*  *' 

people).  All  in  all,  110  Livingston 
Street's  salaries  and  programs  ab- 
sorbed $2,969  per  student,  almost  half 
of  the  total  funding. 

After  the  central  bureaucracy  took 
its  cut.  New  York  City's  high  school 
division  got  $3,138  per  student.  This 
bureaucracy  is  fairly  frugal  compared 
with  the  central  board,  but  it  is  still 
bureaucracy.  It  spent  $133  per  student 
on  overhead  and  passed  the  remaining 
$3,005  per  student  on  to  the  schools. 

So  the  city  actually  did  spend  a  bit 
more  than  $3,000  per  pupil  on  actual 
teaching?  Oh,  no.  There  are  yet  more 
layers  of  bureaucracy.  Aside  from  cer- 
tain guidelines,  like  limits  on  class 
size,  each  high  school  principal  can 
spend  the  money  as  he  wishes — on 
classroom  or  nonclassroom  items. 
Classroom  items  include  the  salaries 
of  teachers  and  teachers'  aides  (for  the 
portion  of  their  time  spent  in  the 
classroom),  textbooks,  other  equip- 
ment and  supplies.  Nonclassroom 
items  include  the  salaries  of  the  sup- 
port staff  and  the  individual  school's 
own  bureaucracy. 

A  typical  New  York  City  high 
school  with  2,500  students  might 
have  an  administrative  staff  of  1  prin- 
cipal, 9  assistant  principals,  18  school 
aides  who  distribute  books  and  do 
clerical  jobs,  a  stock  handler,  a  group 
of  about  30  teachers  spending  part  of 
their  time  on  nonteaching  tasks  like 
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PREDICTING 

POTENTIAL 

ENERGY 

SAVINGS  AND 

GUARANTEEING 

RESULTS  IN 

WRITING. 


Johnson  Controls  implements 
new  energy  management 
strategies  for  35  Houston 
Public  Library  buildings  and 
guarantees  31%  cut  in  utility 
bills.  Library  pays  for  project 
from  savings  ($2.5  million 
over  five  years)  and  realizes 
net  positive  casti  flow 
each  yean 


Anyone  can  promise  to  save  you 
money.  Alliance  Energy  Services 
from  Johnson  Controls  can  tell  you 
how  much  and  guarantee  the 
results  in  writing. 

If  your  building  is  10  years  old  or 
more,  your  savings  could  be  signifi- 
cant. That's  because  your  aging 
energy-consuming  environmental 
systems  —  lighting,  heating,  venti- 
lating and  cooling  —  are  probably 
losing  their  efficiency  and  costing 
you  more  to  maintain. 

The  increased  efficiency  of  new 
state-of-the-art  systems  from 
Johnson  Controls  can  slash  your 
costs  dramatically. 

The  short  paybacks  and  excellent 
rates  of  return  on  these  projects  are 
often  attractive  enough  to  compete 
favorably  with  your  other  capital 
budgeting  projects. 


If  internal  funds  are  not  available, 
our  Alliance-Energy  Services  can 
provide  financing  tailored  to  your 
needs.  Johnson  Controls  offers  the 
widest  variety  of  lease/purchase 
agreements,  payment  options  and 
guarantees  of  anyone  in  the  business. 

Call  Johnson  Controls  today  at 
1-800-972-8040.  In  Wisconsin,  call 
1-800-472-6533,  or  write,  Johnson 
Controls,  Systems  and  Services 
Division,  C19,  Milwaukee,  Wl 
53201-0423.  You  may  find  you  can 
save  more  than  you  expected. 
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Where  education  dollars  go 


More  than  two-thirds  of  New  York  City's  spending  to  educate 
public  high  school  students  was  eaten  up  by  bureaucrats'  salaries 
and  other  nonclassroom  expenses,  according  to  one  study.  Is  this 
division  of  the  pie  typical? 


New  York  City  Board  of  Education  spending  per  student  $6,107 


Allocation  to  high  school  division 


Allocation  to  school 


$3,138 

51.4%  of  total 


$3,005 

49.2% 


Classroom  services 


Overhead 


J 


$1,972 

32.3% 


curriculum  planning  or  academic 
counseling,  and  8  to  10  secretaries. 
On  average,  New  York  City's  high 
schools  spent  $1,033  per  student  on 
nonclassroom  expenses. 

That  left  $1,972  per  high  school  stu- 
dent for  classroom  expenses.  In  short, 
more  than  two-thirds  of  the  educa- 
tional spending  never  reached  the 
classroom. 

"The  findings  are  absolutely  stag- 
gering," says  Chester  Finn,  former  as- 
sistant secretary  of  education  under 
Reagan.  "I  wonder  how  many  other 
school  systems  this  applies  to." 

Many  others,  most  likely. 
Teachers'  salaries  in  public  schools 
nationwide  rose  a  modest  24%  during 
the  1980s — much  below  inflation- 
while  overhead  spending  rose  1 10% — 
much  above  inflation.  The  more  the 
nation  spent  on  education,  the  more 
bloated  the  educational  bureaucracy 
became  and  the  less  proportionately 
reached  the  classroom. 

As  a  percent  of  operating  budgets, 
teacher  salaries  have  been  declining 
for  decades.  Teachers  were  70%  of  all 
adults  in  the  school  system  in  1949- 
50,  but  by  latest  count  they  were 
down  to  53%. 

Not  all  the  blame  attaches  to  bu- 
reaucratic bloat.  Schools  operate 
within  a  society,  and  the  problems  of 
society  have  influenced  the  mix  of 
educational  spending.  The  overhead 
portion  of  New  York  City's  spending 
includes  salaries  for  bus  drivers  and 
security  guards.  A  few  decades  ago 
schools  did  not  need  security  guards, 
and  kids  could  safely  and  fairly  easily 


walk  to  school. 

But  one  cannot  minimize  the  im- 
pact of  Parkinson's  Law  on  education- 
al spending.  Compare  the  New  York 
City  public  high  schools  with  paro- 
chial schools.  For  example,  the  Arch- 
diocese of  New  York's  Catholic 
schools  had  111,000  students  last 
year,  nearly  one-ninth'  as  many  as  the 
public  schools.  The  entire  staff  of  the 
parochial  schools'  central  board:  33 
people. 

In  1988-89  Catholic  high  schools 
nationwide  spent  an  average  of  $3,000 
per  student,  less  than  half  as  much  as 
New  York  City's  public  high  schools. 
But,  according  to  Thomas  Vitullo- 
Martin,  a  New  York-based  education 
policy  consultant,  they  spent  at  least 
50%  of  that  in  the  classroom. 

Most  honest  observers  would  con- 
cede that  despite  the  leaner  budgets, 
the  parochial  schools  as  a  group  do  a 
better  job  of  educating  people  than  the 
public  schools  do. 

"Their  very  poverty  forces  them  to 
focus  on  fundamentals,"  explains  Vi- 
tullo-Martin,  speaking  about  Catholic 
schools.  Catholic-school  students 
score  higher  than  public  school  stu- 
dents in  reading,  science  and  math. 

The  comparison  makes  public 
school  administrators  bristle.  "They 
have  advantages  over  us,"  objects 
Patricia  Black,  superintendent  for 
high  schools  for  New  York  City's 
borough  of  Manhattan.  "Wc  say,  give 
me  your  tired,  your  poor.  They  reject 
the  behavior  problems  and  send 
them  to  the  public  schools.  When  1 
was  a  principal  in  the  South  Bronx, 


every  year  I  got  their  lovely  rejects, 
like  pregnant  girls." 

Pregnant  girls  and  incorrigibles  cer- 
tainly do  burden  the  public  school 
systems,  but  to  write  off  the  differ- 
ences in  Catholic  and  public  school 
spending  so  easily  would  be  to  miss 
out  on  some  important  lessons.  The 
Catholic  schools  also  get  by  with  less 
overhead  spending  because  funding 
and  decision  making  take  place  at  the 
school  level.  Rather  than  from  a  cen- 
tral office,  most  of  the  money  comes 
from  tuition  and  fund  raising  by  indi- 
vidual schools.  Performance  stan- 
dards are  set  by  shared  values,  not  top- 
down  controls.  If  the  schools  don't 
perform  well,  the  market  sees  to  it 
that  they  fail. 

Say  a  high  school  wants  to  hire  an 
extra  security  guard.  At  a  Catholic 
school,  the  principal  simply  hires  one. 
At  a  public  school,  it's  much  more 
complicated. 

Here's  how  it  might  work:  The 
principal  fills  out  a  request  form,  and 
the  superintendent  of  high  schools  for 
the  region  approves  it.  The  form  is 
sent  to  the  central  Board  of  Education, 
where  a  budget  officer  verifies  that 
funds  are  available  and  passes  the  re- 
quest on  to  the  director  of  school  safe- 
ty and  security.  Someone  in  the  high 
school  division  transfers  the  money 
to  school  safety  and  security,  which 
then  assigns  the  guard  to  the  school 
and  pays  him.  Phew. 

Some  public  school  administrators, 
including  New  York  City  Public 
Schools  Chancellor  Joseph  Fernandez, 
are  trying  to  pare  down  the  central 
bureaucracy.  In  London,  in  part  be- 
cause of  the  same  problem  of  bloat, 
the  entire  central  board  of  education 
was  closed  down  in  April,  shifting 
jobs  to  the  district  offices,  which  have 
begun  reducing  the  bureaucracy.  In 
Chicago,  where  the  number  of  bureau- 
crats per  student  had  grown  steadily 
throughout  the  1980s,  a  major  experi- 
ment was  launched  last  year,  shifting 
some  control  of  the  schools  from  the 
central  board  to  local  school  councils. 
Over  $40  million  was  cut  from  the 
central  board's  budget. 

But  these  arc  halfway  measures.  In 
an  era  when  socialism  is  being  reject- 
ed almost  everywhere,  it  is  ironic  that 
the  U.S.  government  continues  to 
pour  the  bulk  of  its  $157  billion  a  year 
of  elementary  and  secondary  school 
education  spending  into  a  rigid,  state- 
run,  essentially  socialistic  structure. 
Education  consultant  Vitullo-Martin 
asks:  "What's  the  best  way  to  spend 
$6,000  per  student?  Is  it  giving  it  to 
the  guy  who  says,  'Hey,  give  it  to  mc 
and  I'll  sec  to  it  that  $2,000  of  it  goes 
to  the  students?'  "  Clearly  not.  ■ 
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GUDETOTHE 
VUORUrS  MOST 


Millions  oT people  read  Newark 
Stock  Exchange  tables  in  the 
business  sections  of  newspapers 
and  see  images  of  the  trading 
floor  each  night  on  the  news.  But 
how  many  really  understand  what 
the  NYSE  market  is  all  about? 


What  Is  the  NYSE  Market? 

The  NYSE  market  is  made  up 
of  a  broad  spectrum  of  participants, 
including  listed  companies,  individual 
investors,  institutional  investors, 
securities  firms  and  dealers  with 
assigned  responsibility. 

The  interaction  of  these  diverse 
participants,  working  together  using 
the  most  sophisticated  technology 
and  communications  systems,  creates 
the  NYSE,  which  sets  the  standard 
for  securities  markets  worldwide. 

To  understand  the  NYSE  mar- 
ket and  how  it  works,  it  is  necessary 
to  know  who  the  participants  are  and 
what  role  they  play 

Listed  Companies 

More  than  1700  companies 
from  around  the  world  list  their 
shares  on  the  New  York  Stock 
Exchange. 

Listing  their  shares  for  sale  to 
the  public  makes  it  possible  for  these 
companies  to  raise  capital  for  a 
wide  variety  of  productive 
purposes,  including  research 
and  development,  expansion 
and  the  creation  of  jobs  and 
new  products. 

Listed  companies  are 
the  essence  of  the  NYSE. 
Without  them,  there  would 
be  no  shares  and  no 
shareholders. 

The  shares  of  listed 
companies  are  the  vehicles 
which  allow  all  investors,  both  large 
and  small,  to  invest  in  the  nation's 
future,  and  participate  in  the  growth 
and  vitality  of  the  economy 

Additionally,  since  the  shares 
of  many  foreign  companies  are 
traded  on  the  NYSE,  investors  also 
have  the  opportunity  to  share  m 


economic  growth  worldwide. 

An  NYSE  listing  provides  a 
company  with  the  highest  visibility 
and  the  greatest  access  to  investors. 

Individual  Investors 

In  ilo  other  country  does  the 
general  public  involve  itself  so  exten- 
sively and  so  directly  in  the  ownership 
of  business.  About  47  million  Amer- 
icans directly  own  stocks  or  shares  in 
stock  mutual  funds. 

Individual  investors  are  very 
important  to  the  NYSE,  and  the 
Exchange  has  taken  a  number  of  initi- 
atives to  support  their  participation. 
One  of  these  is  the  Individual  Investor 
Express  Delivery  Service  (IIEDS), 
which  ensures  that  individuals  receive 
preferential  status  in  the  NYSE 
market  at  all  times. 


The  NYSE  market  bnngs  together  a  enrnbi  nation  of 
participants  as  diverse  as  America  itself. 


This  system  is  probably  best 
compared  to  a  highway  express  lane 
coming  into  a  city  during  rush-hour 
traffic.  Whenever  the  market  is  open, 
IIEDS  is  working  for  all  individual 
investors. 


It  speeds  individual 
investors'  orders  to  execu- 
tion and  guarantees  that 
they  are  moved  to  the 
front  of  the  line,  ahead  of 
institutional  orders — even 
program  trading. 

Individuals  have  two 
ways  of  participating  in 
the  NYSE  market.  The 
most  obvious  is  to 
invest  in  the  stock  of 
individual  companies. 
They  also  participate 
indirectly  through  pen- 
sion, mutual  and  other 
types  of  funds  which  make 
investments  on  their  behalf 

Investing  in  NYSE-listed  com- 
panies means  owning  shares  in  the 
best  of  the  business 
world.  Investors  can 
choose  from  a  range 
of  small,  medium 
and  large  enter- 
prises with  proven 
track  records. 

Over  the 
long  term,  in- 
vestnients  in 
these  secur- 
ities have  out- 
performed 
other  major 
investment  vehi- 
cles. From  1978 
to  1988,  the  com- 
pound rate  of 
return  on  equities  in 
Standard  and  Poor's  500  was  16.2%. 


Institutional  Investors 

Institutional  investors  manage 
the  combined  assets  of  many  inves- 
tors, both  large  and  small. 

These  institutions  can  range 
from  pension  funds  to  investment 


companies,  from  banks  to 
universities. 

More  than  10,000 
institutions  with  $3  tril- 
lion in  securities  under 
management  have  ac- 
cess to  and  use  the 
NYSE  market. 

Institutions,  like 
individuals,  pursue  a 
variety  of  investment 
goals.  While  some 
manage  portfolios 
based  on  the  funda- 

The  NYSE  employs  the  world's  mental  ValueS  of  StOCks , 

most  advanced  trading  technology       otherS  Seek  tO  match  Overall 
and  has  developed  state-of-the-  i     ,  i.    i.i  i_ 

art  surveillance  systems.        market  movements  through 
various  indexing  techniques. 
Both  are  major  users  of  the  NYSE 
market;  they  play  two  critical  roles: 

First,  they  provide  the  individ- 
uals they  represent  with  expertise 
and  judgment.  And  second,  through 
the  sheer  size  of  their  investment  re- 
sources, institutional  investors  — 
along  with  individual  investors — add 
tremendous  liquidity  to  the  NYSE 
market. 

Liquidity,  one  of  the  most  im- 
portant characteristics  of  a  good  mar- 
ket, is  the  ease  with  which  securities 
can  be  bought  and  sold  under  normal 
circumstances  without  wide  price 
fluctuations.  Institutional  investors, 
along  with  individuals,  who  invest 
through  brokerage  companies,  help  to 
make  the  NYSE  the  world's  most 
liquid  market. 

NYSE  Member  Firms 

Member  firms,  also  known  as 
securities  firms  or  brokerage  com- 
panies, represent  customers'  orders 
to  buy  and  sell  securities.  They  also 
trade  on  behalf  of  their  own  accounts. 

As  both  investors  and  represen- 
tatives of  investors,  these  firms  are 


extremely  important  to  the  func- 
tioning of  the  NYSE  market. 

Member  firms  are  repre- 
sented on  the  NYSE  trad- 
ing floor  by  both  their 
own  brokers  and  by  in- 
dependent brokers, 
who  contract 
their  services  to 
a  number  of  i 

firms.  These  trad- 
ing floor  profes- 
sionals work  within 
the  NYSE  market  to 
get  the  best  possible 
price  for  their  customers. 

Orders  from  brokerage  offices 
all  over  the  world  are  transmitted 
instantaneously  to  the  NYSE  market 
through  the  use  of  state-of-the-art 
technology. 

When  investors  buy  or  sell 
shares  of  a  listed  company,  they  con- 
tact a  retail  broker  (also  Imown  as  a 
registered  representative  or  account 
executive)  who  is  an  employee  of  the 
member  firm. 

The  registered  representative 
can  handle  the  customer's  order  in 
two  ways: 

In  some  cases,  the  account 
executive  notifies  a  broker  on  the 
NYSE  trading  floor,  who  executes  the 
trade  on  behalf  of  the  customer.  Infor- 
mation about  this  transaction  is  then 
made  available— as  it  happens— to 
investors  worldwide. 

And  the  trade  is  confirmed  in 
seconds. 

Customer  orders  can  also  be 
executed  and  processed  electronically 
through  SuperDot,  a  computerized 
order-routing  and  reporting  system 
that  completes  the  trading  loop  within 
seconds.  This  includes  transmission 
of  an  order  to  the  NYSE  for  execution 
and  communication  to  the  participants 


Fiber  optics  produce  instantaneous  data  and  voice 
tratismission  in  the  NYSE  market. 


that  the  trade  has  been  completed. 

Member  firms  also  perform 
several  other  functions  in  the 
,^        NYSE  market: 

They  trade  large 
block  orders  for  cus- 
tomers. They  risk 
their  own  capital  in 
order  to  complete 
customers'  transac- 
tions. They  also  en- 
gage in  a  trading 
technique  known  as 
arbitrage.  This  is  the 
simultaneous  buying  and 
selling  of  similar  products 
in  different  markets. 
And  finally,  member  firms 
trade  on  behalf  of  their  own  accounts. 
All  of  these  activities  contribute  to 
liquidity 

In  performing  their  respective 
roles,  all  of  the  market  professionals, 
both  on  and  off  the  trading  floor,  work 
in  conjunction  with  NYSE  dealers 
with  assigned  responsibility  to  main- 
tain a  fair  and  orderly  market. 

Specialists— The  Assigned  Dealers 

NYSE-assigned  dealers,  also 
known  as  specialists,  perform  a  role 
that  could  be  compared  to  that  of  an 
air  traffic  controller  They  are  re- 
quired to  maintain  a  fair  and  orderly 
market  in  the  securities  assigned  to 
them. 

They  are  participants  in  a  cus- 
tomer-driven system  as  opposed  to  a 
dealer-driven  system.  The  NYSE  is 
often  called  an  agency  auction  mar- 
ket; it  is  an  auction  with  the  public  rep- 
resented by  agents  in  the  market- 
place. Thus,  the  interaction  of  buyers 
and  sellers  determines  the  price  of  an 
NYSE-listed  stock.  In  contrast,  in  the 
over-the-counter  market,  the  price  is 
determined  by  a  dealer  who  comes 


between  buyer  and  seller  on  every 
trade. 

Assigned  dealers  perform  four 
critical  functions:  First,  they  provide  a 
conduit  of  information — electronically 
quoting  and  recording  current  bid  and 
asked  prices  for  the  stocks  assigned  to 
them. 

This  enables  current  price  infor- 
mation to  be  transmitted  worldwide, 
keeping  all  market  participants  in- 
formed of  the  total  supply  and 
demand  for  any  particular  NYSE- 
listed  stock. 

Second,  assigned  deal 
ers  act  as  agents,  executing 
orders  entrusted  to  them 
by  a  trading  floor  broker, 
to  be  executed  if  and 
when  a  stock 
reaches  a  price 
specified  by 
a  customer. 


member  firms  interacting  directly 
with  each  other 

And  fourth,  they  act  as 
catalysts,  bringing  buyers  and  sellers 
together,  insuring  that  all  offers  to  buy 
are  matched  with  all  offers  to  sell. 

Specialists,  along  with  member 
firm  trading  desks,  are  the  dealers 

participating  in  the  customer- 
driven  NYSE  market. 

The  Best  Regulated 
Market  in  the  World 

Actions  of  all  mar- 
#^  ket  participants  are  under 


Seconds  after  a  trade  has  taken  place 

at  the  NYSE,  price  and  volume 

information  is  transmitted  to 

investors  worldwide. 

Third,  on  those 
occasional  instances  when 
there  is  a  temporary  shortage 
of  either  buyers  or  sellers, 
NYSE-assigned  dealers  will  buy 
or  sell  for  their  own  accounts, 
against  the  trend  of  the  market.  They 
are  not,  however,  required  to  fund  all 
the  liquidity  for  the  market  at  any 
time. 

These  transactions  represent  a 
very  small  portion  of  trading.  The 
vast  majority  of  NYSE  volume  is  a  re- 
sult of  public  order  meeting  public 
order— individuals,  institutions  and 


continuous  surveillance  dur- 
ing the  trading  day.  In  addition, 
the  NYSE  reviews  the  success  of 
assigned  dealers  in  maintaining  a  fair 
and  orderly  market  in  the  securities 
assigned  to  them.  This  close  super- 
vision is  just  one  more  way  in  which 
the  NYSE  works  to  maintain  the 
world's  fairest,  most  open  and  order- 
ly market  for  the  benefit  of  all 
participants. 

The  NYSE  market  is  governed 
by  a  firm  set  of  rules  and  regulations, 
approved  by  the  Securities  and 
Exchange  Commission,  to  make  the 
market  fair  and  open  for  all  investors. 
The  NYSE  fulfills  this  responsibility 
with  the  support  of  space  age 
surveillance  technology. 

The  NYSE's  efforts  are  part  of 
a  continuum  of  regulation  that  in- 
cludes member  firms,  exchanges 
throughout  the  nation,  and  tne  Secur- 
ities and  Exchange  Commission. 

Together  these  organizations 
share  responsibility  for  enforcing  fed- 
eral statutes,  rules  and  regulations. 

Each  of  the  different  compo- 
nents has  its  own  area  of  responsi- 
bility and  all  are  accountable  to 
Congress. 

This  effort  has  resulted  in 


significant  enforcement  actions,  and 
today  anyone  who  violates  securities 
laws  runs  an  extremely  high  risk  of 
being  caught  and  prosecuted.  While 
no  system  is  perfect,  the  NYSE 
provides  the  most  meaningful  market 
regulation  in  the  world. 

All  Together,  the  World's  Best  Market 

Interaction  between  diverse 
market  participants  provides 
strength,  stability  and  fairness.  No 
one  group  alone  can  provide  the  level 
of  liquidity  in  the  market  provided  by 
all.  Together,  they  make  the  NYSE  the 
most  liquid,  fairest  and  most  open 
market,  with  the  broadest  access  to 
the  greatest  number  of  investors. 

Why  is  All  of  This  Important 
to  All  of  Us? 

The  NYSE  market  contributes 
to  the  capital-raising  and  capital- 
allocating  process  that  is  the  strength 
and  hallmark  of  the  U.S.  economy  It 
encourages  savings  and  investment 
and  offers  investors  the  opportunity  to 
share  in  the  growth  of  the  finest 
companies  in  America  and  abroad. 

Additionally,  by  encouraging 


The  New  York  Stock  Exchange  sets  the  standard  for  the  world 

in  the  listing  and  trading 
ofsecurities. 


the  injection  of  savings  into  the 
market,  the  NYSE  helps  individuals 
invest  for  their  future,  the  future  of 
their  families  and  the  nation. 

The  NYSE  market  encourages 
the  creation  and  development  of  new 
ideas,  new  products  and  new  services 
that  build  successful  enterprises  and 
create  jobs. 

By  encouraging  capital  raising 
among  corporations  and  investment 
by  a  broad  range  of  participants,  the 
NYSE  market  helps  improve  the 
standard  of  living  in  the  communities 
in  which  we  live.  And  the  result  is  a 
better  quality  of  life  for  all  of  us. 


For  the  best  possible  price,  ask  your  broker  to  trade  NYSE -listed  stocks  only  on  the  NYSE. 


<  1990  New  York  Stock  Exchange,  Inc 


While  Wisconsin  s  politicians  work  to  ban 
hostile  takeovers,  the  state's  big  public  em- 
ployee pension  fund  has  made  good  mon- 
ey from  the  takeover  game. 

One  hand  dirties 
the  other 


By  marcia  Berss 


It's  proxy  season,  and  just  as  it 
has  done  for  the  last  three  proxy 
seasons,  Wisconsin's  $21  billion 
(assets)  state  employees  pension  fund 
has  been  aggressively  campaigning  for 
shareholder  rights.  The  fund's  offi- 
cials introduced  annual  meeting  reso- 
lutions challenging  anti- 
takeover poison  pills 
adopted  by  corporate 
boards  without  stock- 
holder approval,  and  this 
year,  for  the  first  time,  it 
won.  Over  the  angry  ob- 
jections of  company  man- 
agements, shareholders  at 
retailer  K  mart  Corp.  and 
papermaker  Champion 
International  Corp.  last 
month  approved  resolu- 
tions sponsored  by  the 
Wisconsin  fund  calling  for 
a  shareholders'  vote  on 
any  poison  pill. 

Oddly,  Wisconsin's  leg- 
islators and  its  governor. 
Tommy  Thompson,  are 
charting  a  diametrically 
different  course.  While  the 
Wisconsin  Investment 
Board,  the.  state  agency 
that  manages  the  pension 
fund,  fights  for  a  share- 
holders' voice  in  hostile 
takeovers,  the  state's  politicians  have 
been  muzzling  that  voice.  For  example, 
Wisconsin's  tough  antitakeover  law, 
like  that  recently  installed  in  Pennsyl- 
vania (see  following  story),  virtually 
bans  hostile  takeovers  of  any  company 
headquartered  in  the  state. 

Savor  the  irony.  The  Wisconsin  In- 
vestment Board  is  one  of  the  top  five 
pension  fund  investors  in  leveraged 
buyouts.  The  bulk  of  its  lbo  money 


&.  Co.  deals,  including  the  rjr  Na- 
bisco takeover.  And  it  made  nice  re- 
turns when  financier  Ronald  Perel- 
man  bought  sporting  goods  maker 
Coleman  Co.  last  year,  topping  a 
Coleman  family  bid. 

For  astutely  playing  these  and 
many  other  deals — some  friendly, 
others   not — the    Wisconsin    Invest- 


has  been  in  Kohlberg  Kravis  Roberts 


ment  Board's  ten-year  average  annual 
total  rate  of  return  on  stocks  is  1 7.8% . 
The  s&p  500  in  the  same  period  re- 
turned 16.9%.  The  fund's  returns 
have  been  so  good,  in  fact,  that  last 
year  the  legislature  passed  a  law  per- 
mitting early  retirement  for  state  em- 
ployees, at  age  55  (with  30  years'  ser- 
vice), instead  of  at  age  62,  as  in  most 
other  states.  A  strong  performance  by 
the  pension  fund,  of  course,  means 
lower  taxpayer  costs,  smaller  contri- 


butions   by    employees    and    better 
benefits  for  retirees. 

The  Investment  Board  insists  it  has 
become  an  activist  out  of  fiduciary 
necessity.  Pension  funds  usually  hire 
outside  money  managers  to  mvest 
their  funds  and  vote  their  proxies.  Al- 
ternatively, many  public  funds  invest 
passively,  by  buying  securities  in- 
dexed, say,  to  the  s&p  500. 

The  Wisconsin  fund,  by  contrast, 
actively  manages  its  own  money.  And 
it  reserves  the  right  to  influence  man- 
agement in  whatever  way  is  necessary 
to  protect  its  investments.  Simply 
selling  stock  can  be  dangerous;  the 
fund's  positions  tend  to  be  large,  and 
selling  would  drive  down  the  price. 

"We  want  to  be  well  diversified.  If 
we're  critical  of  management,  we 
can't  sell  our  holdings  because  we'd 
constrain  ourselves.  Our  best  interest 
is  not  to  divest,"  says  Patricia  Lipton, 
executive  director  of  the  Investment 
Board.  She  adds:  "We're  not  making  a 
statement  against  poison  pills.  We're 
just  trying  to  get  an  even  playing  field 
for  shareholders." 

The  Investment  Board  began  active- 
ly supporting  shareholders'  rights  ini- 
tiatives in  1986.  A  year 
later  it  took  a  blow  in  its 
own  backyard  when  the 
state  legislature  passed 
the  antitakeover  law, 
which  requires  that  any 
buyer  of  a  Wisconsin  firm 
must  have  approval  of  the 
target's  board;  if  not,  the 
businesses  can't  be 
merged  for  three  years.  A 
federal  appeals  court  con- 
demned the  statute  as  bad 
public  policy  and  bad  for 
shareholders,  but  upheld 
the  law  on  constitutional 
grounds  last  year. 

Wisconsin's  commis- 
sioner of  securities,  Wal- 
ter White,  is  a  state  em- 
ployee who  benefits  from 
the  state  pension  fund's 
investment  success.  But 
White  defends  the  legisla- 
tors' efforts  ,o  protect  the 
state's  publicly  traded 
companies  from  the  laws 
of  the  marketplace.  In  the  heat  of  a 
hostile  deal,  says  White  condescend- 
ingly, "Individual  shareholders  don't 
have  the  ability  to  make  decisions." 

Ken  Opin,  a  lobbyist  for  the  Wis- 
consin Federation  of  Teachers,  whose 
members  are  covered  by  the  pension 
fund,  understands  Wisconsin's  anti- 
takeover law  affects  all  shareholders, 
big  and  small.  Says  Opin  of  the  Invest- 
ment Board's  shareholder  activism: 
"More  power  to  'em!"  ■ 
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Fischer  &  Porter  Co.  'sjay  Tolson  says  that 
he  doesn't  need  Pennsylvania s  new  anti- 
takeover law  to  protect  him  from  hostile 
bids.  But  why  take  any  chances? 

Damn  the 

shareholders, 

full  speed  astern 


By  Jas<m  Zweig 


P^  ennsylvania's  new  anti- 
^  takeover  law  (Forbes,  May  14) 
drew  first  blood  late  last  month: 
Canada's  Belzberg  brothers  bailed  out 
of  their  12%  stake  in  Armstrong 
World  Industries,  at  a  loss  of  at  least 
$16  million. 

No  one  should  (or  will)  weep  for 
greenmailers  like  the  Belzbergs.  But 
what  of  shareholders  trapped  inside 
poorly  performing  companies  lorded 
over  by  entrenched  managements?  A 
little-noticed  squabble  at  another 
Pennsylvania  company,  Fischer  & 
Porter  Co.,  suggests  that  the  Keystone 
State's  new  antitakeover  law  will 
worsen  the  plight  of  such 
shareholders  and  may  lure  the 
wrong  kinds  of  companies  to 
Permsylvania. 

Based  in  Warminster,  near 
Philadelphia,  Fischer  &  Porter 
makes  process-control  instru- 
ments, which  regulate  and  re- 
cord the  flow  of  industrial  liq- 
uids. Over  the  last  decade,  the 
company's  results  have  been 
unimpressive — even  by  the 
sluggish  standards  of  its  own 
industry.  Fischer  &  Porter's 
sales  have  grown  just  2%  a 
year  in  the  1980s;  return  on 
equity  has  never  exceeded  8% . 
After  losing  $4  million  in 
1988,  the  company  earned 
$3.5  million  last  year,  on  sales 
of  $225  million.  But  m  1990's 
first  quarter,  it  lost  $2  million. 
Two  years  ago  Oppenheimer 
&.  Co.  put  Fischer  &.  Porter's 
liquidation  value  at  nearly  $18 
a  share.  Assuming  that  value 
still  holds,  the  company  today 
is  worth  34%  more  dead  than 
alive. 

Fischer   &   Porter's  biggest 


stockholder  is  its  chief  executive.  Jay 
Tolson.  A  lawyer,  Tolson,  55,  has  run 
the  company  since  1971  and  controls 
more  than  half  the  voting  shares 
through  his  ownership  of  all  538,000 
shares  of  Class  B  stock,  inherited  from 
his  father-in-law,  company  founder 
Kermit  Fischer. 

Tolson  can  move  quickly  when  he 
wants  to.  Less  than  three  years  after 
moving  Fischer  &.  Porter's  charter 
from  Pennsylvania  to  Delaware,  he  is 
reincorporating  in  Pennsylvania. 

At  Fischer  &  Porter's  annual  meet- 
ing late  last  month,  shareholders  ap- 
proved the  reincorporation  proposal 
by  a  vote  of  84%  to  16%.  But  if  you 
factor  out  Tolson's  votes,  you'll  see 


that  more  than  a  third  of  the  compa- 
ny's shareholders  voted  against  the 
move  back  to  Pennsylvania. 

That's  a  high  percentage  of  share- 
holders to  vote  against  management. 
Why  were  so  many  opposed?  One 
large  holder,  who  asked  not  to  be 
identified,  says  they  fear  Tolson  is 
seeking  to  shelter  Fischer  &  Porter's 
feeble  performance  behind  Pennsyl- 
vania's new  antitakeover  amend- 
ments. Tolson  firmly  denies  this  was 
his  motive.  He  says  he  simply  wanted 
the  company  to  benefit  from  Pennsyl- 
vania's adoption  in  1988  of  more  mod- 
ern laws  on  such  matters  as  dividends 
and  capital  structure.  Besides,  he  says, 
he  hardly  needs  any  more  protection 
against  a  hostile  takeover  than  his 
majority  voting  interest. 

"My  money  is  where  my  mouth  is," 
he  says.  "At  this  point  I  wouldn't  sell 
my  shares  for  any  price." 

If  Tolson  feels  so  secure,  one  might 
expect  him  to  follow  the  principled 
stand  of  such  Pennsylvania  compa- 
nies as  Westinghouse,  which  explicit- 
ly opted  out  of  the  antitakeover  mea- 
sure, as  the  law  allows.  Will  Fischer  & 
Porter  follow  suit?  "No,"  says  Tolson. 
"We're  staying  in  it." 

And  Tolson  predicts  a  turnaround. 
Sales  of  Fischer  &  Porter's  new  modu- 
lar controller — an  electronic  device 
that  governs  industrial  valves — are 
strong,  and  its  factory  in  West  Germa- 
ny has  a  $13  million  order  backlog  as 
demand  flows  in  from  Eastern  Europe. 
"We  feel  we  see  the  light  at  the  end  of 
the  tunnel,"  says  Tolson,  after 
nearly  two  decades  at  the  helm. 
Turnaround  or  no,  Tolson 
has  certainly  treated  himself 
well  over  the  years.  Last  year, 
for  example,  he  paid  himself 
$410,000  in  salary  and  bonus- 
es— more  than  a  tenth  of 
Fischer  &  Porter's  net  profit. 

Before  the  new  law,  a  major- 
ity shareholder  like  Tolson 
could  end  up  with  hostile  out- 
siders on  his  board.  And  back 
in  1979  the  common  share- 
holders voted  down  Tolson's 
plan  to  make  his  Class  B  divi- 
dends payable  in  cash.  If  share- 
holders harbored  any  hopes 
that  Tolson  could  somehow  be 
removed  from  office — or  just 
prodded  into  better  perfor- 
mance— Pennsylvania's  new 
law  puts  that  hope  to  rest.  And 
if  worried  managers  of  other 
underperforming  companies 
catch  on,  Pennsylvania — long 
the  legal  residence  of  some  of 
this  country's  greatest  compa- 
nies— could  end  up  as  the  last 
refuge  of  corporate  laggards.  ■ 
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How  everyone  else  gets  their  great  ideas. 
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AT&TDefinity Communications  System 


AT&T 


copy  our  Definity  system,  but  they  can't  copy  what's  behind  it. 


I'he  AT&T  Definite 
Communications  System 
has  attracted  an 
avid  following 
since  its  debut 

//  all  tx'gan 

nghi  hen-.       just  a  vcar  ago . 
Customers  study  its  ability 
to  grow^  to  end  obsoles- 
cence, and  to  protect  criti- 
cal telecom  investments. 
Competitors  just  study  it. 

Our  secret?  People. 

The  modular  Definity  sys- 
tem is  an  offspring  of 
AT&T  Bell  Laboratories, 

born  of  the 
^  brightest,  most 
innovative  R&D 
minds  in  the 
entire  world. 
Behind  each 
system  stands 
the  largest  sup- 
port battalion  in  our  industr)^— 
over  13,000  experts  in 
Manufacturing,  Product 
Design,  Sales,  Customer 

©1990  AT&T 


AT&T  designers  built 

critical  ISDN  leclmolog)' 

into  the  system. 


Px  modular  DEFIMl 
s)'stetn  grows  from  40 1 
.iO.CXX)  lines,  and  beyond. 

Ser\'ice,  AT&T  Credit  Corpora- 
tion, and  other  specialties. 

We  never  sleep.  Many  of 
our  people  work  through  the 
night,  every  night.  We  staff  a 
24-Hour  customer  hot 
line  to  connect  you 
with  folks  who  grew 


up  inside  the  Definity 
system.  Often,  they're  the 
only  help  you'll  need. 

But  what  if.. .Wizards 

at  our  Remote  Maintenance 
and  Testing  Service  torture 


OurRMATS 

staff  is 

always 

thinking 


Definity  software,  fixing 
things  that  you  didn't  even 
know  needed  fixing. 

The  people  behind 
our  Definity  system  make 
it  superior.  They  also 
guarantee  that  it  can 
never  be  duplicated. 
To  learn  more,  contact  your 
AT&T  Account  Executive  or  call 
usat  1800  247-1212,  Ext.  362. 


AT&T 

The  right  choice. 


At  least  one  segment  of  the  U.S.  banking 
system  is  healthy.  Credit  unions  are  grow- 
ing, profitable  and  relatively  unburdened 
with  bad  debts.  They've  got  an  unfair  ad- 
vantage, the  other  banks  claim. 

Level  pliQring 
field? 


By  James  Cook 


COMMERCIAL  BANKS  FEEL  that  Cred- 
it unions  ought  to  lose  their  tax 
exemption  and  conduct  their  affairs 
the  way  any  other  depositary  institu- 


tion does.  Hard-pressed  on  so  many 
fronts  these  days,  they  feel  the  credit 
unions  present  them  with  tax-free, 
subsidized  competition. 

Kenneth  L.  Robinson,  the  61 -year- 
old  former  Marine  Corps  major  gener- 


Federal  credit  union  association  boss  Kenneth  Robinson 

WeUpaid  to  blunt  charges  that  his  members  are  tax-free,  subsidized  competitors. 


al  who  heads  Washington's  National 
Association  of  Federal  Credit  Unions, 
is  paid  to  fight  to  keep  the  tax  exemp- 
tion for  his  members. 

With  54  million  members  and  over 
$183  billion  in  assets,  the  13,371  fed- 
erally insured  U.S.  credit  unions  look 
as  solid  as  the  Rock  of  Gibraltar  these 
days.  Even  a  recent  study  commis- 
sioned by  the  American  Bankers  As- 
sociation had  to  conclude  that  "the 
current  health  of  the  credit  union  in- 
dustry appears  to  be  sound." 

The  first  U.S.  credit  unions  came 
into  being  around  the  turn  of  the  cen- 
tury with  the  properly  Victorian  goals 
of  promoting  thrift  and  providing 
credit  to  their  members.  In  terms  of 
their  charters — from  the  states  origi- 
nally and  later  from  the  federal  gov- 
ernment— they  had  to  justify  them- 
selves through  the  establishment  of 
some  sort  of  common  bond  among 
their  members.  They  worked  for  the 
same  company,  went  to  the  same 
church,  lived  in  the  same  communi- 
ty. The  members  pulled  themselves 
pauiFeiicrs  up  by  thcir  own  boot- 
straps, pooled  their 
savings  and  then  used 
the  pool  to  underwrite 
each  other's  financial 
needs — personal  loans 
mainly. 

Ah,  but  the  credit 
unions  had  other  ad- 
vantages as  well.  They 
were  exempt  from  in- 
come taxes,  operated 
out  of  low-cost  or  no- 
cost  facilities  and  used 
volunteer  labor.  They 
were  thus  able  to 
charge  somewhat  less 
for  the  loans  they  made 
to  their  members  and 
pay  somewhat  higher 
rates  on  their  mem- 
bers' deposits.  This  is 
what  irks  the  banks. 

The  fact  is  that  credit 
unions  are  gaining  mar- 
ket share  at  the  expense 
of  banks.  Last  year  the 
combined,  federally  in- 
sured, state  and  federal 
credit  unions  generated 
$18.9  billion  in  reve- 
nues and  earned  a  tax- 
free  net  income  of  $1.2 
billion.  Over  the  decade 
ending  in  1988  their  as- 
sets grew  twice  as  fast 
as  those  of  the  banks, 
growing  in  some  years 
by  as  much  as  29%,  so 
that  by  1989  their  total 
assets  exceeded  $183 
billion.  There  are  now 
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Proiect  Appleseed  Saved 
IterAzrielant  Enough  To  Get 
Into  The  SoHo  Rock  Scene. 

Two  years  ago,  Ofer  Azrielant  was  between  a  rock 
and  a  hard  place. 

His  jewelry  was  selling  faster  than  he  could  make 
it.  But  he  had  a  problem.  Getting  a  bigger  place  in 
Manhattan  seemed  too  expensive. 

Fortunately,  his  company,  Andin  International, 
qualified  for  Project  Appleseed,  Con  Edison's  pro- 
gram that  lowers  electric  and  gas  rates  to  help 
businesses  start,  relocate  or  expand  in  New  York 
City  and  Westchester  County 

Azrielant's  electric  bill  was  cut  by 
12%  and  his  gas  bill  by  18%.  The  sav- 
ings helped  him  buy  an  old  ware- 
house in  SoHo  and  turn  it  into  a 
large,  modem  jewelry  factory 
To  find  out  how  we  can 
help  your  business  become 

a  sparkling  success,  call 
\    John  Manak  at 
\    (212)460-4000. 

^  Cm 

r;Hi^^n  PROJECT 

DOISOn  APPLESEED 

THE  ENERGY  OF  NEW  YORK 


Tax-Free  Yields 
Plus  Safety 


Men 

1^-Equivalent 
Current  Yield' 

6.f0f( 

Current  Yield* 


Looking  for  a  safe,  convenient  way  to 
earn  high  tax-free  yields?  That's 
what  the  Strong  Municipal  Money 
Market  Fund  seeks  to  provide.  You  get 
yields  that  are  federally  tax-free',  plus: 

•  Stable  $1  share  price 

•  Free  check  writing 

•  24-hour  personalized  service 

1800368-3863  call  24  hours! 


For  more  complete  information,  including  charges  and  expenses,  call  or  write  for  a  free 
prospectus.  Please  read  it  carefully  before  you  invest  or  send  mon^.  Yields  will  fluctuate. 


name 


address 


STRONG 


city  state  zip  * 

Strong  Municipal  Money  Market  Fund    I 

PO.  Box  2920,  Milwaukee,  WI 53201        E 


'Some  income  may  be  subject  to  state  and  local  taxes  and  the  Alternative  Minimum  Td\.  ^Annualized  historical 
7-day  yield  for  5/11/90.  'Taxable-equivalent  yield  is  based  on  the  33  %  maximum  federal  tax  rate. 

70 


six  credit  unions  with  more  than  $1 
billion  in  assets,  and  one,  the  largest, 
the  Navy  Federal  Credit  Union,  with 
$3.9  billion  in  assets  and  77  offices 
around  the  world. 

Though  a  third  of  the  credit  unions 
still  get  by  on  volunteer  labor,  profes- 
sional managers  have  taken  over  most 
of  the  business,  so  the  business  has 
changed  with  the  times.  Personal 
loans,  auto  loans  mainly,  still  loom 
large  in  the  industry's  overall  picture, 
but  real  estate  loans  now  account  for  a 
third  of  their  lending,  with  home  eq- 
uity loans  on  the  rise. 

The  credit  unions  have  changed  in 
other  ways  as  well.  When  their  cus- 
tomers began  demanding  checking  ac- 
counts and  automatic  teller  ma- 
chines, student  loans,  credit  cards  and 
certificates  of  deposit  and  even  safe 
deposit  boxes,  the  credit  unions  has- 
tened to  meet  their  demands. 

Credit  unions  aren*t  in 
business  to  make  moneys 
Robinson  argues.  But  a 
study  showed  51%  of  them 
returned  better  than  1  %  on 
their  tissets. 


The  banks  blame  the  tax  exemption 
for  the  credit  unions'  startling 
growth.  The  credit  unions  insist  they 
are  simply  doing  a  better  job.  "It's  a 
matter  of  service,"  Ken  Robinson 
says,  "convenience."  The  credit 
unions  operate  in  the  workplace — in 
the  factory  or  the  office.  They  keep 
more  convenient  hours,  accommo- 
date themselves  to  the  needs  of  their 
customers,  and  they're  such  attrac- 
tive operations  that  corporations  like 
IBM  tout  them  as  fringe  benefits. 

Congress  has  considered  ending  the 
tax  exemption  for  years — the  Reagan 
Administration  even  recommended 
repeal  for  large  credit  unions  as  part  of 
its  free  market  pitch.  But  Congress 
has  never  gone  along;  the  credit 
unions  know  how  to  play  the  lobby- 
ing game  as  well  as  anyone. 

Yet  the  question  is  a  valid  one:  Why 
should  the  credit  unions  be  tax  ex- 
empt when  the  banks  and  thrifts  that 
provide  the  same  services  cough  up 
33%  of  any  net  income  they  make  in 
taxes?  Walks  like  a  bank,  talks  like  a 
bank,  ought  to  be  taxed  like  a  bank. 

After  all,  the  common  bond  that 
justified  the  credit  unions'  existence 
has  loosened  enormously.  United  Air- 
lines baggage  handlers  in  New  York, 
for  instance,  share  a  common  bond 
with  those  in  California,  and  the 
American  Association  of  Retired  I'er- 
sons  even  created  a  credit  union  for 
people  over  the  age  of  50.  The  latter 
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No  other  copier  can  cop/ fills  tlocument. 


In  fact,  none  even  try. 

Because  where  Xerox  offers  a 
three-year  warranty  on  all  our 
cartridge  desktop  copiers,  other 
manufacturers  offer  a  mere 
90  days. 

You  see,  Xerox  understands  how 
important  your  copiers  are  to 
your  business.  That's  why  we  do 
everything  we  can  to  make  sure 
our  copiers  produce  quality 


documents— time  after  time. 

But  then,  quality  is  something  of 
a  habit  around  Xerox.  That's  why 
the  U.S.  Commerce  Department 
recently  honored  us  with  the 
prestigious  Malcolm  Baldrige 
National  Quality  Award. 

All  of  which  means  it's  not  our 
copiers  that  are  backed  by  a 
great  warranty.  It's  our  warranty 
that's  backed  by  great  copiers. 


For  more  information,  call 
l-800-TEAM-XRX,r.xt. 
260A.  JFf^ 


Xerox 


Three-year  warranty  requires  purchase  of  replaceable  copy  cartridge  from  Xerox. 

1990  XEROX  CORPORATION .  XEROX*  is  a  trademark  of  XEROX  CORPORATION. 
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We  Helped  After  Six 
Get  Back  In  The  Black. 


When  top  management  bought  After  Six  in  a  1984  LBO,  everything 
looked  good.  They  had  a  dominant  share  of  the  men's  formal  wear  market. 
Profits  were  rising.  And  they  were  firmly  in  control  of  their  own  destiny. 

Until  1988. 

Suddenly  sales  of  their  budget  line  increased,  cutting  into  profit  margins. 
Operating  costs  soared.  And  major  non-recurring  charges  hampered  their  ability 
to  service  LBO  debt. 

That's  when  they  contacted  The  CIT  Group/Business  Credit. 

Calling  on  years  of  experience  in  their  industry,  we  developed  a  plan  for 
a  thorough  financial  restructuring  based  on  the  specific  factors  that  affected  their 
business.  Within  days.  After  Si\was  on  the  way  back. 

And  today,  they're  looking  sharp. 

With  our  Flexible  Funding  approach,  The  CIT  Group  goes  beyond 
conventional  financing  to  help  good  companies  get  back  on  their  feet.  And  with 
unparalleled  expertise  in  all  facets  of  manufacturing  and  distribution,  we  help 
them  stay  there. 


K(»r  further  information  about  Flexible  Funding  from  The  CIT  Group/Business  Credit,  call: 

Atlanta                   Chicago                  Dallas                     Los  Angeles            New  York  A  company  of 

Vernon  \loods        Michael  Scolaro      Steven  Bellah          Raul  Herrera          Victor  Russo  Dai-lchi  Kangyo  Bank  and 

(404)847-1560      (312)807-4112      (214)580-2763      (213)621-8301      (212)270-2733  Manufacturers  Hanover 


1990  The  CIT  Group,  Inc. 


CraiR  Blankenhom 


Waiting  on  line  at  Brooklyn 's  Polish  &  Slavic  Federal  Credit  Union 
The  cornerstone  w€is  the  common  bond.. 
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LANQLEY 

FEDERAL 

CREDIT    UNION 

BUILDING 


Hampton,  Va.  's  Langley  Federal  Credit  Union 
WaUcs  Wee  a  bank,  talks  like  a  bank. 


was  a  failure — for  a  peculiar  reason: 
Older  folks  seem  more  interested  in 
saving  than  in  borrowing,  aarp  shut 
down  its  credit  union  when  only 
90,000  of  its  23  million  enrollees 
signed  up  and  it  found  it  had  a  lot 
more  savers  than  borrowers,  and 
nothing  to  do  with  its  funds. 


Ken  Robinson  msists  the  credit 
unions  aren't  like  the  banks.  Their 
capital,  for  one  thing,  is  internally 
generated,  so  they  can't  borrow  mon- 
ey as  the  banks  can  to  leverage  their 
operations.  Then,  too,  they  are  limit- 
ed by  their  membership  in  the  loans 
they  can  make,  and  they  can't  put 


their  money  into  junk  bonds,  Third 
World  loans,  real  estate  development, 
or  any  of  those  other  investment  op- 
tions that  got  the  thrifts  and  the 
banks  into  trouble. 

Instead  of  paying  premiums  to  the 
Federal  Deposit  Insurance  Corp.,  the 
credit  unions  keep  1%  of  their  depos- 
its in  the  National  Credit  Union 
Share  Insurance  Fund,  which  uses  the 
proceeds  to  insure  against  losses.  The 
Fund  has  $1.27  in  equity  for  every 
insured  $100  of  credit  union  deposits, 
versus  70  cents  at  the  fdic  for  the 
banks,  so  the  credit  union  industry 
looks  in  good  shape. 

Robinson  likes  to  argue  that  credit 
unions  aren't  in  business  to  make 
money;  only  to  serve  their  customers. 
His  argument  is  a  bit  fatuous,  howev- 
er, since  an  aba  study  showed  that 
5 1  %  of  the  credit  unions  returned  bet- 
ter than  1%  on  their  assets,  versus 
only  43%  of  the  banking  industry. 

What  would  happen  if  the  credit 
unions  lost  their  tax  exemption?  Rob- 
inson argues  that  the  credit  unions 
would  do  just  fine,  especially  if  they 
could  cast  a  wider  net  for  deposits  and 
make  a  broader  array  of  investments. 
Leave  us  to  our  niche,  he's  saymg,  or 
you  may  be  sorry.  ■ 
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The  Up  &  Comers 


By  Fleming  Heeks 


On  the  Margin 


Francis  Williams  is  hard  at  work  building 
Kimmins  Environmental  Service  Corp. 
Things  aren  V  going  very  well 


Out  of  control 


ARE  WE  OUT  of  control?  Is  that 
your  question?"  snaps  normal- 
b  ly  soft-spoken  Francis  Wil- 
liams, chairman  of  Tampa-based 
Kimmins  Environmental  Service 
Corp.  It  was  Williams'  way  of  re- 
sponding to  a  reporter's  suggestion 
that  the  environmental  cleanup  firm, 
revenues  of  which  have  jumped  more 
than  sixfold  in  two  years,  might  be 
growing  too  fast  and  cutting  too  many 
comers.  "I've  been  out  of  control  [in 
business]  before,"  he  says,  shrugging 
disdainfully.  "And  this  is  not  out  of 
control." 

Whatever  it  is,  Kimmins'  share- 
holders love  it.  One  thousand  Kim- 
mins shares,  bought  for  $3,000  when 
the  company  went  public  in  a  self- 
underwritten  offering  three  years  ago, 
are  now  worth  nearly  $11,000.  And 
investors  who  bought  shares  in  the 
1986  offering  of  a  predecessor  compa- 
ny, Kimmins  Industrial  Service  Corp., 


Ace\  Mar-]'*'^'^ 


Kimmins  Environmenu  •!  Chairman  I  rancis  Williams 
"We  didn't  do  a  good  Job.  It  happ<irKm.** 
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^S^E  CAJNT  CflATSTGE  THE  FUTtJKE. 

It's  a  pretty  big  claim.  Even  for  an  insurance  company.  But,  together,  we  can  rewrite  the  future  now, 
today,  with  a  well  planned  and  applied  loss  control  program. 

At  Atlantic  Mutual  its  no  coincidence  that  the  kind  of  people  we  insure  feel  as  strongly  about  loss  con- 
trol as  wt  do.  Careful  aiid  conscientious  themselves,  they  know  we'll  group  them  with  other  like-n  inded  cus- 
tomers.  And  share  the  financial  rewards  that  come  with  it:  lowered  premiums  and  the  potential  for  dividends. 

It's  a  better  way  to  insure.  And  everyone  benefits. 

Talk  with  your  agent  or  broker  about  us  soon.  And  start  planning  for  a  better  future. 
Atlantic  Mutual  Insurance  Company,  45  WaU  Street,  New  York,  NY  10005.   =^  AtlaillicMutUal 
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_  demolition  firm  that  was  merged 
into  Kimmins  Environmental  last 
v'car,  have  seen  their  investment  grow 
n^ore  than  sixfold. 

But  it  Kimmms'  shareholders  are 
delighted,  some  of  its  big  customers 
are  not.  In  May  of  last  year,  for  exam- 
ple, Diversified  Industries,  Inc.,  a  St. 
L'j  11  is  metals  and  reclamation  firm, 
filed  suit  against  Kimmms,  claiming, 
among  other  things,  that  the  compa- 
ny was  a  year  late  finishing  a  six- 
month  job.  Kimmins  had  been  hired 
to  demolish  three  large  foundry  build- 
ings and  cart  off  the  debris.  But  Diver- 
sified charges  that  much  of  the  debris 
was  simply  buried  at  the  site. 

Turning  bashful,  Williams  con- 
cedes that,  yes,  "there  was  wood  bur- 
ied on  the  site."  Wood?  This  is  Diver- 
sified's  tally  of  the  debris  that  was 
buried  and  has  since  been  unearthed 
at  the  40-acre  job  site:  1,327  tons  of 
scrap  metal,  1,350  cubic  yards  of  trash 
(including  lumber)  and  about  60  met- 
al drums,  many  of  which.  Diversified 
alleges,  had  contained  hazardous 
waste.  There  was  also  the  matter  of 
the  truck  that  a  former  Kimmins  em- 
ployee claims  was  buried  on  the  job 
site  and  later  reported  by  its  owner  to 
the  local  police  as  stolen.  "We  didn't 
do  a  good  job,"  Williams  shrugs.  "It 
happens." 

Another    blow    fell    in    February. 


Manville  Corp.  tossedJCimmins  off  an 
$11  million  contract  to  remove  the 
asbestos  from  16  former  manufactur- 
ing buildings  in  Manville,  N.J.  and 
then  tear  them  down.  Manville's  suit 
charges  Kimmins  with  repeated  safe- 
ty violations,  beginning  almost  from 
day  one.  Williams  has  filed  a  counter- 
suit  claiming  wrongful  termination. 

Richard  Shepherd,  an  engineer  with 
Conestoga-Rovers  &  Associates,  the 
engineering  firm  that  supervised  the 
job,  sputters  in  disbelief  at  Williams' 
claim  that  it  had  been  going  smooth- 
ly. Early  on,  his  firm  twice  shut  down 
the  project,  citing  Kimmins'  refusal  to 
comply  with  safety  requirements.  In 
his  15  years  of  overseeing  hazardous 
waste  cleanups,  says  Shepherd,  this  is 
the  first  job  in  which  the  contractor 
has  ever  been  terminated. 

A  neatly  groomed  and  thoughtful- 
looking  man,  Fran  Williams,  48, 
seems  more  like  the  proprietor  of  a 
trendy  suburban  restaurant  than  a 
grit-and-grime  industrial  garbage 
man.  But  he's  no  stranger  to  dirt  and 
debris.  The  youngest  of  four  children 
bom  of  Lebanese  immigrant  parents, 
Fran  Williams  grew  up  in  an  apart- 
ment over  the  family's  Niagara  Falls, 
N.Y.  grocery  store.  In  1963,  after 
knocking  around  at  Georgetown  Uni- 
versity and  Niagara  University  for 
four  years,  he  went  to  work  with  his 


older  brother  Flarry  tearing  down 
houses  in  western  New  York  State. 
From  there,  the  brothers,  with  the 
financial  backing  of  local  business- 
man Lawrence  Reger,  got  into  the  gar- 
bage collection  business,  as  well  as 
landfills  and  hazardous  waste  clean- 
ups. Their  firm,  Cecos  International, 
handled  the  first  phase  of  the  cleanup 
of  Love  Canal  in  1978. 

In  1982  the  brothers  decided  to  go 
their  own  ways.  The  landfills  and  haz- 
ardous cleanup  operations  were  sold 
to  Browning-Ferris  Industries  for  $84 
million  in  stock.  When  the  rest  of  the 
partnership's  holdings,  including  real 
estate  and  a  small  steel  distribution 
operation,  were  sold  and  the  taxes 
paid,  Fran  Williams,  then  40,  says  he 
came  away  with  $20  million. 

Williams  then  turned  his  attentions 
to  William  Kimmins  &.  Sons,  a  65- 
year-old  municipal  contracting  firm 
he  had  bought  in  1978  for  $900,000. 
Williams  moved  the  company  to  Flor- 
ida, shifted  its  focus  from  building 
sewers  and  roads  to  industrial  demoli- 
tion, and  waited  out  a  five-year  non- 
compete agreement  with  Browning- 
Ferris.  Since  the  agreement  expired  in 
1987,  Williams  has  refocused  Kim- 
mins on  asbestos  remediation,  toxic 
waste  cleanups,  solid  waste  hauling, 
recycling  and  performance  bonding. 

Kimmins'  problems  with  Manville 


When  We  DesignedThe  RX-7  Convekhble, 
We  Considered  AllThe  Elements. 
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The  wind  in  your  face.  TTie  sun  on 
your  neck.  Driving  a  convertibles 
always  been  about  getting  closer 
to  the  elements.  But  sometimes, 
you  can  get  a  little  too  close. 

That's  where  the  RX-7  Convertible  comes  in 
It's  a  product  of  Kansei  Engineering,  a  design 


philosophy  based  on  feelings  and 
emotions.  So  it  brings  a  few  new 
elements  to  open-air  driving. 

Like  the  Windblocker™  panel 
behind  the  front  seats— flip  it  up 
and  it  directs  the  wind  away  from  you,  for  top- 
down  comfort  even  on  cool  nights. 
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Corp.  are  polluting  its  balance  sheet. 
"They  owe  us,"  says  Williams  softly 
and  impatiently,  speaking  of  the  dis- 
puted contract  with  Manville  Corp. 
"They  owe  us.  They  owe  us  a  lot  of 
money."  Through  the  first  quarter  of 
1990,  Williams  had  already  booked 
$5.1  million  in  revenues  and  about  $1 
million  in  profits  from  the  Manville 
job.  But  only  about  $3  million  has 
been  collected.  In  fact,  Kimmins'  to- 
tal receivables  as  of  Mar.  31  were  a 
sky-high  $42  million,  or  38%  of  the 
last  12  months'  revenues.  That's  near- 
ly twice  the  average  in  an  industry 
where  customers  are  often  slow  to 
pay.  Kimmins,  which  earned  $3.9 
million  last  year,  has  just  $317,000  in 
reserve  for  doubtful  accounts. 

This  may  be  but  the  tip  of  the  trou- 
ble. To  get  the  asbestos  job  complet- 
ed, Manville  recently  signed  a  con- 
tract with  Kimmins  competitor  Se- 
venson  Environmental  Services  for 
$13.4  million.  That  will  bring  the  cost 
of  completing  what  was  supposed  to 
be  an  $11  million  job  to  over  $18 
million.  If  Manville  prevails  in  court, 
Kimmins  could  be  on  the  hook  for 
$7.5  million  above  the  initial  bid  price 
that  it  will  cost  to  finish  the  job. 

Francis  Williams'  brother  Harry  has 
been  having  his  problems,  too.  In 
1988  congressional  hearings  into 
criminal  activity  in  the  toxic  waste 


disposal  industry  identified  him  as 
having  been  a  secret  investor  in  Envi- 
rosure  Management  Corp.,  a  onetime 
Blinder,  Robinson  &.  Co.  highflier  re- 
cently indicted  for  falsifying  records 
concerning  disposal  of  toxic  waste. 
(An  open  investment  would  have  bla- 
tantly violated  the  noncompete  agree- 
ment with  Browning-Ferris.)  The 
same  investigation  linked  Envirosure 

Williams  says  continued 
growth  will  be  easy.  He  sees 
a  great  market  in 
decom.missioning  nuclear 
power  plants — a  prospect 
thatf  considering  the 
company*s  apparent 
record,  seems  chilling. 

to  two  shady  cleanup  firms  with  al- 
leged mob  connections. 

Carefully  distancing  himself  from 
Harry,  Williams  insists  that  his  broth- 
er has  nothing  to  do  with  Kimmins — 
although  the  brothers  have  invest- 
ments together  and  have  both  provid- 
ed bonding  for  Kimmins  contracts. 

Far  from  reining  in  Kimmins' 
growth  so  as  to  prevent  problems  like 
the  ones  at  the  Diversified  Industries 
and  Manville  jobs,  Williams  is  pre- 
dicting a  continued  growth  surge— to 
$300  million  to  $500  million  in  reve- 


nues within  the  next  five  years.  "That 
will  be  easy,"  says  Williams,  adding 
that  he  sees  a  great  potential  market 
in  the  decommissioning  of  nuclear 
power  plants — a  prospect  that,  con- 
sidering the  company's  apparent  rec- 
ord, seems  a  bit  chilling. 

Williams  owns  about  6  million  of 
Kimmins'  12  million  common  shares, 
a  stake  worth  over  $40  million.  (Earli- 
er this  year  he  sold  702,000  shares, 
worth  $5.1  million,  to  Kimmins'  em- 
ployee stock  ownership  plan.)  The 
New  York  Stock  Exchange-traded 
shares,  which  have  seen  large  price 
swings  of  late,  recently  traded  at  7 'A, 
or  17  times  expected  1990  earnings. 
There  is  a  huge  potential  for  dilution: 
Williams  also  owns  7  million  non- 
trading  B  shares,  which  will  become 
eligible  to  convert  into  common 
shares  over  the  next  few  years  if  Kim- 
mins makes  its  earnings  targets. 

Williams  quickly  points  out  that, 
more  than  anyone,  he  stands  to  lose  if 
Kimmins'  fortunes  fade.  But  nagging 
problems — the  balance  sheet  bloated 
with  receivables,  the  legal  troubles — 
do  not  bode  well  for  the  company. 

"You  have  to  be  prepared  to  take 
the  heat  if  you're  going  to  be  in  a 
business  like  this,"  says  Williams.  "If 
you're  not  ready  to  do  that,  don't  in- 
vest in  this  type  of  company."  We 
didn't  say  it.  He  did.  ■ 
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Or  stereo  speakers  in 
the  head  restraints— 
at  ear  level.  And  the  power      should  be  fun.  Even  when  the  weather  isn't, 
top  with  its  removable  center  section  and  heated     For  more  information  call  1-800-424-0202. 
glass  rear  window.  Now,  why  did  Mazda  spend 

so  much  effort  reinventing  the  convertible?  ITIO^DO 

Simply  because  we  think  driving  one  IT  JUST  rcELS  KIGHT. 


The  Up  &  Comers 


By  Joel  Millman 


Stars 


Rath  Manufacturings  Duane  Rath  says 
that  he  learned  his  first  lesson  in  cicstomer 
service  when  he  was  only  7  years  old,  from 
a  cat  in  rural  Iowa.  He  is  still  applying  the 
lesson  42  years  later. 


Totally 
tubular 


Duane  Rath  (standinf^)  with  hui  father,  Virgil 

The  bom  malesman  and  the  mechanical  genius  made  a  great  team.. 


Fl  ORTY  MILES  south  of  MadisoH, 
Wis.  is  little  Janesville  (pop. 
51,000).  It's  a  town  where  moth- 
ers still  use  dinner  bells  to  call  the 
kids  in  for  dinner,  and  where  square 
dances  and  high  school  band  concerts 
fill  the  entertainment  listings  of  the 
Janesville  Gazette.  It's  also  home  to 
Rath  Manufacturing  Co.,  Inc.,  one  of 
the  country's  .best  small  businesses. 

Rath  makes  high-quality  stainless 
steel  tubing,  the  shiny  tubing  used  in 
food  processing  and  the  pharmaceuti- 
cal industry.  On  farms  and  at  dairies, 
much  of  the  nation's  milk  passes 
through  Rath's  tubing.  With  over 
500,000  feet— or  almost  100  miles— 
of  mirror-finish  tubing  shipped  each 
week,  enough  per  year  to  stretch  from 
New  York  to  California,  Rath's  prod- 
uct is  sold  to  the  Darmon  Co.,  John- 
son &  Johnson  and  Archer  Daniels 
Midland.  With  100  employees  and  es- 
timated sales  of  $50  million  this  year. 
Rath  is  easily  the  metal  tubing  indus- 
try's most  efficient  producer. 

The  company  is  privately  owned  by 
its  chairman,  Duane  Rath,  49,  and 
two  partners.  According  to  audited 
statements  provided  by  the  company, 
sales  have  exploded  from  $6  million 
in  1984  to  nearly  $45  million  last 
year.  Profit  margins  exceeded  15%  in 
each  of  the  past  two  years;  the  compa- 
ny earned  over  $6  million  last  year. 
Worker  productivity — sales  dollars 
per  employee — was  $440,000  in  1989, 
easily  the  highest  in  Rath's  segment 
of  the  tubmg  industry. 

Someone  once  called  productivity 
the  product  of  enthusiasm  plus  expe- 
rience, and  Duane  Rath  has  both  in 
abundance.  He  calls  his  upbringing 
the  "businessman's  equivalent  of  the 
stage-door  childhood."  As  a  boy  in 
rural  Sac  City,  Iowa,  Rath  pulled  his 
red  wagon  door-to-door  selling  things 
like  pancake  mix  and  vanilla  extract. 

That's  where  the  cat  comes  in. 
"There  was  an  old  schoolteacher  who 
wouldn't  ever  come  to  her  door,"  re- 
calls Rath,  relishing  the  story.  "One 
day  she  came  out  and  said  if  I  got  her 
cat  down  from  a  tree,  she'd  buy  my 
pancake  mix.  I  was  7  years  old,  but  I 
crawled  up  that  tree  and  got  her  cat." 

Rath  pauses  to  smile,  and  adds: 
"She  couldn't  possibly  have  eaten  all 
the  pancake  mix  I  sold  her."  Never  in 
his  later  business  dealings  would 
Rath  underestimate  the  importance 
of  customer  service. 

Virgil  Rath,  Duanc's  father,  sold 
milking  machinery.  In  1952,  while 
visiting  a  suppher  in  Janesville,  he 
leaped  into  the  manufacturing  end  of 
the  business  by  buying  up  the  newly 
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After  all,  a  man  doesn't  score  an  eagle  every  day. 


fSMoniegoYCo  1990 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth.  So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men 
of  Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos 
in  the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

This  Father's  Day,  ask  your  favorite  smoke  shop  for  the  box  of 
Macanudo  cigars  that  was  made  for  you. 

And  let  any  moment  worth  savoring  linger  in  your  mind  with  all  the 
taste  and  aroma  of  a  Macanudo. 

MACANUDO«r/ie  Ultimate  Cigar 


A  MACHINE  THAT  CAN  HELP 
YOUR  BUSINESS  FLOURISH. 


Jiiutyof  growing  a  business. 
^^If^it ill kcs^s  long  hours,  nurturing,  and  a 
l^^mi  tin-anc'mi  foundation.  It"  you've  got  the 
ctbucfti  The  Xerox  Financial  Machine  can  help 
your  business  blossom. 

You  can  lease  or  finance  anything  from 
enough  equipment  to  run  a  nursery  to  a  single 
Xerox  copier.  All  from  Xerox  Credit  Corpo- 
ration. You  can  grow  with  investment  banking 
and;  institutional  brokerage  from  Furman 
Selz.  Van  Kampen  Merritt  offers  prudent 
fixed  income  asset  management  capabilities 
to  meet  your  long  term  goals.  The  annuities 
and  I ife>  insurance  of  Xerox  Life  are  geared  to 


help  you  harvest  a  healthy  retirement.  And 
for  the  kind  of  business  insurance  you  can 
count  on,  you  want  insurance  from  Crum 
and  Forster. 

It's  all  part  of  Xerox  Financial  Services; 
a  diversified  group  of  financial  companies 
with  over  $19  billion  in  assets.  So  you  can 
handle  many  financial  needs  with  a  singular 
standard  of  excellence. 

No  matter  what  field  you're  in. 

To  find  out  how  The  Xerox  Financial 
Machine  can  help  your  business  flourish, 
write  Xerox  Financial  Services,  P.O.  Box 
5000,  Norwalk,CT  06856. 
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b'cUikrupt  factory  that  sold  him  his 
w^res.  It  was  not  a  smart  move.  The 
machines  Rath  was  selhng  were  be- 
coming obsolete  as  better  technology 
was  developing.  The  Raths'  aftertax 
profits  in  1953  were  a  mere  $2,861. 
"We  were  riding  a  dead  horse/'  says 
Duane  today. 

By  1957  Duane  Rath  was  16  and 
selling  harder  than  ever.  The  red  wag- 
on had  been  replaced  by  a  battered 
Plymouth  convertible.  While  earning 
a  degree  in  English  literature  from  the 
University  of  Wisconsin,  Duane  sold 
household  goods — spatulas,  can  open- 
ers, mixing  bowls — around 
Wisconsin,  as  well  as  his 
own  family's  dairy  farm 
equipment  in  sales  territo- 
ries ranging  as  far  from  home 
as  New  England. 

As  his  graduation  present, 
his  mother  and  father  ap- 
pointed Duane  president  of 
Rath  Manufacturing.  It  was 
more  of  a  present  than  it 
seemed.  The  company  was 
still  struggling,  but  it  was 
about  to  change  direction:  In- 
stead of  assembling  farm  ma- 
chinery out  of  steel  tubing, 
Rath  was  going  to  manufac- 
ture the  tubing  itself. 

Virgil  Rath,  74,  is  still  re- 
membered in  Janesville  as  a 
self-taught  mechanical  ge- 
nius. With  his  son  installed 
as  president,  he  set  about 
teaching  himself  the  art  of 
tube  making. 

For  decades  tube  mills  had 
used  a  two-step  process, 
forming  and  welding  steel 
strips  into  tubes  on  a  mill, 
then  finishing  them  in  a  gas- 
fired  furnace.  Together  with 
Jim  Sanger,  a  new  partner 
Duane  Rath  recruited — liter- 
ally— out  of  a  foxhole  during 
National  Guard  training,  Vir- 
gil Rath  created  the  Rath 
Continuous  Processing  Mill. 
Its  chief  innovation  lay  in 
eliminating  the  need  for  sep- 
arate firing  in  the  furnace,  or  having 
to  wait  for  the  tubing  to  be  cooled; 
this  allowed  the  tubing  to  be  packaged 
and  shipped  immediately  from  the 
mill,  and  also  produced  a  more  consis- 
tent grade  of  tubing. 

The  Raths  spent  the  next  three 
years  designing  the  machinery  needed 
to  implement  their  innovation.  By 
1979  the  new  mill  machinery  was  in 
place.  In  1975  Duane  bought  out  his 
parents  for  $112,000,  then  sold  $2 
million  in  industrial  revenue  bonds  to 
pay  for  expansion.  Duane  made  Sang- 
er a  partner  in  1979,  then  in  1984 


brought  in  a  third  partner,  Milwaukee 
investor  James  Dodson,  a  retired  busi- 
nessman who  had  the  background 
Rath  needed  to  begin  producing  and 
marketing  its  tubing. 

Rath  moved  into  the  production  of 
stainless  tubing  for  the  simple  reason 
that  supplies  were  tight,  prices  high 
and  many  suppliers  arrogant.  "When 
the  market  was  in  very  short  supply, 
we  would  call  certain  vendors  for  esti- 
mates and  they  would  literally  laugh 
at  us,"  says  Duane  Rath. 

Again  the  schoolteacher's  cat  en- 
ters the  story.  Rath  developed  a  com- 


Vje  Rath  Continuous  Processing  Mill 
Almost  100  miles  of  tubing  each  week. 


puter  pricing  model.  This  enabled  the 
company  to  give  potential  customers 
a  firm  quote  for  stainless  tubing  with- 
in 10  or  15  minutes  of  a  call.  Soon 
contractors  bidding  industrial  jobs — 
some  involving  thousands  of  feet  of 
tubing — were  calling  Rath  to  formu- 
late their  bids.  For  nothing  Rath  got 
valuable  market  research  about  who 
needed  what  item  for  which  purpose, 
and  often  converted  the  knowledge 
into  sales. 

"We  use  Rath  because  they  jump 
through  hoops  for  us,"  says  Marcia 
Comerford,  purchasing  manager  for 


the  fabrication  divisions  of  Archer 
Daniels  Midland  in  the  Midwest. 
"Rath  doesn't  force  us  to  buy  a  mini- 
mum amount,  and  they  will  do  just 
about  anything  we  need  in  as  quick  a 
time  as  we  need  it."  Annual  sales  to 
adm:  in  excess  of  $1  million. 

It  helps,  of  course,  that  unlike  many 
of  its  big  competitors  that  have  fallen 
by  the  wayside,  Rath  Manufacturing 
is  nonunion.  Rath's  mill  operators 
voted  to  decertify  their  membership 
in  the  Sheet  Metal  Workers  union  in 
1970,  and  have  enjoyed  what  they  call 
"shared  stewardship"  with  manage- 
ment ever  since.  Rath's  mill 
operators  average  close  to  50 
hours  per  week,  often  work- 
ing weekends  and  holidays  to 
fill  special  orders.  For  their 
flexible  work  rules.  Rath  of- 
fers a  novel  payment  sys- 
tem— a  weekly  bonus  based 
on  the  amount  of  tubing 
shipped  from  the  plant  dur- 
ing the  week.  Rath  has  paid 
the  bonus  every  week  since 
1978,  when  the  system  start- 
ed; last  year  the  bonus  aver- 
aged $55  per  week. 

"Producing  the  best  tubing 
in  the  world  is  job  security 
for  me,"  says  Everett  Cal- 
houn, a  35-year-old  mill  op- 
erator, with  Rath  since  1986. 
Calhoun  earned  $40,000  last 
year — $36,000  in  base  pay, 
plus  $4,000  in  bonuses.  In  a 
town  where  three-bedroom 
homes  sell  for  under  $60,000, 
that  kind  of  compensation 
breeds  loyalty.  Since  1985 
only  6  employees  have  left 
the  company,  while  2,000  job 
applications  are  on  file. 

Last  Christmas  Rath  gave 
employees  something  even 
better  than  a  bonus.  He  gave 
them  a  scholarship  fund, 
named  for  his  parents,  to  pay 
college  expenses  for  any  of 
his  employees'  children  en- 
tering the  University  of  Wis- 

consin    or    for    any    other 

school,  up  to  $10,000  a  year.  Upon 
hearing  of  the  scholarship  plan,  Wis- 
consin Governor  Tommy  Thompson 
named  Rath  guest  of  honor  at  his 
State  of  the  State  address.  But  Rath 
isn't  letting  any  of  the  celebrity  go  to 
his  head. 

"The  creation  of  wealth  in  this  en- 
vironment is  inevitable,"  he  says, 
casting  his  arm  out  over  the  humming 
mill  his  family  built.  "The  point  is, 
there  is  a  lot  more  to  life  than  making 
money.  Then  again,  you  can  only  take 
that  attitude  when  you  have  a  certain 
amount  of  money."  ■ 
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How  an  Ameritech  communications  system  helped  Dow 

find  the  right  fomiula. 


When  the  Dow  Chemical  Company  needed  a  voice  and 
data  system  that  could  connect  more  than  10,000  lines 
throughout  700  buildings  in  two  counties,  they  conducted 
some  intensive  research  and  chose  Ameritech. 

The  solution  was  a  custom-designed  digital 
communications  system  that  could  transport  large 
quantities  of  information  quickly  and  accurately.  A  system 
that  could  incorporate  Dow's  comprehensive  safety  alert 
network.  A  low-risk  system  that  was  designed  and  installed 
by  an  Ameritech  team. 


For  Dow,  the  answer  was  Ameritech.  Because  when  two 
businesses  develop  such  a  strong  partnership,  it  produces 
good  chemistry. 

Ameritech  provides  communications  solutions  for  Dow 
and  many  other  business  customers.  To  learn  more  about 
how  Ameritech  is  positioned  to  meet  the  needs  of  the 
information  Age,  contact: 

Director-Investor  Relations 
Ameritech,  30  S.  Wacker  Drive,  R35G0 
Chicago,  Illinois  60606  312/750-5353. 


Solutions  that  worL 


MsMERiTECH 


Illinois  Bell  •  Indiana  Bell  •  Michigan  Bell  •  Ohio  Bell  •  Wisconsin  Bell  •  Ameritech  Applied  Technologies 

Ameritech  Audiotex  Servdces  •  Ameritech  Credit  •  Ameritech  Development  •  Ameritech  Information  Systems 

Ameritech  Mobile  Communications  •  Ameritech  Publishing  •  Ameritech  Services  •  Tigon  Voice  Messaging 


Oiee9Amentech 


The  old  New  England  families  that  control 
the  Providence  Journal  Co.  have  at  least 
$500  million  in  cash,  a  hunger  for  addi- 
tional media  properties  and  a  fierce  deter- 
mination to  remain  independent. 

Sell?  Not  at 
any  price 


By  Norm  Alster 


ICHAEL  Metcalf  was  an  heir 
to  one  of  the  country's  great 
pubhshing  fortunes  and 
chief  executive  of  the  Providence 
(R.I.)  Journal  Co.  In  September  1987 
he  was  found  crumpled  and  close  to 
death  on  a  country  road  near  his  sum- 
mer home.  The  bicycle  he  had  been 
riding  v^as  nearby.  A  bad  spill?  Side- 
swiped  by  a  car?  Or  murder?  When  he 
died  a  week  later  at  age  54,  police 
ruled  his  death  an  accident,  but  an 
investigation  financed  by  the  Provi- 
dence/ownT^a/  continues. 

Such  is  the  hunger  for  media  prop- 
erties these  days  that  his  death 
brought  buyers,  finders  and  invest- 
ment bankers  out  of  the  woodwork 
with  offers  for  the  company.  Stephen 
Hamblett,  who  succeeded  Metcalf  as 


The  late  Michael  Metcalf 
Stellar  in  cellular. 


chairman,  says  soon  after  Metcalf's 
funeral  there  were  "three  or  four  in- 
quiries" into  the  Jounuil's  availabil- 
ity. The  deal-seekers  were  wasting 
their  time.  So  resolutely  private  is  the 
Providence  Journal  Co. — "Projo,"  as 
it's  sometimes  called — that  not  until 
last  year  did  the  company's  share- 
holders even  receive  a  written  annual 
report.  Politely  but  firmly,  Hamblett 
told  each  suitor  to  go  away. 

In  April  the  Journal  Co.  accepted  a 
buyer,  but  not  for  the  newspaper.  It 
agreed  to  sell  its  cellular  telephone 
franchises  to  gte  Corp.  for  $710  mil- 
lion in  cash.  After  allowing  for  taxes 
on  the  sale,  Forbes  conservatively 
calculates  the  current  breakup  value 
of  the  Providence  Journal  Co.  to  be  in 
excess  of  $1.5  billion. 

Who  owns  it?  Old  Providence  fam- 
ily names,  Metcalf,  Sharpe  and  Dan- 
forth,  stud  the  Journal  Co.'s  stock- 
holder roster.  Published  daily  since 
1829,  the  Vxo\\dtnzQ.  Jonnuil  claims 
to  be  the  oldest  continuously  pub- 
lished daily  in  the  U.S.  It's  a  gutsy 
paper  that  has  repeatedly  stood  up  to 
organized  crime.  One  former  publish- 
er received  round-the-clock  police 
protection  on  two  different  occa- 
sions— once  for  three  straight  weeks. 
In  a  state  whose  population  is  just 
under  1  million,  the  Journal  sells 
264,000  newspapers  on  Sunday, 
203,000  daily — impressive  penetra- 
tion rates  for  any  medium. 

When  Michael  Metcalf  joined  the 
Journal  in  1962,  the  company  had  al- 
ready begun  to  diversify  into  commer- 
cial printing,  radio  and  television.  It 
was  practically  preordained  that  Met- 
calf would  run  the  company.  The 
Metcalf  family  made  its  first  fortune 
in  textiles,  buying  into  the  Journal  in 
the  1880s.  Michael  Metcalf's  grandfa- 
ther (Stephen  Metcalf)  and  father 
(George  Pierce  Metcalf)  each  led  the 


company,  and  Metcalf's  immediate 
predecessor  was  a  cousin  by  marriage, 
John  C.A.  Watkins,  who  is  today 
chairman  emeritus. 

Metcalf,  who  was  named  president 
in  1974  and  chief  executive  in  1985, 
made  his  shrewdest  decision  when  he 
expanded  into  cellular  telephone  fran- 
chises, long  before  cellular  became  a 
hot  investment  concept.  In  the  mid-  to 
late  1980s  the  Journal  Co.  won  cellular 
lotteries  far  afield,  in  Fort  Wayne,  Ind., 
Fayetteville,  Ark.  and  Colorado 
Springs,  Colo.  Metcalf,  well  ahead  of 
the  pack,  soon  concluded  that  he  was 
better  off  clustering  his  cellular  li- 
censes in  the  Southeast.  By  swapping 
its  Midwest  licenses  and  gobbling  up 
franchises  in  Virginia,  Georgia  and  the 
Carolinas,  the  company  built  a  power- 
ful cellular  network  that  would  even- 
tually catch  the  eye  of  gte. 

Why  did  the  Journal  Co.,  so  deter- 
mined to  retain  its  independence,  sell 
off  what  had  turned  into  its  crown 
jewel?  "We  thought  the  capital  in- 
vestment would  be  too  big,"  explains 
Watkins.  "My  belief  is  we  were  going 
to  be  too  small  a  player  in  too  big  an 
arena."  Rather  than  do  a  tax-free  spin- 
off, such  as  Boston  Globe  publisher  Af- 
filiated Publications  did  with  its  big 
holding  in  McCaw  Cellular,  the  Jour- 
nal Co.  opted  to  raise  cash  for  acquisi- 
tions. "We  will  have  a  significant  war 
chest,"  says  Hamblett. 

How  significant?  Adding  the  after- 
tax proceeds  of  the  cellular  sale  to 
existing  cash  reserves  should  give  the 
Providence  Journal  Co.  well  in  excess 
of  $500  million  in  cash.  If  leveraged, 
that  could  finance  nearly  $2  billion 
worth  of  acquisitions,  although  heavy 


J'atriarch  Stephen  Metcalf 

In  the  beginning  wob  textile: 
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Tenneco: 
stepping 

forward 


Sometimes  going 
forward  required  taking 
difficult  steps.  In  the  past  two 
years  at  Tenneco,  we  sold  our  oil  and 
gas  business  .  .  .  began  aggressively 
expanding  our  natural  gas  pipelines . . . 
upgraded  our  farm  and  construction  equip- 
ment product  lines  .  . .  expanded  our 
automotive  division . . .  moved  into  new 
markets  in  chemicals  and  minerals  .  .  . 
continued  to  diversify  our  packaging 
company. . .  and  developed  high-tech 
construction  methods  at  our  ship- 
yard. We've  come  a  long  way  and  our 
shareholders  have  benefitted.  All  six 
divisions  reported  profits  last  year  and 
1990  looks  strong.  These  six  solid  per- 
formers have  made  Tenneco  a  lead- 
ing diversified  industrial  company 
serving  global  markets. That's 
our  path  to  the  future.  Phone 
1-800-345-9027  for 
more  details. 


Tenneco  Gas  (pipelines)  •  J  I  Case  (farm  and  construction  equipment)  •  Newport  News  Shipbuilding  •  Tenneco  Automotive 
ftickaging  Corporation  of  America*  Albright  &.  Wilson  (specialty  chemicals) /Tenneco  Minerals 


The  Frovidence  Journal  Co.  's  chairman  and  publisher  of  the  Proridence  Jounuil,  Siephen  Ikinihleii 

Related  to  the  founding  families  by  neither  blood  nor  marriage,  he  has  nevertheless  fit  in  very  weU. 


leverage  has  never  been  the  Journal 
Co.'s  style. 

Hamblett  says  he  will  use  his  cash 
hoard  to  shop  for  newspaper  and  cable 
television  properties  to  add  to  the  sub- 
stantial holdings  Journal  Co.  already 
has.  His  timing  is  superb:  Prices  for 
both  newspapers  and  cable  systems 
are  off  their  peaks.  Says  Hamblett: 
"The  media  in  general  have  a  number 
of  players  who  arc  highly  leveraged, 
who  bought  companies  on  the  as- 
sumption that  there  would  be  hefty 
increases  in  annual  revenues  in  the 
future.  And  those  just  aren't  occur- 
ring." You  can  almost  sec  him  rub- 
bing his  hands  at  the  thought  of  dis- 
tress sales  by  overleveragcd  media 
companies. 

Not  long  before  he  died,  Michael 
Metcalf  tried  to  purchase  the  Worces- 
ter (Mass.)  Telegram  and  Gazette  (sister 
newspapers)  but  was  beaten  by  San 
Francisco's  Chronicle  Publishing  Co. 
Hamblett  is  interested  in  this  sort  of 
property:  daily  papers  in  moderate- 
size  markets  in  the  Northeast.  Also 
weeklies:  Journal  Co.  is  already  nego- 
tiating to  buy  a  chain  of  weeklies  in 
the  Washington,  D.C.  area.  Weeklies 
are  attractive,  explains  Hamblett,  be- 
cause they  can  cover  "chicken  din- 
ner" community  news  and  therefore 


attract  focused  local  advertisers,  side- 
stepping TV  competition,  since  televi- 
sion tends  to  attract  geographically 
broader  accounts. 

In  cable  tv,  Hamblett  is  not  much 
scared  by  the  double  threat  of  rc-rcgu- 
lation  and  competition  from  the  tele- 
phone companies.  "We  just  don't 
see,"  he  says,  "the  telephone  compa- 
nies rewiring  America  tomorrow." 

Hamblett,  55,  is  unrelated  to  the 
Metcalf  family,  which  has  provided 
the  Journal  Co.'s  leadership  for  most 
of  the  century.  But  he  fits  nicely  into 
the  mold.  The  son  of  a  lawyer  for  the 
Nashua  (N.H.)  Telegraph.  Hamblett 
graduated  from  Harvard  in  1957,  two 
years  after  Michael  Metcalf  did,  and 
first  signed  on  with  the  Journal  as  an 
advertising  clerk.  His  entire  career 
has  been  spent  at  the  Journal 

As  it  prepares  its  next  wave  of  ex- 
pansion, here  is  what  the  Providence 
Journal  Co.  looks  like: 

In  cable  television.  Journal  Co.  has 
around  280,000  subscribers,  clustered 
mainly  in  the  Northeast  and  south 
Florida.  Even  in  the  currently  de- 
pressed cable  market,  John  Kornrcich, 
a  general  partner  with  Sandler  Capital 
Management,  a  media  investment 
firm,  values  Journal  Co.'s  cable  opera- 
tions  at    $2,200   per   subscriber — or 


$616  million. 

Journal  Co.  owns  four  television 
stations,  including  a  pair  of  Fox  affili- 
ates in  the  Southwest.  But  its  real 
plum  is  CBS  affiliate  whas  in  Louis- 
ville, Ky.  William  J.  McCluskey,  chief 
executive  of  media  mergers  and  ac- 
quisitions specialists  Henry  Ans- 
bachcr  Inc.,  figures  whas  alone  is 
worth  around  $110  million,  and  the 
other  stations  together  are  worth  $50 
million  to  $55  million. 

The  Journal  Co.'s  newspapers  in- 
clude the  daily  morning  /o///7w/.  the 
cvcmrxg  Jounutl-liulletifi  and  the  Sutt- 
day Journal  Last  year  the  newspapers 
brought  in  $133  million  in  revenues, 
producing  a  net  profit  of  $13  million. 
That's  by  no  means  a  shabby  profit 
performance,  particularly  since  the 
Journal  (with  375  editorial  employees) 
is  one  of  the  better-staffed  dailies  of 
its  size.  Ansbacher's  McCluskey  val- 
ues the  newspapers  at  $465  million  to 
$530  million. 

Add  the  aftertax  proceeds  from  the 
cellular  sale,  and  Journal  Co.'s  break 
up  value  lies  between  $1.5  billion  and 
$1.7  billion.  That's  a  lot  of  capital. 
Does  it  make  the  company  vulnerable 
to  a  takeover?  Hardly. 

The  company's  100,000  shares  are 
spread  among  roughly  200  stockhold 
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TOYOTA  CRESSlCfi 


'Terformance  shouldn't  be 
a  luxury  in  a  luxury  can" 

Too  many  of  today's  luxury  cars  have  forsaken  performance 

for  the  more  obvious  appointments  ofhtxury.  Thankfully,  this  is  not  tiie  case 

with  the  1990  Cressida,  For  Toyota  has  combined  the  raw  power  cfCressida's 

^six-cylinder,  190-hp  engine  and  the  haruUing  agility  of  race-derived  suspension  with  an 

interior  designed  to  put  you  and  your  passengers  in  the  lap  of  performance  luxury. 

All  of  which  gives  you  the  greatest  luxury  of  all— the  comfort  of  knowing  the 

1990  Toyota  Cressida  performs  as  well  as  it  looks  and  feels. 


« 


Tbyota,  I  love  what  you  do  for  ma" 


MMM— ri  tm  ut  fnnt/tra!tniireismmttii& 
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Call  1  80U-CK>-TO5fl 
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I  dtid the  location  (. I. v.iur  ricarest 


,rc  From  Lilc      Buckle  Up'  t,  ^OTftWa  Motor  SjIo.  USA  .  In. 


^I  thought  I  ^vas  too  small  for  IBE 
they  were  too  big  for  meT 


"The  only  reason  I  called  IBM  was  to  win  half  a  buck.  That 
was  the  bet  between  me  and  my  partner.  We  needed  a  network  of 
six  PCs  and  some  software,  which  isn't  exactly  big  league,  so  I  was 
sure  IBM  couldn't  be  bothered. 

"They  came  that  afternoon. 

"And  they  not  only  knew  our  business,  they  bent  over  back- 
wards to  win  it.  The  only  thing  they  didn't  understand  was  why 
I  wanted  to  lower  the  price  by  fifty  cents." 

The  Solution.  At  IBM,  smaller  businesses  are  big  busi- 
ness indeed.  In  fact,  we  have  teams  of  specialists  devoted  to  help- 
ing smaller  companies  find  the  right  solutions  at  the  right  price. 

Their  proposals  are  clear  and  concise,  and  they'll  arrange 
for  a  demonstration  so  you  can  see  exactly  how  your  solution 
will  work.  They  can  also  offer  financing  that's  very  competitive. 

Some  people  think  they're  too  small  for  IBM,  but  we're  a 
lot  bigger  than  that.  For  information  about  IBM  and  small 
business,  or  to  arrange  for  an  ZHZIZ^^Z,  , 

IBM  marketing  representative  to  call  z,    =Z   ZZZ 

you,  call  us  at  1  800  IBM  6676,  ext.  977.        =  =?=  T 
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Since  Dreyfus 

Worldwide  began,  it 

has  offered,  cumulatively, 

the  highest  yield  of  any 

money  market  fund^ 

The  Special  Offer  and  monthly 

compounding  provide  you  with  this 

especially  high  yield. 

And  that's  good  news  if  you  want  to  earn  more 
on  your  money  today— without  locking  it  up. 


Dreyfus  Special  Offer 

For  a  period  of  time,  the  usual  management  fee 
is  being  waived.  Call  for  details! 


For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  you  invest  or  send  money 

1-800-782-6620 

"^R^l^  Ask  for  Extension  2455 

.yireyfuS  worldwide  Dollar 

P.O.  Box  3498,  Camden,  Nj  08101      Moncy  Market  Fund,  Inc. 

'Source:  IBC/Donoghue's  Money  Fund  Report  for  the  period  2/23/89  through 4/30/90. 
Reflects  the  absorption  of  certain  Fund  expenses  which  may  be  terminated.  Yield  fluctuates. 
Past  performance  is  no  guarantee  of  future  results.  o«7-oo8 


A  First  in  Foreign  Investing 

The  Brazil  Fund,  Inc.  is  a  closed-end 
investment  company  seeking  long-term 
capital  appreciation  through  investment  in 
securities,  primarily  equities,  of  Brazilian 
issuers.  It  is  the  first  vehicle  for  investing 
in  Brazilian  securities  publicly  offered  in 
the  U.S. 

This  Fund,  whose  shares  are  listed  on  the 
New  York  Stock  Exchange,  is  managed  by 
Scudder,  Stevens  &  Clark,  Inc. 


For  a  copy  of  the 
latest  report, 
please  write: 


The  Brazil  Fund,  Inc. 
c/o  The  Scudder  Funds 
P.O.  Box  9046,  Dept.  160 
Boston,  MA  02205-9046 

SCUDDER 
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ers.  Control  of  the  company  has  long 
been  consolidated  through  the  vehicle 
of  a  voting  trust  established  in  the 
mid-1950s.  The  trust  now  holds  64% 
of  all  voting  shares,  and  with  time  has 
devised  ever  more  ingenious  methods 
for  cementing  its  control. 

Any  shareholder  who  wants  to  sell 
must  offer  his  stock  first  to  the  com- 
pany, which  has  a  right  of  first  refusal. 
And  therein  lies  the  rub.  If  the  stock  is 
priced  too  low,  shareholders  grumble. 
If  the  stock  is  priced  too  high,  the 
company  will  spend  too  much  of  its 
resources  buying  back  stock,  and  not 
enough  buying  more  media  proper- 
ties. Finding  a  price  that  is  just  right  is 
no  easy  matter,  and  has  led  to  hard 
feelings. 

Consider  the  fact  that  in  1987  the 
Providence  Journal  Co.  was  able  to 
buy  back  8%  of  its  own  stock  from  a 

A  hanJker  stiffens  his  lip  in 
Just^ing  the  sale,  **One  oj 
the  disadvanttiges  of 
owning  stock  in  a  privately 
held  company  is  that  you 
don*t  necessarily  realize 
your  prorated  share  of  the 
full  asset  value/* 

charitable  trust  shareholder  for  just 
$33  million.  That  translates  into  a 
$413  million  valuation  on  the  compa- 
ny— little  more  than  half  what  the 
cellular  sale  alone  generated. 

Why  did  the  seller  settle  for  so  lit- 
tle? The  Fleet  National  Bank  is  trust- 
ee for  the  charitable  trust.  William 
Mutterperl,  a  senior  vice  president 
and  general  counsel  at  Fleet/Norstar 
Financial  Group  (the  bank's  parent 
holding  company),  stiffens  his  lip  in 
justifying  the  sale.  "We  were  very 
pleased  with  the  price  we  got  at  the 
time.  .  .  .  One  of  the  disadvantages  of 
owning  stock  in  a  thinly  traded,  pri- 
vately held  company  is  that  you  don't 
necessarily  realize  your  prorated 
share  of  the  full  asset  value." 

But  not  all  sellers  of  Journal  Co. 
stock  are  so  docile.  In  early  1988  a 
group  of  ten  shareholders  who  sold 
stock  between  1983  and  1986  threat- 
ened to  sue  on  grounds  they  had  not 
gotten  full  value  for  their  shares.  The 
shareholders  claimed  the  company 
supplied  neither  sufficient  informa- 
tion nor  a  sufficiently  liquid  market. 
Journal  Co.  disputed  the  claims  but 
settled  out  of  court  later  that  year,  for 
an  undisclosed  sum. 

In  late  1988  Journal  Co.  made  a  new 
offer  of  $18,000  a  share  to  holders  of 
50  or  fewer  shares.  With  28,600  shares 
outstanding  at  the  time  (the  stock  has 
since  been  split),  this  valued  the  Jour- 
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^^^s,  I  do  travel  light. 
But  then  our  meeting  is  in  St.Louis?^ 


If  the  biggest  thing  to  come  out  of  your 
meeting  is  the  price  tag,  you  haven't  had  a  good 
meeting. 

St.  Louis  knows  how  to  keep  prices  in  line. 
Your  per  diem  costs  in  Chicago  would  be  42% 
higher,  in  Atlanta  24%  higher,  and  in  New 
York  your  meeting  could  cost  twice  as  much. 

Our  attitude  is,  anything  they  can  do  we 
can  do.  But  it's  less  expensive.  Our  hotels  are 
just  as  grand.  Our  restaurants  are  some  of  the 
finest.  Our  night  life  sizzles  with  excitement. 
Most  important,  our  meeting  facilities  are  the 


best  you'll  find  anywhere. 

Even  getting  to  St.  Louis  is  reasonable 
because  of  our  convenient,  central  location  and 
excellent  airport  service. 

There's  much  more  that  makes  St.  Louis 
your  ideal  meetingplace.  We've  put  it  all 
together  in  our  new  1990  Meeting  Planner's 
Guide.  To  get  your  copy,  and  help  in  arranging 
your  meeting,  clip  and  mail  the  coupon  below, 
or  call  John  Gerard  at  1-800-325-7962. 

We  might  not  be  able  to  lighten  your  lug- 
gage, but  we  can  take  a  load  off  your  budget. 


I     John  Gerard,  St.  Louis  Convention  &  Visitors  Commission, 
'     10  S.  Broadway,  St.  Louis,  MO  63102,  (or  call  1-800-325-7962) 
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Dear  John  Gerard:  Please  send  me  the  new  1990  Meeting  Planner's  Guide  To  St.  Louis. 
Name: Title: 


Organization: 

Address: 

City: 

State: 

Zip: 


Telephone: 


(       ) 


L 


Stiouis 
IheNeetinafilace 


St.  Louis  Convention  &  Visitors  Commission 


J 
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Charlotte  Metcalf,  Midxiel  Metcalfs  widow 

"Out  common  goal  is  to  help  the  Journal  keep  its  independence.* 


nal  Co.  at  $515  million.  How  could  a 
company  with  $1.5  billion  in  assets  be 
valued  so  low?  One  clue  comes  from 
Richard  Witmer,  partner  at  Brown 
Brothers  Harriman,  which  conducted 
an  appraisal  of  the  company.  Says  he  of 
the  apparent  discrepancy  in  values: 
"We  take  into  account  the  restrictions 
on  the  transfer  of  the  stock  and  the  very 
limited  marketability  of  the  stock." 

Hamblett  adds  that  because  the  Jour- 
nal Co.  is  not  for  sale,  breakup  valua- 
tions do  not  apply.  In  short,  the  compa- 
ny realizes  market  prices  on  its  asset 
sales  but  is  able  to  repurchase  its  stock 
at  a  sharp  discount  to  asset  value. 

Whatever  the  rationale,  paying  less 
for  the  stock  than  the  company's 
breakup  value  clearly  helps  the  com- 
pany's value  grow.  Think  of  it  this 
way:  The  Journal  Co.  retired  more 
than  3,000  shares  in  the  last  year  at  a 
cost  of  $18,000  a  share,  or  $54  mil- 
lion. But  to  judge  from  recent  asset 
sales  prices,  those  shares  actually  rep- 
resent underlying  value  of  three  times 
that  amount.  So  the  company  in  effect 
saved  over  $100  million,  which  can 
now  be  reinvested  in  cable  and  news- 
paper properties. 

Minority  shareholders,  prevented 
from  realizing  full  value  for  their 
shares,  have  forced  many  an  old-line 


company  to  sell  to  outsiders.  That's 
what  happened  to  the  Bingham  fam- 
ily's Louisville  Courier-Jounud.  It 
could  happen  in  Florida  with  the  St. 
Petersburg  Times  (Forbes,  Apr.  2).  It 
won't  happen  in  Providence,  howev- 
er. The  Metcalfs,  Sharpes,  Danforths 
and  a  handful  of  nonfamily  sharehold- 
ers are  in  firm  control  for  the  foresee- 
able future.  Fiere's  why: 

New  shareholders  are  asked  to  sur- 
render voting  rights  to  the  voting 
trust.  In  1987  a  new  class  of  stock  was 
created.  One  of  the  new  shares — a 
Class  A — carries  one  vote.  The  oth- 
er— a  Class  B — carries  four  votes.  If  a 
shareholder  sells  Class  B  stock  to  any- 
one but  his  direct  descendants,  it  re- 
verts to  Class  A  status,  thereby  assur- 
ing the  relative  discnfranchisement  of 
outsiders. 

In  other  words,  no  one  can  take  over 
this  media  company  unless  the  con- 
trolling families  consent.  Forbes 
talked  to  several  family  members. 
They  all  made  it  clear  that  consent 
will  not  be  forthcoming. 

Asked  if  she  would  be  tempted  to 
sell  her  stock  in  the  event  of  a  high- 
priced  tender  offer,  Pauline  Metcalf, 
the  late  Michael  Metcalfs  sister, 
sniffs:  "I  simply  cannot  understand 
the  idea  of  people  whose  greed  is  such 


they  will  succumb  to  any  offer."  Hel- 
en Buchanan,  a  first  cousin  of  Michael 
Metcalf  (and  once  married  to  John 
Watkins),  agrees:  "I  wouldn't  sell  [at 
two  or  three  times  the  current  ap- 
praisal value  of  Journal  Co.  shares]." 

A  dignified  and  articulate  woman  of 
impressive  bearing,  Charlotte  Metcalf 
is  the  widow  of  Michael  Metcalf  and  a 
mother  of  three.  She  says  inquiries 
about  the  company's  availability  fol- 
lowing her  husband's  death 
"alarmed"  her;  since  then,  she  adds, 
Metcalf  family  shareholders  in  Provi- 
dence have  drawn  closer.  "It  certainly 
appears  that  we  are  in  unanimity 
around  those  shares,"  says  she.  "Our 
common  goal  is  to  help  the  Journal 
keep  its  independence." 

"There  are  not  that  many  indepen- 
dent papers  that  have  been  able  to 
survive  in  this  country,"  she  adds. 
"No  one  was  ever  more  aware  of  that 
than  Michael  Metcalf  and  his  board. 
And  I  think  the  family  is  aware  of 
that,  too." 

With  that  kind  of  solid  support  be- 
hind him.  Chairman  Hamblett  can 
concentrate  on  putting  that  pile  ot 
cash  to  work  buying  more  cable  xv 
and  newspapers.  Move  over,  Gannett, 
Dow  Jones,  Knight- Riddcr.  Here 
comes  the  Providence  journal  Co.  ■ 
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WE'VE  GOT 

TO  STOP 

TREATING 

lUR  GARBAG 

LIKE 
GARBAGE. 


e  bottle  may  be  empty,  yet 
it's  anything  but  trash.  In  fact,  this 
empty  bottle  is  actually  full  of 
potential.  Thanks  to  recycling. 

Over  20%  of  all  plastic  soft   , 
drink  containers  are  already     f 
being  recycled  into  additional 
consumer  and  industrial  products 
and  the  demand  for  recycled     i 
plastic  is  growing. 

At  DuPont,  we're  making  sure 
this  growth  continues.  Together 
with  Waste  Management  Inc., 
we've  pioneered  the  country's 
largest  and  most  comprehensive 
plastic  recycling  program.  In  this, 
its  first  year,  the  operation ^ill 
recycle  more  than  80  million     ^ 
pounds  of  plastic. 

With  recycling,  we  believe  thaf 
plastic  will  be  increasingly  appre- 
ciated for  filling  valuable  human, 
needs  instead  of  valuable  land.  1 

At  DuPont,  our  dedication  to 
quality  makes  the  things  that  make 
a  difference.  f 


KPONJ 


BETTER  THINGS  FOR  BETTER  LIVING. 


dates  to  the  mid-19th  century,  hut  its  man- 
agement is  strictly  state  of  the  art. 

How  do  you  say 

''tape  measure" 

in  Chinese? 


By  Steve  Weiner 


As  IF  Sears,  Roebuck  &  Co. 
doesn't  have  enough  trouble, 
i  its  perennially  strong  Crafts- 
man tools  business  is  under  blistering 
attack.  The  aggressor:  the  147-year- 
old  tool  and  hardware  mak- 
er Stanley  Works,  of  New 
Britain,  Corm. 

In  the  last  six  years. 
Sears'  red,  white  and  black 
Craftsman  line  has  in- 
creased its  claimed  share  of 
the  consumer  tool  business 
from  26%  to  34%.  That's 
good,  but  Stanley's  yellow- 
and-black  tools  have  appar- 
ently done  even  better.  In- 
dustry sources  say  Stanley's 
share  approximates  that  of 
Sears  in  many  consumer 
tool  lines,  and  is  much  larg- 
er in  higher-grade  industrial 
and  professional  imple- 
ments, where  Sears  has  lit- 
tle presence.  Stanley's  sales 
have  nearly  doubled  since 
1985,  to  $2  billion  last  year. 
Profits,  a  record  $118  mil- 
lion ($2.71  a  share)  last 
year,  have  increased  nearly 
as  rapidly  as  sales.  Stanley's 
first-quarter  1990  profits 
sagged  7%,  but  Richard 
Ayers,  chairman  and  chief 
executive  officer,  says  the 
company  should  finish  the 
year  with  record  earnings. 

Stanley  may  be  nearly 
150  years  old,  but  its  man- 
agement is  very  late  20th 
century.  Stanley's  rapid 
growth  results  from  two 
things:  an  unusually  intelli- 
gent strategy  for  acquiring 
other  toolmakers,  and  an 
understanding  that  even 
the   market   for  hammers 


and  saws  is  global.  Last  year  nearly 
one-third  of  this  old-line  New  En- 
gland company's  revenues  and  profits 
was  earned  overseas. 

Of  Stanley's  acquisitions,  John 
Doak,  a  vice  president  at  Easco  Hand 
Tools  Inc.,  says:  "They  are  known  for 


New  England  toolmaker  Stanley  Works  l'3/''iong-'Je'rm'vL^^^ 

more  than  what  a  company  is  worth 
today,  but  if  you  look  at  it  ten  years 
out,  you'd  think  it  was  a  bargain." 

Example:  Stanley  paid  nearly  $97 
million — a  steep,  in  this  business,  I  Vi 
times  sales — to  purchase  National 
Hand  Tool  Corp.  of  Dallas,  and  a  re- 
lated concern,  Chiro  Tool  Manufac- 
turing Corp.  of  Taiwan,  in  1986.  The 
purchase  gave  Stanley  a  strong  posi- 
tion in  the  do-it-yourself  market  for 
sockets  and  wrenches.  It  also  nicely 
complemented  two  other  acquisi- 
tions— MAC  Tools  Corp.,  the  number 
two  supplier  of  high-end  mechanic's 
tools,  and  Proto  Industrial  Tools,  a 
maker  of  industrial  implements. 

About  half  of  Stanley's  sales  last 
year  came  from  21   companies  pur- 
chased during  the  1980s.  Ayers,  47,  an 
engineer  who  rose  through  the  ranks 
to  become  chief  executive  officer  in 
1987  and  chairman  last  year,  prom- 
ises to  keep  up  the  pace.  As  Ayers  put 
it  at  the  company's  annual  meeting  in 
April:  "We  will  continue  to 
look  for  acquisitions  that 
can  strengthen  businesses, 
add   products   and   market 
opportunities  and  make  a 
financial  contribution." 

Ronald  Gilrain,  a  Stanley 
vice  president,  says  a  major 
reason  Stanley  wanted  Na- 
tional Hand  Tool  and  Chiro 
was  for  their  Taiwan  fac- 
tories. "In  the  next  ten 
years,  we  expect  that  the 
largest  growth  area  will  be 
in  the  Pacific/Asian  area," 
says  Gilrain.  "To  be  effec- 
tive, we  needed  that  kind  of 
competitive  presence." 
With  these  assets,  he  says, 
"we  believe  we  are  the  larg- 
est manufacturer  of  hand 
tools  in  Taiwan."  Else- 
where, Stanley  has  factories 
spread  liberally  throughout 
Europe,  South  America  and 
Australia. 

If  the  global  mentality  is 
a  big  advantage  for  Stanley, 
Scars  also  enjoys  advan- 
tages— its  850  stores  and 
decades  of  advertising 
Craftsman's  lifetime  guar- 
antee. Stanley  has  no 
stores,  just  well-made,  rea- 
sonably priced  tools  that 
arc  sold  through  tens  of 
thousands  of  hardware 
stores,  lumberyards,  home 
centers  and  discount  stores. 
Constantly  polishing 
Stanley's  brand  image  is 
crucial.  Ayers  and  his  prc- 


Stanley  Works'  Richard  Ayers  and  research  colleague 
Even  in  tools,  thinking  global  ia  a  big  advantage. 


96 


FORBES,  JUNE  25,  1990 


irS  SIARTING  TO  SOUND  UKE 


^ 


Its  curious. 

Mercedes-Benz  claims  to  be  engineered  like  no  other  car  in  the  world. 
Yet  recently,  they  ve  spent  millions  of  dollars  emphasizing  such  attributes  as 
safety,  durability,  and  longevity 

Qualities  long  associated  with  another  car  maker 

Volvo. 

Which  is  why  if  youVe  been  thinking  about  buying  a  Mercedes,  you  d 
do  well  to  consider  a  Volvo  760.  Like  all  Volvos,  the  760  embodies  all  the 
traditional  Volvo  values. 

Its  tough,  durable,  and  above  all,  its  built  with  your  safety  in  mind. 

But  the  760  also  provides  a  level  of  luxury  found  in  few  cai^  on  the 
road  today  From  its  automatic  climate  control  to  its  six  speaker  high-output 
sound  system,  virtually  every  conceivable  comfort  is  standard. 

In  short,  the  Volvo  760  is  engineered  to  be  everything  a  Mercedes  is. 
And,  clearly,  everything  a  Mercedes  wants  to  be.         \rOTJ\iro 

CAlL^0LLFRiEf0R\0m,yp^0fl9SKl\/OL\/OS   ■t-800-Z2\-9\36.t  1990  VOLVO  NORTH  AMERICA  CORPORATION.  /^  CLIP  VOU  Cclll   bclieVe  111. 


In  Alabama,  we  know  that 

nothing  can  kill  a  business 

fester  than  a  nuisance  lawsuit 


Blue  Cross  and  Blue  Shield  of  Alabama  co  sponsored  ihis  ad  with  ihc  State  o/Alabiima 


Unfortunately,  too  many  lawsuits  brought  against  businesses  today  are 
motivated  not  by  the  desire  for  justice  or  fair  compensation,  but  by  greed. 

In  Alabama,  our  tort  reform  package  greatly  limits  a  business's  liability  for 
the  wrongful  acts  of  its  employees  or  agents.  It  also  limits  recovery  of  damages 
to  proven  cases  of  deliberate  fraud,  oppression,  wantonness  and  malice. 

Tort  reform  is  just  one  example  of  how  Alabama  encourages  economic 
growth.  We  invite  you  to  call  or  v^ite  for  more        gyj     gy  j^  A  IV  /f  A 
information.  In  the  meantime,  there  v^ll  still  be      /\l  y\rj/\IVI/\ 
nuisance  lawsuits  in  the  world.  But  in  Alabama,     j^u^    rr^nt  ^ntiin<::p 
tort  reform  makes  them  less  of  a  pain  in  the  neck.  ^  ^'^  kjICUl  ouipiloc. 


Alabama  Development  Office,  State  Capitol,  Montgomery,  AL  36130.  Call  Tbli  Free  I  800  248  0033 
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decessor,  Donald  Davis,  spared  little 
expense  in  improving  even  the  most 
basic  of  Stanley's  tools.  A  perfect  ex- 
ample are  the  hundreds  of  all  but  un- 
detectable improvements  Stanley  has 
built  into  its  "Powerlock"  retractable 
metal  tape  rule,  introduced  25  years 
ago.  To  check  accuracy,  Stanley  now 
uses  a  laser-beam  device  that  mea- 
sures the  tape's  length  to  within  a  few 
thousandths  of  an  inch.  Even  if  the 
typical  carpenter  works  to  sixteenth- 
of-an-inch  tolerances,  such  precision 
helps  create  a  highly  professional  im- 
age for  all  Stanley  tools.  Notes  Robert 
Schanbacher,  hand  tool  buyer  for  K 
mart  Corp.'s  2,200  discount  stores: 
"Outside  of  Sears,  Stanley  is  the  brand 
most  recognized  by  consumers." 

Is  Sears  retreating  from  Stanley's 
attack?  Not  on  your  life.  Stanley's 
acquisitions  have  forced  Sears  to  re- 

**They  are  hnownfor 
having  an  open  cfiecfcboolc 
and  an  extremely  long-term 
view*  They  pay  more  than 
what  a  company  is  worth 
today,  but  ^you  look  at  it 
ten  years  out,  you*d  think  it 
was  a  bargain," 

spond.  Last  year,  when  Vermont 
American  Corp.,  a  maker  of  hand 
tools  and  drill  accessories,  was  sold 
to  a  joint  venture  owned  by  St.  Lou- 
is-based Emerson  Electric  Co.  and 
West  Germany's  Robert  Bosch 
GmbH,  a  maker  of  industrial  and 
consumer  gear,  there  was  a  silent 
partner  and  purchaser  of  $5  million 
in  preferred  stock:  Dean  Witter 
Reynolds  Inc.,  the  Sears-owned  in- 
vestment bank.  Sears  officials  ac- 
knowledge that  they  played  a  strong 
hand  in  the  purchase  by  Emerson, 
which,  like  Vermont  American,  is  a 
major  Sears  supplier.  Says  one  in- 
vestment banker  close  to  the  Emer- 
son deal:  "There's  a  sense  at  Sears 
that  Stanley  has  them  surrounded." 

Sears  denies  that  in  supporting  Em- 
erson it  worked  to  thwart  Stanley.  Yet 
so  great  is  the  antipathy  that  last  year, 
during  a  shortage  of  screwdrivers  and 
hammers.  Sears  wouldn't  turn  to 
Stanley  for  supply.  And  despite  wide- 
spread addition  of  brand-name  goods 
in  its  stores.  Sears  says  it  won't  stock 
Stanley-brand  tools — even  though 
Gilrain  says  Stanley  would  welcome  a 
test  in  the  Sears  stores. 

"You  don't-  feed  your  archrival," 
says  one  tool  company's  executive  of 
the  battle.  "If  Sears  is  General  Motors, 
then  Stanley  is  Ford."  Sears  will  be  no 
pushover.  But  smaller  and  persistent 
Stanley  is  equally  hard  to  beat.  ■ 
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Not  AU  Blue  Chip 
Investments 
Are  Blue. 


Find  out  why  Merrill  Lynch,  Shearson, 
Kidder  &  Peabody  are  buying  Certified 

Rare  coins. 

Call  or  write  for  your  free  fact  kit  today! 


East  Coast 

Branch  Office 

1-800-234-8566 

William  J.  Lewis 


Jack  Ehrmantraut's 

Numismatic  Investment  Group 

P.O.  Box  796383 

Dallas,  TX  75379 

1-800-456-8961 

"We  get  results  for  investors  " 


West  Coast 
Branch  Office 
1-800-688-8922 
Rick  Maestre 


HOW  TO 

CHOOSEATAX'FREE 

PORTFOLIO 


STEP  1:  CONSIDER 
YIELD  POTENTIAL.  In  a 

bond  fund,  other  things  being  equal, 
lower  costs  mean  higher  yields.  The 
Vanguard  Municipal  Bond  Fund  has 
virtually  the  lowest  operating  costs 
in  the  industry:  0,27  of  1%*— with  no 
commissions,  no  fees.  Minimum 
investment  $3,000. 

STEP  2:  CHOOSE  MATURITY  LEVEL. 

The  longer  the  average  maturity 
length  of  the  bonds,  the  higher  the 
maricet  volatility— and  potential 
returns. 

Vanguard  offers  you  two  short- 
term  portfolios  for  lowest  risk;  two 
intermediate-term  portfolios  for 
higher  yields  with  some  volatility; 
thJee  long-term  portfolios  for  high- 
est yield  potential. 

STEP  3:  CALL  1-800-662-SHIPfor 

our  free  Tax-Free  Investing  Kit. 

*Lipper  Directors'  Analytical  Data, 
First  Edition  1990 


I 1 

Please  send  me  the  free  Vanguard 
Tax-Free  Investing  Information  Kit, 

I  understand  the  Kit  contains  a  pro- 
spectus with  more  complete  infor- 
mation on  the  Vanguard  Municipal 
Bond  Rmd,  including  advisory  fees, 
distribution  charges  and  other 
expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money 

Vanguard  M unicipa'  Bond  Fund 

P.O.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name 


Address - 


City- 


State. 


Home  Phone  L 

(95) 


-Zip. 

) 


FBGO-176 
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The  Larger  Context 


By  Michael  Novak 


I  The  worst  threat  to  the  world's  emerging 
j  democracies  is  not  inflation  or  unem- 
ployment as  the  pundits  seem  to  think. 

EASTERN  EUROPE'S 
MORAL  POLLUTION 


exists.  Some  critics  insist  the  dam- 
age done  by  communism  is  so  deep 
that  the  transition  will  take 
generations. 

Where  I  differ  from  the  tv  pundits 
is  that  I  doubt  inflation  or  unem- 
ployment will  disillusion  people 
with  capitalism.  But  I  fear  envy  may, 
as  some  succeed  more  than  others. 

Consider  this.  Communism  in 
Central  Europe  meant  isolation 
from  the  rapid  progress  made  in 
Western  Europe  since  World  War  II; 
it  meant  remaining  trapped  in  a 
primitive  technology  of  daily  life, 
but  it  also  meant  something  far 
more  damaging. 

For  those  bom  since  1945,  the 
habits  that  constitute  the  tradition 
of  private  property,  markets  and 
creativity  have  been  blotted  out. 
These  were  habits  built  up  over  cen- 
turies, with  insights  and  tacit  un- 
derstandings accumulated  down  the 
ages.  Two  generations  in  Eastern 
Europe  have  never  experienced  pri- 
vate property,  free  contracts,  mar- 
kets or  inventive  enterprise;  the 
skills  are  gone. 

Communism  mandated  lethal  in- 
jections of  envy  in  every  man,  wom- 
an and  child.  People  were  taught  by 
communist  regimes  to  despise 
those  who  get  ahead,  and  to  pull 
them  down.  They  were  not  taught 
that  envy  is  a  cardinal  sin;  they 
were  told  that  it  is  the  first  of  the 
virtues;  they  were  taught  to  call  it 
"justice"  and  "equality."  The  spiri- 
tual air  of  Central  Europe  is  pollut- 
ed by  this  poison. 

There  is  even  a  joke  in  Central 
Europe  about  envy:  The  French- 
man, given  a  last  wish  before  being 
sentenced  to  death,  wishes  for  a 
weekend  in  Paris  with  his  mistress; 
the  Englishman   chooses  to  walk 


On  television,  reporters  keep  telling 
us  that  becoming  capitalist  will 
cause  communist  countries  great 
suffering:  unemployment,  inflation. 
Are  the  tv  news  stars  confusing  cap- 
italism with  dentistry? 

Maybe  because  they  themselves 
are  surfeited  with  material  rewards, 
some  journalists  have  given  little 
thought  to  capitalism's  advan- 
tages— full  shelves,  goods  of  true 
quality,  rapidly  growing  incomes, 
the  excitement  of  watching  a  mil- 
lion  acts    of   creation    every    day. 

They  don't  seem  to  understand 
that  millions  of  workers  in  commu- 
nist countries  who  currently  work, 
on  average,  one  productive  hour  a 
day  on  their  featherbedding  jobs 
would  rather  use  their  brains  and 
hands  honestly,  and  take  home  an 
honest  day's  pay. 

I'm  not  denying  that  the  great  dra- 
ma unfolding  in  Central  Europe — 
particularly  in  Czechoslovakia,  Po- 
land and  Hungary — may  end  badly. 
No  countries  in  history  have  ever 
made  the  transition  from  commu- 
nism to  a  free  society.  No  road  map 


Philosopher,  journalist  and  ex-US.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  Among  his 
recent  hooks  are  Taking  Glasno.st  Seriously 
and  Free  Persons  and  the  Common  Good. 


quietly  with  his  setter  in  the  coun- 
tryside; the  Russian  wishes  that  his 
neighbor's  barn  will  bum  down. 

Throughout  Central  Europe  the 
laughter  that  follows  on  this  story  is 
bittersweet.  These  have  become  the 
homelands  of  envy.  They  face  no 
task  more  important  to  the  future 
than  defeating  this  most  deadly  of 
all  the  social  vices. 

Needs  are  so  great,  it  is  virtually 
certain  that  some  persons  of  unusu- 
al enterprise,  energy  and  even  luck 
are  going  to  begin  succeeding  spec- 
tacularly in  Central  Europe.  Some 
small  businesses  will  grow  very 
large.  Some  venture  capitalists  with 
"green  thumbs"  will  see  project  af- 
ter project  ^  blossom  luxuriantly. 
When  some  among  those  who  suc- 
ceed turn  out  to  be  former  dissi- 
dents, their  fellow  citizens  who  suc- 
ceeded far  less  well  will  be  bound  to 
feel  spasms  of  envy.  And  when 
some  ex-communists  visibly  suc- 
ceed, the  popular  revulsion  may  be 
too  much  to  bear. 

To  avoid  social  self-destruction, 
then.  Central  Europeans  need  to 
learn  to  tame  envy.  They  need  to 
encourage  one  another  to  succeed. 
They  need  to  praise  and  honor  those 
who  do.  They  need  a  thousand  Ho- 
ratio Alger  stories  in  the  press.  Re- 
spect for  success  must  sweep  these 
cultures  like  a  hit  rock  tune. 

Even  clergymen  in  Central  Eu- 
rope, held  by  brute  force  away  from 
contact  with  the  West  for  over  40 
years,  need  to  learn  not  to  denounce 
success  but  to  praise  it.  Moral  ener- 
gy should  not  be  focused  on  repress- 
ing material  success  but  on  teach- 
ing people  how  to  use  it  wisely. 

At  this  point,  practically  every- 
body in  Central  Europe  recognizes 
that  democracy  alone  is  not  enough. 
What  good  is  it  to  elect  officials  if 
economic  conditions  for  the  poor  do 
not  improve?  The  poor  will  love 
democracy  only  if  they  can  see 
steady,  incremental  improvement 
in  their  condition.  To  get  that  im- 
provement they  must  stop  resent- 
ing other  people's  success. 

The  road  to  capitalism  is  moral;  it 
requires  a  larger  moral  vision  than 
the  sterile  envy  socialist  societies 
encourage.  (Under  the  name  "cov- 
etousncss,"  God  Himself  forbade 
envy  twice  in  ten  commandments.) 
Thus,  utterly  necessary  to  capital- 
ism's success  is  the  vanquishing  of 
envy.  To  defeat  envy  is  the  first 
order  of  spiritual  business  in  Cen- 
tral Europe.  So  far,  too  few  sec  just 
how  vicious  envy  is.  ■ 
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Liquid  Telephone 


Common  Battery 


1910 

Candlestick  Desk  Set 


What  does  AK^  know  about  fax  machines? 


Acmally,  We've  been  developing  our  fax  expertise  for 
over  one  hundred  years. 

It  all  began  with  the  "liquid  telephone."  Since  then, 
we've  been  at  the  forefront  of  evolving  communications 
technology.  (In  fact,  we  introduced  the  first  commer- 
cial fax  in  1924  to  send  photographs  from  the  national 
conventions  in  Cleveland  to  other  U.S.  cities.) 


So,  is  it  any  wonder  that  AT&T  has  just  the  right  fax 
machine  for  your  business?  Our  complete  line  includes 
our  new  Personal  Fax:  the  first  and  only  two-line  tele- 
phone with  full-featured  fax  capability  So  you  can  talk 
and  fax  at  the  same  time. 

If  you  really  want  to  know  what  AT&T  knows  about 
faxes,  pick  up  the  phone.  Call  1 800  247-1212,  Ext.  546. 


AT&T 

The  right  choice. 


©1990  AT&T 
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Despite  the  optimism  of  the  guidebook, 
it's  tough  to  get  around  London  with  just  5 
pounds  in  your  pocket.  But  thanks  to  Sony, 
it's  easy  to  take  in  London  with  less  than 
2  pounds  in  your  hands. 

Handycam. 


In  fact,  the  Sony  Handycam"  CCD-TR5, 
the  world's  smallest  and  lightest  camcorder, 
weighs  a  scant  1  lb.  12  ounces.*  But  as 
convenient  as  it  is  to  pack,  it's  also 
conveniently  packed  with  features. 

Wherever  you  go  with  yourTRS,  you 
hove  the  luxury  of  2  hours  of  recording 
time  and  4  hours  of  playback  instantly  on 


any  TV.'  What's  even  more  remarkable  is 
the  way  you  can  catch  all  the  action.  And 
how  simply 

There's  auto  focus,  auto  iris  and  auto 
white  balance.  So  you  con  effortlessly  cap- 
ture subjects  or  even  the  Queen  herself. 
Plus  0  6:1  power  zoom  lens  to  preserve  a 
panorama  of  Buckingham  Palace,  or  the 


©  Copyright  1990  Sony  (oipototion  of  Amenco  All  rights  leseived  Sony  Hondytom.  Flying  [loie  and  Edit  Saaich  oi«  tiodtmorliN  ol  Sony 


J 
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smile  of  your  6  year  old  in  front  of  it. 

We've  also  seen  to  it  that  you  can  shoot 
inside  the  Tower  of  London  with  amazing 
4  lux  low  light  sensitivity  Stop  the  flight 
of  0  cricket  ball  with  a  6-speed  shutter  that 
responds  up  to  1/4000  of  a  second.  Or  title 
and  dote  your  videos  with  Digital  Superim- 
posing. And  the  Sony  Handycam  TR5  even 

Without  tope  or  bottery.  'NTSC  Americon  Stondord. 


has  Edit  Search™  for  on-site  editing  and  a 
Flying  Erase™  head  for  glitch-free  scene 
transitions. 

It  all  adds  up  to  a  camcorder  that  does 
everything  the  big  ones  do.  Pound  for  pound 


As  I  See  It 


U.S.    Treasury  Secretary  Nicholas  Brady 
says  he's  much  impressed  by  Honduras' 
new  president,  Rafael  Leonardo  Callejas. 
After  talking  with  the  young  agricultural 
economist,  ifs  easy  to  see  why. 

Tes,  we  have  good 
bananas 


By  Patriee  Daggan 


How  WOULD  YOU  LIKE  tO  Step  illtO  3 
situation  like  this: 
"I  found  a  covmtry  with  no  com,  no 
oil  and  no  dollars,"  says  Honduran 
President  Rafael  Callejas.  Unemploy- 
ment  was   28%,    underemployment 


much  higher.  Inflation  approached 
4%  a  month.  Foreign  debt  was  nearly 
$1,000  per  capita  in  a  country  where 
per  capita  income  is  $525  a  year.  "The 
short-term  foreign  exchange  obliga- 
tions of  Honduras  were  I'A  times 
yearly  exports." 
That    was    the    situation    Callejas 


found  himself  in  in  January  when  he 
became  president  of  Honduras,  the 
tiny  Central  American  country  bor- 
dering Guatemala,  El  Salvador  and 
Nicaragua.  Relaxing  in  the  living 
room  of  his  unpretentious  red  stone 
house  in  an  upper-middle-class  sec- 
tion of  his  capital  city,  Tegucigalpa, 
Callejas  spoke  about  his  plans. 

Callejas  represents  a  new  breed  of 
Latin  American  political  leader,  com- 
ing from  neither  the  demagogic  left 
nor  the  repressive  right.  In  an  area 
that  has  bred  notorious  dictators  like 
Daniel  Ortega  and  Anastasio  Somoza, 
Callejas  is  a  breath  of  fresh  air.  He's  a 
free  enterprise  pragmatist. 

Until  recently,  a  Central  American 
politician  in  Callejas'  position  would 
have  blamed  his  country's  ills  on  ex- 
ploitation by  industrialized  nortea- 
mericanos,  and  then  gone  about  busi- 
ness as  usual — more  freeloading  jobs, 
import  licenses  for  friends,  handouts 
to  the  army,  and  higher  tariffs  to  "pro- 
tect" the  faltering  economy  from  the 
outside  world.  Whether  he  called 
himself  a  capitalist  or  a  communist, 
his  prescription  was  the  same:  more 
state  intervention  in  the  economy. 

But  Latin  American  countries  are 
stirring.  First  in  Mexico  and  now  in 
Chile  and  Brazil,  political  economists 


Bill  Gemilc/Piciure  Group 


Honduras'  capital  city,  Tegucigalpa 

**We  want  to  be  a  banana  republic  in  a  positive  way.  We  want  to  produce  the  beat  bananas  in  the  worlAV 
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There  is  an  82%  higher 
attention  ^  in  presentations 

tnat  use  color; 


Barbara  Champney 

Author  of  "A  Ten  Minute  Guide 
To  A  More  Productive  Office" 

Think  about  some  of 
the  presentations  that  you_ 
make  or  that  take 
place  in  your  office. 
How  many  times 
have  you  sat  through 
a  barrage  of  black 
and  white  charts  and 
graphs  ready  to  fall 
asleep?  Well,  more 
and  more  people  are 
starting  to  reahze  the 
value  of  color  in  busi- 
ness. In  fact,  in  a 
recent  study  by  an 
independent  research 


organization,  it  has  been 
documented  that  there  is 
an  82%  higher  attention 
span  in  presentations  that 
use  color 

A  major  advantage  to 
employing  a  color  copier  is 
not  only  a  higher  attention 
span  but  also  higher  reten- 
tion after  a  meeting  is  over 
Red,  blue,  green  or  brown 
in  a  graph  can  communi- 
cate far  more  clearly  than 
ordinary  shades  of  gray 


And  after  a  presentation, 
those  graphs  can  be  copied 
for  handouts  or  reference 
material.  Besides  graphs 
and  charts,  color  can  be 
used  to  increase  the  effec- 
tiveness of  bulletins,  memos 
or  headings  in  reports. 
Of  course,  a  flashy 
presentation  can't  take  the 
place  of  a  great  idea.  But 
when  you  do  have  a  fresh 
idea,  a  great  presentation 
will  always  make  it  better 


Ext.  777. 


One  way  in  which  you  can  add  color  to  your         ments  are  simple, 
presentations  is  to  employ  the  Minolta  EP  4230  For  more  information  on  the  EP  4230  and  a  free 

copier  With  these  effort  and  money  saving  features    copy  of  Barbara  Champney's  'A  Ten  Minute  Guide  To 
you  can  enhance  your  office  performance  and  A  More  Productive  Office,"  call  1-800-USA-DIAL, 

productivity: 

•  Simul-Color  III'"  produces  three-color  copies  three 
times  faster  than  any  other  machines.  Black  and 
two  colors  from  red,  blue,  brown  or  green  can  be 
used  in  three  sections  of  the  original. 

•  Quick  erase  allows  deletion  of  an 
image  from  one  of  three  sections  of 
the  original. 

•  Job  programming  simplifies  time- 
consuming  jobs  by  programming 
three  copying  sequences.  And  the 
Intelligent  Commander  allows 
greater  programmability  through  the 
use  ofa  reusable  card. 

•  Automatic  duplexing  makes  two- 
sided  copies  from  two-sided  originals 
or  two  originals.  With  a  50-200% 
zoom  lens,  reductions  and  enlarge- 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


*U.S.  Testing  Research  Company 


Simul-Color  is  a  trademark  of  Minolta  Corporation.  ©1990  Minolta  Corporation 


tn  TO  MARKET  TRACKING 


Spartan  Mariiet 
Index  Rmd^ 


One  Fund  Simplicity 


S&P  500  10-Year  Annual  Returns  (%) '  as  of  12/31 


This  no-load  stock  fund  is  designed  to  offer  you  a  simple  way  to 
track  the  performance  of  one  of  the  leading  market  indexes... the 
S&P  500  Index. 
Why?  Because 
over  the  past  10 
years  the  stocks 
comprising  the 
S&P  500  have 
returned  a 
remarkable 


1980     1981    1982     1983  1984    1985     1986     198"    1988     1989 


Over  the  last  10  years  the  stocks  of  the  500  leading  companies  which  com- 
prise the  S&P  500  Index  have  achieved  impressive  performance.  A  $10,000 
investment  on  March  31, 1980  wwild  have  been  worth  $50,835  bv  March 
31, 1990. 


408.35%'! 

Market  track- 
ing is  an  invest- 
ment strategy 

that's  easy  to  understand  but  can  be  difficult  for  individual  investors 
to  implement. 

Broad  Diversification 

With  the  Spartan  Market  Index  fund,  you  can  diversify  your  port- 
folio across  500  of  America's  leading  companies  through  a 
single  fund,  lessening  some  of  the  risk  of  individual  stock  investing. 

Lower  Management  Expenses  Guaranteed 

Fidelity  guarantees  to  limit  fund  expenses  to  just  .28%  into  1991* 
The  minimum  investment  is  $10,000,  and  there's  no  sales  charge! 


♦Spartan  guarantee  through  May  1, 1991-  'S&P  500  returns  are  for  the  period  ended  3/31/90 
unJess  otherwise  noted  and  include  change  in  share  price,  and  reinvestment  of  dividends  and 
capital  gains.  "S&P  500  index"  and  "S&P  500"  are  service  marks  of  the  Standard  &  Poor's  Corp. 
and  have  been  licensed  by  Fidelity  Distributors  Corp.  Past  performance  is  no  guarantee  of  future 
results,  share  price  and  return  will  vary  and  you  may  have  a  gain  or  loss  when  you  sell  your 
shares.  Fidelity  Distributors  Corporation  (General  Distribution  Agent). 


Call  Fidelity  Today!  For  more  complete  information,  includ- 
ing management  fees  and  transaction  expenses  including  the  fund's 
0.5%  redemption  fee  on  shares  held  less  than  six  months,  call  or 
write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or 
send  money.  ^(fhk 

Call  24  hours  ^j^  Fiaetiiy 

1-800-544-8888  ^^  /^^vesfmente^ 

2r  CODE:  FORB/SMI/062590 
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who  believe  in  (relatively)  free  and 
open  markets  have  been  pushed  by 
the  electorate  into  power. 

Because  it  has  avoided  the  political 
violence  of  El  Salvador  and  Nicara- 
gua, Honduras  hasn't  attracted  much 
attention  in  the  U.S.  But  its  fate  is 
every  bit  as  important  to  us.  As  Calle- 
jas  puts  it:  "As  a  region  [Central 
America  is]  a  $30  billion  market, 
which  gives  us  the  possibility  of  hav- 
ing stronger  ties  to  the  U.S.  The  way 
we  see  it,  if  we  can  achieve  sustained 
economic  growth,  we  will  be  able  to 
buy  more  from  you."  At  a  time  when 
the  U.S.  wants  to  export  more  to  cut 
the  trade  deficit,  such  an  appeal  does 
not  fall  on  deaf  ears  in  Washington. 

Callejas,  46,  studied  agricultural 
economics  at  Mississippi  State  Uni- 
versity in  the  1960s.  In  his  living 
room,  before  a  striking  portrait  of  his 
second  wife,  Norma,  he  explains  in 
fluent  English  that  he  favors  free  mar- 
kets and  integration  into  the  world 
economy.  Not  for  him  self-defeating 

**As  a  region  [Central 
America  is]  a  $30  billion 
marlcet.  If  we  can  achieve 
sustained  growthf  we  wiU.  he 
able  to  buy  more  from  you/* 

efforts  at  economic  self-sufficiency  or 
social  engineering.  Says  he: 

"There  is  a  new  kind  of  leadership 
in  the  world  with  a  tremendous  op- 
portunity. For  the  first  time  in  years 
we  are  without  a  communist  orienta- 
tion and  with  more  space  to  generate 
a  free  market  economy.  The  people 
want  results,  not  speeches.  People  are 
hungry.  They  want  to  eat." 

Even  before  taking  office,  Callejas 
flew  to  Mexico  and  Venezuela,  where 
he  persuaded  officials  to  advance 
Honduras  enough  oil  to  get  through 
his  first  month.  Disaster  thus  avert- 
ed— without  oil  the  economy  would 
have  ground  to  a  halt — Callejas,  with 
his  popularity  rating  at  83%,  an- 
nounced a  plan  only  a  free  market 
economist  could  love.  Down  came  ex- 
port incentives,  import  tariffs  and 
subsidies  on  everything  from  trans- 
portation to  medicine.  He  devalued 
the  currency  by  half,  bringing  it  to  the 
black  market  rate,  and  forced  his  pow- 
erful army  to  take  a  10%  budget  cut. 

Most  radical  of  all,  Callejas  cut  the 
government  payroll — which  had 
swelled  to  nearly  half  the  country's 
economy — by  nearly  a  third. 

No  surprise:  Nearly  every  vested 
interest  in  the  country  was  up  in 
arms.  Workers  have  been  threatening 
strikes  as  gasoline  prices  have  nearly 
doubled.  Exporters  have  been  angered 
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Space  Age 
Blacksmith 


PSiT 


The  mighty  blacksmith,  working  over  his  forge,  has  long  been  the  romantic 

symbol  of  raw  strength  and  power.  But  consider  for  a  moment  the  strength 

it  takes  to  be  a  space  age  blacksmith.  Consider  the  strength 

it  takes  to  make  a  metal  part  which  will  hold  a  jet  engine  in  place 

while  it  generates  over  62,000  lbs.  of  thrust. 

The  support  for  the  forward  engine  mount  on  the  tail  pylon  of  the 

McDonnell  Douglas  MD-11  is  forged  for  Rohr  Industries  by 

Fansteel  California  Drop  Forge  from  6  AL  4  V  titanium,  a  material 

which  provides  optimum  strength  to  weight  ratios. 

The  part  begins  as  a  billet  that  is  over  40  inches  long,  8  inches  in  diameter 

and  that  weighs  150  lbs.  Making  an  initial  formation  from  the  billet 

requires  the  strength  of  Fansteel  California  Drop  Forge's  new 

35,000  lb.  steam  hammer,  a  brawny  giant  which  stands  over  25  ft.  high. 

Then,  like  the  blacksmith,  we  work  and  forge  the  part  to  exact 

specifications  which  yield  a  perfect  fit  and  unfailing  strength. 

Space  age  blacksmithing;  just  one  more  reason 
it  will  pay  you  to  know  more  about  us. 

fansteel 

An  integrated  producer  of  aircraft/aerospace, 
metalworking  and  energy-related  products. 

FANSTEEL  INC.  •  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 
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83  out  of  100  car  owners  who  would  consider  buying  a  Japanese  c 
to  Honda  Accord  EX.  76  out  of  100  rated  Dodge  Shado 


They  said  it  couldn't  hiappen.  But  it  did, 
in  a  recent  preference  test  conducted  by  U.S. 
lesting  Company  Maricet  Research,  Inc.** 
Two  groups  of  Ford  and  GM  car  owners  who 
would  consider  buying  a  Japanese  car  com- 
pared Dodge  Spirit  ES  and  Plymouth  Acclaim 
LX  to  Honda  Accord  EX.  Two  other  groups 
compared  Dodge  Shadow  and  Plymouth 
Sundance  to  Honda  CJvic  DX.  They  rated 
the  cars  on  33  different  measurements. 

The  results  were  nothing  short  of 
astounding.  Spirit  and  Acclaim  were  over- 
whelmingly preferred  to  Honda  Accord, 
currently  the  best-selling  car  in  America. 
Shadow,  with  a  2.2-liter  engine,  and 


Sundance,  with  an  available  2.5,  were  ratec 
superior  overall  to  Honda  Civic  DX  by  a 
wide  margin. 

"They've  given  me  an  opportunity 
to  like  an  American  car." 

That  was  typical  of  the  talk  after  the 
test.  Other  comments:  "(>hrysler  has  conu 
long  way"...  "It  will  surprise  you  on  just  ho 
much  car  you're  getting.  And  just  how  littl 
you're  getting  from  the  Japanese  car"... 
"Beautiful,  smooth  driving." 

Air  bags  vs.  no  air  bags. 

Spirit  ES  and  Acclaim  LX  have  a  drive 
side  air  bag  as  standard  equipment.  ShadoN 
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Dodge  Shadow 


Plymouth  Sundance 
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ated  Dodge  Spirit  ES  and  Plymouth  Acclaim  LX  superior  overall 
nd  Plymouth  Sundance  superior  to  Honda  Civic  DX.* 


and  Sundance  are  the 
lowest-priced  cars  in 
the  world  you  can 
buy  with  an  air  bag 
standard.  Honda 
Accord  and  Civic 
don't  have  this 
important  safety 
feature. 

Now  it's  easy^to  own  a  winner. 

With  Chrysler's  $1,000  Guaranteed 
ebatesf  Spirit  ES  and  Acclaim  LX  are  about 
1-3,000  less  than  Honda  Accord  EX.  Shadow 
Ind  Sundance  are  lower  than  CivicT^ 


If  you'd  like  complete  information  about 
the  test,  write: 

U.S.  Testing  Company 
Market  Research,  Inc., 

PO.  Box  1411, 
Wheeling,  Illinois  60090. 


Advantage:  Chrysler. 


w 


CHRYSLER  •  PLYMOUTH  •  DODGE  •  DODGE  TRUCKS  •  JEEP®-  EAGLE 

rtiarantccd  Claim  Form.  c;ash  back  directly  from  Chrysler  Corp.  Limited  time  offer,  tt  Based  on  sticker  price  comparison  of  comparably  equipped  models. 


Robin  Lubbock 


President  Rafael  Leonardo  Callejas,  beneath  a  portrait  of  his  wife,  Norma 

CaUeJas  is  determiited  not  to  give  in  to  reactionary  trends,  whether  to  the  right  or  to  the  left. 


as  they've  watched  their  incentives 
disappear,  and  manufacturers  have 
been  irked  by  falling  tariffs  on  import- 
ed goods — from  well  over  100%  on 
most  products  to  40%;  Callejas  prom- 
ises they  will  fall  to  20%  by  1992. 

The  only  beneficiary  of  the  Callejas 
program  has  been  the  coimtry  as  a 
whole.  Callejas:  "I  think  we  have 
crossed  the  river  now.  Our  opposition 
has  already  fired  all  of  its  guns." 

Callejas  watched  with  dismay  as 
Argentina's  new  president,  Carlos 
Menem,  backed  away  from  his  initial 
efforts  at  liberal  reform.  He's  deter- 
mined the  same  thing  won't  happen 
in  Honduras.  "People  lose  faith  if  you 
back  down  on  your  decision.  You 
can't  go  back.  The  public  reaction 
made  [Menem]  give  in.  Raul  Alfonsin 
[Menem's  predecessor]  had  this  prob- 
lem." Callejas  thinks  history  is  mov- 
ing his  way,  and  is  determined  not  to 
give  in  to  reactionary  trends,  whether 
to  the  right  or  the  left.  He  says: 

"There  is  a  movement  away  from 
ideology  to  practical  answers.  There 
is  stability  here  and  in  Costa  Rica,  and 
hope  for  maintaining  stability  in  Gua- 
temala. The  problems  of  Nicaragua 
are  of  birth.  They  never  had  a  democ- 


racy and  are  just  starting  to  know 
what  that  is — I  don't  worry  about  Nic- 
aragua; they  have  the  resources  to 
move  forward.  In  El  Salvador  they  are 
negotiating.  The  groups  involved  are 
clear  that  the  future  is  one  of  peace." 

Callejas  is  in  regular  communica- 
tion with  democratic  presidents  of 
neighboring  nations — Nicaragua's 
Violeta  Chamorro,  Guatemala's  Mar- 
co Vinicio  Cerezo,  Mexico's  Carlos 
Salinas,  El  Salvador's  Alfredo  Cris- 
tiani.  "I  called  Chamorro  yesterday 
and  we  talked.  I  talked  to  Cerezo  in 
Guatemala  the  day  before,  and  I  have 
invited  Cristiani  and  his  wife  to  come 
visit  us  in  Honduras'  Caribbean  is- 
lands. Some  of  us  were  friends  before 
being  politicians,  which  allows  us  to 
talk  very  openly." 

When  these  cosmopolitan,  mostly 
young,  presidents  talk,  conversation 
usually  turns  to  integration  of  Central 
American  economies  into  those  of  the 
industrialized  West.  Absent  are  old 
calls  for  self-sufficiency.  "We  aren't 
(interested  in]  traditional  schemes  of 
a  Central  American  market;  that 
means  protectionism.  We  want  to 
move  forward  in  integration  around 
the  comparative  advantages  of  each 


country  and  with  the  world." 

Earlier  this  year  the  U.S.  and  Mexi- 
co announced  they  might  consider 
creating  the  type  of  Free  Trade  Agree- 
ment the  U.S.  has  with  Canada.  Calle- 
jas hopes  other  Central  American 
countries  will  not  be  left  in  the  cold. 

"Recently  I  proposed  to  President 
Bush  that  he  meet  with  the  five  Cen- 
tral American  presidents  plus  the 
presidents  of  Panama  and  Belize  to 
discuss  this  possibility  [of  opening 
trade  with  the  U.S.),"  says  Callejas. 
"We  don't  want  to  be  looked  at  only 
as  users  of  foreign  aid.  Wc  need  the  aid 
in  the  short  term,  but  we  also  need, 
the  availability  of  U.S.  markets." 

Among  Latin  countries,  Chile  and 
Guatemala  have  already  begun  redi- 
recting their  economics  to  produce 
things  the  U.S.  market  wants.  They 
have  taken  advantage  of  their  climate 
and  low  labor  costs  to  produce  fruits 
and  vegetables  for  the  U.S.  Chile  has 
developed  salmon  farming  successful- 
ly, helping  reduce  the  price  of  the 
prized  fish  here  and  in  Japan.  The  av- 
erage U.S.  family  enjoys  grapes  all 
year  round,  thanks  to  increased  Chil- 
ean production  aimed  at  the  U.S. 

Bush  has  yet  to  reply  to  Callejas' 
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Super  VHSVCRs 

are  crowd 

p^easers,  too. 


VT-S730A 


Home  sweet  home.  There's  no  better  place  in  the  world.  And  Hitachi  consumer  electronic  products  make  any  household  all 
the  more  pleasurable.  One  outstanding  example:  Our  CU5000K  Ultravision  Super  Projection  TV  Its  credits  include  a  dual  focus- 
ing system.  800-line  horizontal  resolution.  And  3-way  surround  sound.  Picture  quality  is  stunning.  Perhaps  the  best  you've 

ever  seen.  Consumer  electronics  are  only  one  way  we  bring  people  together  We're  involved  in     ^^^  

a  myriad  of  fields.  From  industry  and  science  to  computers.  Hitachi.  We're  a  people  company    <^^»-  1^  I^TA^^  LJ I 


Hitachi  Sales  Corp.  of  America  401  West  Artesia  Blvd.,  Complon,  CA  90220  Phone:  (213)  537-8383 
Hitachi  Sales  Corp.  of  Hawaii,  Inc.  3219  Koapaka  Street,  Honolulu,  Hawaii  96819  Ptione:  (808)  836-3621 

Simulated  TV  picture 


"Educatbn  has  for  its  object 
ih.e  formation  of  character." 


Herbert  Spencer 


efore  we  know  it,  today's  six- 
year-olds  will  be  stepping  into 
the  work  force  in  2001.  As  a 
nation,  we  will  not  be  able  to  compete 
in  the  global  marketplace  in  the  21st 
century  unless  we  build  a  world-class 
education  system  now.  And  that's  exacdy 
what  we're  building  in  Mississippi. 

The  education  challenges  facing 
our  state  are  not  unique  but  Mississippi 
took  the  first  step  in  education  reform 
in  1982.  Six  months  before  A  Nation  at 
Risk  detailed  our  country's  problems  in 
education,  Mississippi  adopted  the 
landmark  Education  Reform  Act  Forty- 
one  states  have  since  followed  our  lead. 
But  we  didn't  stop  there. 

WeVe  just  enacted  the  most  sweep- 
ing, comprehensive  education  reform 
package  in  the  nation,  called  Mississippi's 
B.E.S.T.  Conceived  by  Governor  Ray 
Mabus,  it  stands  for  Better  Education 
for  Success  Tomorrow.  According  to 
Governor  Mabus,  This  package  is  going 
to  improve  education  from  preschool 
through  aduldiood  and  on  into  the  work 
place.  Every  Mississippian-regardless 
of  their  age  and  where  they  live- will  benefit  from  this  program." 

What  this  means  to  business  is  that  we  will  be  producing  a  work  force 
of  thinkers  and  problem-solvers  at  every  level.  We're  creating  a  new  kind  of 
school  in  Mississippi.  A  school  where  the  focus  is  on  the  individual,  not  on 
bureaucracy  Where  teachers  are  rewarded  for  being  innovative.  A  school 
where  students  are  taught  to  think,  not  just  repeat  memorized  information 
on  a  test  Where  there  is  community  and  family  participation.  And  our  schools 
viill  be  held  accountable  and  given  incentives  based  on  how  well  dieir  students 
perform,  not  only  in  the  classroom  but  also  on  the  job  after  graduation. 

Schools  which  demonstrate  consistent  and  sustained  levels  of  innovation 
and  implement  successful  pilot  programs  will  become  Lighthouse  Schools. 
These  schools  will  not  only  become  models  and  share  their  expertise 
throughout  our  state,  they'll  also  become  models  for  the  nation. 


Three-year-olds  will  be  screened  for 
developmental  and  health  problems. 
Special  assistance  and  remedial  pro- 
grams will  be  in  place  to  bring  them 
up  to  speed. 

Mississippi's  B.E.S.T.  also  brings  the 
world  into  the  classroom  with  a  major 
emphasis  on  technology.  Students  will 
be  taught  to  be  managers  of  informatioa 
Within  three  years,  every  student  in 
every  classroom  in  the  state  will  have  an 
hour's  worth  of  technological  learning 
every  day  whether  through  computers, 
satellites  or  fiber  optics.  Mississippi  wiU 
soon  be  die  only  state  with  a  computer 
laboratory  in  every  elementary  school  so 
diat  six-year-olds  can  learn  to  read  and 
write  simultaneously  on  a  computer. 

Mississippi's  B.ES.T.  will  accelerate 
our  efforts  to  eliminate  adult  illiteracy 
with  continuing  education  in  the  work 
place.  And  Mississippi  business  is  going 
to  see  results  very  quickly.  We  were 
the  first  state  in  the  nation  to  give  tax 
credits  for  employers  who  initiated 
work  force  bteracy  programs.  And  we've 
just  allocated  more.  We've  established  an 
Alliance  of  Families  to  attack  family  illiteracy  with  programs  and  materials 
so  parents  can  participate  in  their  children's  education. 

And  these  are  just  some  of  die  highlights  of  more  than  30  programs  which 
make  up  Mississippi's  B.E.S.T.  "This  package  of  sweeping  reforms  is  not  just 
legislation^  insists  Governor  Mabus,  "it's  a  concrete  plan  of  substance,  already 
in  place,  that  puts  Mississippi  on  the  cutting  edge  of  education  improvement 
in  this  country  Business  as  usual  is  just  not  good  business  anymore.  Irt 
Mississippi,  we're  meeting  the  fiimre  with  our  eyes  open,  our  minds  clear  and 
our  work  force  prepared." 

For  more  information  on  the  State  of  Change,  contact  Governor  Ray 
Mabus  or  j.  Mac  Holladay  Director;  Mississippi  Department  of  Economic 
and  Community  Development;  P.O.  Box  849; Jackson,  Mississippi  39205; 
(601)359-3449. 
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call  for  talks  on  a  common  market. 
But  the  Honduran  president  has  made 
a  good  impression  in  some  White 
House  offices.  Says  Treasury  Secre- 
tary Nicholas  Brady,  who  met  Calle- 
jas  earlier  this  year:  "If  you  want  to 
hear  a  clear- thinking,  articulate  presi- 
dent say  what  he  has  in  mind  for  his 
coimtry,  listen  to  President  Callejas." 
For  those  who  listen,  Callejas  con- 
stantly preaches  on  the  necessity  of 
creating  an  integrated  market,  where 
each  country  produces  what  it  can  do 
best.  For  all  its  lip  service  to  compara- 
tive advantage  and  free  trade,  the  U.S. 
too  often  throws  up  barriers  to  im- 
ports, especially  of  agricultural  prod- 
ucts. "The  U.S.  is  a  pro-free  market 
system,  but  it  limits  its  free  market 
system  when  it  has  to  do  with  poli- 
tics. The  U.S.  subsidizes  sugar,  for 
example,  at  a  level  of  $3  billion  a  year 
[Forbes,  May  14].  You  are  subsidizing 
an  inefficient  industry.  From  our 
point  of  view,  as  a  region,  if  the  U.S. 

**ThB  V,S,  subsidizes  sugar 
at  $3  billion  a  year.  If  the 
U.S,  removed  its  sugar 
subsidies  t  it  would  give  us 
400,000  new  jobs." 

removed  its  sugar  subsidies,  it  would 
provide  400,000  new  jobs  [in  Central 
America]  a  year.  That  means  we 
would  generate  more  consumption. 

"Textiles  are  a  similar  problem. 
You  are  back  in  a  1940s  and  1950s 
mentality.  In  the  end  you  become  bur- 
dened with  an  inefficient  industry." 

In  a  nearly  complete  renunciation 
of  the  Marxists'  notion  that  develop- 
ing economies  should  build  an  indus- 
trial base  or  be  exploited  by  richer 
nations,  Callejas  follows  Adam  Smith 
and  David  Ricardo.  He  believes  Hon- 
duras will  never  be  an  industrial  na- 
tion, and  that  Honduras'  comparative 
advantages  are  in  agriculture.  In  the 
next  two  years  he  hopes  to  create  new 
jobs  by  increasing  investment  in  Hon- 
duras' traditional  exports:  coffee  and, 
of  course,  bananas,  which  make  up 
25%  of  the  country's  economy. 

What  about  the  bugaboo  of  Latin 
politicians  and  intellectuals.  North 
American  imperialism?  What  about 
gunboats  and  banana  republics?  "The 
term  banana  republic  was  derived 
from  a  political  angle.  Because  of  their 
economic  strength,  banana  compa- 
nies could  manipulate  the  govern- 
ment, promote  a  new  leader  and  top- 
ple the  existing  government.  Times 
have  changed.  Rules  are  different. 
Now  we  want  to  be  a  banana  republic 
in  a  positive  way.  We  want  to  produce 
the  best  bananas  in  the  world!"  ■ 
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WHY  VANGUARD'S 

MONEY  MARKET  YIELDS 

HAVE  BEEN  CONSISTENTLY 

HIGHERMONTH  AFTERMONTH 


You  can  earn  high 
current  yields,  without 
sacrificing  quality  or  safety,  with 
any  of  Vanguard  Money  Market 
Reserves  portfolios:  Prime, 
Federal  or  U.S.  Treasury. 

Why?  In  money  maricet  funds, 
other  things  being  equal,  lower 
costs  mean  higher  yields.  And 
Vanguard's  costs  are  among  the 
lowest  in  the  fund  industry. 

For  example,  Prime  Portfolio's 
annual  operating  costs,  as  a  per- 
centage of  net  assets,  are  more 
than  one  half  lower  than  average 
money  market  funds  (.28%  vs. 
.75%*).  We  pass  along  the  savings 
to  you  in  higher  yields. 

Minimum  initial  investment 
$3,000;  $500  for  IRAs. 

*Lipper-Directors'  Analytical  Data, 
First  Edition  1990  (Excludes  Institutional 
Money  Market  Funds). 


Call  I'SOO-edZ'SHIP 

Any  Hour,  Any  Day  For  A  Free 

Money  Market  Information  Kit 

^-    ^    ^    ^    ^    ^    —    —    ^    m^    ^    ^    ^    ^    ^    ^    ^ 

Please  send  me  a  free  Money  Market 
Information  Kit  containing  a  prospec- 
tus with  more  complete  information  on 
advisory  fees,  distribution  charges  and 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money.  Id  also 
like  information  on: 
niRA(71)  DKeogh/Pension(70) 

Vanguard  Money  Market  Reserves 

RO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 

Name 


Address- 
City 


State 

(30) 


-Zip- 


FBBO-176 


THBfemfniarclGROUP 

*i#OF  INVESTMENT  OOMFANIES 


Attention:  Executives, 
Managers  and  Investors 

For  More  Advertiser  Information 
See  Page  208  a 

FORBES  offers  readers  an  easy  and  free  way 
to  get  more  information  about  our  advertisers— 
Reader  Service  Cards. 

In  this  issue  of  FORBES,  you'll  find  a  listing 
of  advertisers  on  two  post-paid  cards.  Sinply  fill 
out  and  return  one  card  to  us  and  you'll  receive 
additional  advertiser  information... from  annual 
reports  to  product-specific  sales  brochures. 

Get  the  advertiser  information  you  need. 
Send  us  a  card*  today! 


Forbes 

Capitalist 'K>or 


113 


-'?•- 


:± 


Y     WITH     THE     TEC 


ATR  42  and  72  :  This  new  generation  of 
turboprop  aircraft  proves  the  superiority 
of  a  system  which  integrates  the  most 
advanced  technological  developments. 
Composite  materials,  digital  architecture 
of  the  avionics  package,  are  the  direct 
result  of  the  experience  gained  in  the  new- 


est jet  programs.  The  ATR  family  capita 
ises  on  this  technological  edge  to  offe 
excellent  performance  and  reliability,  bu 
more   importantly   profitability.   Th' 

400  +  aircraft  ordered  to -date  by  45  cusi 
omers  on  all  continents  are  here  to  testif 
of  the  advantages  provided  by  technolog; 
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Railroad  giant  CSX  has  been  disappointing  people  for  years.  New 
Chief  Executive  John  Snow  is  beginning  to  shake  things  up. 


"We've  got  a 
clock  on  it" 


By  James  R.  Norman 


AT  LONG  LAST,  there  are  signs  that 
CSX  Corp.,  owner  of  one  of  the 
b  U.S.'  largest  railroads,  is  get- 
ting up  a  head  of  steam.  With  a  year 
under  his  belt  as  chief  executive,  for- 
mer federal  highway  official  John  W. 
Snow  has  installed  a  new  manage- 
ment team  at  the  railroad,  a  new 
back-to-basics  focus  and  a  new  drive 


to  earn  a  decent  return  on  the  com- 
pany's $12  billion  asset  base.  Invest- 
ment is  flowing  back  into  freight  cars 
and  locomotives,  and  there  are  some 
signs  service  is  improving. 

First-quarter  results  were  up  slight- 
ly despite  a  weak  merchandise  freight 
market.  After  nonrecurring  gains  and 
losses,  operating  profits  rose  from  52 
cents  a  share  a  year  ago  to  58  cents. 
Rail  revenues  gained  slightly,  to  $1.3 


billion,  despite  a  big  drop  in  automo- 
bile traffic.  Analysts  predict  full-year 
profits  of  around  $3.50  a  share,  up 
from  last  year's  $3.36.  A  few  have 
even  put  buys  on  csx  stock. 

CSX  Corp.  should  be  one  of  the  na- 
tion's more  profitable  railroads  and 
may  at  last  be  on  the  way  to  realizing 
the  promise.  Created  amidst  fanfare 
ten  years  ago  by  the  merger  of  the 
Chessie  System  and  Seaboard  Coast 


CSX  Corp.  Chief  Executive  John  W.  Snow 

"ChoBing  trt^lc  ia  a  miBtake,"  Snow  admit*.  "You  can't  be  everything  to  everybody. 
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THE  12  MHz  AT  SUPER-286E  FROM  HYUNDAI. 


HARNESS  ALL  THE  POWER 
AND  SPEED  YOU  NEED  TO 
HANDLE  ALL  MAJOR 
APPLICATIONS  AND 
GETTHEWORK 
DONE.  THE  POWER- 
FUL 286  SERIES  OF 
12  MHz  AT  COMPATIBLES 
FROM  HYUNDAI.  WITH  MS- 
DOS  3.3,  BASIC.  18-MONTH 


1-800 

•727- 
6972 


WARRANTY.  NATIONWIDI 
NETWORK  OF  DEALERS 
24-HOUR  "SERVICE 
ON-SITE"  OPTION 
SUPER-286E:  80281 
PROCESSOR  8/i: 
MHz,  640  KB  RAM 
WITH  SPACE  FOR  THREI 
DRIVES:  5.25"  OR  3.5" 
SIX  EXPANSION  SLOTS.  I 


MS-DOS  IS  a  registered  irademark  of  Microsoft  Corp.  ©  1990.  Hyundai  Efernromcs  Amenca.  All  rights  resE 


HVUNDA 


.:X  was  well  positioned  to  cash 
■,-'.  on  a  decade  of  opportunity  under 
il'.'.c^iliition. 

instead,  it  was  a  giant  disappoint- 
ment. CSX  stock  still  bumps  along  in 
the  mid-30s,  where  it  was  four  years 
ago,  while  other  rail  stocks  have  al- 
most doubled.  Last  year  csx'  rail  oper- 
ating profits  were  $642  million — less 
than  in  1981.  csx,  selling  at  less  than 
ten  times  1990  earnings  estimates, 
has  the  lowest  price/earnings  ratio  of 
the  top  six  rails. 

csx  can  roll  out  plenty  of  excuses 
for  past  lackluster  results:  truck  com- 
petition, arcane  rail  labor  rules,  court 
limits  on  branch  line  sales.  Snow, 
who  took  over  last  year  as  chief  exec- 
utive from  csx  Chairman  Hays  Wat- 
kins,  is  frank  about  the  main  problem. 
"We,  as  an  industry,  gave  away  the 
benefits  of  those  labor  cuts  at  the  bar- 
gaining table." 

Especially  csx.  It  shed  more  than  a 
quarter  of  its  27,000  miles  of  track, 
trimmed  its  car  fleet  and  cut  its  work 
force  by  half,  to  38,000,  while  holding 
rail  revenues  at  $5  billion  a  year.  Yet 
in  its  anxiety  to  win  concessions 
without  a  backlash  from  labor,  csx 
gave  as  much  as  it  got.  To  win  union 
agreement  to  cutting  freight  train 
crews  to  three  persons  from  five  on 
about  75%  of  its  system,  csx  boosted 
pay  for  remaining  workers  handsome- 


$900  million  for  113  miles  of  railroad  track? 


TIhe  156-year-old  Richmond,  Freder- 
icksburg &  Potomac  owns  just  113 
miles  of  track  between  Richmond,  Va. 
and  Washington,  with  rail  revenues  of 
just  $54  million  last  year.  But  it  is  criti- 
cally situated  in  the  heart  of  csx'  19,200- 
mile  network  and  links  the  old  Chessie 
System  to  the  former  Seaboard  (^oast 
Line.  Their  merger  in  1980  gave  csx  37% 
of  RF&.p's  equity  and  over  60%  of  its 
voting  stock. 

Since  1983  csx  has  tried  to  take  con- 
trol of  the  rest  of  the  rf&P;  early  this  year 
csx  offered  one  of  its  shares,  or  $34.50 
cash,  for  each  remaining  rf&.p  share,  or 
$380  million,  csx  says  it  can  simplify  its 
north-south  train  runs.  The  first  effort 
was  opposed  by  the  rival  Norfolk  South- 
em,  which  also  owns  a  small  piece  of  the 
RF&.P  but  which  is  now  willing  to  sell  at 
csx'  offering  price. 

Other  minority  shareholders,  howev- 
er, are  resisting.  One  is  Virginia's  new 
governor,  L.  Douglas  Wilder,  whose  gov- 
ernment has  lately  paid  its  pension  obli- 
gations by  signing  over  to  the  state  re- 
tirement system  some  of  the  gain  on  its 
20%  equity  in  rf&p.  Wilder's  adminis- 
tration— and  other  minority  holders — ar- 
gue that  csx'  offer  failed  to  reflect  rf&.p's 


from  F-Series  to  awaid- vv  inmng  Cargo, 
Ford  is  building  Americas  best  selling  line 
of  medium  duty  trucks. 

The  Ford  Workforce. 

Our  long-haul  aero  tractors. . . 
AeroMax,  long-nose  LTL,  cab-over  CL. . . 
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TRUCKS 


are  the  tuel-savingest  big  Irbrds  ever  built. 
That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the 
future  in  big  trucks? 

We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 


urate  cmguie 
X'  offer  for 


'S  at  work  in  Richmond,  Va.  ^''"" 

RF&P  collided  head-on  with  Virginia  Governor  Wilder. 


real  estate  wealth,  centered  in  its  now 
little-used  300-acre  Potomac  yard  next 
to  Washington's  National  Airport.  It  was 
from  that  yard  that  rf&p,  and  csx  as  a 
partner,  developed  the  Crystal  City  com- 
plex. Valuations  on  rf&ip's  real  estate 
range  from  $450  million  to  $700  million. 
Governor  Wilder  has  implied  the  rf&p 
could  be  worth  close  to  $900  million. 

CSX  thought  it  had  cut  a  deal  with 
three  top  state  officials  on  the  $34.50 
price,  but  Wilder  fired  two  of  them  as 
state-appointed  rf&p  directors  and 
forced  out  the  third  as  head  of  the  Virgin- 
ia Supplemental  Retirement  System. 

Faced  with  bad  publicity,  csx  with- 
drew its  bid  in  March,  and  rf&p  shares 
cratered  from  $37  to  $27,  blistering  the 
arbs.  Today  the  share  price  is  back  in  the 
mid-30s. 

A  merger  could  fit  well  with  csx'  plans 
to  spin  off  or  sell  its  own  vast  realty 
holdings,  for  which  the  stock  market 
gives  a  transportation  company  little 
credit.  But  csx  Chief  Executive  John  W. 
Snow  vows  that  he  is  not  in  a  hurry  to 
make  another  offer  for  rf&p.  "If  they  (the 
state  government]  want  to  bring  us  a 
deal,  we'll  look,"  shrugs  Snow,  "but  we 
won't  initiate  it." — J.N. 


..and  Xomorrows. 
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Drag  coefficients  lower  than  ever.  And 
better  fuel  economy  than  todays  best  numbers. 

Ford  is  now  the  only  full-line  U.S. 
manufacturer  in  every  class  of  big  trucks. 

One  reason  why  we're  todays  Force 
in  trucks.  And  tomorrows. 


The  Force 
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jat's  in  addition  to  big  one-time 

-lice  writeoffs  and  runaway  re- 

jnt,   accident  and  health  care 

Tiie  net  effect  gives  csx  labor 

.osti  of  more  than  $55,000  per  head 

per  year.   This  compares  with  about 

S44,000  a  year  at  Conrail  and  $48,000 

ai  Norfolk  Southern,  according  to  a 

Goldman,  Sachs  analysis.  It  is  double 

the   pay   and  benefits   at   nonunion 

trucking  firms,  which  make  up  a  good 

part  of  csx'  competition. 

This  failure  to  cut  better  deals  with 
the  unions  may  have  been  a  symptom 
of  a  bigger  problem.  In  the  early  1980s 
csx  made  a  major  strategic  mistake. 
Assuming  there  wasn't  much  growth 
in  railroading,  management  decided 
to  divert  much  of  the  hefty  cash  flows 
into  a  grandiose  scheme  to  diversify. 
First  it  bought  into  natu- 
ral gas  pipelines  in  1983  as 
white  knight  for  Texas 
Gas  Transmission,  which 
was  then  under  takeover 
attack  from  Oscar  Wyatt's 
Coastal  Corp.  That  also 
gained  it  the  country's 
premier  barge  company, 
American  Commercial 
Lines.  In  1986  the  compa- 
ny bought  a  chain  of  re- 
sort properties  and  also 
container  shipping  giant 
Sea-Land  Service. 

The  diversification  was 
not  very  successful,  and  it 
had  the  unfortunate  side 
effect  of  diverting  man- 
agement attention  from 
the  basic  business,  csx 
has  now  shed  the  pipeline, 
resorts  and  oil  and  gas  op- 
erations at  nice  profits, 
using  the  proceeds  to  buy 
in  stock  last  year.  It  is  also 
undoing  an  ill-fated  orga- 
nizational move  that  split 
operations,  equipment 
and  marketing  into  sepa- 
rate companies.  The  goal 
was  to  put  marketing 
ahead  of  operations.  But 
the  result,  critics  say, 
made  it  harder  for  csx  to 
take  advantage  of  deregu- 
lation. The  rivalry,  ob- 
servers say,  has  meant  csx 
operations  often  have  not 
lived  up  to  the  company's 
marketing  promises. 

Former  aerospace  exec- 
utive Robert  Kirk,  named 
recently  as  president  of 
csx  Rail  Transportation, 
has  a  mandate  to  scrap 
the  three-way  division  if 
necessary. 

In  the  past,  csx  went  to 


great  lengths  to  get  freight  for  the  sake 
of  volume.  "Chasing  traffic  is  a  mis- 
take," Snow  admits.  "You  can't  be 
everything  to  everybody."  csx  has  in- 
creased rates  on  sand,  stone  and  wood 
chips,  thus  giving  up  some  of  this 
traffic,  but  what  remains  now  is  more 
profitable. 

Despite  owning  vast  trackage  in 
Florida,  there  csx  has  turned  over  all 
its  low-margin  intermodal  traffic — ' 
trailers  or  containers  on  flat  cars — to 
the  Florida  East  Coast  Railway,  which 
has  lower  labor  costs  because  it  is 
nonunion,  csx  has  shed  over  20%  of 
its  intermodal  traffic  and  almost  half 
its  intermodal  terminals,  along  with  a 
large  volume  of  marginally  profitable 
traffic,  in  the  past  18  months.  That 
has  been  largely  replaced  with  rising 


When  less  is  more 


Merger  of  the  Chessie  System  and  Seaboard  Coast  Line 
created  a  27,000-mile  giant.  CSX  has  cut  back  to  19,200 
miles  but  still  wants  to  cut  1,000  miles  a  year  to  get  to  a 
more  profitable  15,000-mile  core  network. 


shipments    of    chemicals,    fertilizer 
and  grain. 

The  biggest  traffic  growth,  Snow 
says,  could  come  from  coal.  New  acid 
rain  legislation  should  boost  demand 
for  low-sulfur  coal  along  csx  routes. 
Over  three  years,  that  could  add  20 
million  tons  a  year  to  csx'  present 
1 75-million-ton  coal  load,  with  longer 
hauls,  even  allowing  for  some  loss  of 
high-sulfur  coal  hauls  and  competi- 
tion from  western  coal.  "I  see  a 
growth  spurt  for  the  next  five  years  or 
so,"  says  Snow,  "driven  by  coal." 

Customer  service — long  a  sore  spot 
among  shippers — shows  signs  of  im- 
proving, thanks  to  renewed  capital 
spending.  This  year,  counting  new 
leased  equipment,  capital  spending  is 
expected  to  top  $1  billion. 

Meanwhile,  Snow  con- 
tinues to  downsize  the 
railroad  toward  a  core  of 
about  15,000  miles 
through  the  sale  or  aban- 
donment of  about  1,000 
miles  of  track  a  year. 

One  diversification  that 
csx  retains  is  $2.3  billion 
(revenues)  Sea-Land, 

among  the  world's  biggest 
containerized  shipping 
companies.  Here,  too, 
things  are  looking  up, 
thanks  to  moves  to  boost 
capacity  through  joint 
ventures  and  vessel  shar- 
ing agreements,  rather 
than  outright  ownership 
of  ships.  Despite  a  $53 
million  first-quarter 

charge  for  severance  and 
early  retirement  costs,  an- 
alysts say  Sea-Land 
should  have  a  good  year. 

Snow  says  he  is  deter- 
mined to  increase  csx'  re- 
turn on  investment  until 
it  reaches  12%  to  13%, 
which  Snow  says  is  what 
capital  costs  these  days. 
Last  year  the  railroad 
earned  9%  to  10%.  This 
year,  for  the  first  time,  ex- 
ecutives will  get  their  full 
bonus  only  if  the  12%  to 
13%  goal  is  met.  They'll 
be  lucky  to  do  that. 

Snow  has  made  it  clear 
Sea-Land  and  every  other 
part  of  the  business  must 
show  this  level  of  return  to 
justify  reinvestment.  Sea- 
Land  in  particular  could  be 
divested  if  it  doesn't  meet 
that  test.  Says  Snow, 
sounding  like  an  impatient 
conductor:  "We've  got  a 
clock  on  it."  ■ 


Wilmington 


West  Palm  Beach 


Miami 
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Dan  Daly 

Chemist 

Texaco  Research  Center 


"At  Texaco,  we're  free  to  rock  the  boat.  To  go  with  an  uncon- 
ventional idea  when  only  a  few  can  see  the  potential.  One  of  those 
ideas  resulted  in  a  major  development  in  gasoline  technology." 

Dan  Daly  is  a  research  chemist  at  the  Texaco  Research 
Center  in  Beacon,  N.Y.  He's  a  member  of  the  special  team  that 
developed  Texaco 's  System^  gasoline. 

The  challenge:  To  clean  up  deposits  in  the  intake  systems  of 
today's  high-tech  engines. 

"We  could  have  used  a  pre-existing  additive  package.  That 
would  have  kept  us  at  par  with  the  current  technology  in  the 
industry.  But  we  chose  to  go  beyond  that.  To  be  innovative,  even 
if  it  did  mean  taking  a  risk!' 

The  result:  A  remarkable  system  of  gasolines  that  keep  new 
cars  running  like  new  and  can  help  restore  performance  to  older 
cars.  In  fact,  in  the  BMW  test  run  on  each  of  the  six  leading  national 
gasolines,  only  System^  removed  deposits  on  dirty  intake  valves. 

This  new  generation  of  fuels  has  met  with 
strong  consumer  acceptance. 

"It's  exhilarating  to  know  you've  developed 
something  that  can  improve  car  performance!' 

Right,  Dan.  Because  your  team  made  waves, 
we  made  a  better  product  for  our  customers. 


%X^ 


star  of  the 
American  Road 


TEXACO  -WE'VE  GOT  THE  ENERGY. 


The  country's  general  aviation  industry 
has  been  through  turbulent  times.  But  the 
weather  is  starting  to  clear. 


Ready  for  takeoff 


By  Rita  Koselka 


Tl  HESE  FIGURES  give  an  idea  of  the 
slope  of  the  nosedive  the  U.S. 
general  aviation  business  has 
been  in.  In  1978  U.S.  planemakers 
sold  17,811  general  aviation  aircraft 
(planes  smaller  than  commercial  jet- 
liners). Within  four  years  sales  had 
declined  to  a  quarter  of  that  number 
and  in  1987  hit  a  low  of  1,085  planes. 
Famous  brand  names  like  Piper, 
Beech,  Fairchild,  Cessna  and  Lear 
stalled  out  as  overproduction,  rising 
oil  prices  and  greedy  trial  lawyers 
took  their  toll.  When  Cessna  stopped 
selling  its  personal  aircraft  line  in 
1986,  around  one-third  of  the  produc- 
tion price  of  planes  like  its  172  was 
accounted  for  by  liability  insurance. 

Yet  slowly,  almost  imperceptibly, 
the  industry  has  begun  to  pull  out  of 
its  long  dive.  Last  year  the  general 
aviation  companies  sold  1,535  planes, 
and  at  higher  average  prices.  Having 
closed    down    excess    capacity,    the 


companies  are  starting  to  report  prof- 
its again. 

Wichita,  Kans.,  the  general  aviation 
capital  of  the  world,  is  a  changed  city. 
While  there  are  still  a  sky-high  num- 
ber of  pilots,  and  the  flat  landscape  is 
dotted  with  airfields,  the  number  of 
small  aircraft  like  the  Beech  Bonanza 
rolling  off  the  assembly  lines  is  mi- 
nuscule. High-end  corporate  aircraft 
are  the  name  of  the  game.  The  plane- 
makers'  marketing  departments  now 
do  the  type  of  technical  analytical 
forecasting  that  used  to  be  the  special- 
ty of  consumer  products  companies 
like  PepsiCo  and  Procter  &  Gamble. 
On  the  factory  floors,  the  talk  is  of 
tight  inventory  controls  and  comput- 
er supply  systems.  Manufacturers 
keep  a  close  eye  on  used  aircraft  deal- 
ers to  try  to  pace  production  and  avoid 
the  glut  that  so  depressed  new  and 
used  plane  prices  over  recent  years. 

Cessna,  which  was  purchased  in 
1985  by  General  Dynamics,  is  a  good 
example  of  the  industry's  brightening 


EMB-120  commuter  turh(>pr()f)from  Brazil's  Hmhracr 
The  VJS.  makers  let  the  foreigners  invade. 


fortunes.  Cessna  employed  16,600 
people  in  Wichita  in  1980.  Now  it 
makes  do  with  4,500.  And  there  is 
new  focus  on  marketing.  Says  Cess- 
na's senior  vice  president  of  market- 
ing, Roy  Norris:  "We  used  to  decide  to 
produce  50  of  a  particular  type  of  air- 
plane, then  we'd  go  tell  the  salesmen, 
'C'mon  guys,  we've  got  to  sell  a  lot  of 
these  planes.'  " 

Without  an  car  to  the  market,  U.S. 
general  aviation  manufacturers  were 
slow  to  recognize  the  largest  aircraft 
growth  market  of  the  1980s  (and  prob- 
ably the  1990s) — aircraft  for  the  com- 
muter airlines,  created  by  airline  de- 
regulation in  1978. 

"We  begged  them  [the  U.S.  general 
aviation  companies]  to  make  a  plane 
for  us,"  says  David  Mueller,  president 
of  Comair,  a  Cincinnati-based  region- 
al airline.  But  only  Beech,  with  its 
Commuter  1900  turboprop,  took  no- 
tice and  has  any  significant  commut- 
er sales  today.  Foreign  manufacturers 
such  as  Embraer,  a  Brazilian  compa- 
ny, and  British  Aerospace  now  domi- 
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Cessna 's  Wichita  assetyibly  line 

''Cessna  woould  Wee  nothing  more  than  to  produce  Ught  aircrttft.' 


nate  the  commuter  turboprop  market. 

The  aircraft  manufacturers  don't 
want  that  to  happen  again.  By  giving 
its  marketing  people  more  power, 
Cessna  was  early  to  foresee  the 
growth  of  the  corporate  jet  market  at 
the  expense  of  the  corporate  turbo- 
prop market.  Light  and  medium  jets, 
those  seating  four  to  ten  people,  used 
to  be  30%  of  the  market,  with  turbo- 
props  representing  70%;  today  the 
market  is  53%  jet  buyers. 

For  Cessna,  the  results  are  already 
impressive".  Cessna's  U.S.  business  or- 
ders were  up  93%  in  1988,  and  99%  in 
1989,  with  operating  earnings  of  $76 
million  on  sales  of  $600  million.  This 
is  quite  a  contrast  with  five  years  ago, 
when  Cessna  reported  a  loss  of  nearly 
$50  million.  Indeed,  Cessna  execu- 
tives credit  their  growing  ability  to 
monitor  production  to  General  Dy- 
namics. Before  1985,  for  example, 
over  30%  of  Cessna's  deliveries  were 
late.  In  1989  it  did  not  miss  a  single 
delivery.  By  vastly  reducing  its  prod- 
uct line,  Cessna  is  improving  its  pro- 


ductivity— it  now  takes  20%  fewer 
man-hours  to  produce  an  airplane. 

Beechcraft,  the  world's  largest  man- 
ufacturer of  turboprops,  is  paying  at- 
tention to  the  trend  toward  more  cor- 
porate aircraft.  Beech  is  using  its  sta- 
ble and  profitable  turboprop  line  to 
help  fund  development  of  its  other 
corporate  aircraft  models.  Besides  the 
models  of  the  turboprop  King  Airs, 
which  it  sells  as  corporate  aircraft. 
Beech  has  two  other  planes  aimed  at 
the  corporate  market,  each  at  around 
$4  million. 

The  Beech  Starship,  a  newly  de- 
signed pusher-style  turboprop — the 
engines  are  in  the  rear — is  made  of 
composite  materials  and  is  faster  and 
more  stylish  than  standard  turbo- 
props.  The  Beechjet  was  originally  de- 
signed by  Japan's  Mitsubishi  Heavy 
Industries,  but  it  had  some  significant 
problems,  not  the  least  of  which  was 
the  lack  of  marketing  and  service  sup- 
port. Beech  bought  the  design  and 
manufacturing  assets  and  then  made 
some  modifications.  Recently  Beech 


announced  a  $1  billion  contract  with 
the  U.S.  Air  Force  to  sell  the  Beechjet 
as  a  trainer.  Beech  also  sells  the  planes 
to  corporate  executives. 

Like  Cessna,  Beech  has  benefited 
from  having  a  well-heeled  parent: 
Raytheon  Corp.,  which  bought  Beech 
in  1980.  Raytheon  has  been  willing  to 
invest  heavily  in  the  Starship  and  oth- 
er new  product  developments.  Learjet 
Corp.,  the  original  small  jet  maker, 
has  a  parent  but  not  a  very  helpful 
one:  Lear's  current  owner,  Integrated 
Resources,  is  now  in  Chapter  1 1 .  But 
Lear's  acquisition  by  Bombardier,  a 
Canadian  transportation  company,  is 
pending.  Sadly,  Fairchild  Aircraft 
Corp.,  the  proud  old  San  Antonio, 
Tex. -based  producer  of  turboprop  air- 
craft, is  floundering,  parentless,  in 
bankruptcy  court. 

What  of  Vero  Beach,  Fla.'s  Piper 
Aircraft  Co.,  whose  Piper  Cub  is  even 
now  practically  synonymous  with 
general  aviation?  Piper  was  purchased 
two  years  ago  by  aircraft  enthusiast 
Stuart  Millar.  Unlike  Cessna,  which 
has  abandoned  the  small  plane  mar- 
ket, Millar  figured  there  was  a  market 
for  a  single-engine  plane.  What  of  the 
trial  lawyers  who  have  sucked  so 
much  prosperity  out  of  the  business? 
Millar  takes  a  hard  line.  Piper  self- 
insures  most  of  its  aircraft  and  has 
hired  an  aggressive  in-house  legal 
staff  to  fight  product  liability  suits, 
which  Piper's  former  insurer  tended 
to  settle,  thus  passing  the  costs  on  to 
future  aircraft  buyers.  If  the  lawyers 
want  to  get  rich,  says  Millar,  let  'em 
work  for  it.  Compared  with  a  five-year 
average.  Piper's  liability  costs  dropped 
by  two-thirds  last  year. 

But  Piper  has  suffered  from  other 
problems.  In  1988  Millar  brought  out 
its  four-passenger,  single-engine 
trainer  plane,  the  Cadet,  with  a  spe- 
cial introductory  price  of  just  $45,000. 
The  orders  flooded  in.  Unfortunately, 
the  plane  was  priced  below  its  manu- 
facturing and  overhead  costs.  Millar 
offered  that  low  price,  in  part,  to  dis- 
courage Cessna  from  reentering  the 
market.  Piper  had  to  close  down  for 
two  weeks  in  Februar'  because  of 
cash  flow  problems.  It  has  since  ex- 
tended its  line  of  credit,  raised  the 
price  on  the  Cadet,  to  $59,000, 
stretched  out  its  production  sched- 
ules and  speeded  up  deliveries  of  high- 
er-margin, larger  plane  orders  to  bring 
cash  into  the  coffers. 

If  he  can  hang  on,  Millar  has  a  sensi- 
ble strategy:  use  the  small  plane  as  a 
kind  of  loss-leader  to  create  custom- 
ers for  Piper's  more  expensive  single- 
engine  planes  like  its  top-of-the-line 
Malibu  Mirage  (around  $500,000). 

Beech,  whose  single-engine  Bonan- 


FORBES,  JUNE  25,  1990 


123 


Beechcraft  President  Max  Bleck 

"Customers  movB  up  through  your  product  line." 


za  sells  for  around  $150,000,  has  a 
broader  range  of  models  but  follows  a 
similar  strategy.  Says  Beechcraft  Pres- 
ident Max  Bleck:  "Today  we  are  the 
only  broad  line  manufacturer,  be- 
cause we  think  product  loyalty  is  so 
strong,  even  though  it's  not  particu- 
larly lucrative  for  us  at  the  smaller, 
single-engine  end.  But  customers 
move  up  through  your  product  line." 

The  people  at  Cessna  seem  a  little 
jealous  of  both  Beech  and  Piper.  Says 
Cessna's  marketing  chief,  Ray  Norris, 
wistfully:  "There  is  nothing  Cessna 
Aircraft  would  like  to  do  more  than 
produce  light  aircraft.  There  is  a  tre- 
mendous demand  for  new  light  air- 
planes. But  we  can't  do  that  prudently 
for  our  investors  and  stockholders. 
From  a  marketing  man's  point  of 
view,  it's  enough  to  bring  tears  to  my 
eyes." 

How  do  the  foreign  companies 
manage  to  foil  America's  liability 
lawyers?  By  outfoxing  them.  The  for- 
eign producers'  U.S.  sales  are  usually 
handled  through  sales  facilities  that 
are  carefully  constructed  to  have  no 
assets — a  guaranteed  tumoff  for  most 
lawyers.  Moreover,  the  foreign  com- 
panies are  relatively  new  to  the  U.S. 
market  and  therefore  do  not  suffer 


from  the  so-called  liability  tail — 
planes  already  out  in  the  market  for 
which  they  would  be  liable.  In  con- 
trast, Cessna  has  over  120,000  planes 
still  flying;  Piper  has  90,000  planes. 
Perversely  penalizing  companies  that 
have  made  products  that  still  func- 
tion after  many  years  of  use,  U.S.  ju- 
ries have  awarded  huge  damages 
against  planemakers  for  planes  they 
produced  20  years  ago,  even  though 
the  companies  had  nothing  to  do  with 
monitoring  and  maintaining  the 
planes  in  the  interim.  For  U.S.  compa- 
nies, every  plane  still  flying  is  a  poten- 
tial liability  judgment. 

The  planemakers  have  been  penal- 
ized by  their  success  in  another  way. 
Building  strong,  reliable  planes — 
combined  with  rigorous  airworthi- 
ness certification  requirements  by  the 
Federal  Aviation  Administration — 
means  that  used  planes  have  long 
lives.  In  the  past  decade,  used  planes 
competed  fiercely  with  new  planes, 
helping  to  dampen  demand  for  the 
latter.  This  was  especially  true  as  the 
liability  explosion  drove  up  the  prices 
of  newer  models  and  created  wind- 
falls for  sellers  of  used  planes. 

But  the  market  is  addressing  the 
imbalances.  Across  the  board,  prices 


of  used  aircraft  have  been  bid  up  over 
30%  in  the  last  three  years,  to  alltime 
highs.  In  many  segments  of  the  mar- 
ket, the  price  of  a  good  used  plane  is 
now  65%  of  the  price  of  the  same 
model  new.  With  prices  stabilizing 
and  fewer  used  planes  on  the  market, 
buyers  are  starting  to  return  to  the 
new  plane  market. 

Yet  if  there  is  still  a  threatening 
cloud  on  American  planemakers'  ho- 
rizons, it  has  been  their  inability  to 
keep  down  production  costs.  This 
could  be  an  opening  for  eager  foreign 
competitors  to  exploit,  as  the  Japa- 
nese did  in  automobiles  and  steel. 

Robert  Rockwood,  of  the  aircraft 
advisory  firm  Bristol  Associates,  fore- 
casts that  future  growth  in  the  U.S. 
corporate  aviation  market  will  be 
only  1%  more  than  the  replacement 
market;  the  outlook  is  no  better  for 
small-aircraft  sales.  If  he's  right,  the 
U.S.'  planemakers  will  never  again 
see  the  heady  days  of  the  1960s  and 
1970s.  The  smart  ones  don't  want  to 
see  those  days  again.  "The  industry 
has  to  realize  that  we  overbuilt,"  says 
Beechcraft's  Max  Bleck.  "It  was  an 
inflationary  period,  the  whole  men- 
tality, everything.  We  won't  do  it 
again."  ■ 
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Finalk  There's  A  Hotel 
Takes  A  Personal  Interest 


m 


hat 
nYou. 


ExclusivelyFor 

Amencan  Express'^ 

Cardmembers 

As  a  business  traveler,  you 

know  how  it  feels  when  a  hotel  treats 

you  like  just  another  face  in  a  crowd. 

But  that's  not  going  to  happen 
at  an  Embassy  Suites®  hotel.  Not  if 
you're  an  Embassy  Suites  Diplomat 
-a  new  class  of  business  traveler 
offered  exclusively  to  American 
Express®  Cardmembers. 

From  your  Diplomat  applica- 
tion, we  know  more  than  just  your 
name.  We  know 


important  to  you  when  you're 

on  the  road.  Whether  it's  a  suite  with 

a  king-size  bed  or  a  non-smoking 

suite,  it's  yours.*  Because 

we're  dedicated  to 

our  Diplomats.  And 

committed  totheir 

comfort  and 

satisfaction. 


As  an  Embassy  Suites  Diplomat, 
you  won't  have  to  worry  about  getting 
a  room  if  you  get  in  late.  Because 
when  you  call  1-800-EMBASSY  and 
reserve  your  suite  using  American 
Express®  Assured  Reservations,**  we 
preassign  your  preferred  suite.  And 
we  fax  you  your  written  con- 
firmation number  to  prove  it. 
You  won't  have  to  wait 
long  to  check  in,  either.  Because 
you're  preregistered  when  you 
make  your  reservation.  So  when 
you  arrive,  simply  give  us  your 
mat  number,  sign  in,  and  go  to  your 
suite.  To  check  out,  just  drop  off  your 
key  at  the  desk.  And  you're  on  your  way 
As  a  Diplomat,  you'll  also  receive 
a  handsome  luggage  tag  that 
sets  you  apart  from  the  crowd. 
And  a  personalized  Diplomat 
card  that  gives  you  access  to  all 
the  extras  you've  come  to  expect 
from  the  Embassy  Suites  hotels. 
Like  a  spacious  two-room  suite. 
Complimentary  breakfast  daily 
And  a  two-hour  complimentary 
manager's  reception"^  nightly. 

It's  time  you  got  the  recognition 
you  deserve.  So  apply  for  your  Diplo- 
mat card  today.  Call  1-800-EMBASSY 

for  an  application. 


And  remember. 
Diplomat  mem- 
bership is  ex- 
clusively 


or  pick  one  up 
at  any  of  our 
almost  100  Embassy  Suites 
hotels  nationwide. 


Americ; 
Express 
Cardmembers 


American 
;  Cardmember, 


EMBASSY 


SUITES 

^^H  O  T  E  L  S^^ 

1-800-EMBASSY 


Membership 
Has  Its  Privileges® 


Don't  leave  home  without  it.' 


J7M  C7Avt6 


GARFIELD:  ©  1978  United  Feature  Syndicate,  inc. 


DiplDmai 


It  memberehip  is  exduavely  for  Amencan  Express*  Cardmembers.  *Subject  to  avaOabity.  **Be  sure  to  ask  about  restrictions  and  cancellation  requirements  when  you  call  +  Subject  to  state  and  local  laws. 


jrairco  differs  from  the  typical  pawnshop 
:n  a  couple  of  ways:  It  sells  vised  cars  and 
ds  market  value  is  now  $640  million, 
which  is  out  of  all  proportion  to  its  risks. 

It's  legal, 
but  is  it  smart? 


By  William  P.  Barrett 


ASKED  WHAT  it  takcs  for  a  pros- 
pect to  pass  a  credit  check,  a 
b  salesman  at  one  of  Urcarco 
Inc.'s  used  car  lots  in  Houston  replies 
with  a  laugh,  "A  down  payment."  It's 
a  furmy  line,  unless  you're  a  Urcarco 
shareholder. 

Urcarco  is  one  of  the  stock  market's 
true  highfliers.  In  business  for  just 
three  years,  Urcarco  now  has  1 7  used 
car  lots  in  major  Texas  cities  and  am- 
bitious expansion  plans. 

Since  going  public  in  mid-Novem- 
ber at  a  split-adjusted  $7.33  a  share, 
the  Fort  Worth-based  company  has 
seen  its  stock  nearly  triple,  to  a  recent 
$20.38.  In  late  May  investors  snapped 
up  another  $100  million-plus  offering 
at  $19.88  a  share,  giving  Urcarco  a 
market  cap  of  $640  million  and  valu- 
ing the  holdings  of  its  insiders,  origi- 
nal backers  and  their  families  at 
more  than  $200  million.  Reported 
earnings  for  the  nine  months  end- 
ing Mar.  31:  $10  million,  on  rev- 


enues of  $99  million.  On  an  aimua- 
lized  basis,  the  company  is  selling  at 
nearly  5  times  sales  and  at  33  times 
reported  earnings. 

Anyone  who  never  realized  the 
used  car  business  could  be  so  good 
should  remember  that  Urcarco  is  real- 
ly a  bank — or,  more  precisely,  a  pawn- 
shop. It  borrows  money  cheap  and 
lends  money  dear,  collateralized  by 
personal  property.  Indeed,  the  moving 
force  behind  Urcarco  is  Chairman, 
President  and  Chief  Executive  Clifton 
H.  Morris  Jr.,  a  54-year-old  accoun- 
tant who  held  high  financial  posts  at 
Cash  America  Investments,  the  pub- 
licly owned  pawnshop  chain,  and  Ser- 
vice Corp.  International,  the  big  fu- 


neral home  chain.  (Morris  and  other 
Urcarco  officials  declined  to  speak 
with  Forbes,  citing  the  then-pending 
stock  offering.) 

Urcarco's  prospectus  explicitly 
states  that  it  welcomes  customers 
with  poor  credit  records  and  little 
cash.  It  requires  modest  down  pay- 
ments, usually  $1,000  or  less,  and 
aims  to  more  than  offset  its  higher 
risks  by  marking  up  the  cars  a  lot, 
charging  more  for  the  money  it  lends 
and  allegedly  managing  its  business 
better  than  your  run-of-the-mill  used 
car  lot.  But  Urcarco,  in  its  appetite  for 
leverage  and  risk,  has  a  style  more  in 
tune  with  the  decade  past  than  the 
one  ahead.  Since  the  small  down  pay- 
ment mostly  goes  immediately  out 
the  door  for  sales  tax,  title  and  trans- 
fer fees  and  insurance,  Urcarco  basi- 
cally finances  100%  of  its  sales. 

A  typical  "note  lot"  used  car  deal- 
er— that  is,  one  who  does  his  own 
financing — might  pay  $1,500  to  buy 
and  fix  up  a  used  car  and  then  sell  it 
for  maybe  $3,000.  Terms:  a  $1,000 
down  payment  and  a  two-year  loan  for 
$2,000  at  22%  per  aimum.  That 
means  the  dealer  has  $500  in  "money 
on  the  street" — the  wholesale  cost 
minus  the  down  payment,  and  a  key 
industry  measure  of  a  dealer's  expo- 
sure to  risk.  The  interest  he's  earn- 
ing— $440  a  year — is  a  very  nice  re- 
turn on  his  $500  investment  and  can 
offset  a  high  level  of  defaults  and  re- 
possessions. That's  the  traditional 
way  of  doing  business. 

Here's  Morris'  way:  Urcarco  pays 
maybe  $4,000  to  buy  and  fix  up  a  late- 
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Eagle  Talon  TSiAWD 


Full-time  all-wheel  drive.  A  turbocharged,  195 
horsepower,  4.6 -valve  engine.  SCCA  Manufacturers 
Champion  for  showroom  stock  cars.  And  one  of  Car 
and  Driver  magazine's  "Ten  Best"  for  1990. 

You'll  find  that  when  it  comes  to  high-powered, 


great-handling  sports  cars.  Eagle  Talon  is  it! 

For  more  information,  call  1-800-JEEP-EA.GLE. 

Or  see  a  Jeep        Advantage  :Eagle® 

and  Eagle  dealer ^ ^ :^ 

for  a  test  drive.    Chrysler's  Ncwcst  Division 


Protects  engine  and  powertrain  for  7  years  or  70,000  miles  and  against  outerbody  rust-through  for  7  years  or  100,000  miles.  See  limited  warranty  at  dealer. 
Restrictions  apply  Buckle  up  for  safety 


Paula  NelsorvDallas  Morning  News 


Clifton  H.  Morris  Jr.,  Urcarco's  chairman,  president  and  chief  executive 
His  stockholders  are  taking  a  lot  on  faith. 


model  used  car,  and  then  resells  it  for 
$8,000.  The  down  payment  is  still 
$1,000,  but  the  loan,  at  perhaps  24%, 
runs  for  three  years  or  even  more.  So 
for  a  longer  time  Urcarco  has  $3,000 
in  "money  on  the  street" — several 
times  the  industry  average.  True,  Ur- 
carco is  still  making  a  good  return — 
56%  a  year  at  simple  interest  on  its 
investment.  On  the  other  hand,  the 
return  is  less  than  the  industry's  aver- 
age, and  the  degree  of  risk  far  higher. 

From  discussions  with  several  Tex- 
as note  lot  dealers  and  their  accoun- 
tants (some  of  whom  doubtless  feel 
threatened  by  Urcarco),  it's  clear  that 
Urcarco  is  using  some  extremely  ag- 
gressive accounting  policies,  too.  For 
example,  to  cover  the  costs  of  the 
deals  in  which  the  customer  and  the 
car  disappear,  Texas  dealers  say  they 
routinely  set  aside  25%  to  30%  of 
sales  on  profit-and-loss  statements 
prepared  for  their  bankers. 

Urcarco?  In  its  latest  statement  (un- 
audited) for  nine  months  ending  Mar. 
31,  it  took  a  loss  provision  of  just  18% 
of  sales — on  riskier  loans.  Had  Ur- 
carco set  aside  30%  of  sales,  its  earn- 
ings for  the  last  three  quarters  would 
drop  80%,  from  $10  million  to  just 
over  $3  million,  or  9  cents  a  share. 


Annualized  at  that  level,  Urcarco  is 
really  selling  for  about  170  times 
earnings. 

The  balance  sheet,  adjusted  for  the 
most  recent  May  stock  offering, 
shows  $200  million  in  book  value 
(about  $6.45  a  share).  However,  nearly 
half  the  assets  are  sales  receivables — 
the  principal  amount  owed  on  the 
20,000  or  so  cars  Urcarco  has  financed 
to  date.  The  company  values  this  pa- 
per at  89'/2  cents  on  the  dollar.  Ac- 
countants who  specialize  in  doing  the 
books  of  used  car  dealerships  say  they 
normally  figure  70  cents  to  80  cents 
on  the  dollar.  Writing  Urcarco's  sales 
receivables  down  to  75  cents  on  the 
dollar  would  cut  book  value  by  9%. 

Urcarco's  current  repossession 
rate — 22%  to  33%,  depending  on 
who's  talking — doesn't  seem  better 
than  that  of  the  typical  Texas  note  lot 
dealer  and  may  in  fact  be  worse. 

In  any  case,  Urcarco's  stockholders, 
especially  the  newest  ones,  are  taking 
a  lot  on  faith.  The  company  has  a 
fiscal  year  ending  June  30,  meaning  its 
auditors.  Coopers  &  Lybrand,  haven't 
certified  the  sufficiency  of  the  loan- 
loss  reserves  since  last  July.  That's  a 
very  long  time  for  an  outfit  whose 
sales  increased  450%  over  the  previ- 


ous period.  This  dramatic  growth  is 
hiding  any  asset  quality  problems. 

Still  in  its  development  stage,  Ur- 
carco is  not  self-sustaining.  Its  latest 
prospectus  says  the  company  requires 
between  $6  million  and  $8  million  of 
cash  each  month  "from  sources  other 
than  its  operations."  That  means  bor- 
rowing money  or  floating  stock.  Dur- 
ing April  alone,  Urcarco  drew  down 
$10  million  on  its  $45  million  bank 
credit  line  with  ncnb  Texas.  At  that 
rate,  and  without  the  $100  million 
offering,  Urcarco  would  have  been  flat 
out  of  cash  by  late  summer,  at  a  time 
when  a  credit  crunch  might  preclude 
new  borrowing. 

Last  month's  $100  million  stock  is- 
sue, which  Morris  and  his  team  vigor- 
ously and  successfully  flogged  across 
the  U.S.  and  Europe,  was  a  bravura 
road  show,  performed  with  feeling 
and  self-interest:  Morris  and  other  in- 
siders own  or  control  some  35%  of 
Urcarco's  stock.  The  company  has  al- 
ready hinted  broadly  that  the  insiders 
may  sell  at  least  some  of  their  stakes 
when  restrictions  are  lifted  starting 
next  month.  If  they  can  get  even  close 
to  the  stock's  current  price,  it's  a  pret- 
ty good  bet  some  will  take  the  money 
and  run.  ■ 
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FAXIOOOL 
AffordaHe  Plain  Bond  Paper  Fax 


Ricoh  Presents  Conclusive  Proof  That 
All  Fax  Machines  Aie  Not  Created  Equal 


There  are  fax  machines.  And  then  there  are  RICOH  fax  machines 
To  see  the  difference,  all  you  need  to  do  is  look  at  the  fax. 

Introducing  The  World's  First  Dual  Paper  Roll  Fax 

The  world's  first  dual  paper  roll  fax  is  the  RICOH  FAX105. 

The  RICOH  FAXlOS's  dual  paper  rolls  allow 
you  to  receive  oversized  documents  up  to 
U-inches  wide  at  full  size  without  shrinkage. 
Which  is  great  for  faxing  documents  such  as 
ledger  sheets  and  computer  printouts.  And  of  course  the  RICOH 
FAX105  comes  with  lots  of  other  great  features.  Such  as  a  9  second 
transmission  rate.  A  memory  upgradable  M^^' 

tol46pages.  Andal33-numberautodialer.       ,    ,      '^^^' ', 

Put  It  Down  On  Plain  Paper 


There's  nothing  like  plain  paper  to  make  your  fax  transmissions 
look  their  best.  RICOH's  FAXIOOOL  and  FAXIOIOL  combine  laser 
printing  technology  with  our  revolutionary  "super  smoothing" 
process  to  produce  images  at  near  400x400  resolution  on  plain 
bond  paper.  What's  more,  the  affordable  FAXIOOOL  and  FAXIOIOL 

come  with  such  advanced  features  as  a  114-number 

auto-dialer.  A  60-page  memory.*  And  an  automatic 

page  retransmit. 

Good  Things  Come  In  Small  Packages 
Ricoh's  broad  line  includes  fax  machines  for  businesses  of  all 
sizes.  The  FAX09  brings  big  features  to  a  small  office  fax.  Like  an 
automatic  document  feeder.  Automatic  dial.  And  a  7-page  memory. 

Which  just  goes  to  prove,  no  matter  what  you're  looking  for 
in  a  fax  machine,  it's  a  RICOH  fax  machine  you  should  be  looking 
for.  To  find  a  RICOH  dealer  or  representative  nearest  you,  dial 
1-800-63-RICOH. 

"in® 

jij 

Where  ImaginationBecomes  Reality 


FAX105 
World's  First  Dual  RoU  Fax 


FAX09 
Big  Features  In  A  Small  Fax 


Official  Worldwide  Sponsor  of 
the  1992  Olympic  Games 

OCX) 


For  more  information,  write  to:  Ricoh  Corporation,  5  Dedrick  Place,  West  Caldwell,  NJ  07006.  Attn;  Office  Products  Business  Division,  Box  20. 
*  15-page  memory  onFAXlOlOL  36-  USC  380 


Computers  /  Communications 


Bad  design  costs  manufacturing  compa- 
nies big  money.  Is  there  a  way  to  get  things 
right  the  first  time? 

Back  to  the 

(electronic) 

drawing  board 


By  Kathleen  K.  Hieffla 

T\  HE  FIRST  TIME  Procter  &.  Gam- 
ble introduced  its  Crest  tooth- 
paste in  a  pump  dispenser,  in  the 
surmner  of  1985,  it  foimd  itself  with 
an  expensive  marketing  disaster.  Cus- 
tomers complained  that  the  pump 
was  messy  and  hard  to  use;  p&g's 
suppliers  complained  that  the  pump 


was  causing  their  expensive  injection 
molds  to  fail. 

Bad  design  can  always  be  fixed — but 
at  a  steep  price,  as  p&lg  learned  the 
hard  way.  In  the  end,  Cinciimati- 
based  P&.G  reached  out  to  a  neighbor 
for  help — a  little  software  and  engi- 
neering services  outfit  called  Struc- 
tural Dynamics  Research  Corp.,  in 
nearby  Milford,  Ohio.  Using  its  own 


software.  Structural  Dynamics, 
which  goes  by  sdrc,  created  a  precise 
computer  model  of  the  pump  that  be- 
came the  electronic  blueprint  for  tool- 
ing the  pvunp  mold,  sdrc's  engineers 
also  did  a  computer  simulation  of  the 
plastic  injection  molding  process  to 
ensure  the  computer-designed  parts 
would  fill  evenly  and  produce  high- 
quality  components.  The  redesigned 
pump  went  back  on  the  shelves  in 
1986  and  has  been  a  success  since. 

So  why  doesn't  every  mechanical 
engineer  have  a  computer  to  design 
his  parts  for  him?  Two  reasons.  One  is 
that  mechanical  engineering  is  just 
not  as  sexy  as  electronic  engineering, 
which  has  attracted  the  lion's  share  of 
design  automation  software.  Some 
mechanical  engineers  design  rockets 
and  turbines,  but  a  lot  of  them  spend 
their  lives  turning  out  such  things  as 
brake  systems  and  clutch  plates. 
Thus,  designers  of  semiconductor 
chips  have  a  wealth  of  software  to 
choose  from,  and  vendors  such  as 
Mentor  Graphics,  Cadence  Design 
Systems,  Valid  Logic  and  Daisy  Sys- 
tems do  several  billion  dollars  a  year 
in    sales    supplying    the    designers' 


Ted  Talhen'Qu.idranl 


Ronald  Friedsam  of  Structural  Dynamics  Research  Corp. 

Mechanical  engineering  Just  isn*t  <u  aexy  ob  electronic  engineering. 
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SHORTEST 


BETWEEMTHVO 
POMTSBA 

STRAKHT 


Bureaucracy  can  kill  a  company. 

It  can  also  cripple  its  customers.  Today, 
no  one  San  afford  to  work  with  a  maze  of  corporate 
buck-passers. 

So  at  the  new  Wang,  we're  attacking  bureauc- 
racy head-on. 

By  some  very  hard  but  necessary  decisions, 
we're  revolutionizing  our  entire  organization. 

We  have  21%  fewer  vice-presidents  today 
than  on  July  1, 1989. 25%  fewer  directors.  36% 
fewer  managers.  55%  fewer  supervisors. 

What  you  find  today  is  the  muscle.  Working 
muscle. 

Over  20,000  people  with  the  power  and  the 
willingness  to  act  for  you.  People  with  answers 
for  you. 

Their  work  is  already  paying  off  for  you. 

For  example,  within  48  hours  of  placing  an 
order,  you'll  now  know  exactly  when  your  order 
will  be  delivered. 

No  ifs,  ands  or  l-don't-knows. 

Moreover,  now  no  product  will  take  more  than 
eight  weeks  to  arrive. 

Most  will  take  less  than  four.  And  many  will  be 
at  your  office  within  24  to  72  hours. 

Fast  work,  not  fast  talk.  It's  the  shortest  way 
we  know  to  get  to  work. 


LET'S  GET  TO  WORK. 


WANG 


iMnp/Comm 


iceds.  The  market  for  mechanical  en- 
nneering  software  is  not  expected  to 
iCjch  $1  bilhon  until  next  year. 

The  other  reason  for  the  scarcity  of 
mechanical  engineering  software  is 
that  the  design  of  airplane  brakes,  for 
all  their  seeming  banality,  needs  an 
awful  lot  of  computing  power.  Creat- 
ing the  complex  three-dimensional 
models  mechanical  engineers  use  re- 
quires up  to  four  times  as  much  com- 
puting power  as  the  two-dimensional 
graphics  needed  to  design  layouts  for 
integrated  circuits  or  circuit  boards. 
Until  recently,  when  workstations 
with  mainframe-like  power  became 
affordable  for  engineers,  manufactur- 
ers just  couldn't  give  their  mechani- 
cal engineers  much  in  the  way  of 
computing  power.  If  they  spent  mon- 
ey automating  design,  they  spent  it  to 
make  production  drawings  and  in- 
struction sets  for  the  numerically 
controlled  machine  tools  on  the  fac- 
tory floor. 

Enter  sdrc.  Started  in  1967  by  six 
engineering  professors  and  students  of 
mechanical  engineering  at  the  Uni- 
versity of  Cincinnati,  sdrc  plodded 
along  for  years  largely  as  an  engineer- 
ing consulting  company.  More  by 
technical  than  managerial  brilliance, 
it  became  the  leader  in  software  that 
helps  mechanical  engineers  design 
their  parts.  And  now  it  is  lucratively 
entrenched  in  this  end  of  the  comput- 
er-aided-design business. 

Software  from  sdrc  sells  for  up  to 
$54,000  for  a  total  system  and  runs  on 
a  variety  of  popular  Unix  worksta- 
tions, including  those  of  Sun  Micro- 
systems, Silicon  Graphics,  Digital 
Equipment  and  Hewlett-Packard's 
Apollo  line.  Selling  software  at  prices 
like  that  is  nice  work  if  you  can  get  it. 

Alas,  getting  the  work  means 
spending  millions  on  programmers 
and  salesmen.  By  1986  sdrc  had  se- 
vere cash  problems.  The  board 
brought  in  Ronald  J.  Friedsam,  46,  an 
up-and-coming  Unisys  marketing 
vice  president,  to  get  sdrc  headed  in 
the  right  direction.  "It  had  brilliant 
technology,  but  marketing  was  a  bunch 
of  engineers  talking  to  engineers,"  says 
Friedsam,  now  chief  executive. 

As  the  leading  exponent  of  mechani- 
cal computer-aided  engineering,  today 
Friedsam  is  riding  a  wave  of  accep- 
tance. Hughes  Aircraft  and  Boeing  are 
big  users  of  sdrc's  software,  ibm, 
which  accounted  for  15%  of  1989 
software  revenues,  remarkets  sdrc's 
design  software  under  its  own  brand 


B.f.  Goodrich  wheel  and  brake  assem- 
bly and  software  model  (above);  cellu- 
lar phone  and  exploded  view  (below) 


name.  Cades.  Digital  Equipment 
Corp.  remarkets  it  under  sdrc's  label. 
In  1989  SDRC  earned  $10.4  million  on 
sales  of  $94  million.  This  year  sdrc 
will  likely  earn  over  $12  million  on 
sales  of  $116  million.  Since  the  com- 
pany went  public  in  1987,  adjusted  for 
a  recent  2-for-l  split,  the  stock  price 
has  nearly  quadrupled. 


Those  fat  profits  are  begirming  to 
interest  some  computer-aided-design 
companies  whose  markets  are  hurt- 
ing. But  with  over  $100  million  in 
research  and  development  spending 
invested  in  its  I-Deas  software,  and 
over  20,000  users,  sdrc  has  created  a 
formidable  barrier  to  entry. 

Here's  Friedsam's  selling  proposi- 
tion: Decisions  made  early  in  a  prod- 
uct's design  cycle  set  the  direction  for 
the  majority  of  a  product's  total  costs. 
If  a  change  at  the  drawing-board  stage 
of  a  product  costs  about  $1,  in  final 
production  that  same  change  costs 
$10,000,  and  after  a  field  failure, 
$100,000  or  more,  according  to  recent 
data  from  British  Aerospace.  These 
costs  arise  because  the  analysis  and 
testing  that  flag  design  problems  do 
not  come  until  late  in  the  process. 

Becton  Dickinson,  for  example,  cut 
manufacturing  and  design  costs  for  its 
plastic  disposable  products  by  using 
the  software.  The  hospital  supplier 
eliminated  one  prototype  stage  for  a 
hypodermic  syringe  it  designed  by 
modeling  the  syringe  molds  on  a  com- 
puter screen  and  simulating  the  flow 
of  plastic  into  the  injection  molds  to 
test  for  potential  problems  early  in 
the  design  cycle. 

"Our  products  are  aimed  where  lit- 
tle investment  has  been  made  but  will 
be  in  the  future,"  says  Friedsam.  "Me- 
chanical engineers  have  been  more 
conservative,  more  skeptical  than 
electronic  engineers." 

But  Friedsam  is  finding  that  manu- 
facturers in  Europe  and  the  Far  East, 
particularly  Japan,  are  greeting  his 
technology  with  more  enthusiasm 
than  the  metal-benders  back  home.  In 
1989  over  half  sdrc's  sales  (and  76% 
of  operating  income)  came  from  over- 
seas. Structural  Dynamics'  analysis 
software  was  used  by  Mazda  to  ana- 
lyze its  popular  new  Miata  sports  car's 
performance  in  the  development 
stage.  Early  last  year  sdrc  joined  with 
Japanese  automaker  Nissan  Motor 
Co.  to  provide  engineering  consulting 
services  in  the  Far  East. 

Despite  all  the  tv  commercials  fea- 
turing engineers  designing  cars  on 
computers,  the  use  of  mechanical 
computer-aided  engineering  tools  is 
gaining  popularity  faster  overseas,  ac- 
cording to  the  market  research  firm 
Dataquest. 

"We  really  created  this  industry 
from  nothing,"  says  Friedsam,  whose 
stake  in  sdrc  is  worth  $5.1  million  on 
paper.  There's  no  guarantee  that  any 
computer  can  help  a  mechanical  engi- 
neer turn  out  an  automobile  as  ele- 
gant as  the  Miata.  But  Friedsam's  soft- 
ware will  make  it  harder  to  produce  a 
clunker.  ■ 
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AT  ROLMJHE  WAY  TO  GET  AHEAD 

AT  THE  OFFICE  IS  TO 

STAYAWAY  FROM  THE  OFFICE 


Its  not  that  were 
cramped  for  space  at 
ROLM.  Very  simply,  we 
believe  that  every  mo- 
ment our  field  force 
spends  in  our  office  is  a 
moment  that  they  could 
be  spending  with  you. 
Learning  your  business. 
Asking  questions.  Finding 
out  what  they  need  to 
know  to  make  your  tele- 
communications system, 
and  your  company's  oper- 
ations, as  effective  as  possible.  From  com- 
bining voice  and  data  facilities  into  one 
integrated  system  and  explaining  to  each 
employee  exactly  how  to  use  it. To  improving 
your  call  center  productivity  through  new 

ReJos  Dicea  is  a  nsiaatd  indmwk  of  the  B»ders  Digest  Associ.uon.  Inc  CJIPiih  is  a  ir«iemMl  of  IBM©  1990  ROLM  Company- 


applications  like  CallPathr 

You  see,  at  ROLM 
we  make  it  our  business  to 
know  yours.  And  that's 
something  we  can't  do  sit- 
ting behind  a  desk. 
Or  standing  around  the 
coffee  machine.Which 
means  as  a  ROLM  cus- 
tomer, you'll  be  seeing  a 
lot  more  of  our  people 
than  we  do.  And  that's 
fine  with  us.  Because 

8:56  a.m.:  the  ROLM  representative  reporting  to  work  ,11      i 

at  READER'S  DIGEST  World  Headquarters.  WC  11  alwayS  knOW  jUSt 

where  to  find  them.  And  so  will  you. 

For  more  information,  please  call  us 
at  1-800-624-8999  extension  235. 


WE  ASK  BETTER  QUESTIONS. 
YOU  GET  BETTER  ANSWERS. 

An  IBM  and  Siemens  Company 


"Having  to  finish  an  entire  merger  document  today  hasn'i  rfi 


\Jne  of  life's  greatest  satisfac- 
tions is  professional  achieve- 
ment. But  an  even  greater 
satisfaction  is  professional 
achievement  with  a  little  time 
left  over — for  rest,  recreation, 
and  the  regular  opportunity  to 
stock  up  on  corn  flakes  and 
tunafish. 


At  Canon,  we're  very  proud  that 
our  innovations  in  office  technol- 
ogy help  make  the  sometimes 
elusive  goal  of  personal/profes- 
sional balance  a  little  easier  to 
reach 

Our  office  machines  continually 
establish  new  benchmarks  in 
productivity,  versatility,  reliabil- 


ity, and  just  plain  ease  of  use. 
Around  the  world,  more  beauti- 
ful work  is  getting  done.  Quicker. 
And  lots  of  it  Because  of  Canon 
breakthroughs  in  electronic  type- 
writers Fax  Office  copiers  Even 
color  laser  copiers. 
But  Canons  helping  a  lot  of 
people  far  outside  the  office,  loo. 


) 
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n|-eduded  a  major  supermarket  acquisition." 


'id  you  know  that  American 
lanufacturers  are  using  Canon's 
^novative  technology  in  semi- 
onductor  chip  production? 
)r  that  Canon  medical  optics  are 
elping  save  the  vision  of  glau- 
oma  and  cataract  patients? 
)r  that  the  range  of  Canon's  in- 
olvement  today  extends  from 


business  to  biotechnology — and 
beyond? 

Yet  in  one  way,  all  our  work  is  the 
same.  Canon  still  has  just  one 
goal  in  striving  for  great  techno- 
logical breakthroughs. 
And  that's  to  make  the  small 
human  ones  possible. 


Broadcasting  Equipment 
Calculators 
Color  Laser  Copiers 
Communication  Aids  for  Disabled 
Components 
Desktop  Publishing  Systems 
Digital  Image  Scanners 
8mm  Video  Camcorders 
Electronic  Typewriters 
Facsimile 
Floppy  Disk  Drives 
Laser  Beam  Printers 
Medical  Equipment 
Micrographics  Equipment 
Office  Copiers 
Personal  Computers 
Personal  Copiers 
Printers 
Semiconductor  Equipment 
Still  Video  Systems 
35mm  Cameras 
Word  Processors 


The  heart  of  technology      CMIOTI 
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Random  Access 


Commentary  by  Esther  Dyson 


THE  NOTEPAD  REVOLUTION 


Microsoft  has  just  announced  Win- 
dows 3.0  with  more  hoopla  than  any 
computer  event  since  Steve  Jobs' 
Next  armouncemenf  in  1988.  But 
hoopla  does  not  a  revolution  make, 
and  this  is  no  revolution.  Windows 
represents  an  upgrade,  but  users 
will  be  miming  much  the  same  old 
programs,  prettied  up.  You  could 
say  the  same  for  the  Next  machine. 
They  will  expand  the  market,  but 
they  won't  create  new  markets. 

So  where  will  the  next  revolution 
in  personal  computers  come  from? 
From  outside  the  establishment. 
My  guess  is  that  it  will  happen  on 
one  of  those  little  portable  pen- 
based  machines  that  are  so  hot  right 
now.  If  they  can  attract  the  right 
software,  they  could  attract  a  funda- 
mentally new  customer  base. 

Aside  from  the  Gridpad  system, 
few  have  been  announced,  but  com- 
panies in  the  field  include  go  Corp., 
Communication  Intelligence  Corp. 
and  Momenta  Inc. 

The  personal  computing  business 
began  with  typists  and  writers,  who 
started  in  the  era  of  dedicated  word 
processors  from  Wang  and  ibm.  The 
Apple  II,  with  VisiCalc  as  its  spread- 
sheet, got  the  early  financial  ana- 
lysts,- the  PC,  with  1-2-3  as  its 
spreadsheet,  carried  on  that  ad- 
vance; and  the  Mac,  with  Page- 
Maker as  its  layout  software,  got  the 
graphic  artists.  Each  machine's  ini- 
tial market  depended  on  a  software 
advance. 

The  next  frontier  is  the  traveling 
business  person.  He  sees  his  world 
not  as  a  spreadsheet  or  a  laid-out 
document  or  pie  chart  or  even  a 
memo,  but  as  a  calendar.  The  re- 
source he  monitors  most  carefully 
is  his  time,  and  the  way  he  orga- 
nizes things  is  by  time.  First  the 
breakfast  with  Robotron,  then  the 
performance  review  with  Henry, 
the  phone  calls  to  the  three  top 
prospects,  the  visit  to  the  dentist, 
the  plaiming  meeting  with  Juan  and 
Alice,  the  briefing  with  the  sales 
team,  the  letter  to  Mr.  Borkovsky, 
the  articles  to  read,  the  quality  time 
with  the  kids  ...  all  these  are  filed 


Esther  Dyson  is  editor  arui  pubti'ihcr  of  the 
newsletter  Release  1 .0. 


in  some  order  under  "today." 

The  system  this  person  needs  is 
not  a  spreadsheet  or  word  processor 
or  graphical  charting  package;  it's 
an  electronic  calendar — the  way  a 
spreadsheet  is  an  electronic  finan- 
cial report.  It's  alive;  you  can  pro- 
gram it,  manipulate  it,  reorganize  it. 
It's  no  mere  listing  of  events  that 
you  can  enter  or  erase,  nor  a  set  of 
boxes  that  can  be  displayed  one  day 
at  a  time  in  30-minute  increments 
on  command. 

In  fact,  it's  a  way  of  organizing 
access  to  other  applications.  So,  for 
example,  when  I  put  in  the  break- 
fast with  Robotron,  there's  a  link  to 
the  Robotron  file,  with  sales  histo- 
ry, some  personal  information  on 
the  Robotron  contact,  and  so  forth. 
The  particular  restaurant  we're 
meeting  at  is  also  an  object,  with  an 
address  and  opening  hours  attached; 
if  the  woman  from  Robotron  wants 
to  know  how  to  find  it,  we  could 
easily  fax  her  the  map  by  selecting 
the  restaurant's  name  and  the  map 
field,  the  send  command  with  the 
fax  option,  and  her  name  to  fill  in 
the  "to"  slot.  Or  perhaps  there's  a 
confirm-appointment  button  that 
does  all  this  automatically;  the  op- 
tions include  fax.  E-mail  or  printer, 
and  map  or  directions  or  both. 

The  performance  review  with 
Henry  has  links  to  the  personal  file; 
if  I  had  a  different  kind  of  meeting 
with  Henry — a  strategy  session, 
say — there  might  be  links  to  the 
marketing  :^lan  for  his  territory.  Ba- 
sically, I  get  to  see  the  world  filtered 
through  my  schedule. 

But  there's  more  to  this  than  just 
looking  at  the  world;  there's  chang- 
ing it.  This  application  would  give 
me  the  ability  to  move  appoint- 
ments around,  to  assign  priorities, 
to  generate  follow-up  letters  auto- 
matically, to  fill  in  a  performance 
review  memorandum  and  post  it  to 


Henry's  file  and  schedule  a  follow- 
up  meeting. 

Now  the  amount  of  writing  nec- 
essary is  minimal.  Most  of  the  infor- 
mation is  in  the  computer  already. 

In  fact,  someone  else  can  do  all 
the  typing;  my  system  just  needs  to 
be  able  to  get  the  information 
through  a  fax  or  E-mail  over  a  phone 
line.  Most  of  what  I  want  to  do  is 
pick  choices  off  a  menu,  see  select- 
ed information  about  various  items, 
enter  a  few  notes  and  move  stuff 
around:  Reschedule  this;  send  that 
to  this  person;  set  this  item  for  re- 
view next  Monday;  if  Jim  calls,  see 
if  he's  free  for  lunch  Monday  or 
Wednesday,  then  call  Fred  and  see  if 
he's  free  on  the  other  day. 

In  essence,  I  want  some  access  to 
all  those  other  applications,  but  my 
"home"  is  my  calendar,  not  my 
desktop.  I  don't  want  a  lot  of  win- 
dows scattered  on  my  desk  in  a 
pleasing  but  meaningless  pattern.  I 
want  a  lot  of  items  sequenced  by 
priority  and  cross-referenced. 

The  closest  anyone  comes  to  such 
a  system  is  probably  Daybook,  from 
startup  Asymetrix,  bundled  with 
Microsoft  Windows  3.0.  Asymetrix 
was  founded  by  Microsoft  co- 
founder  Paul  Allen,  and  its  Day- 
book might  well  be  assured  of  suc- 
cess purely  on  the  strength  of  the 
Windows  connection.  But  Daybook 
doesn't  go  far  enough.  If  you  take  an 
item  out  of  the  address  book  and  put 
it  in  the  calendar,  it  becomes  just  a 
name,  not  a  reference  to  the  person 
in  the  address  list.  It's  the  ability  to 
deal  with  other  applications,  not 
just  with  the  dead  data,  that  I'm 
talking  about.  And  Daybook  needs  a 
regular  computer. 

Millions  of  people  consider  their 
personal  computer  a  1-2-3  machine. 
Millions  more  feel  that  same  cozy 
way  about  their  word  processor  (for 
me,  it's  Xywritc).  But  there  arc 
probably  an  equal  number  of  mil- 
lions who  would  feel  that  way  about 
a  calendar  machine,  if  they  did  not 
have  to  type  or  chck,  but  could 
just  write,  circle,  cross  out  and 
mark  up.  That's  the  promise  of  the 
next  generation. 

Would  you  buy  one?  Let  mc 
know.  ■ 
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'  got  to  address 
hecor. 
M 

working  together,  intend  to  do" 

Dave  Thomas,  President 
National  Distribution  Division 
fBM  Corporation 


Bill  Tauscher,  Presiderft ' 
ComputerLand 


IBM  and 
ComputerLand: 

redefining 

what  it  means  to 

serve  business. 


ComputerLand  and  IBM  have 
been  teaming  up  to  serve  business 
ever  since  ComputerLand  brought 
the  first  IBM  PCs  to  market  in  1981. 
'What  you're  seeing  now  is  a 
strengthening  of  that  partnership  in 
a  way  that's  beneficial 
to  the  customer,"  says 
Dave  Thomas,  presi- 
dent of  the  National 
Distribution  Division  of  IBM. 

"ComputerLand  has  always  been 
a  key  business  partner,"  he  adds. 
'By  our  satisfying  the  needs  of  the 
ComputerLand  centers,  they  in  turn 
can  offer  the  business  customer 
unparalleled  support  and  ser- 
vice for  IBM  equipment,  as 
though  they  were  extensions 
of  IBM  itself." 

"We're  fine-tuning  ourselves 
to  current  business  needs,' 
says  ComputerLand  CEO  Bill 
Tauscher.  "Dave  and  I  are  work- 
ing together  to  hone  what  we  have. 
Namely,  the  largest  sales  and  tech- 
nical force  in  the  computer  reseller 
industry." 


Compuleflcincl 


Business  to  business.  Person  to  person. 


I  I't'Hi  CompuicrLuiul  Li'ri'oiuiion.  IBM  uiid  Personal  Synem  2 
jrt  nuislcreJ  trademarks  of  Inlernationat  Business  Machines  Corporation. 
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A  new  generation  of  laboratory  rodents 
could  lead  to  better  cancer  tests — and  just 
might  save  us  from  another  Alar  scare. 

Thoroughbred 
mice 


By  Ronald  Bail^ 


DID  YOU  ever  wonder  how  sci- 
entists decide  that  such-and- 
such  food  additive  or  pesticide 
is  "carcinogenic"  to  humans? 

Toxicology  testing  is  an  extremely 
tricky  business,  in  part  because  it  is 
difficult  to  distinguish  cancers  caused 
by  genetic  damage  from  cancers 
caused  by  massive  doses  of  the  sub- 
stance being  tested.  In  most  cases, 
right  now  there  is  no  surefire  mecha- 
nism that  tells  toxicologists  which 
substances  pose  any  real  risk  to  hu- 
mans, short  of  human  testing. 

Consider  the  test  used  to  outlaw 
the  artificial  sweetener  cyclamate  in 
1969.  The  testing  sacrificed  around 
320  laboratory  rats  and  took  over  two 
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Hazleton  's  David  Brusick 

Many  twunorm  are  from  overfeeding. 


years  to  run.  The  lab  animals  were  fed 
with  a  mixture  of  cyclamate  and  sac- 
charin. After  two  years  the  animals 
were  killed  and  found  to  have  more 
tumors  than  rats  in  a  control  group 
not  exposed  to  the  substances.  In  the 
end,  cyclamate,  a  widely  used  sweet- 
ener made  by  Abbott  Laboratories, 
was  yanked  off  the  U.S.  market, 
though  it  remains  in  use  elsewhere 
around  the  world. 

Today  most  scientists  would  con- 
cede that  the  banning  was  based  on 
scientifically  weak  grounds.  First, 
the  presence  of  saccharin  clouded 
the  results.  Moreover,  numerous 
tests  since  then  have  failed  to  prove 
a  link  between  cyclamate  and  can- 
cer. The  rodent  tests  that  led  to  a 
nationwide  panic  about  Alar- tainted 
apples  have  also  been  discredited.  Is 
there  a  better  way? 

That's  the  premise  behind  a  fasci- 
nating development  in  biotechnology: 
transgenic  animals  for  laboratory  test- 
ing. Transgenic  animals  have,  incor- 
porated into  their  heredity,  genes  that 
have  been  artificially  transferred  from 
an  entirely  different  organism.  The 
implanted  genes  can  affect  an  ani- 
mal's appearance  by,  say,  changing 
the  color  of  its  coat;  or  its  health,  say, 
by  making  it  prone  to  cancer. 

What?  Test  chemicals  on  mice  that 
are  deliberately  bred  for  a  susceptibil- 
ity to  cancer?  Isn't  that  unfair  to  the 
manufacturers  whose  plastics,  pesti- 
cides and  cosmetics  are  taken  off  the 
market  on  the  faintest  suspicion  of 
cancer?  Not  necessarily.  If  it's  done 
right,  a  cancer  test  using  specially 
bred  mice  is  scientifically  valid,  and  it 


is  cheaper  and  faster  than  one  done  on 
garden-variety  mice. 

Compare  the  cumbersome  two-year 
test  that  was  used  on  cyclamate  to  an 
updated  one  using  mice  specially  de- 
signed to  reveal  mutations.  Using  a 
genetically  altered  lab  animal  called 
MutaMousc,  toxicology  testing  will 
cost  in  the  neighborhood  of  $30,000, 
will  require  only  30  mice,  and  can  be 
completed  in  a  couple  of  weeks.  Mu- 
taMousc was  developed  in  the  Neth- 
erlands by  a  research  team  at  the  qua- 
si-public TNO  Laboratories,  and  is  bc- 


138 


FORBES,  lUNE  25,  19V0 


MutaMouse  in  the  hands  of  a  Hazleton  researcher 

Will  the  neift  cyclamate  get  a  fairer  shake  before  it's  btuuted? 


ing  marketed  in  the  U.S.  by  Hazleton 
Research  Products,  the  Denver,  Pa. 
lab  animal  division  of  Coming.  Muta- 
Mouse is  the  latest  in  a  growing  line 
of  supermice  designed  by  genetic  en- 
gineers for  use  in  lab  experiments. 

Need  to  test  a  new  breast  cancer 
drug?  What  you  need  are  designer 
mice  that  have  been  built  to  sponta- 
neously contract  the  disease. 

"The  potential  of  transgenic  mod- 
els in  medical  research  is  going  to  be 
phenomenal,"  says  Mclvin  Balk  of 
Charles     River     Laboratories,     the 


world's  leading  supplier  of  lab  ani- 
mals, which  breeds  OncoMouse,  a 
strain  of  mice  that  was  bioengineered 
to  develop  cancer  spontaneously. 
"The  bottom  line  is  that  transgenic 
animals  can  speed  up  research  for  de- 
veloping treatments  for  many  of  to- 
day's major  diseases." 

The  first  patented  transgenic  ani- 
mal was  OncoMouse,  developed  by 
Phillip  Leder  and  Timothy  Stewart  at 
Harvard  University  and  licensed  to 
Du  Pont.  OncoMouse  is  the  first  of  a 
flood  of  transgenic  research  animals 


that  hundreds  of  laboratories  are  now 
developing. 

In  the  case  of  MutaMouse,  the 
transplanted  genes  have  no  effect  on 
the  host  mouse.  They  act  as  a  kind  of 
genetic  tag  that  can  be  easily  flagged 
by  researchers  looking  for  damage. 
The  genetic  tag  is  created  by  picking 
out  a  gene  sequence — in  the  case  of 
MutaMouse,  it's  a  gene  from  a  bacte- 
rial virus — and  then  stringing  togeth- 
er 35  copies  of  it,  creating  an  abnor- 
mally long  gene.  The  supergene  is  in- 
jected into  mouse  embryos  and  will 
become  incorporated  into  some  of  the 
progeny's  genetic  makeup.  These 
transgenic  mice  are  then  bred  and 
mass-produced  for  laboratory  use. 

How  does  MutaMouse  help  detect 
mutagens  and  carcinogens?  After  the 
animal  is  exposed  to  a  chemical  or 
drug,  it  is  killed  and  the  easy-to-spot 
foreign  gene  sequence  is  extracted 
from  various  organs.  A  simple  lab  test 
that  involves  staining  strains  of  bacte- 
ria then  reveals  whether  the  gene  has 
mutated. 

This  simplified  kind  of  toxicology 
testing  has  broad  implications  for 
consumers  as  well  as  developers  of 
the  thousands  of  compounds  that  are 
invented  each  year.  Says  David  Bru- 
sick,  a  geneticist  who  directs  the  Mu- 
taMouse project  at  Hazleton,  "It  will 
help  distinguish  between  chemicals 
that  cause  cancer  due  to  genetic  dam- 
age and  those  that  cause  tumors  due 
to  overloading  the  animals." 

Transgenic  techniques  can  take  a 
lot  of  the  expense  and  guesswork  out 
of  developing  new  varieties  of  labora- 
tory animals.  Before  the  era  of  bio- 
technology, a  researcher  had  to  wait 
for  an  interesting  spontaneous  muta- 
tion to  appear  in  one  of  his  research 
animals.  This  explains  the  appearance 
of  such  famous  mouse  lines  as  the 
familiar  albino  mouse,  the  more  exot- 
ic waltzing  mouse  and  the  shivering 
mouse,  all  of  which  have  neurological 
genetic  mutations.  Then  there's  the 
nude  mouse,  which  is  bom  lacking 
not  only  hair  but  an  important  part  of 
the  immune  system.  Because  of  this 
defect  the  mouse  cannot  reject  tu- 
mors that  scientists  implant. 

Now  scientists  can  construct  new 
animals  to  meet  specific  require- 
ments. Soon  to  appear  on  the  market 
are  transgenic  mice  that  have  been 
created  as  models  of  human  diseases 
such  as  AIDS  and  Alzheimer's. 

As  of  now.  Coming's  Hazleton  and 
Stratagene  Cloning  Systems,  Inc.,  a 
laboratory  in  La  Jolla,  Calif.,  are  neck 
and  neck  in  the  race  to  market  these 
new  supermice. 

The  custom-bred  mice  just  might 
spare  us  from  the  next  Alar  panic.  ■ 
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Insights 


C'ommcnlary  by  Michael  (iianlurco 


THE  NEW  FAVORITES 


InHtitutionM  holding  more  than 
$100  million  in  Hccuritics  puhlicly 
report  their  stock  transactionH. 
Data  compiled  from  thcHc  filings 
an:  made  available  via  computer 
and  arc  useful  for  investors  because 
they  reflect  the  overall  changes  in 
the  holdings  of  investment  compa 
nics,  hanks,  insurance  companies, 
Kiih'.i.miial  uioncy  managers,  col- 
lege ciidownicnts  and  the  like. 
Which  stocks  are  these  big  inves- 
tors moving  into? 

Among  the  science  and  technol- 
ogy ■Jocks  in  the  PrinceKm  Portfo- 
lio-, (l.ii.ihasc,  the  largest  percentage 
irK.rt  .i.cs  III  institutional  holdings 
reported  this  month  were  those  in 
Borland  International,  Mil's,  Lattice 
SeniK oiidiictor  and  (Jablctron  (stfif 
tahle). 

One  reason  is  arithmetic.  These 
arc  relatively  new  issues,  and  the 
base  of  existing  institutional  hold- 
ings against  which  the  percentage 
calculation  is  made  is  therefore 
small.  It  is  important  information, 
however,  that  institutions  are  in 
deed  buying  into  newer  science  and 
technology  i.ssues. 

A  second  reason  for  the  buying  is 
fundamental.  Among  the  ranked 
companies,  6  of  l.S  doubled  their 
sales  over  the  year-ago  quarter.  The 
good  sales  growth  is  typically  re- 
flected at  the  bottom  line  in  sub- 
stantial profit  margins.  The  tech- 
nologies that  most  intrigued  insti- 
tutional buyers  were  reduced 
instruction  set  computing  proces- 
sors (mii'S  and  Silicon  C^raphics); 
network  links  (SynOptics  and  Ca- 
bletron); and  software  (Borland,  Sy- 
mantec, KnowledgeWare).  |ust  one 
biotech  stock,  Biogen,  made  the  list 
of  institutional  favorites. 

The  pharmaceutical  manufactur- 
er Marion  Merrell  Dow  is  a  special 
case.  The  dollar  value  of  the  in- 
crease in  institutional  sharehold- 
ings was  the  highest  in  the  table,  a 
reversal  of  a  long  downtrend-  and 
the  thing  that  caugjit  our  eye.  Some 


Michael  C,ianh4ra)  is  presk/erii  of  'ibe 
I'rincelon  I'ortfolios,  a  New  Jutwy  asw/ 
mantim'mitil  firm,  and  txtits  The  Toj;  "'  n 
its  UKH'kly  umi/mltrizi'd  neuviU'lttr  on 
/ruKntrrumts  in  sciericv  and  irchnoloffy. 


further  checking  showed  that  not 
only  are  some  institutions  buying, 
but  Dow  (Jhemical  also  is  buying 
and  .so  are  several  insiders. 

Marion  Laboratories  was  merged 
into  Merrell  Dow  to  form  Marion 
Merrell  Dow  in  a  deal  consummat- 
ed in  December  of  1989.  At  that 
point  Dow  C^hemical  had  purcha.sed 
about  67%  of  Marion.  The  remain- 
ing stock  still  trades  on  the  New 
York  Stock  Exchange  under  the  old 
Marion  Laboratories  ticker,  mkc,  re- 


Institutional 
buying 

Company 

Salr« 
incrcaMc 

Profit 
margin 

BorUnd  Intl  (o) 

34.4% 

12.0% 

MIPS  Computcf  Syt  (a) 

57.5 

10.8 

Lattice  Scmlcoa  (o) 

112.9 

20.4 

Cabletron  (n) 

61.6 

19.8 

KnowledxcWare  (o) 

134  J 

14.6 

DiRl  Intl  (o) 

47.5 

22.9 

Marion  Merrell  Dow  (n) 

137.9 

19.2 

Symantec  (o) 

27.5 

14.3 

SynOptics  Comm  (o) 

104.9 

13.8 

36.7 

1,5 

IntcrVolcc  (o) 

80.6 

30.8 

Silicon  Graphicw  (n) 

610 

7.9 

Parametric  Tech  (o) 

158.9 

22.8 

Komag  (o) 

1 16.3 

5.2 

Biogen  (o) 

745 

12  3 

()  nvfi  (he  (ouiilci       ii:  NY.SIi. 

cently  at  about  $23. 

The  value  committed  to  the  deal 
by  D(jw  Chemical  thus  far  has  been 
estimated  as  something  between 
$3. .3  billion  and  $4. 1  billion.  Because  • 
of  the  way  the  deal  was  structured, 
however,  the  ultimate  cost  could 
jump  by  as  much  as  $  1 .9  billion. 

This  IS  because,  as  a  sweetener  in 
Its  offer  for  Marion's  stock,  Dow 
(Chemical  issued  last  year  to  Mar- 
ion's shareholders  some  92  million 
contingent  value  rights.  (Ticker  dvr 
trades  on  the  Amcx,  recently  at 
about  10%.)  The  dvrs  work  some- 
what like  put  option  contracts — 
they  go  up  as  Marion's  stock  goes 
down.  The  put  is  a  messy  one,  with 
two  different  possible  expiration 
dates.  Considering  only  the  earlier 
expiration  date,  in  September  1991, 
the  uvK  gives  the  holder  a  payoff 
equal  to  the  amount  by  which  Mar- 
ion's stock  falls  short  of  $45.77,  up 
to  a  maximum  payment  of  $15.77. 

In  the  simplest  terms,  if  Marion 
stock  gets  stuck  below  $30  during 
the  periods  leading  up  to  the  dvrs' 
expiration,  Dow  Chemical  will 
have  to  pay  out  the  maximum  pay- 
ment to  DVR  holders.  In  this  worst 
ca.se,  Dow's  cost  to  pay  off  the  dvr 
holders  would  be  $1.9  billion. 

It  is  obviously  in  the  interest  of 
Dow  Chemical  that  Marion  Merrell 
Dow  shares  go  up.  That  is  a  strong 
incentive  to  management  to  sec 
Marion  Merrell  Dow  a  winner  in 
1991  and  1992.  (From  the  table  it 
looks  like  a  winner  right  now,  but 
bear  in  mind  that  these  numbers  arc 
enhanced  by  the  recent  merger.) 

The  case  for  the  dvrs  (and  against 
Marion's  stock)  is  being  strongly 
urged  by  a  few  analysts,  who  feel 
Marion  is  fairly  valued  at  $23.  It  is 
rca.soned  that  Manon  would  need  to 
field  a  new  blockbuster  drug  to  kick 
the  stock  price  high  enough  to  zero 
the  DVRS.  This  is  unlikely.  But  there 
must  be  other  ways  to  create  in- 
creased value  per  share  for  Marion. 
For  example,  the  supply  of  st(x:k  can 
be  made  to  contract.  Dow  is  buying 
mkc;,  so  are  insiders,  and  some  insti- 
tutions have  evidently  been  buying 
it  also.  So  It  might  not  be  very  sur 
prising  if  the  price  of  Marion  Mer- 
rell Dow  trended  up.  ■ 
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Introducing  the  laser  printer 
to  buy  if  price  is  the  first  thing 

you  look  at, 


or  the  last. 


•Dealer  prices  will  vary. 


Any  way  you 
look  at  it,  the  new 
IHMLascrlVintcrl-: 
gives  you  moi^p  for 
your  money  than  any 
oth<;r  laser  printer  in 
its  priee  range. 

For  the  same  priee  as  the  HP 
Ust-rjet  IIP.  the  IBM  LaserFVinUT  E 
gives  you  all  the  advantages  of  laser 
quality  out[)ut  25%  faster,  with  four 
times  the  paper  capacity,  and  twice 
the  numlxT  of  font  slots. 

Plus  the  IBM  LaserPrinter  E  is 
unique  in  its  price  range  hecause  it 
lets  you  eustomiz«;  your  printers 


- 

The  New  IBM 
LaserPrinter  E 

HP  LaserJet  IIP 

Speed 

/    up  to  5  ppm 

up  to  4  ppm 

Speed  upgrade  option 

/   up  to  10  ppm 

No 

Adobe  PostScript  option 

Yes 

Yes 

Printer  emulation 

/   IBM.HPPCL 

HPPCL 

Std.  plotter  emulation 

/          Yes 

No 

Font  card  slots 

/             2 

1 

Std.  input  paper  tray  capacity 

/           200 

50 

Std.  output  paper  tray  capacity 

/           100 

50 

Opt.  sec.  input  paper  tray  capacity 

/           500 

250 

Opt.  envelope  tray  capacity 

/            75 

20 

List  price* 

/        $1495 

$1495 

spe(H]  and  features  to  meet  your 
exad  needs.  And  that  makc's  it  the 
only  affordable  laser  prinlfT  that  lets 
you  buy  now  and  grow  later. 

For  example,  if  you  decide  you 
want' faster  printing,  you  can  double; 
the  EaserPrintt^r  Es  speed.  Or  if  your 
software  requires  Adobe  PostScript® 
language,  it  can  give  you  that 


creative  flexibility,  too. 
So  whether  your 
first  requirement  is 
price,  performance  or 
flexibility,  the  new 
IBM  LaserPrinter  E 
should  be  at  the  top 
of  your  shopping  list.  See  it  today  by 
calling  1  800  IBM-2468,  ext.  982, 
for  the  name  of  your  nearest  IBM 
Authorized  Dealer. 
The  new  IBM  LaserPrinter  E. 
Suddenly,  nothing  else  measures  up. 


® 


BU  IS  1  nn^mmi  tiadamalt  of  knamalionai  Busness  Machmes  Corporation  HP  LaserJet  OP  is  a  product  of  Hewlett  Padtard  Corporation  Adot>e  PostScript  is  a  registered  trademark  of  Adobe  Systems  Inc  ©1990  IBM  Corp 


Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Divorce,  Singleton  st^e 


William  Coupon 


Unitrin  (and  Teledyne)  Chairman  Henry  Singleton 
Should  1  +  1  =  1.8? 


Henry  Singleton,  the  73 -year-old 
founder  and  chairman  of  Tele- 
dyne,  Inc.,  recently  separated  the  in- 
surance business  from  that  $4.6  bil- 
lion (1989  revenues)  conglomerate 
and  spun  it  off  to  Teledyne's  share- 
holders. Teledyne 's  financial  inter- 
ests, including  almost  a  dozen  insur- 
ance subsidiaries  and  a  division  that 
makes  auto  loans,  are  now  owned 
through  a  Nasdaq-listed  company 
called  Unitrin,  Inc. 

As  a  stand-alone  company,  Unitrin 
would  have  earned  $106  million  on 
revenues  of  $1.1  billion  last  year.  In 
1990,  estimates  Oppenheimer  &  Co.'s 
Michael  Bunyaner,  Unitrin  could  eam 
$216  million  ($3.90  a  share)  on  reve- 
nues of  $1.15  billion.  By  spinning  off 
Unitrin,  Singleton  has  released  it 
from  the  drag  of  Teledyne's  defense- 
related  businesses  and  created  a  purer 
play  in  his  legendary  ability  to  spot 
undervalued  investments.  In  1987 
and  1988,  for  example,  Singleton  sold 
Teledyne's  stake  in  Kidde,  Reichhold 
Chemicals  and  Brockway  for  total 
gains  of  almost  $300  million.  Uni- 
trin's  largest  holdings  today:  44%  of 
Curtiss- Wright  Corp.  and  25%  of  Lit- 
ton Industries.  Altogether,  Unitrin 
owns  more  than  $2  billion  worth  of 
bonds,   versus  around  $200  million 


worth  of  stocks. 

So  how  are  the  decoupled  stocks 
doing?  Not  very  well.  Since  the  spin- 
off Teledyne  has  fallen  nearly  20%. 
Unitrin,  too,  has  been  lagging  the 
market  and  has  barely  budged  from  its 
first  trading  price  of  31  'A  in  late  April. 
In  short,  Teledyne  and  Unitrin  to- 
gether have  a  market  capitalization 
nearly  10%  lower  than  that  of  Tele- 
dyne alone  before  the  spinoff.  Put  an- 
other way,  $1.80  now  buys  what  $2 
used  to  buy.  Does  this  make  any 
sense?  Laughs  Singleton's  spokes- 
man: "We  don't  make  the  market." 


The  road  to  Morocco 

Iast  month  the  Club  Med  resort  in 
I  the  Moroccan  oceanside  town  of 
Agadir  was  crowded  not  with  swing- 
ing Euro-yuppies  but  with  dozens  of 
the  world's  most  powerful  business 
men.  Among  them  were  Seiji  Tsu- 
tsumi  of  the  Inter-Continental  Hotels 
chain,  Saudi  construction  billionaire 
Suliman  Olayan  and  Credit  Lyonnais 
Chairman  Jcan-Yvcs  Haberer. 

What  brought  these  capitalists  to 
little  Agadir  was  Mohamcd  Bcrrada, 
Morocco's  finance  minister.  Bcrrada 
was  unveiling  King  Hassan  II's  plan  to 


attract  foreign  investment  to  Moroc- 
co by  setting  up  tax-exempt  free  zones 
for  industry  and  banking. 

Like  a  growing  mmiber  of  influen- 
tial young  politicians  in  the  Third 
World,  Berrada,  47,  is  determined  to 
liberate  his  economy  from  the  red 
tape  that  suffocates  it.  He  has  little 
choice:  Servicing  Morocco's  $20  bil- 
lion foreign  debt  consumed  42%  of 
foreign  exchange  earnings  last  year. 
The  economy  must  create  a  huge 
number  of  new  jobs  for  the  young 
Moroccans  entering  the  labor  force 
every  year. 

Berrada  hopes  that  the  free-trade 
zones  will  make  Morocco,  just  8 
miles  across  the  Strait  of  Gibraltar 
from  Spain,  a  desirable  gateway  to 
Europe.  Morocco  recently  approved 
rules  allowing  foreigners  to  own  ma- 
jority interests  in  local  companies  and 
to  have  investment  proposals  re- 
viewed within  two  months. 

The  government  has  also  drawn  up 
a  list  of  1 12  state-owned  companies  to 
be  sold  off  over  the  next  five  years  or 
so,  either  directly  to  private  investors 
or  publicly  on  the  Casablanca  stock 
exchange — which,  incidentally,  has 
recently  sprung  to  life,  nearly  tripling 
since  1987. 

Berrada's  liberalization  program  is 
bound  to  upset  most  of  the  so-called 
2,000  families  who  dominate  Moroc- 
co's economic  and  political  life.  In 
fact,  Berrada's  own  family  is  among 
that  elite  and  owns  an  important  tex- 
tile company  in  Morocco.  Opening  up 
the  country  to  foreign  competition 
could  be  painful  for  the  old  family 
businesses  that  have  prospered  under 
protectionism. 

Berrada  does  not  deny  the  problem, 
but  he  aims  to  convince  the  families 
that  "it's  not  by  protecting  ourselves 
forever  that  we  are  going  to  make 
money."  Berrada's  message  to  the 
elite  will  be  that  it  is  better  to  have  a 


Mlihrl  solvHJn 


Moroccuti  /'inuncc  SUtmtir  /kfrcuin 
Shaking  up  the  "l.OOOfamiUmm.' 
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We  also  have  resorts  for  those  wiio 
don't  want  to  lie  in  the  sand. 


till  hole.  Ihc  West  ill  I.a  Paloma  Ridge  (bourse,  rucson. Designed  faVjack  Nicklaus.  Whether  its  this  award-winning  course 
»i  am  ( )f  ( )iir  c  xher  lop-rated  gi  eens,youlliind  golf  at  ()UT;  resorts  is  no  da)  at  the  beach.  For  i  eservations  call  8()()-228-3()0(). 

l.a.s  Brisas,  Acapulco  •  CaniinbReal.Ciincun  •TheWestin  Resort, Hilton  Head  Island  •  Camino  Real,I)(tapa 

I  lie  Wrsiiii  .Maui,  Kaaiiapali  Beach  •  The Westiii  Kauai,KaUar Lagoons  •  Las  Hadas,  Manzanillo  •  Camino  Real, Mazallan 

llif  Wi-siiii  Resort.  Naples.  FL(  1992)  •WaltDisneyWoddSwan,  Orlando  •  Arizona  Biltmore,  Phoenix  •  Camino  Real,  Puerto 

V.ilLiita  •  TheWestin  Mission  Hills  Resort,  Ranciio  Mii:age(1991)  •  The  Westin  La  Paloma.Tucson  'The  Wesdn  Resort,  Vail 
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Faces 

Behind  the  Figures 


smaller  slice  of  a  growing  pie  than  a 
bigger  slice  of  a  shrinking  pie — or  no 
pie  at  all. — Zina  Sawaya 


Guns  for  peace 

Sam  Cummings,  one  of  the  few 
arms  merchants  who  court  the 
press,  says  peace  promises  to  be  great 
for  his  business.  Cummings  concedes 
that  demand  for  such  staples  as  tanks 
and  howitzers  has  fallen  dramatically. 
But  glasnost  has  given  Cummings' 
Monaco-based  Interarms  much-im- 
proved access  to  Eastern  Europe's 
armsmakers.  Since  weapons  are 
among  the  few  well-made  products  of 
the  communist  bloc,  Cummings  has 
recently  been  trudging  around  the 
capitals  of  the  Warsaw  Pact. 

Cummings  says  he's  not  looking  for 
military  weapons  but  for  sporting 
arms — rifles  and  pistols  used  in  hunt- 
ing and  target  practice — a  market  that 
is  growing  by  some  14%  a  year.  He  is 
negotiating  with  Czechoslovak,  Hun- 
garian and  Polish  arms  manufacturers 
that  want  Interarms  to  sell  their 
sporting  arms  in  the  U.S.  Cummings 
claims  also  to  be  helping  East  Germa- 
ny in  its  efforts  to  reattract  invest- 


ment from  West  Germany's  Walther 
firearms  company  and  other  Prussian 
armsmakers  that  moved  to  the  West 
after  the  Second  World  War. 

Cummings  has  not  turned  his  back 
on  military  hardware.  He  has  a  covet- 
ous eye  on  Vietnam's  mountainous 
stockpile  of  captured  U.S.  weaponry. 
He  estimates  that  more  than  a  half- 
million  M-16s  are  available,  maiiy 
never  fired.  "Paradoxically,"  says 
Cummings,  "the  Vietnamese  would 
like  the  U.S.  Army  to  buy  the  guns. 
They  need  the  money,  and  they  don't 
need  the  arms." 

Cummings  asserts  that  the  M-16s 
would  be  a  great  deal  for  the  U.S. 
Army,  which  still  uses  the  M-16  as 
standard  issue.  But  under  the  U.S. 
trade  embargo  against  Vietnam,  Cum- 
mings cannot  bid  for  the  weaponry.  So 
Cummings  claims  he's  made  an  offer 
the  U.S.  Treasury  can't  refuse.  In  ex- 
change for  its  permission  to  pursue  a 
deal  with  Hanoi,  he  says,  "I  told  the 
government  they  can  have  my  con- 
tract, for  my  cost  plus  SI." 

You  can't  keep  an  old  arms  mer- 
chant down. — Joel  Millman 


Bk)  fear  of  buying 

Flew  would  have  guessed  that 
James  Fifield  could  turn  around 
U.K.-based  Thorn  emi  Pic's  big  music 
division,  emi  Music  Worldwide,  when 
he  took  the  job  in  1988.  Fifield  had 
run  CBs/Fox  Video,  the  nation's  larg- 
est  video   company.   But   his   main 


Manurik)  PaganrlltM'txxlhn  Camp 


Arms  broker  Sam  Cummings 
The  dieer  r(/Ie  hunter. 


EMI  Music  head  James  Fifield 

GejOTen  got  awoay,  but  not  much  else. 

claim  to  fame,  as  head  of  General 
Mills'  toy  division,  was  bringing  to 
market  a  fruit-scented  doll.  Strawber- 
ry Shortcake,  in  the  early  1980s. 

When  he  arrived  at  emi  records,  Fi- 
field, now  48,  found  a  sleepy,  highly 
centralized  company  with  sales  of 
$1.1  billion  but  earnings  of  just  $50 
million.  Fifield  took  a  year  to  check 
out  EMI  Music's  businesses  in  37 
countries,  including  its  largest  label, 
moneylosing  Capitol  Records  in  Los 
Angeles.  Fifield  gave  Capitol-EMi  Mu- 
sic President  Joe  Smith  the  authority 
to  streamline  operations.  Smith  cut 
more  than  50%  of  overhead,  and  Capi- 
tol is  now  profitable. 

Fifield  then  set  out  to  expand  emi's 
product  line  through  acquisition.  Last 
year  alone  Fifield  bought  50%  of 
Chrysalis  Records 
Los  Angeles-based 
for  more  than  $10 
one  of  the  industry's  largest  music 
publishers,  for  $295  million.  One 
prize,  however,  did  get  away:  In 
March  mca  grabbed  red-hot  Geffen 
Records  out  from  under  him  with  an 
eleventh-hour  bid  of  $550  million. 

Even  so,  by  the  end  of  last  month 
EMI  labels  had  the  top  4  albums  on  the 
charts  and  8  of  the  top  20 — including 
the  nation's  numbcr-one-sclling  al- 
bum, by  Sinead  O'Connor,  and  the 
sound  tracks  from  the  movies  Teetuige 
Muuini  Ninja  Turtles  and  l^etty  Wotmm. 
emi  Music's  sales  arc  up  to  $1.7  bil- 
lion, and  earnings  have  tripled  to  $155 
million. 

So  what's  Fifield's  secret?  "Instill- 
ing in  our  people  the  need  to  take 
risks,  and  giving  them  the  freedom  to 
fail,"  responds  Fifield.  "I  can't  sec- 
ond-guess what  we're  doing  in  Malay- 
sia. I  just  know  wc  need  to  sign  acts 
there." — Peter  Newcomb 


for  $78  million, 
Enigma  Records 
million  and  sbk, 
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Some  like  it  hot. 


Two  materials  that  can 
stand  up  to  a  temperature 
of  1832° F:  "Pyran"  from 
Sctntt  and  mica. 


Few  transparent  materials  can 
withstand  a  bath  in  red-hot  lava. 
Here,  two  are  being  put  to  the 
test.  Mica,  on  the  left,  once  com- 
monly used  in  stove  windows,  is  a 
mineral  composed  of  fine,  stable 
laminates  that  readily  separate 
into  paper-thin,  elastic,  transpar- 
ent sheets. 

.  The  material  on  the  right 

is  "Pyran",  a  fire  resistant  glass 
from  Schott.  This  borosilicate 
glass  is  pre-stressed  in  a  special 
process.  Unlike  ordinary  window 
glass,  it  is  especially  resistant  to 
heat  and  flames.  A  1/4  inch  thick 


pane  of  "Pyran"  in  a  suitable 
door  or  window  frame  can  with- 
stand heat  and  flames  for  up  to 
two  hours.  What's  more,  it  stays 
completely  transparent,  thus  en- 
suring the  visibility  that  can  save 
lives  in  case  of  fire. 

"Pyran"  fireresistantglass, 

available  from  Schott  America,  is 
just  one  example  of  how  Schott's 
innovative  development  responds 
to  specific  needs.  In  today's 
world,  special  glass  helps  keep 
technology  advancing. 
Schott  worldwide:  50,000 


represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation,  De- 
partment F  29,  3  Odell  Plaza, 
Yonkers,  NY  10701. 

ra  SCHOTT 

products,  50  production  facilities.     Nobody  knows  more  about  glass. 


Marketing 


Edited  by  Joshua  Levine 


Defrocked  baseball  hero  Pete  Rose  wants  a 
new  image.  Barbara  Pinzka  is  trying  hard 
to  produce  it,  but  the  real,  irascible  Pete 
keeps  oozing  through. 

Restoring  the 
Rose 


P^  ETE  Rose  was  not  in  the 
^  stands  when  Dutch  driver  Arie 
Luyendyk  took  the  checkered 
flag  in  the  Indianapolis  500  motor 
race  Memorial  Day  weekend.  Neither 
did  he  show  at  this  year's  Kentucky 
Derby.  He  wanted  to  be  at  both.  He 
even  said  he  would  be.  But  Barbara 
Pinzka  told  him  not  to  go. 


What's  this?  Macho  Pete  Rose  or- 
dered around  by  a  woman?  Can  this 
be  the  loudmouthed,  scrappy  first 
baseman  with  the  in-your-face  spiky 
hairdo  who  beat  Ty  Cobb's  old  record 
for  the  most  hits  in  a  career?  Well, 
let's  just  say  Pinzka  suggested  strong- 
ly that  hanging  out  with  the  high 
rollers  at  the  Indy  500  or  the  Derby 


,\ild\  Snoa  s.ih. 


wouldn't  look  so  good  on  network 
television.  Especially  not  with  Rose 
facing  as  much  as  six  years  in  jail  after 
pleading  guilty  to  felony  tax  fraud  last 
April.  Pete  Rose  is  now  trying  to  re- 
store his  ripped  and  frayed  public  im- 
age— and  he  pays  Barbara  Pinzka 
handsomely  to  work  on  it.  (The  going 
rate  can  be  as  high  as  $2,500  a  month 
for  a  single  client.)  That  kind  of  cash 
commands  Pete's  respect.  So  he  didn't 
go  to  the  Derby  or  the  500. 

Pinzka,  Rose's  current  press  agent, 
knows  something  about  baseball. 
She's  the  daughter  of  a  sometime  stat- 
istician for  the  National  League.  She 
is  also  well  versed  in  handling  the 
press  during  disasters.  Early  in  her 
career  she  was  a  troubleshooter  for 
the  American  Red  Cross,  flying  in  to 
coordinate  media  coverage  after 
floods,  hurricanes  and  tornadoes. 
From  there  she  moved  on  to  direct  the 
public  relations  arm  of  a  Cincinnati 
marketing  agency,  where  she  met 
Reuven  Katz,  who  was,  and  is,  Pete 
Rose's  attorney.  Katz  convinced 
Pinzka  last  September  to  help  clean 
up  the  wreckage  of  Hurricane  Pete. 
Pinzka  set  up  her  own  firm  and  be- 
came one  of  a  scattered  but  growing 
cadre  of  pr  types  who  specialize  in 
restoring  the  battered  images  of  vari- 
ously troubled  professional  athletes; 
call  it  sports  disaster  public  relations. 

She  may  find  it  tougher  to  clean  up 
after   Rose   than   after   a   hurricane. 


t  Imck  SikxTiDaFcKus  on  Sp^>ns 


I'uhlktKt  lidtlxini  I'inzha  and  hir  clkiit. 
fallen  baseball  idol  I'elv  Rose 
"Left  to  hia  own  device*,  Pete 
would  have  slugged  it  out 
forever.  I  told  him,  'It's  over. 
We  can't  keepfighting  this.'  " 
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The  Money  Makers: 

The  Economics  of  Air-Cushioned  Class  Trucks...  and  Class  Drivers. 


Introducing  the  New  FrontAir™  Suspension 
only  from  PeterbilL  Few  things  make  as  much  sense  as 
the  long  life-cycle  costs-and-retums  of  a  Peterbilt.  Chief 
Financial  Officers  are  as  attracted  to  this  legendary  truck 
as  are  the  kind  of  first  class  drivers  who  know  how  to 
drive  them  to  their  peak  efficiencies.  That's  why  we  call 
Peterbilts,  and  the  class  drivers  who  operate  them, 
The  Money  Makers. 

Now  there's  one  more  reason  to  take  a  closer 
look  at  the  productivity  of  a  Peterbilt.  Our  engineers  have 
designed  the  very  first  Class  8  front  air  suspension 
system.  The  result  is  a  comfortable  ride  that  will  impress 


you  with  enhanced  handling  and  a  feather-smooth  absorp- 
tion of  road  shock. 

The  Peterbilt  FrontAir  Suspension  is  also  a  new 
factor  in  reducing  maintenance  costs.  Because  it  handles 
road  vibration  right  at  the  source  -  the  front  axle.  This 
protects  sensitive  payloads.  And  transmits  less  road  abuse 
to  all  chassis  mounted 
components. 

For  information  on  the 
truck  that  rides  on  a  cushion  of 
air,  call  1-800-447-4700  for  the 
Peterbilt  dealer  nearest  you.  a  division  of 


Class  Attracts  Class 
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We  immortalize  our  lieroes 
in  stone  and  bronze,  but  unless 
we  act  quickly,  we'll  see  their 
writings  crumble  into  dust.  One 
and  a  half  csnturies  of  culture  and 
science,  millions  of  irreplaceable 


books,  newspapers,  documents, 
maps  and  drawings  are  likely  to 
be  lost  for  posterity.  Most  paper 
made  of  wood  pulp -nearly 
everything  printed  since  1850-  is 
acidic:  it  turns  browr.  and  brittle. 


and  eventually  decomposes. 

But  there  is  good  news.  The 
world's    largest    library.    In 
cooperation  with  Akzo  and  our 
affiliate  Texas  Alkyls,  has  devel- 
oped a  method  to  deaddify  and 


preserve  thousands  of  books  and 
documents  simultaneously. 

Based  on  17  years  of  develop- 
ment, this  process  Is  now  commer- 
cially viable  and  under  exclusive 
license  to  Akzo.  We  are  making  K 


h^mt:--0''^'- 


available  to  libraries,  universities  of  the  worid's  largest  chemical  For  more  information  please 

and  colleges  throughout  the  world.  companies,  we  are  active  in  write  to  Akzo  America  Inc, 

This  preservation  of  history  the   fields    of   chemicals,   fibers,  Corp.  Comm.  Dept.,  Ill  West  40th 

Is  Just  one  of  the  major  contrl-  coatings,  saK  and  health  care  Street,  New  York,  N.Y.  10018. 
buttons  achieved  by  our  70,000 
people  in  50  countries.  As  one 


CREAHNG  THE  RIGHTCHEMISTRV: 


AKZO 


Craig  Blankenhom'Ouihnc 


lieting 


when  Pinzka's  biggest  client  was 
swinging  his  bat  for  the  Cincinnati 
Reds  and  later  the  Philadelphia  Phil- 
lies and  Montreal  Expos  and  then  for 
the  Reds  again  as  player-manager,  he 
was  revered  for  an  aggressive  style 
that  earned  him  the  nickname  "Char- 
lie Hustle."  Pete  Rose  was  undeniably 
one  of  the  finest  players  ever  to  wear  a 
uniform.  But  he  was  also  an  addicted 
gambler — an  addiction  that  led  him  to 
do  some  things  American  sports  he- 
roes aren't  supposed  to  do.  At  first 
Rose  angrily,  and  falsely,  denied  he 
had  a  problem.  The  Major  League's 
own  investigation  ultimately  showed, 
for  example,  that  while  he  was  man- 
ager for  the  Cincinnati  Reds,  Rose 
would  often  drop  $2,000  at  a  clip  on 
Pick  Six  tickets  at  tracks  like  Chur- 
chill Downs.  Rose  has  never  admitted 
to  gambling  on  baseball,  which  would 
have  brought  automatic  expulsion 
from  the  game  for  life. 

To  bankroll  his  high-rolling  ways, 
Rose  would  further  flay  his  public  im- 
age by  blithely  hawking  much  of  his 
own  baseball  memorabilia— his  rec- 
ord-setting bat,  his  old  Reds  jersey  and 
cap — stuff  that  his  anguished  fans  re- 
garded as  sacred  relics.  Somehow 
Rose  forgot  to  report  $354,967.60  of 
the  income  he  got  from  his  memento 
sales  and  appearance  fees  at  baseball 
card  shows  to  the  Internal  Revenue 
Service. 

Had  Rose  admitted  his  problem  ear- 
lier and  then  thrown  himself  on  the 
sympathy  of  his  fans,  he  might  have 
come  out  a  hero  with  a  human  failing. 
But  his  strident  denials  compounded 
the  problem.  Since  Pinzka  joined  his 
defense  team  last  September,  Rose 
has,  at  least  at  times,  adopted  a  more 
humble  tone.  Says  Pinzka:  "Left  to  his 
own  devices,  Pete  would  have  slugged 
it  out  forever.  I  told  him,  'It's  over.  We 
can't  keep  fighting  this.'  Both  sports- 
writers  and  fans  have  responded  to 
Pete's  problems  with  a  personal  sense 
of  betrayal.  In  America  we  assign  ath- 
letes a  set  of  standards,  and  Pete  be- 
trayed those  standards.  You're  sup- 
posed to  be  a  role  model." 

Role  models,  of  course,  can  have 
blemishes  so  long  as  they  admit  to 
them.  So  last  Nov.  1  Pinzka  arranged 
for  Rose  to  appear  on  the  Phil  Donahue 
Show  and  speak  openly  of  his  compul- 
sive gambling.  He  entered  treatment 
and  even  managed,  at  times,  to  sound 
contrite  about  it  all.  "Today  I  am  fac- 
ing again  the  facts  of  what  my  addic 
tion  to  gambling  has  done  to  me,' 


Peter  Edward  Rose  redux 

He  yessed  tip,  dressed  up,  got  treatment,  oiui  sounds  contrite— sometbnes. 


Rose  said  two  months  ago,  after  his 
tax  plea. 

Which  is  key  to  the  Pinzka  rehabili- 
tation strategy — to  make  Pete  Rose  a 
small  statistic  in  a  larger  social  prob- 
lem, compulsive  gambling.  Making 
him  appear  a  victim,  not  a  villain.  So 
when  the  subject  of  gambling  comes 
up,  as  it  always  does,  Pinzka  trots  out 
a  veritable  platoon  of  experts  ready  to 
expound  on  the  broader  picture  of 
gambling  disorders. 

Pinzka  is  still  spending  a  lot  of  her 
time  trying  to  straighten  out  the  Rose 
record,  such  as  it  is;  which  is  kind  of 
like  trying  to  iron  out  corrugated  tin. 
Remember  that  record-setting  bat 
Rose  sold?  If  you  think  that  was  the 
bat  Rose  used  to  smash  his  4,256th  hit 
and  establish  a  new  major  league 
mark,  as  several  newspaper  editors 
did,  Pinzka  is  there  to  tell  you  you're 
dead  wrong.  He  sold  the  bat  he  used  to 
smash  his  4,192nd  hit  (the  one  that 
broke  Ty  Cobb's  previous  record),  for 
$129,000.  The  4,256th-hit  bat  he's 
saving  to  donate  to  the  Hall  of  Fame, 
if  he  ever  manages  to  scuttle  in. 

She  has  also  put  him  on  a  heavier 
schedule  of  charity  work,  a  familiar 
gambit  for  polishing  tarnished  reputa- 
tions. Now,  twice  a  week  or  so,  you 
can  find  him  shining  up  the  old  image 


at  events  Pinzka  has  carefully  select- 
ed. Senior  citizens,  as  it  turns  out, 
have  treated  Rose  more  charitably 
than  most  fans,  so  Pinzka  combs  the 
senior  circuit.  Rose  recently  threw 
out  the  first  ball  in  a  Florida  softball 
league  for  players  over  70. 

Rose  wants  desperately  to  win  rein- 
statement to  baseball,  which  would 
make  him  eligible  for  a  sports  broad- 
casting job.  He  can  apply  for  it  this 
August,  one  year  after  his  suspension, 
but  he  probably  won't.  Rose  and 
Pinzka  both  know  that  it  could  take 
years  to  soften  up  the  millions  of  fans 
who  regard  Rose  as  baseball's  Bene- 
dict Arnold. 

Thus,  many  of  Pinzka's  touches  are 
designed  for  the  long  haul.  While  she 
denies,  for  instance,  that  she  has 
nudged  Rose  to  include  his  wife,  Car- 
ol, in  public  appearances,  the  notori- 
ously undomestic  Rose  raised  eye- 
brows when  he  brought  her  along  to 
interviews  with  Donahue  and  Barbara 
Walters.  But  all  this  seems  so  un-Rosc 
that  most  fans  take  it  with  several 
grains  of  salt. 

"Pete  is  the  textbook  case  for  the 
next  [sports]  scandal,"  says  Pinzka. 
"Ten  years  from  now  it  will  be  fasci- 
nating to  look  back  and  sec  if  it 
worked."  Lots  of  luck.— f.L. 
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WhidicQtiputeris 
the  mostpo^rtil? 


Ohcf,  so  it's  a  trick  question.  But  the  right  answer  could 
be  worth  niillions  to  you  and  your  organization. 

The  average  computer  company  would  have  you  believe 
that  you  can  measure  the  power  of  their  computers  purely  in 
machine  terms.  Like  megahertz  or  MIPS. 

At  Apple,  we  see  things  differently  A  personal  computer 
can't  do  anything  by  itself.  And  a  computer  that  people  can't— 
or  won't — use  doesn't  really  have  any  power  at  all. 

Just  think  of  all  the  PCs  youVe  seen  like  the  computer 
on  the  left,  sitting  idle  most  of  the  time. 

Macintosh"  personal  computers,  on  the  other  hand,  can 
almost  alway:?be  found  like  the  computer  on  the  right.  With 
human  beings  attached.  Hour  after  hour  Day  after  cky  Year  in 
and  year  out  Helping  people  do  almost  everything  they  do. 
Giving  people  the  kind  of  power  you  can  measure  in  results. 

A  recent  survey  of  people  who  use  Macintosh  and  people 


who  use  the  other  leading  personal  computer  system  in  Fortune 
1000  corporations  helps  explain  why:  Macintosh  was  rated 
22%  higher  for  user  enjoyment  Which,  in  turn,  helps  account  for 
why  information  systems  managers  in  those  companies  rated 
Macintosh  22%  higher  for  overall  satisktion  and  a  remarkable 
42%  higher  for  user  productivity 

So  before  you  spend  another  dime  on  personal  compu- 
ters, invest  a  few  minutes  in  a  system  that  lets  you  measure  its 
power  by  the  only  benchmark  that  really  matters:  the  perfor- 
mance of  the  people  who  use  it.  For  your  nearest  authorized 
Apple  reseller;  call  1-800-538-9696,  ext.800. 

Then  you'll  know  why  Macintosh  is  the  most  powerful 
personal  computer  you  can  buy  today 

The  computer  people  actually  use. 

The  power  to  be  your  best™  W® 


/ilo,  ut  didn'l  amducl  Ibesiniey  oasekeiThat  wouiin'l  beJiwTle  1990  sttufy  was  amd^^ 
ondam^tteriaea/amhiriaAitacmtaiMtlK^DOSgislmiQillimdweMxmlyM 

Fonune  500  and  ftmme  Service  W.  which  m  registered  Irademaris  of  Time.  Inc  MS  DOS  is  a  - 


I,  Inc ,  among  Fonune  1000  MIS  managers 

and  The  power  lo  he  your  best"  IS  a  tradanark  if Appk  Computet:  lnc.?<iniMVXf) 
of  Microsoft  Corporatum, 


ersonal  Affairs 


Edited  by  William  G.  Flanagan 

Custom-tailored  bicycle  trips  are  a  great 
way  of  getting  the  gang  together  for  exer- 
cise, socializing  and  seeing  if  the  old  mus- 
cles are  still  up  to  it. 

Tour  de  fun 


By  Evan  McGliim 


SUPPOSE  YOU  and  your  mate 
would  like  to  go  on  a  weekend 
bicycling  tour,  but  don't  want 
to  throw  yourselves  in  with  a  group  of 
strangers. 

Why  not  organize  your  own  group? 
Bicycling  touring  companies  are  now 
custom-designing  bicycle  trips  for 
groups  of  friends  or  even  business 
groups.  You  can  block-book  sched- 
uled tours  in  areas  where  the  tour 
companies  operate — Vermont,  Cali- 
fornia and  the  Carolinas,  for  example. 


Or,  in  some  cases,  you  can  bring  the 
tour  operators  to  your  own  territory, 
where  they  will  customize  a  tour. 

The  touring  companies  provide 
groups  with  everything  from  bikes 
and  helmets  to  carefully  chosen 
routes  and  comfortable  inns.  Their 
aim  is  to  allow  cyclists  to  socialize 
while  exercising,  or  vice  versa.  And 
note:  There  is  nothing  competitive 
about  these  trips — bikers  proceed  at 
their  own  pace.  If  you  want,  you  can 
hail  the  van  that  attends  the  group 
and  head  back  to  the  inn.  The  idea  is 
to  have  fun,  not  win  medals. 


USA  Today  I'uhlLshcr  Cathlcen  Black 
Vowed  to  go  hUcing  again. 


I'ru  Bache  ChairnuDi  (icor^c  Ball 
Pedaled,  the  long  way  home. 


Occasionally,  groups — the  ideal 
number  is  from  16  to  24 — will  have  an 
open  slot  or  two.  As  a  result,  I  was 
fortunate  to  join  up  with  some  execu- 
tives from  Washington,  D.C.  and 
New  York  City  who  had  decided  to 
spend  the  first  two  days  of  the  Memo- 
rial Day  weekend  pedaling  through 
the  Virginia  countryside.  Our  trip  was 
put  together  through  Vermont  Coun- 
try Cyclers/Four  Seasons  Cycling. 

Our  group  included  USA  Today  Pub- 
lisher Cathleen  Black;  Prudential- 
Bache  Chief  Executive  George  Ball; 
Under  Secretary  of  Commerce  Rock- 
well Schnabel;  File  Decor  Publisher 
Polly  Perkins;  Ray  Benton,  who  oper- 
ates vcc;  as  well  as  a  former  Booz, 
Allen  &.  Hamilton  executive,  an  in- 
vestment banker,  a  private  school 
headmaster,  a  Washington  real  estate 
developer,  a  ski  industry  executive 
and  a  film  producer. 

The  cost  of  this  tour  was  a  very 
reasonable  $335  per  person,  and  that 
included  the  works:  two  nights  at  a 
country  inn  (the  Hidden  Inn  or  the 
Mayhurst,  both  in  Orange,  Va.), 
meals,  wine,  use  of  a  bike  and  the 
services  of  tour  guides. 

The  two-day  itmcrary  was  flexible, 
offering  loops  of  10  to  as  many  as  40  or 
more  miles  each  day,  depending  upon 
the  participants'  whims.  All  trips 
started  out  and  ended  at  the  base  mns. 
The  routes  were  carefully  chosen  by 
the  organizers  to  make  sure  our  trips 
avoided  heavy  traffic,  poor  road  condi- 
tions and  blind  curves. 

The  lushly  wooded  area  we  would 
be  biking  through  is  steeped  in  Rcvo- 
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Rolling  through  the  rain-soaked  countryside  outside  Orange,  Va. 

Tour  operators  will  come  to  your  own  territory  and  customize  trips. 


!  lutionary  and  Civil  War  history,  and 
;  offers  sweeping  views  of  horse-filled 
I  pastures  surrounded  by  endless  wood- 
(  en  fences. 

Everyone  arrived   Friday  evening. 

!  Some  of  us  had  driven  to  Orange  from 

•Washington,  D.C.,  about  two  hours 

away.    Others   had   flown   into    the 

'  Charlottesville,  Va.  airport,  a  40-min- 

ute  drive  south.  But  no  one  had  to  lug 

a  bike.  We  left  that  up  to  vcc. 

Most  tour  companies  permit  you  to 
bring  your  own  bike  but  also  offer  a 
wide  selection  of  models  to  choose 
from,  including  mountain  bikes  and 
12-speed  touring  bikes,  which  are 
great  for  the  open  highways. 

But  the  mountain  bikes — with  up- 
right handlebars — are  all  the  rage 
these  days.  With  18  to  21  gears  and 
thick,  knobby  tires,  these  durable 
bikes  are  easier  to  pedal  and  shift  than 
touring  bikes,  though  not  as  fast  on 
the  level  and  downhill  stretches.  And 
if  you  want  to  try  them  off  the  road, 
they  can  cliijib  virtually  straight  up 
mountains,  ^-  over  boulders  and 
through  streams  (see  box,  p.  156). 

The  seats  (or  saddles)  on  both 
mountain  and  touring  bikes  are  now 
improved.  "Spenco"  seats  are  filled 
with  a  soft  gel  that  makes  sitting  on  a 
bike  all  day  a  lot  more  comfortable 
than  it  used  to  be. 

Before  we  shoved  off  from  the  May- 
hurst  Inn  on  Saturday  morning  the 
tour  staff  measured  us  for  our  bikes, 
explained  the  gear  systems,  filled  our 
water  bottles  and  provided  route 
notes.  We  were  told  that  two  guides 
would  be  riding  with  us  to  make  sure 


no  one  got  lost  and  that  our  bikes 
worked  properly.  A  support  van  load- 
ed with  extra  bikes,  tools,  tires,  food 
and  water  would  also  be  traveling  up 
and  down  the  route  looking  for  riders 
who  strayed,  broke  down  or  tired.  The 
Tour  de  Trump  this  was  not. 

There  was  one  spanner  in  the 
spokes:  the  weather.  It  rained  the  first 
morning  of  the  trip.  Heavily.  At  first  I 
expected  most  of  us  would  skip  the 
morning  ride.  But  after  a  lot  of  teasing 
about  who  would  wimp  out  first, 
most  agreed  to  ride.  Perhaps  the  desti- 
nation was  an  added  spur:  the  River- 


side Winery  in  Rapidan,  Va.  At  the 
inns  v/here  we  stayed  the  night  be- 
fore, we'd  had  a  chance  to  sample 
Riverside's  crisp,  clean  chardonnays, 
as  well  as  other  wines  from  such  near- 
by vineyards  as  Barboursville,  Pied- 
mont, Prince  Michel  and  Dominion. 
(Yes,  Virginia,  they're  making  more 
wine  than  bourbon  here  these  days.) 

After  trying  out  our  bikes  and  get- 
ting thoroughly  soaked  (bring  foul- 
weather  gear)  we  pedaled  off  for  the 
winery,  about  10  miles  distant. 

The  pace  was  leisurely,  and  after  a 
while  we  broke  up  into  small  groups 


Enjoying  a  hearty  breakfast  at  the  Hidden  Inn 
Ample  time  for  antiquing  and  sightseeing,  too. 
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performance  in  a  way  thai  has  never  been  done  before. 

The  problem  is,  it  has  been  done  before.  When  we  launched  the  Acura  Legend  Sedan.  And  evidently,  weVc 
been  doing  it  rather  well.  Because  for  the  last  three  years  Acura  has  been  ranked  number  one- in  both  produc 
quality  and  dealer  service-in  the  J.D.  Power  &  Associates  Customer  Satisfaction  Index.'  * 

Which  just  goes  to  prove  one  thing.  While  these  new  "me  tcxV  look-alikes  are  busy  trying  to  build  an  impiv^ 
sive  image,  we've  been  busy  building  an  impressive  car.  A  car  that's  every  bit  as  exciting  to  drive  as  it  is  to  own. 

KUWf  'U  urn  DiviMuinif  iniinnin  fliimln  Sh'tof  (  f  hit    h  imi  mtJl  ^vyml  tin  Ifiuh'tiuirks  of  ftornhi  \ti>h>r(u  I  td  *lVS7J*m.iithl  Nf<*Ui)  hns,r,inJ  hw«/.//n(  usimtu  r  \in\t,ii  li'iii  /n*h  \  '  with  imnhHi  .^tullit^  ,inj,li,il.  ■ 


THE  ACURALEGEND  SEDAN  WAS 


EFFECT  ON  OUR  COMPETITION. 
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'Alt' v 
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Thcrcs  iiotliiiiu  ciuitc  like  the  Smooth,  responsive  perlormanee  ol  the  Legend,  with  its  race-bred  24-valve 
(>  engine  and  its  double  wislibone  suspension  system.Or  the  confidence  and  control  of  Honda- designed  safety 
ilures-an  Anti-Lock  Braking  {ALBT  system  and  a  standard  driver's  side  airbag  (SRS). 

Ol  course,  the  choice  is  entirely  up  to  you.  You  can  drive  the  Acura  Legend  Sedan, or  one  of  its  many  copies. 
.1  before  you  make  your  decisionsflfiay  we  suggest  you  forgo  an  expensive  imita-    J\r^  I    1 13  y\ 
'luvhen  the  oriuinal  is  well  within  your  reach.   ;  f ;  r.     .\^*"7^    / 

l-oi  more  information  prtliefeler  nearest  you,  call  1-8()0-TO-ACURA.    Pfvcision  crafted  performance. 
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HiU  Street  bikes 


Tlwenty  years  ago  the 
fashion  in  bikes  was 
ten-speeds.  Today  it's 
mountain  bikes.  Wide- 
tired  mountain  bikes  have 
18  to  21  gears  and  are 
great  for  off -road  use.  But 
they're  also  fine  over  the 
road — especially  if  ease  of 
pedaling  counts  more 
than  speed. 

For  a  relatively  inexpen- 
sive— that  is,  $250  to 
$700 — but  solid  mountain 
bike,  look  to  the  more 
popular  brands  like  Spe- 
cialized, Fisher,  Nishiki, 
Cannondale  (Forbes,  Nov. 
27,  1989],  Trek  and  Fuji. 
Old  names  like  Schwinn 
and  Raleigh  make  moun- 
tain bikes,  too. 

But  you  can  also  spend 
as  much  as  $2,500  or  more 
for  the  fancier  mountain 
bikes.  Devoted  bike  nuts 
buy  the  frame  and  "group" — bike  talk  for  the  brakes, 
derailleurs,  cranks,  hubs,  levers,  shifters  and  bearings — 
separately,  then  custom  outfit  their  own  machines. 

The  least  expensive  frames  are  made  of  common 
steel  and  weigh  about  7  pounds.  Most  bikes  in  the  $400- 
to-$750  range  use  frames  of  chrome-moly  steel,  stron- 
ger and  thinner  than  regular  steel  frames,  weighing  only 
about  5  pounds. 

The  priciest  frames  are  made  of  titanium,  or  carbon 
fiber  with  Kevlar  strands.  Total  weight:  just  3  pounds. 
Cost:  about  $1,400. 

The  most  popular  brand  for  "group"  components 
among  serious  bikers  is  Shimano.  Its  Deore  XT  group  is 
typically  found  on  bikes  costing  $850  or  more. 


.Ajinc  Harrnrsk\ 


Designer  Joe  Breeze  with  his  high-tech  niuimiaui  hike 
Only  one  for  sale  so  far,  for  $15,000. 


What  to  wear?  Lycra  or 
Spandex  bike-riding 

shorts  and  tops  by  such 
makers  as  Descente,  San- 
tini  and  Bellwether  are 
very  lightweight  and  wick 
moisture  away  from  your 
body,  making  riding  more 
comfortable.  Cost:  typi- 
cally $25  to  $80. 

Descente  and  Nike  also 
make  bike  gloves,  a  must 
for  longer  rides.  They  ab- 
sorb the  shock  of  the  road 
and  help  against  blisters. 
A  helmet  is  also  a  must,  at 
$40  to  $60. 

It's  also  a  good  idea  to 
outfit  your  mountain  bike 
with  toe  clips  and  straps. 
They'll  hold  your  feet 
firmly  on  the  pedals. 

What  kind  of  tire  you 
use  depends  on  where 
you'll  be  riding.  There  are 
basically  three  different 
kinds:  soft,  thick,  knobby  tires  for  off-road  use;  a  combi- 
nation tire,  which  has  smaller  treads  and  a  smooth  slick 
in  the  middle,  ideal  for  dirt  road  and  street  use;  and  a 
slick  tire,  which  is  thinner  and  faster,  for  traveling  on 
the  highway.  Prices  range  from  $15  to  $30  each. 

The  bottom  line  when  buying  a  mountain  bike?  Says 
Louis  Corso,  owner  of  Stuyvesant  Bicycle  in  New  York: 
"Don't  spend  less  than  $250.  You'll  get  junk." 

But  if  money  is  no  object,  bicycle  designer  Joe  Breeze 
of  Fairfax,  Calif,  will  sell  you  his  Breezer  Kite  mountain 
bike.  This  handmade  beauty,  featuring  aircraft-quality 
tension  wires  instead  of  crossbars,  took  Breeze  500 
hours  to  build.  There's  only  one  so  far,  and  it  can  be 
yours  for  a  mere  $15,000. — E.M. 


and  talked  as  we  rode.  Rockwell 
Schnabel  and  I  chatted  about  the 
Commerce  Department's  desire  to  in- 
crease tourism  to  the  U.S. — a  task  for 
which  he  is  responsible.  (Last  year 
tourists  to  the  U.S.  spent  $44  bil- 
lion— up  15%  from  1988.  In  fact,  last 
year  was  the  first  time  ever  this  coun- 
try had  a  surplus  in  tourism — some 
$1.2  billion.) 

"Everyone  knows  about  Disney 
World  and  New  York,"  said  Schnabel, 
as  we  rolled  by  a  field  of  baled  hay. 
"This  is  what  we  are  trying  to  get 
foreigners  to  see, 
America." 

Along  the  way 
with  Cathy  Black 
Tom  Harvey,  a  Washington  lawyer. 
We  paused  to  admire  the  architectuic 
of  a  local  Presbyterian  church.  From  a 
car   window,    it   would   have    been 


the  heartland   of 

I  stopped  briefly 
and  her  husband 


missed;  from  the  saddle  of  a  bike  it 
was  a  discovery. 

After  about  an  hour  and  a  half  we 
arrived  at  the  Riverside  Winery  for 
sandwiches,  cheese,  crackers  and  a 
quick  tasting  of  the  vineyard's  award- 
winning  chardonnay,  riesling  and 
blush  wines.  Afterwards,  some  hearty 
members  of  the  group,  including 
George  Ball  and  Polly  Perkins,  elected 
to  pedal  the  long  route,  a  25-mile 
loop,  back  to  the  inn. 

dthers  decided  to  take  the  van  back 
and  spent  the  rest  of  the  day  antiquing 
in  Charlottesville  or  visiting  Thomas 
Jefferson's  Monticello. 

By  the  next  morning  the  weather 
had  improved — cloudy,  but  no  rain. 
Most  riders  put  in  more  miles  than 
the  day  before,  and  packed  up  after 
lunch,  vowing  to  try  it  again. 

"This  kind  of  simplicity  was  a  wel- 


come change  for  a  lot  of  these  hard- 
driving  types,"  says  Susan  Ball,  noting 
that  her  husband,  George,  rarely  has 
the  time  to  go  on  vacations.  "I  think 
this  was  an  easy  trip  and  made  bike 
converts  out  of  a  lot  of  people." 

Vermont  Country  Cyclers  is  one  of 
many  companies  providing  bicycle 
tours  in  the  U.S.  and  Europe,  vcc  can 
be  reached  at  P.O.  Box  145-F,  Water- 
bury  Center,  Vt.  05677-0145,  802- 
244-5135.  Other  companies  include: 
Backroads  Bicycle  Touring,  1516  5th 
St.,  Berkeley,  Calif.  94710,  800-533- 
2573;  Outward  Bound,  384  Field  Point 
Rd.,  Greenwich,  Conn.,  06830,  800- 
243-8520;  Paradise  Pcdallcrs,  P.O.  Box 
32352,  Charlotte,  N.C.  28232,  704- 
335-8687;  Vermont  Bicycle  Tourmg, 
P.O.  Box  711-TPS,  Bristol,  Vt.  05443, 
802-453-4811. 
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The  Diamond  Anniversary  Band. 
This  year,  tell  heryoud  marry  her  all  over  again. 

A  diamond  is  foreva: 


I  pricf  (or  rif  ;•  •1.000-$2.000.  For  more  information,  call  800  44MACYS. 


macys  |, 

BULLDCK'5 


So  youVe 
tiie  ground*  Nom 
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l/onr  ccMiqKUiy  off 
vhat? 


Now  you  need  capital. 

Because  now  that  you've  had  a  few  good  years,  and 
demonstrated  there's  a  market  for  your  produa,  you're  ready 
for  bigger  things. 

If  you  can  get  the  financing... 

At  The  Stuart-James  Company,  we're  looking  for  entrepre- 
neurial businesses  just  like  yours  to  bring  to  our  customers. 

And  for  the  company  that  is  profitable  and  meets  our 
exacting  criteria,  we  can  provide  equity  financing  of  anywhere 
from  $3  to  $6  million. 

We  research  a  company  before  we  do  an  initial  public 
offering.  We  do  our  "due  diligence"  examination  before  we  make 
any  promises,  or  commit  to  anything. 

But  once  we've  said  we'll  underwrite  your  company,  we'll 
stand  foursquare  behind  our  commitment.  And  we'll  raise  the 
capital  you  need  on  the  terms  we  say  we  will. 

How  can  we  promise  this?  Because  Stuart-James'  retail 
follow-through  is  extraordinary  It  involves  a  nationwide 
network  of  46  offices,  and  over  1200  brokers. 

Through'them,  we're  able  to  reach  over  100,000  customers  - 
entrepreneurially-minded  people  -  looking  to  invest  in 
companies  like  yours. 

And  as  if  that  weren't  enough,  we  can  also  syndicate  your 
offering.  Through  other  fine  firms. 

Should  we  talk?  Now  that  your  business  is  off  the  ground, 
maybe  it's  high  time  we  did. 

Contact  David  McKeaman,  Executive  Vice  President,  or 
Lisa  Roberts,  Senior  Vice  President,  The  Stuart-James  Company, 
805  Third  Avenue,  New  York,  NY  10022.  (212)  758-4665. 


The  Stuartnlames  Company 

where  entrepreneurs  come  for  capital 


Careers 


Debbi  Fields  became  a  world-famous  bak- 
er before  she  reached  the  age  of  30.  At  35, 
she  s  picking  up  the  pieces. 

Succeeding 
by  failing 


By  Katherine  Weisman 


WHEN  SHE  WAS  Still  in  hcT  20s, 
Debbi  Fields  was  an  interna- 
tionally acclaimed  business 
phenomenon.  Fields,  now  33,  is  the 
founder  of  Mrs.  Fields  Inc.,  probably 
the  world's  best-known  maker  of 
chocolate  chip  cookies.  She  got  into 
the  business  entirely  by  accident:  Her 
husband,  Randy,  was  a  financial 
consultant  whose  clients  could 
not  resist  the  batches  of  cookies 
that  Debbi  set  out  in  his  office. 
When  Debbi  decided  to  turn  her 
baking  skill  into  a  business,  a 
banker  who  liked  her  chocolate 
chip  cookies  lent  her  $50,000, 
and  she  opened  her  first  store,  in 
Palo  Alto,  Calif.,  in  August  1977. 
She  was  20  at  the  time. 

By  1986  Randy  Fields  had  quit 
consulting  and  joined  his  wife's 
business.  The  young  couple  took 
the  company  public  on  London's 
unlisted  securities  market.  By 
1987,  after  opening  173  stores 
that  year,  they  were  running  543 
owned-and-operated  stores  in  six 
countries,  including  Japan  and 
Australia.  That  year  Mrs.  Fields 
Inc.  earned  $18  million  on  sales 
of  $104  million.  The  stock  was 
rocketing.  The  couple's  holding  com- 
pany even  bought  La  Petite  Boulan- 
gerie,  a  nationwide  bakery  chain, 
from  PepsiCo.  There  was  nothing 
Debbi  couldn't  do. 

But  just  when  everything  looked  so 
terrific,  it  was  actually  falling  apart. 
Among  other  things,  too  many  new 
stores  were  too  close  to  existing  ones; 
others  were  simply  not  in  the  right 
neighborhoods.  In  1988  Mrs.  Fields 
closed  97  stores  and  took  a  $20  mil- 


lion real  estate  writedown.  Net  loss 
for  the  year:  $19  million.  The  stock 
collapsed  to  new  lows. 

It  is  a  mark  of  the  most  successful 
people  that  they  can  leam  while  suf- 
fering through  difficult  setbacks.  "I 
really  believe  that  one  of  my  roles  is 
to  grow  and  to  leam,"  says  Fields, 
recalling  the  retrenchment  period. 
Specifically,  she  learned  to  delegate 


za,  became  head  of  operations. 

"We  have  to  emerge  not  only  as  a 
cookie  company,"  says  Fields,  "but 
also  as  a  great  specialty  retailer." 
With  that  in  mind,  she  is  busily  cook- 
ing up  new  ways  to  exploit  her  brand 
name.  Under  a  licensing  agreement 
signed  in  January,  a  division  of  Marri- 
ott Corp.  will  open  at  least  60  Mrs. 
Fields  shops,  mainly  in  highway  pla- 
zas and  airports.  The  deal  could  add  as 
much  as  $2  million  to  Mrs.  Fields' 
revenues  this  year. 

Fields  is  also  negotiating  with  sev- 
eral supermarket  chains  to  create  in- 
store  bakeries  that  would  make  and 
sell  her  products.  And  last  month 
Ambrosia  Chocolate,  part-owned  by 
WR  Grace  &  Co.,  agreed  to  make  and 
market  semisweet  chocolate  chips 
under  the  Mrs.  Fields  name. 

Above  all  else.  Fields  hopes  to  ex- 
tend her  product  line  by  developing 
Mrs.  Fields  Bakeries.  The  bakeries  of- 
fer muffins,  bread,  sandwiches  and 
soups,  and  are  being  sited  in  larger  but 
typically  less  expensive  space.  The 
first  ten,  all  with  adjacent  cafe  seat- 
ing, generated  some  $6  million  in 
sales  for  1989.  Fields  plans  to  open 
around  250  more  bakeries  over  the 
next  five  years,  including  at  least  15 
in  1990. 

Will  Fields'  latest  concept  work? 


Mrs.  Helds  President  Dehhi  lields 

"One  of  my  roles  is  to  grow  and  to  leam. 


the  daily  running  of  the  business  to 
professional  managers.  "I  have,"  she 
says,  "worked  very  hard  on  removing 
myself  from  the  day-to-day  details 
that  do  not  allow  me  to  keep  the  com- 
pany focused  on  where  it's  going." 

In  1988  Fields  began  bringing  in 
professional  executives  to  assume  her 
managerial  duties:  Tim  Pierce,  for- 
merly with  Price  Waterhouse,  became 
chief  financial  officer,  and  Paul  Baird, 
a  top  executive  from  Godfather's  Piz- 


icannc  sinmsm  Rcplics  David  Licdcrmau,  whose 
David's  Cookies  is  one  of  Mrs. 
Fields'  closest  competitors: 
"Fields  is  absolutely  on  the  right 
track.  The  individual  cookie 
store  business  has  been  on  the 
decline  for  the  last  five  years. 
[With  the  bakeries]  you  have 
more  sales  and  can  afford  a  better 
manager  and  people." 

Investors  are  less  sure.  Still 
trading  in  London,  Mrs.  Fields 
stock,  which  went  public  at  140 
pence  a  share,  hit  a  low  of  15 
pence  last  fall.  It  has  since  risen 
to  around  31  pence,  or  53  cents — 
a  little  over  half  the  average  price 
of  a  Mrs.  Fields  cookie.  At  that 
price,  the  80%  owned  by  the  cou- 
ple's MF  Holdings  is  worth  $63 
million.  Earnings  have  not  fully 
recovered.  But  the  stock  could 
bounce  back:  Profits  so  far  this 
year  at  the  cookie  stores  are  running 
17%  above  1989's  level. 

In  the  new  role  she  has  created  for 
herself,  Debbi  Fields  has  more  time  to 
read  every  comment  sent  in  by  cus- 
tomers— several  hundred  a  month — 
and  spends  two-thirds  of  the  year  vis- 
iting her  stores  and  meeting  with  lo- 
cal managers.  A  valuable  lesson  has 
been  learned:  A  successful  entrepre- 
neur cannot,  and  should  not,  try  to  do 
everything  herself.  ■ 


160 


FORBES,  FUNEIS,  IWO 


SPECIAL    ADVERTISING    SUPPLEMENT 


.^l'.^^ 


evada  is  really  more  of  an  idea  than  a  place.  It's 
the  free  enterprise,  laissez-faire  capitalism  of  the 
19th  century  frontier  alive  today.  It's  the  thought 
that  in  business  and  community  life,  individuals 
can  count.  It's  the  belief  there  is  nothing  too  big 
for  determined  people  to  tackle. 


That's  how  Nevada  began.  It  vi^as  a  state  that  for 
many  California-bound  immigrants  in  frontier 
days,  somehow  seemed  more  challenging  than 
their  original  destination.  So  they  stayed  and 
staked  out  a  claim  and  tackled  the  tough  frontier 
life  that  Nevada  offered. 

Today  people  from  all  over  the  world  come  to 
Nevada  and  serving  them  is  the  state's  biggest 
industry.  But  much  more  is  going  on  here  making 
Nevada  the  fastest  growing  state  in  the  country, 
rated  tops  in  the  country  for  entrepreneurism. 

Nevada  is  growing  so  quickly  because  it  has 
some  unique  advantages;  it's  in  a  great  location  to 
serve  as  the  warehouse  and  distribution  hub  of  the 
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West,  especially  adjacent  California;  it 
has  low  taxes,  a  pro-business  govern- 
ment and  an  excellent  quality  of  life. 

An  example  is  Summerlin,  a  25,000- 
acre  master-planned  community  of 
homes,  business  parks,  resorts  and  golf 
courses  at  the  edge  of  Las  Vegas  that 
Summa  Corp.,  a  descendant  of  the 
Howard  Hughes  empire,  is  building.  It 
will  ultimately  be  home  to  250,000  peo- 
ple and  will  be  comparable  to  Palm 
Springs.  It  will  be  a  third  the  size  of  the 
rest  of  Las  Vegas  and  will  take  30  years 
to  construct.  Summa  president  John 
Goolsby  won't  venture  a  guess  concern- 
ing its  cost,  but  the  total  will  be  in  the 
billions. 


HOSPITALITY: 

A  MAJOR  INDUSTRY 

One  Las  Vegas  visitor  grasped  the 


Nevada  idea  when  he  first  beheld  the 
new  Mirage  Hotel  and  Casino.  "This  is 
capitalism  at  its  best.  They  should  bring 
Gorbachev  here  to  see  how  it's  done," 
said  the  awestruck  businessman.  He  was 
impressed  by  the  new  $630  million  des- 
tination resort  with  live  tigers  and  dol- 
phins and  an  indoor  tropical  jungle. 

But  the  businessman  was  most 
impressed  with  the  Mirage's  "sign." 
Instead  of  flashing  neon  lights,  the  casi- 
no attracts  people  with  a  man-made  lake 
and  tropical  island,  complete  with 
erupting  volcano.  This  sight  has  drawn 


crowds  of  up  to  100,000  a  day  since  the 
Mirage  opened  in  November,  and  the 
3,000-plus  room  hotel  has  been  jammed 
with  people. 

Developer  Steve  Wynn  says:  "It  is  a 
destination  resort,  and  the  more  of  them 
Las  Vegas  has,  the  better."  The  Mirage, 
once  a  tract  of  vacant  land  next  to 
Caesar's  Palace,  is  truly  a  symbol  of  <^ 
Nevada  because  it  shows  that  a  good 
idea  can  succeed,  even  in  a  desert. 

The  Mirage  joins  the  other  hotels  in 
Nevada  that  by  1992  will  give  the  state 
nine  of  the  ten  largest  in  the  world.  Las 
Vegas  alone  will  soon  have  more  hotel 
rooms  than  any  other  city  in  the  country 
—  75,000  by  1991,  and  100,000  by  the 
end  of  the  century. 

One  of  the  state's  largest  operators, 
Bally's,  has  locations  both  in  Las  Vegas 
and  Reno.  Both  feature  top  entertain- 
ment. The  Las  Vegas  Bally's  —  one  of 
the  city's  largest  with  2,832  rooms  — 
offers  comedy  in  its  Catch  a  Rising  Star 
nightclub.  And  the  Reno  Bally's  theater 
has  drawn  crowds  with  its  Moscow 
Circus  act. 
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Bally's  will  relocate  its  300  employ- 
ees, slot  machine  and  video-  gaming 
manufacturing  unit  from  Chicago  to 
Las  Vegas  by  fall  of  1990,  according  to 
Janie  Lewis,  director  of  corporate  com- 
munications. Bally's  is  also  transferring 
its  Bally  Systems  Division,  makers  of 
computer-  tracking  systems  for  gaming, 
hotels  and  restaurants.  "The  moves 
bring  us  closer  to  our  primary  market," 
she  says. 

NEVADAz 

A   DISTRIBUTION   CENTER 

One  reason  for  Nevada's  growth  is 


that  taxes  are  so  low.  The  state  has  no 
personal  or  corporate  income  tax,  no 
inventory,  estate,  franchise  or  unitary 
tax.  Property  taxes  are  lower  than  they 
were  ten  years  ago  —  about  1%  of 
value  or  less.  Casinos  pay  up  to  46%  of 
the  state  government's  revenues;  and 
gaming,  hotels,  recreation  and  services 
employ  26%  of  the  state's  labor  force. 

The  low  taxes  helped  attract  a  trophy 
company  to  Nevada:  since  late  1984, 
Porsche  Cars  of  North  America  has 
operated  its  headquarters  in  Reno. 

"We  came  to  Nevada  because  it  has  a 
good  business  climate,"  says  Fred 
Schwab,  senior  executive  vice  president. 
Porsche  fits  well  in  Nevada  because  it  is 
ah  entrepreneur's  car  in  an 
entrepreneurial  state.  Porche's  demo- 
graphic studies  show  half  its  customers 
have  started  their  own  businesses  or  are 
professionals.  They  are  self-assured, 
confident,  self-motivated  and  self-disci- 
plined. 

What  could  complement  Nevada  bet- 
ter? Las  Vegas  was  named  the  most 
entrepreneurial  city  in  the  country  last 
year.  The  highly  regarded,  national 
study  made  its  determination  by  index- 
ing job  growth,  business  starts  and  the 
proportion  of  high-growth  companies. 

Nevada's  quality  of  life  is  a  big  induce- 
ment for  companies  to  locate  here. 
WTiere  else  can  one  see  top  entertain- 
ment, dine  at  premium  restaurants, 
water-ski  in  Lake  Mead  a  half  hour  from 
Las  Vegas  or  snow  ski  at  one  of  28  ski 
areas  near  Reno?  Theater,  ballet,  opera, 
art  and  universities  are  just  a  few  min- 
utes drive  fi-om  mountains  and  desert. 

National  distribution  firms  benefit 
from  locating  in  Nevada  because  they 
can  take  advantage  of  the  clock. 
Companies  have  all  day  to  handle  orders 
from  the  East  Coast,  which  is  three 
hours  ahead.  Many  employees  start 
work  at  4  a.m.  in  order  to  give  next-d;n 
service.  If  they  worked  from  East  Coasi 
to  West  Coast,  they  would  lose  thrci 
working  hours  to  handle  West  Coasi 
business. 

Nevada's  location  also  makes  it  great 
to  serve  adjacent  California  —  the  sixtli 
largest  economy  in  the  world.  Indeed, 
Nevada  is  a  candidate  for  many  firms 
fi-om  the  East  and  Midwest  that  want  to 
move  as  close  as  possible  to  the 
California  market  without  going  direct  l\ 
into  the  more  expensive  state.  Maii\ 
California  firms  even  set  up  distribution 


How  Centel  MakesTtie^de  Open  Spaces 
Seem  A  Little  Less  ^de  Open. 

Look  at  the  2,400  square  miles  of  Clark  County  as  a  whole,  and  you'll  be  overwhelmed  Look  at  it  through  the 
eyes  of  a  national  communications  company  like  Centel,  and  suddenly  it  feels  as  intimate  as  a  small  town- 
with  business  opportunities  as  close  as  next  door.  '^,  Because  Southern  Nevada  is  the  only  major  metropolitan 
area  in  the  country  with  an  all-digital,  all-fiber  communications  network.- yv-  All  of  which  makes  connections 
quicker,  conversations  clearer,  data  more  accessible  and  service  more  efficient  to  all  our  800,000  customers- 
not  to  mention  less  expensive  than  most  anywhere  else.  And  with  cooperation  between  government,  industry 
and  Centel,  it's  no  wonder  Clark  County  attracts  4,000  newcomers  a  month.     ^^^^^  ^^^ 

-:JlfS  So  whether  your  business  is  across  town  or  across  the  country  Centel    ^^M^m^  m^PM 
makes  everything  as  close  as  your  back  yard- and  we  can't  think  of  a  more    ^^^■•"  "  "  ^M*^^ 
comfortable  place  to  do  business.  For  more  information  call  (702)  877-7171.    WHERE  PEOPLE  CONNECT 
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facilities  in  Nevada  to  serve  their  home 
base  more  profitably  without  the  high 
taxes,  high  living  expenses,  high  land 
costs  and  government  regulations  that 
plague  California.  Industrial  land  costs 
in  Las  Vegas  can  be  two-thirds  cheaper 
than  comparable  land  in  southern 
California. 

Also  attractive  to  companies  is 
Nevada's  work  force.  Nevada  is  a  right- 
to-work  state,  and  the  basic  indepen- 
dence of  the  people  means  that  fewer 
choose  to  work  through  xmions  than  in 
44  of  50  states.  Workers  can  maintain  a 
comfortable  standard  of  living  on  less  in 
Nevada,  in  part  because  housing  costs 
are  about  half  the  West  Coast  norm. 
And  it  is  easy  to  staff  late-night  shifts 
because  Nevada's  cities  operate  24  hours 
a  day  —  there  is  always  something  to 
do. 

Other  firms  operating  warehouse  and 
distribution  businesses  in  Nevada 
include  T.J.  Maxx,  Montgomery  Ward, 


J.C.  Penney,  and  K  mart.  Reno  alone 
has  28  million  square  feet  of  industrial 
space,  with  more  square  footage  of 
warehouse  space  per  capita  than  any- 
where else  in  the  country. 

"Six  Bay  Area  firms  found  they  would 
each  save  three  quarters  of  a  million 


industrial  development  company  in 
Nevada  and  one  of  the  100  largest  in  the 
country.  Dermody  has  about  8  million 
square  feet  of  warehouse,  distribution 
and  manufacturing  space. 

According  to  Michael  Dermody,  presi- 
dent, Reno  is  legally  part  of  Nevada  but 
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dollars  in  taxes,  distribution  and  labor 
costs  by  moving  to  Reno,"  notes 
Richard  G.  Wolf  Jr.,  director  of  leasing 
for  Dermody  Properties,  the  largest 


geographically  it  is  Northern  California. 
Maps  show  clearly  that  Reno  is  further 
West  than  Los  Angeles.  "Site  location 
firms  are  aware  of  this  and  are  coming 


Foflow  the  leaden 


First  Interstate  Bank  of  Nevada  offers 
all  the  customized  business  services  and 
expertise  you'd  expect  from  the  state's 
largest  and  oldest  financial  institution. 

Plus  we're  parf  of  one  pf  the  largest 
multi-state  banking  systems  in  the 
couiJtry,  with  more  than  1,100  full- 
servisjc  banking  offices  in  14  states. 
This  givch  corporate  banking  customers 
advantagt:  ^  no  other  bank  or 
combination  ^"^^aiiip  can  offer: 


stability,  respoti^ene9»s  and  kjtal 
expertise  in  Nevada;  the  capability  to 
handle  all  yoiir  interstate  business  in  the 
West;  and  access  to  the  mos( 
sophisticated  financial  sorvices  in  the 
industry.  % 

'  Put  our  strength  ^d  rc^urces  to 
work  for  you.  Call  Fiirst  Intestate's 
Corporate  Banl^ng  Division  "today.  In  Las 
Vegas^caU  (701>791-6277.  In  Reno,  call 
(702)7'84-3311. 
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Pi^  hiterstate  Bank 

We  I'd  the  extra  mile  for  you. 


Member  FDIC 


WHEN     1   r     CO  M  E  s     T  c:> 
NEVADA'S      FUTURE, 
^V  E '  R  i:     N  C)  T 
JUST      PLAYING     GAMES. 


Unless  or  course  you  consider  promoting  business  growth  and  economic  statility  a  game. 

You  see,  we're  serious  about  Nevada's  future.  That's  wny,  as  one  or  its  largest  businesses, 

we  provide  over  8000  jobs  all  in  tne  live  companies  we  operate  in  Nevada. 

"'rom  casino  hotels  to  gaming  equipment  and  systems.  It's  all  just  part  or  an  ongoing  commitment  we  made  years  ago. 

A  commitment  that's  easy  to  keep,  thanks  to  the  many  hardworking  people 

who  have  an  eye  to  the  ruture  and  an  equal  share  in  our  concern  ror  the  economic  well-being  or  Nevada. 

With  this  in  mind,  as  a  committed  partner  with  Nevada,  we're  playing  ror  keeps. 

For  a  copy  of  the  1989  Bally  Annual  Report  call  1-800-34-BALLY  or  write  Bally  Manufacturing  Corporation,  8700  West  Bryn  Mawr,  Chicago,  Illinois  60631. 
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.  Reno  with  increasing  frequency,"  he 
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The  small  companies  setting  up  shop 
in  Nevada  show  that  it  is  an 
entrepreneur's  heaven:  skis,  after-market 
pistons,  dental  fillings,  floral  foam, 
35mm  slide  holders,  "fasten  seatbelt 
signs"  for  airplanes,  golf  club  heads, 
fishing  poles  and  other  items  are  pro- 
duced by  manufacturers  here.  These 
firms  have  nothing  in  common  with  one 
another  and  they  occupy  specialty  nich- 
es that  enable  them  to  operate  any- 
where; however,  they  like  the  low  cost 
and  location  of  Nevada. 

GOVERNMIENT  ACTS 
AS   PARTNER 

All  this  business  activity  didn't  just 
happen.  Nevada's  government  hustles 
to  tell  the  state's  story  through  the 
Nevada  Commission  on  Economic 
Development,  says  Robert  Boyd,  mar- 
keting director.  Firms  contact  the  state, 
identify  which  area  they  are  interested 
in,  and  are  turned  over  to  the  local 
groups  for  information  and  follow-up. 

The  organization  runs  the  small  busi- 
ness counseling  and  assistance  pro- 
grams, as  well  as  the  state's  international 
trade  and  rural  assistance  programs,  says 
Jim  Spoo,  executive  director. 

Nevada  is  breaking  into  the  European 
market.  "We  want  to  show  the  value  of 
investing  here,"  says  Ken  Lynn  of  the 
Economic  Development  Agency  of 
Western  Nevada  (EDAWN),  a  group 
with  responsibility  for  areas  such  as 
Reno. 

Nevada  has  Foreign  Trade  Zones  in 
Las  Vegas  and  Reno,  where  importers 
and  exporters  can  bring  goods  or  raw 
material  duty-free,  and  it  is  a  free-port 
state,  so  there  are  no  taxes  on  goods 
stored,  assembled  or  processed  for  use 
elsewhere. 

The  state's  capital,  Carson  City,  is 
handled  by  the  Northern  Nevada 
Development  Agency,  according  to  Kris 
Holt.  The  area  includes  revitalized  1 9th 
century  ghost  towns,  such  as  Virginia 
City  and  Dayton,  that  sprout  new  hous- 
ing developments  and  industrial  parks  as 
well  as  an  Arnold  Palmer-designed  golf 


course. 

One  of  the  reasons  Las  Vegas  is  so  fast 
growing  —  adding  4,000  to  5,000  new 
residents  each  month  —  is  the  effort  of 
Dennis  Stein  at  the  Las  Vegas 
Development  Authority,  who  promotes 
the  city. 

Las  Vegas  had  18.1  milhon  visitors  last 
year,  in  part  because  of  the  Las  Vegas  « 
ConventionA^isitors  Authority,  which 
operates  2.3  million  square  feet  of  con- 
vention space,  handles  conventions, 
tourism  and  advertising.  "We  have  the 
resources  to  aggressively  promote  and 
market  the  product,"  says  Frank  Sain, 
executive  director. 

Las  Vegas  is  neck  and  neck  with 
Chicago  for  having  more  exhibit  space 
than  anywhere  else  in  the  country  — 
more  than  San  Francisco,  Los  Angeles, 
Anaheim  and  San  Diego  combined. 
"Las  Vegas  hotel  rooms  are  also  more 
economical,  as  is  food,"  says  Sain. 

Business  is  also  helped  by  the 
University  of  Nevada  at  Reno,  accord- 
ing to  president  Joe  Crowley.  Its 
MacKay  School  of  Mines  is  one  of  the 
best  in  the  country,  and  it  played  a  role 
in  developing  gold  extraction  tech- 
niques that  have  helped  make  Nevada 
the  world's  fourth  largest  gold  producer. 


also  is  home  to  Nevada's  medical  school, 
and  the  National  Judicial  College, 
where  trial  judges  come  to  learn  what  is 
not  taught  in  law  school. 

One  of  the  attractive  things  about 
Nevada  is  the  partnership  between  gov- 
ernment and  business.  "We  can  meet 
with  the  county  commissioners,  the 
governor  or  the  senators  in  Washington, 
D.C.  at  almost  any  time,"  stated  Richard 
Etter,  chairman  and  chief  executive  offi- 
cer of  Valley  Bank  of  Nevada.  "We're 
still  close  enough  in  business  and  poli- 
tics we  can  do  that." 

A  cooperative  government  means  a 
minimum  of  red  tape.  The  new  400- 
room  Rio  Suite  Hotel  and  Casino,  for 
example,  went  from  ground-breaking  to 
opening  in  a  year.  Developer  Marnell 
Corrao  Associates,  the  world's  largest 
designer/builder  of  casinos,  was  prepar- 
ing the  land  for  construction  before  the 
plans  or  financing  were  finished. 

BANKING  HELPS  BUSINESS 
EXPAND 

Yarns  about  government  assistance  to 

business  abound  in  Nevada,  but  few  top 

the  experience  of  Citicorp  of  New  York 

when  it  opened  Citibank    Nevada  — 

one  of  three  bankcard  processing  sites  in 


nuinb«r  en«  protlucar 
of  geld  in  Mia  United 
States.   Pictwretl  here 

is  a  typicai  goid 

mining  operation  at 

Kclio  Bay  Mines  in 

centrai  Nevada. 


MICKEY  PRIM 


The  school's  Earthquake  Engineering 
program  teaches  seismic  testing  of 
biidges,  and  UNR  has  23  doctoral  pro- 
grams, in  such  disciplines  as  chemistry, 
biochemistry  and  molecular  biology  as 
well  as  perhaps  the  only  program  in 
Basque  siinlies  in  the  world.  The  1 1,500 
students  ccme  from  every  state  in  the 
U.S.  and  65  foreign  countries.  UNR 


the  U.S.  that  handles  customer  .service 
for  its  25  million  bankcard  holders. 
Nevada's  then  Governor,  Richard 
Bryan,  went  to  New  York  in  late  1983  to 
sell  the  bank  on  the  state  as  an  ideal 
location  for  a  bankcard  processing  site. 
By  March  of  the  next  year,  he  called  a 
special  session  of  the  Nevada  legislature 
to  approve  interstate  banking  (the  vote 


//. 


• 


• 
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.  I  Left  to  Right)  Captain  Ted  Jadcson;  Chairman  of  the  Board/CEO,  Edward  R.  Beauvais;  Captain  Randy  McNerlin;  President/COQ  Michael  J.  Conway;  Captai'  Jim  Hansen. 

In  1990  alone,  America  West  Airlines  will  contribute   timing  were  right  In  fact,  we've  become  experts  in 
more  than  $2  billion  to  Nevada's  economy.  Naturally,         timing.  According  to  US.  Government  Department  of 
many  people  come  to  Nevada  for  the  climate.  But  it's  an     Transportation  statistics,  we  were  the  all-time  on-time 
excellent  climate  for  business  as  well.  It's  a  climate  that's      natiorial  champion  for  1988  and  1989.* 
helped  America  West  become  the  country's  10th  _  Today  we  have  over  11,000  employee- 

largest  airline  serving  over  55  cities  coast  to  %^     ^j^^W    owners  and  one  ofthe  most  modem  fleets  ir] 

coast,  including  Hawaii.  ^^ argggggP^^'^  ''      the  sky  America  West  Airlines  and  Nevada, 

iK&Aiy^pi^lp^VJ^         working  together,  have  proven  the 


When  we  started  in  the 
state  of  Nevada,  our  location  and 


'®  sky  is  the  limit 


Across  the  US.  and  Pacific,  what  we  serve  is  yoa 


'Source:  "Air  Travel  Consumer  Report"  published  by  the  Department  ofTransporiation— Office  of  Consumer  Affairs. 
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was  a  unanimoxis  "yes").  By  October  of 
that  year  the  company  began  business  in 
temporarj'  quarters  and  broke  ground 
for  its  first  building  which  opened  in 
March  of  1985. 

Citibank  is  very  pleased  with  the  busi- 
ness-oriented environment  in  Nevada. 


The  fact  that  it  has  grown  from  84 
employees  to  1,270  is  one  indication  of 
its  success.  "Nevadans  have  the  service 
mentality  that  we  want,"  observes  Ed 
Skonicki,  president  of  Citibank  Nevada. 
Surveys  show  that  97%  of  the  customers 
who  contact  the  Nevada  staff  are  either 
satisfied  or  very  satisfied  with  the  results 
of  those  contacts. 

UTILITIES  TOP-RATED 

Nevada  also  has  top-rated  utilities. 
Nevada  Power  provides  electricity  to 


Cycling  isn't  the  only  discipline  where 
teamwork  will  lead  you  to  the  front  of 
the  pack. 

We  believe  it  also  holds  true  in 
corporate  banking.  And  when  you 
choose  Valley  Bank  of  Nevada,  you'll 
enjoy  all  the  advantages  that  come  from 
our  commitment  to  teamwork. 

Advantages  like  responsive,  knowl- 
edgeable and  personal  service  from 
people  with  the  authority  to  make  sure 
your  needs  are  met  every  day. 

Put  the  leading  team  to  work  for  you. 
For  more  information  on  Valley  Bank  of 
Nevada's  Corporate  Banking,  contact 
Lawrence  L.  Charlton,  Regional  Vice 
President  of  Corporate  Banking 
Services,  at  (702)  654-7300. 


1=J 


^leyBank 
of  Nevada 


MEMBER  FOIC 


WeVe  there  ^^len  you  need  US., 


southern  Nevada,  and  Sierra  Pacific 
Power  delivers  both  gas  and  electricity 
to  northern  Nevada,  in  addition  to  pro- 
viding water  to  certain  areas. 

Nevada  Power's  rates  are  the  tenth 
lowest  in  the  covmtry,  observes  Charles 
Lenzie,  chairman.  Overall  utility  rates 
in  Nevada  are  about  30%  less  than 
California.  The  Hoover  Dam  provides 
about  5%  of  its  electricity,  and  the  rest 
is  from  three  low-sulphur,  coal-fired 
plants.  "Energy  here  is  cheap  and  reli- 
able. We  have  20%  more  generating 
capacity  than  our  highest  need,"  says 
Lenzie. 

Nevada  also  has  the  largest  known 
geothermal  potential  in  the  country.  In 
fact,  10%  of  Sierra  Pacific's  power  is 
geothermally  generated,  notes  Stan 
Berdrow,  vice  president  of  communica- 
tions and  public  relations  at  Nevada 


Th«  Unlvarslty  •#  N*v«<l«i  Systvin 

trains  ffwiwr*  t«<kfiici«na  t* 

■W|i|Bly  N*vairfa*a  arowrlng  kish 

t«cli  Industry  In  r*8*arcli  nnal 

•i*v*l*|»mant  ffacllltl*s.  Ilk*  tkis 

•n*  at  tk«  University  •• 

Navaaln,  L«is  V«||«s. 

Power.  "We  have  an  adequate  supply  of 
energy,"  Berdrow  says,  pointing  to  elec- 
tricity from  coal,  oil  and  gas  as  well  as 
geothermal  and  hydroelectric  energy 
purchased  from  the  Northwest. 

Sierra  Pacific  will  have  even  more 
with  the  addition  of  Thousand  Springs 


■            ■            ■ 

..   levada. 
Still  grand,  graceful 
and  untamed.  The 
perfect  climate  for 

i 

I* 
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business.  And  living. 
Nevada's  energy 

% 
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utilities  are  committed 
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to  providing  reliable 
service  for  today  and 


for  the  future. 


Sierra  Pacific 
Power  Company 
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electric  generating  plants  —  a  construc- 
tion effort  that  will  be  the  largest  in 
Nevada  since  the  Hoover  Dam.  The  $4 
billion  project  calls  for  eight  coal-fired 
plants  to  be  built  near  Elko,  each  capa- 
ble of  generating  250  megawatts. 
Construction  is  expected  to  begin  in 
1991  on  the  first,  which  would  produce 
energy  by  1994.  Additional  plants  are  to 
be  added  as  firm  contracts  are  signed  for 
wholesale  electricity.  The  project  was 
organized  by  Sierra  Pacific  Resources,  a 
holding  company  that  is  a  partner  in  the 
project  with  seven  other  companies. 

"Our  business  and  residential  cus- 
tomer service  numbers  grew  by  9.8%  in 
1989  alone,"  according  to  James  Kropid 
of  Centel  Telephone,  Nevada's  largest 
phone  company  and  part  of  Centel 
Corporation.  "In  our  wildest  imagina- 
tion we  never  dreamed  we  would  have 
that  kind  of  growth.  Ten  years  ago  it 
would  have  driven  us  crazy." 

Centel  has  one  of  the  most  modern 
telephone  systems  in  the  country.  It  was 
the  first  to  introduce  an  all-digital 
switching  system,  in  1986.  Its  fiber- 
optic transmission  lines  give  customers 
virtually  unlimited  throughput  any- 
where in  the  valley,  according  to  Robert 
Flood  at  Centel. 

It  offers  features  unheard  of  else- 
where, such  as  Custom  Calling  II,  which 
makes  it  possible  to  see  a  digital  display 
of  the  number  calling  before  answering, 
or  to  code  certain  numbers  for  a  unique 
ring,  so  you  know  who  is  calling. 

Travelers  have  excellent  access  to  Las 
Vegas  through  McCarran  International 
Airport  and  its  dominant  carrier, 
America  West  Airlines.  McCarran  has 
the  top  ranking  in  the  country  for  on- 
tinie  arrivals  and  departures,  maintains 
Robert  Broadbent,  director,  and  has 
been  one  of  the  fastest  growing  airports 
in  the  country  for  the  past  five  or  six 
years. 

McCarran  Airport's  largest  customer 
is  America  West  Airlines  —  with  38%  of 
the  flights,  notes  Peter  Otradovec,  vice 
president  of  |)lanning.  Along  with 
Phoenix,  Las  Vegas  is  one  of  America 
West's  two  hubs.  Like  Las  Vegas, 
America  West  is  extremely  fast  growing 


IN  NEVADA 

THERE  ARE 

285  SUNNY  DAYS  A  YEAR, 

46  MUSEUMS, 

97,538  HOTEL  ROOMS, 

162  SPECIAL  EVENTS, 

150  SKI  LIFTS, 

38,400,000  ACRES  OF  OPEN  RANGE, 

2  MAJOR  CITIES, 

AND  ONLY  ONE 

FULLY  INTEGRATED 

INDUSTRIAL  DEVELOPMENT  COMPANY 

WITH  A  PORTFOLIO  OF  OVER  EIGHT  MILLION  SQUARE  FEET. 


1200  FINANCIAL  BLVD. 
RENO,  NEVADA  89502 


DERMODY 


1900  E.  FLAMINGO  RD.  SUITE  154 
LAS  VEGAS,  NEVADA  891 19 
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Call  Mr.  Michael  C.  Dermody  at  (702)  788-8080,  ext.  100,  for  a  tour  of  Nevada's  industrial  marketplace. 

EQUITABLE  REAL  ESTATE 

INVESTMENT  MANAGEMENT  INC. 


20  YEARS  OF 

INVESTING  IN 

NEVADA 

AND 

DERMODY  PROPERTIES 


One  Market  Plaza,  1900  Steuart  Tower,  San  Francisco,  California  94105 
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Starting  with  three  aircraft  in  1983, 
America  West  now  has  90  and  is  the 
tenth  largest  airline  in  the  country,  with 
628  departures  per  day  —  110  of  them 
from  Las  Vegas  —  and  $1.3  billion  per 
year  in  revenues.  America  West  also 
began  service  to  Reno  in  1987,  and 


accounts  for  all  the  growth  at  both  air- 
ports in  recent  years. 

"The  West  is  alive  and  booming," 
Otradovec  says.  The  airline  flies  as  far 
west  as  Honolulu  and  as  far  east  as 
Boston. 

The  airline  added  Ameriwest 
Vacations  package  tours  in  1988,  notes 
Mark  Coleman,  senior  vice  president.  In 
its  second  year  it  generated  500,000 
room  nights  and  was  named  Wholesaler 
of  the  Year.  Business  travelers  have  been 
the  key  to  America  West's  growth,  and 


the  airline  caters  to  them  with  more 
spacious  seating,  free  cocktails,  comput- 
erized reservations  and  high  frequency 
service  wherever  they  go.  That  includes 
as  many  as  50  trips  per  day  between  Las 
Vegas  and  the  Los  Angeles  area. 

"A  third  of  all  flights  west  of  the 
Mississippi  go  to  California,"  Coleman 
says.  "There  is  no  better  access  to 
Cahfomia  and  now  the  rest  of  the  coun- 
try," he  says,  than  through  hubs  in 
Phoenix  and  Las  Vegas  with  Reno  as  a 
strong  intermediary  to  the  Northwest. 

Reno  Cannon  International  Airport 
serves  a  vast  area  of  northern  Nevada 
and  five  counties  of  California,  says 
Robert  C.  White,  executive  director  of 
the  Airport  Authority  of  Washoe 
County,  which  manages  Reno  Cannon 
and  Reno  Stead  airports.  Although  the 
service  area  is  650,000  people,  the  air- 
port handles  3.1  million  passengers  per 
year  —  as  much  as  many  communities 
five  times  bigger,  such  as  Burbank, 
Calif,  or  Jacksonville,  Fl. 

Reno  Cannon  is  served  by  ten  airlines, 
including  America  West,  as  well  as  sev- 
eral charter  airlines.  And  Reno  wants 
more  air  service  —  the  Reno  Tahoe  Air 
Service  Task  Force  is  willing  to  share 
the  risk  by  spending  money  up  front  to 
promote  new  air  carriers,  White  says. 
He  adds  that  the  10,000-foot  runway 
can  accommodate  everything  from  small 
private  planes  to  747s. 

THE   NEVADA   IDEA 

All  the  growth  in  Las  Vegas  is  part  of 
what  is  called  "the  emergence  of  per- 
haps the  last  major  city  to  develop  in 
America,"  according  to  Bob  Maxson, 
president  of  the  University  of  Nevada  at 
Las  Vegas  and  one  of  the  community's 
most  articulate  advocates. 

It  was  no  coincidence  that  the  LTNLV. 
Rebels  basketball  team  trounced  Duke 
in  the  NCAA  championships,  setting  an 
offensive  record  with  its  30-p()int  lead. 
The  whole  town  went  absolutely  wild 
—  wilder  than  any  New  Year's  Eve. 

Behind  the  team  was  President 
Maxson,  who  knows  the  value  of  a  win- 
ning team  in  publicizing  the  fact  that 
UNLV  is  recognized  as  one  of  the  best 
educational  values  in  the  West.  It  is  al.so 
one  of  the  fastest  growing  universities  in 
the  country-,  with  16,400  students  and 
an  average  growth  of  1,000  to  1,500  per 
year.  The  school  added  150  faculty 
members   this   year   alone.    Behind 


Okay, 
lefs  see  mvJs  done 
their  homework* 


s  '" 

Did  you  know  diat 
Nevada  has  led  d:ie 
nation  in  job  growdi  for 
four  consecutive  years  ? 

If  you've  read 
'many  of  these  publi- 
cations, you  already 
know  the  University 
of  Nevada,  Las  Vegas 
and  the  University  of 
Nevada,  Reno  are  two 
big  reasons  why. 

The  two  campuses 
offer  an  outstanding  faculty 
and  more  than  275  under- 
graduate, master's  and 
doctoral  programs. 

Business  and  economic  research 
centers  on  both  campuses  keep  the 
business  community  informed  about 


UNIVERSITY  OF  NEVADA  LAS  VEGAS 

Lyle  Rivera 

UNLV  Vice  President  for  Development  & 

University  Relations 

4505  Maryland  Parkway 

Us  Vegas,  Nevada  89195-9430 

(702)  739-3671 


consumer  trends  and 
related  economic 
indicators. 

Hie  University 
offers  two  nationally 
(recognized  colleges  of 
engineering,  a 
world  class  school 
of  mines,  anew 
national  super- 
/    computer  center  and 
a  school  of  medicine 
serving  our  entire  state. 
'  The  fact  is,  each  campus 
makes  significant  research, 
employment  and  cultural 
contributions  for  the  betterment  of 
Nevada's  business  and  living  climate. 
If  you'd  like  more  information,  call  or 
write  to  the  campus  of  your  choice. 

UNIVERSITY 
OF  NEVADA 

RENO 

Paul  Page 

Vice  President  for  Development 

University  of  Nevada,  Reno 

Reno,  Nevada  89557-0120 

(702)  784-1352 
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RISING  FROM 

THE  LAS  VEGAS  DESERT 

THIS  JUNE 


HOTKLCASINO  ON  THE  S' 


THERE  HAS  BEEN 
NOTHING  UKE  IT 
SINCE  CAMELOT 

Circus  Circus  Enterprises 

Announces  Its  Newest  Property, 

The  World's  Largest  Hotel/Clasino 
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Maxson  is  a  community  that  supports  its 
university  with  the  same  fervor  as  a 
small  town  backing  its  high  school.  « 

"I  have  never  seen  a  place  that  so  des- 
perately wants  to  be  a  great  city  as  Las 
Vegas,"  Maxson  says.  "Cities  may  be 
like  people.  There  is  something  about 
the  optimism  and  vitality  of  youth.  Las 
Vegas  may  be  one  of  the  larger  cities, 
but  in  age  it  is  adolescent.  The  future  of 
Las  Vegas  is  in  front  of  it.  It  has  the 
energy  of  a  young  person.  The  one 
thing  everyone  agrees  on  is  it's  their 
university  —  the  one  thing  everyone  can 
claim.  Fundraising  is  easy  here." 

So  easy  that  in  the  past  five  and  one 
half  years  the  university  has  erected  1 3 
buildings,  and  the  state  of  Nevada  has 
paid  for  one  of  them.  Half  were  from 
private  donations  or  bonds.  "If  you  can't 
build  a  great  university  in  this  environ- 


ment with  this  attitude,  you  can't  build 
one  anywhere,"  he  says. 

The  Nevada  idea  is  that  in  community 
life,  people  can  still  make  a  contribu- 
tion. Centel's  Kropid  says  his  firm's 
employees  give  33,000  hours  of  volun- 
teer service  and  community  involvement 
effort. 

"There  are  no  restrictions.  This  is  not 
a  place  where  you  can't  do  things 
because  you're  not  from  the  right  family 
or  the  right  school.  Everyone  is  accept- 
ed here,"  observes  Valley  Bank's  Etter. 
"Newcomers  are  as  welcome  as  25-year 
residents.  In  three  years  you  can  be 
president  of  United  Way.  You  don't  have 
to  wait  until  you  are  60  and  work  your 
way  in.  Most  everyone  is  from  some- 
where else,  so  people  have  Christmas 
with  their  friends  instead  of  their  fami- 
lies." The  ease  of  getting  involved  is  one 
reason  Las  Vegas  has  more  Eagle  Scouts 
per  capita  than  anywhere  else  in  the 
country,  Ener  says. 

In  Nevada,  people  take  responsibility 
for  others  on  their  own  shoulders. 
Notes    Paula    Smith-Dermody    of 


EXCALIBUR 

Opening  in  Las  Vegas  this  month  is 
the  Excalibur  Hotel  and  Casino,  with 
4,032  rooms  and  a  half  rhillion  square 
feet  of  entertainment  space  —  the 
largest  resort/hotel  in  the  world. 

In  addition  to  its  lengthy  list  of 
superlatives,  the  Excalibur  can  also  be 
credited  with  ushering  in  a  new  era  in 
Las  Vegas  —  one-stop  entertainment 
destinations  for  young  and  old  alike. 

Casinos  began  years  ago  as  gambling 
halls.  But  one  look  at  the  Excalibur 
belies  that  image:  a  drawbridge  is  the 
entry  over  a  moat,  and  through  a  gate- 
house, toward  towering  spires,  multi- 
colored turrets  and  battlements,  four 
28-story  guest  towers  await. 

It's  a  property  oriented  toward  people 
looking  for  great  value.  That's  the  rea- 
soning behind  the  $45  weekday 
(Sunday  through  Thursday)  room  rate. 
It's  also  why  the  place  will  feature 
medieval-appointed  strolling  minstrels, 
street  performers,  archery,  wizards  and 
a  dinner  show  revolving  around  a 
medieval  love  story,  comjilete  with 
armored  knights  jousting  on  horseback 
and  fire/laser  special  effects. 

There's  something  for  everyone  at 


Excalibur,  including  a  chance  to  experi- 
ence a  "ride"  for  just  $1.50  in  the  first 
two  48-seat  motion  simulator  movie 
theaters  in  North  America  —  Merlin's 
Magical  Motion  Machines.  Frank 
Vignola,  Excalibur's  director  of  mar- 
keting, says  viewers  actually  experience 
a  bobsled  run  or  runaway  train  or  a 
police  chase  because  the  seats  move 
with  what's  on  the  screen.  "You'll  never 
have  to  leave  the  property  to  have  a 
good  time,"  he  says. 

Excalibur  is  owned  by  C^ircus  Circus 
Knteqirises  Inc.,  which  will  have  10%  of 
the  total  room  base  in  Las  Vegas  widi  the 
opening  of  Excalibur.  For  more  infomia- 
tion,  call  toll-free  (800)937-7777. 


You  ve  got  it  made  in 

Nevada! 


Nevada  has  a  hand 

in  the  success  of  all 

these  nationally 

recognized  companies  and  many  more. 

As  an  executive  you'll  see  why  major 
firms  like  Porsche,  Citibank  and  others 
have  it  made  in  Nevada. 


Nevada  ranks  #1  in  the  West  in  tax 
climate  according  to  the  Grant  Thornton 
Manufacturing  Climates  Study  and 
#1  in  business  climate  according 
to  Inc.  Magazine. 

Nevada  offers  major  firms  a 
centralized  western  location 
adjacent  to  California,  the  world's 
sixth  largest  market  place. 

In  addition  Nevada  has  one  of  the 
nation's  best  transportation 
networks,  a  highly  trained  and 
motivated  work  force  and  a  quality 
of  life  second  to  none. 

Only  Nevada  can  hand  you  a 
business  environment  so  perfectly 
suited  for  success. 

Let  Nevada's  team  of  economic 
development  professionals  in  Las  Vegas, 
Reno  and  rural  Nevada  help  you  locate 
here  and  profit  here. 

Relocate  to  Nevada  and  "You've  got  it  made." 


NEVADA 


#1    IN   BUSINESS  CLIMATE 


NEVADA  COMMISSION  ON  ECONOMIC  DEVELOPMENT 

Capitol  Complex    •    Carson  City,  Nevada  89710 
702/687-4325  800/336-1600 
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WeVe  proud  to  have 
Nevada  license  plates. 

Since  1984  we  at  Porsche  Cars  North  America  have  proudly 
called  Nevada  our  home.  And  with  our  commitment  to  Nevada's 
continued  economic  growth,  we  plan  to  stay  parked  here. 

Proud  recipient  of  the  Governor's  1989 
Nevada  Distinguished  Business  Award 

C 1990  Porsche  Cars  North  America.  Inc.  Porsche  recommends  seal  belt  usage  and  observance  of  all  irafHc  laws  at  all  limes. 
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Discover  the  convenient  gateway  to  California  and  the  West 

•  150  daily  flights  by  10  airlines  When  you  locate  in  the  Reno/Tahoe 

•  Within  two  air  hours  of  most  major        area,  you  will  enjoy  air  service  equal  to 
western  markets  communities  five  times  our  size.  Use 

•  Air  service  area  for  650,000  population     our  full-service  support  facilities  or 
•U.S.  Customs  Service  and  facilities  perhaps  you'll  choose  a  site  for  your 

•  Accommodations  for  jumbo  cargo  own  commercial  aircraft  maintenance 
and  passenger  aircraft  and  modification  center.  Enjoy  the 

•  Easy  access  to  California  and  Nevada     convenience  without  the  hassle. 

For  infonnation  caU  (702)  328-6402 


Airport  Authority  of 
Washoe  County 


Reno  Cannon  International  Airport  •  Reno  Stead  Airport 
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Dermody  Properties  in  Reno,  "Nevada 
is  one  of  the  few  places  left  this  size  in 
the  world  where  you  can  make  an 
impact  and  ensure  the  quality  of  life." 
Her  company  has  set  up  its  own  founda- 
tion and  made  52  charitable  grants  last 
year.  She  and  her  husband,  Michael, 
were  instrumental  in  setting  up  the 
Children's  Cabinet  Inc.,  a  clearinghouse 
for  family-oriented  social  services  in  the 
Reno  area. 

She  has  a  parallel  in  community 
involvement  in  Elaine  Wynn  of  Las 
Vegas,  who  chairs  the  UNL\ 
Foundation  Board  and  has  been  active 
in  developing  the  arts.  The  Wynn  fami- 
ly foundation  also  gives  200  scholarships 
each  year,  and  she  personally  grants 
thousands  of  dollars  annually  both  to 
UNLV  and  the  Clark  County  School 
District  so  they  can  offer  competitive 
salaries  for  top  administrators.  She  is 
also  involved  with  the  Nathan  Adelson 
Hospice,  which  teams  from  across  the 
country  are  studying.  And  Steve  Wynn 
wrote  the  libretto  for  "The  Las  Vegas 
Suite,"  a  three-act  ballet  about  Mormon 
settlers  performed  by  a  regional  ballet 
company. 

Elaine  Wynn  has  one  way  of  explain- 
ing the  Nevada  idea:  "I  refuse  to  take 
what  I  find  and  that's  it.  If  it  isn't  hap- 
pening, I'm  going  to  make  it  happen." 

Echoing  her  sentiments  is  UNLV 
president  Maxson:  "I  want  people  work- 
ing for  me  who  are  mean  guys  on  a 
leash  —  ones  I  have  to  tell  to  slow 
down.  I  don't  believe  a  dynamic  organi- 
zation grows  in  steady,  incremental, 
geometric  steps.  I  think  that  dynamic 
organizations  grow  in  spurts,  bursts. 
When  the  chemistry  is  just  right  and  the 
window  of  opportunity  opens,  they 
explode.  I'm  building  dormitories  as  last 
as  I  can,  and  as  long  as  the  students  keep 
coming,  I'll  keep  building." 

That's  the  idea  in  Nevada  today-  It's  a 
home  for  people  who  think  the  same 
way. 

For  additional  information,  contact  th< 
Nevada  Commission  on  Kconomii 
Develofmient  l-S()0-i16-t600. 


To  get  more  information  about  the  advertisers  in  this  section,  fill  out  the  card  on  page  208a 
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With  a  23,000  acre  planned  community,  Nevada's  premier  business  center, 
and  a  dynamic  airport  industrial  park,  Summa  Corporation  is  redefining 
the  way  people  live  and  wo^4^  in  Las  Vegas.  i  ^ 
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Investing  in  the  1990s 


Rational 
expectations 


By  William  Baldwin 


uch  ink  has  been  expended 
over  the  years  in  defense  of 
the  so-called  efficient  mar- 
ket hypothesis,  also  known  as  the  ran- 
dom walk  theory.  In  its  most  extreme 
form,  this  academic  dogma  says  that 
all  securities  are  rationally  priced  at 
all  times.  Thus,  the  investor  has  noth- 
ing to  gain  by  being  rational  himself. 


-10*^ -^^ 


You  might  as  well  be  a  passive  inves- 
tor and  do  nothing. 
'  No  need,  then,  to  read  investment 
guides.  Just  buy  an  index  fund  and 
forget  about  the  market.  We  don't  buy 
this  nihilism.  We  think  that  rational 
and  diligent  investors  can  do  better 
than  merely  trace  the  averages.  They 
certainly  do  far  better  than  emotional 
and  sloppy  investors.  We  don't  think 
securities  are  all  rationally  priced.  We 
think  the  smart  investor  can  take  ad- 
vantage of  these  irrationalities. 

To  us  a  rational  investor  is  not  a 
fortune-teller.  Nowhere  in  this  mon- 
ey guide  do  we  make  a  forecast  of  the 
Dow  or  a  prediction  of  a  market  turn. 
Rational  investors  have  expectations 
about  what  investments  will  yield, 
and  they  use  those  expectations  to 
guide  their  portfolios.  But  they  do  not 
waste  a  lot  of  time  trying  to  call  mar- 
ket turns.  In  forming  these  expecta- 
tions they  pay  more  attention  to  long 
trends  than  to  today's  6  o'clock  news. 

The  explosive  bull  market  that  be- 
gan in  August  of  1982  isn't  a  useful 
guide  to  the  future.  If  anything,  there 
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is  a  certain  tendency  for  long  rallies  to 
be  followed  by  weak  periods  in  the 
stock  market.  The  money  managers 
at  Tweedy  Browne  Co.  did  an  experi- 
ment on  the  s&ip  500,  looking  at 
above-average  returns  over  somewhat 
longer  periods  than  eight  years.  Since 
good  stock  market  data  became  avail- 
able in  1926,  the  firm  found,  there 
have  been  eleven  14-year  periods  in 
which  the  return  on  stocks  averaged 
more  than  15% .  Nine  of  those  periods 
were  followed  by  14-year  periods  of 
single-digit  average  returns. 

Since  we  have  just  come  off  a  de- 
cade of  extraordinarily  high  returns 
from  stocks,  it  is  sensible  to  look  for  a 
period  of  lower  returns  in  the  1990s. 

But  this  doesn't  mean  you  should 


om  the  stock  market? 


64-year  trend 


Judging  by  the  trend  of  the  last 
64  years,  you  can  expect  a  re- 
turn of  not  quite  7%  a  year  from 
the  stock  market.  This  is  with 
dividends  reinvested  and  after 
an  allowance  for  inflation.  But 
if  you  looked  only  at  the  last 
eight  years,  you  would  think 
stocks  do  twice  as  well  as  that. 


1970  1980  1990 

Sources:  CDA  Investment  Technologies:  FORBES 


simply  shun  stocks.  What  should  a 
rational  investor  expect  from  his 
stock  portfolio?  Look  at  the  trend  line 
in  the  chart,  which  shows  returns  on 
stocks  after  allowance  for  inflation. 
An  investor  can  expect  to  quadruple 
the  value  of  a  starting  stake  over  the 
space  of  a  generation.  That  is  an  excel- 
lent result,  but  nothing  like  the  up- 
ward climb  of  the  1980s.  By  compari- 
son, the  1990s  will  be  a  decade  of 
protecting  gains — of  staying  alive,  as 
we  put  it  on  the  cover. 

The  rational  investor  is  slightly  less 
interested  in  stocks  now  than  he  was 
eight  years  ago.  Evidently  a  lot  of  the 
investing  public  isn't  rational.  Sales 
of  equity  mutual  funds,  dead  in  the 
early  1980s,  are  booming  now. 

The  smart  investor  caimot  predict 
next  year's  market,  but  can  learn  from 
the  past.  He  shuns  investments  that 
history  shows  don't  work.  Here's  one: 
new  stock  issues.  The  popular  notion 
is  that  these  speculative  offerings  do 
somewhat  better  than  the  market  as  a 
whole,  making  up  for  their  higher 
risk.  The  truth  is  they  do  considerably 
worse.  Buying  all  new  issues  that  ap- 
peared since  1980  would  leave  you 
19%  poorer  than  buying  the  s&p  500 
on  the  same  dates.  Read  the  sorry 
statistics  on  page  273.  You  can't  beat 
the  market,  the  academics  preach. 
But  you  can — by  staying  away  from 
bad  investments  like  these. 

Collectibles  are  another  sector  of 
investing  with  a  large  component  of 
irrationality.  The  feature  that  begins 
on  page  282  describes  the  fallacy  of  art 
as  an  investment  medium.  The  article 
on  page  270  tells  how  you  can  have 
great  fun  but  make  a  financial  fool  of 
yourself  investing  in  wine  futures. 

Then  what  works  in  investing?  One 
proven  technique  is  to  spend  time 
with  a  company's  financials,  looking, 
especially,  at  certain  asset  ratios  that 


growth-stock  investors  often  ignore. 
The  story  on  page  246  tells  how  a 
balance  sheet  observer  would  have 
been  spared  the  recent  collapse  in  the 
stock  of  Digital  Microwave. 

Efficiency  works  in  investing — buy- 
ing funds  with  no  sales  loads  and  with 
low  expense  ratios,  minimizing  trans- 
action costs  by  avoiding  too  much 
buying  and  selling  and  avoiding  costly 
intermediaries,  like  tax-shelter  syndi- 
cators .  The  story  beginning  on  page  1 94 
examines  the  most  efficient  way  to 
invest  in  foreign  currencies. 

Can  computers  help  you  as  an  in- 
vestor? Definitely  yes.  But  if  you 
think  that  means  a  computer  can  be 
turned  into  a  black  box  for  beating  the 
market,  first  read  the  story  on  page 
228,  about  "chaos."  Here  you  will  see 
how  a  fad  in  science  can  be  combined 
with  the  blinking  lights  of  a  computer 
to  relieve  investors  of  their  cash. 

Then  read  the  story  on  page  224, 
about  a  rational  application  of  com- 
puters: improving  the  diversification 
in  a  portfolio.  That's  not  magic  or  a 
black  box.  It's  simple  common  sense 
applied  with  a  new  tool. 

This  guide  does  not  promise  to 
make  you  a  killing.  It  will,  we  hope, 
enable  you  to  survive  and  prosper  in  a 
period  that  is  as  full  of  opportvmities 
as  it  is  of  dangers.  ■ 
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Staying  alive 
in  Vegas 


By  William  G.  Flanagan 

AT  FIRST  BLUSH,  Las  Vegas  would 
seem    to    be    the    unlikeliest 
\  place  on  earth  to  hold  a  serious 
investment  conference. 

But  Vegas  draws  a  lot  of 
groups  that  have  business 
rather  than  slot  machines  on 
their  minds.  There  were 
around  10,000  folks  from 
McDonald's  in  town  the 
same  week  the  investors 
came,  for  example.  Why  Ve- 
gas? It  can  be  a  bargain  for 
conventioners  and  other  visi- 
tors (as  long  as  they  watch 
themselves  at  the  gaming  ta- 
bles, of  course).  Some  exam- 
ples: Rooms  at  the  Riviera 
were  only  $59  per  night;  a 
meal  and  a  show  ran  only 
$9.95.  And  everyone,  includ- 
ing serious  investors,  loves  a 
bargain. 

So  it  was  the  Riviera  Hotel 
in  Las  Vegas  that  played  host 
to  what  the  backers  claim 
was  the  largest  money  con- 
ference ever  held.  On  hand 
were  over  3,000  well-heeled, 
but  still  worried,  investors. 
Worried?  With  the  stock 
market  hitting  new  highs? 

Yep,  worried.  Jay  Scha- 
backer,  editor  of  Mutual  Fund 
Investing,  polled  the  audience 
to  see  how  many  were  now 
mainly  in  cash  and  equiva- 
lents, rather  than  stocks. 
Seventy  percent  shamefully 
raised  their  hands.  You  could 
hear  the  exhibitors'  stom- 
achs grumble  in  anticipation. 


These  were  serious  investors  who 
actually  came  to  hear  the  speakers 
and  peruse  the  financial  products  and 
services  on  display.  They  were  blind 
to  the  glittering  phalanxes  of  one- 
armed  bandits  and  deaf  to  the  siren's 
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Tlje  tnarquec  at  the  Riviera  Hotel 

Cheap  eata,  ahowa,  and  rooma  at  $59  per  night. 


consisted  largely  of 
small  business  people  and  profession- 
als looking  toward  retirement;  those 
who  have  already  cashed  out;  retired 
corporate  executives;  plus  a  handful 
of  eager  young  stockbrokers — looking 
for  customers,  stories  and  story 
stocks.  And  all  knew  a  bargain  when 
they  saw  it. 

Not  only  were  accommodations 
and  meals  very  reasonable,  the  confer- 
ence itself  was  on  the  cuff.  But  only 
subscribers  to  selected  investment 
newsletters  were  invited  to  attend, 
assuring  the  exhibitors — who  did 
pay — a  houseful  of  prospects. 

To  be  sure,  most  of  the  products 
and  services  being  offered  in  the  ex- 
hibit area  lacked  the  flamboyance  of 
those  offered  at  money  shows  years 
ago,  when  they  were  all  the  rage.  In 
fact,  part  of  the  fun  of  money  confer- 
ences in  years  past  was  the  financial 
freak  show.  You  wandered 
among  the  booths  listening 
to  barkers  hawking  tax  shel- 
ters in  railroad  cars,  cattle 
feeding,  foreign  television 
rights,  beefalo,  lithographs, 
racehorses  and,  of  course,  oil, 
gas  and  real  estate.  All  of- 
fered multiple  tax  writeoffs. 
Who  cared  if  they  made  mon- 
ey? Alas,  those  who  got 
sucked  in  usually  heard  from 
IRS  auditors  later. 

At  Las  Vegas,  there  were 
only  a  few  true  exotics  of- 
fered. Rhinestones  was  my 
favorite.  If  you  wanted  to  in- 
vest in  something  called  the 
Rhinestone  Gallery,  Inc.,  a 
company  that  makes  rhine- 
stone-studded  denim  jackets, 
bonds  could  be  had — $5,000 
each,  at  14%  interest,  expir- 
ing 1992.  Or  you  could  have 
bought  into  Yopop — frozen 
yogurt  on  a  stick.  Or  pizza — 
"exclusive  territories"  for 
the  distribution  of  Papa  Pri- 
mo's  Pizza  were  offered  for 
$95,000. 

There  were  at  least  ten 
dealers  in  rare  coins,  a  noto- 
riously tricky  arena  but  ever 
popular  with  investors  scck- 
mg  the  solace  of  gold  and  sil- 
ver. There  were  six  gold 
mines  represented,  too — in- 
cluding a  couple  traded  on 
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the  Vancouver  Stock  Exchange,  and 
one  that  mines  gold  in  the  Carolinas, 
of  all  places. 

There  was  a  handful  of  folks  selling 
collectibles — historical  documents 
and  autographs  were  especially  in 
vogue.  One  dealer  was  offering  a  re- 
cently unearthed  cache  of  108  letters, 
supposedly  written  by  Napoleon. 

There  were  a  few  brokerage  firms 
on  hand  (Bear,  Steams,  most  notably), 
a  few  mutual  fund  families  (Benham 
Capital  Management,  etc.)  and  the 
usual — and  some  unusual — money 
managers.  The  Feshbach  Brothers,  for 
example,  whose  specialty  is  short- 
selling,  had  a  booth.  They  handle  only 
individual  clients  whose  net  worth  is 
at  least  $1  million. 

My  award  for  Best  of  Show,  howev- 
er, in  the  brass  department,  went  to 
Double  Win  Capital  Network,  Inc.  of 
Newport  Beach,  Calif.  Billing  itself  as 
"a  guerrilla  investment  banker"  that 
also  manages  "information-age  port- 
folios," it  publishes  its  own  investors' 
journal  as  well.  If  you  were  looking  for 
story  stocks,  this  was  the  place  to  be. 

Director  John  O'Donnell  had  listen- 
ers spellbound  singing  the  praises  of 
cellular  telephone,  "the  fastest-grow- 
ing business  in  the  history  of  capital- 
ism." He  lustily  recommended  Cellu- 
lar, Inc.,  McCaw  Cellular  and  Contel 
Corp.  He  made  it  sound  as  if  you  were 
unpatriotic  if  you  weren't  heavily 
into  cellular.  Of  course,  the  big  play- 
ers he  mentioned  have  already  had 
great  runs,  but  despair  not: 
O'Donnell  also  happened  to  have 
some  private  cellular  companies  to 
recommend — firms  for  which  Double 
Win  is  doing  private  placements  at 
$5,000  per  unit  and  which  it  may  help 
bring  public.  These  included  Total 
Cellular  Network,  which  distributes 
cellular  telephones,  and  CruiseNet, 
Inc.,  which  provides  cellular  service 
for  cruise  ships  in  the  Caribbean. 

Other  Double  Win  favorites  includ- 
ed Perm  Pacific  Corp.,  which  has  de- 
veloped a  scheme  for  turning  garbage 
into  electricity. 

But  what  about  the  drawing  cards 
for  the  show,  the  newsletter  writers? 
For  the  most  part,  they  were  bullish 
on  the  market,  especially  long  term. 
This,  as  the  market  neared  new  highs. 
At  least  on^  Donald  H.  Rowe,  pub- 
lisher of  Wall  Street  Digest,  had  the  guts 
to  be  more  specific.  He  predicted  the 
Dow  would  hit  "3100,  perhaps  3200 
by  year-end,  5000  by  1995,  10,000  by 
the  year  2000.  It's  a  race  to  prosperi- 
ty," he  rejoiced.  But  unrestrained  op- 
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Going  straight  to  the  source. 


Frozen  yogurt  on  a  stick 

For  the  active  and.  passive  investor. 
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Investing  in  the  1990s 


T.  Boone  Pickens  (center)  welcomes  bis  flock 
AUfor  the  United  Shareholders  Association, 
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Rare-coin  dealers  were  very  much  in  evidence 
Tricky  for  investors,  but  ever  popular. 


timism  was  rare,  as  was  its  opposite: 
fear  of  economic  Armageddon.  Most 
speakers  were  only  mildly  rosy,  not- 
ing that  the  market  was  not  cheap 
right  now. 

Not  surprisingly,  the  writers'  stock 
picks  were  taken  straight  from  the 
pages  of  their  own  market  letters. 
Charles  Allmon,  editor  of  Growth 
Stock  Outlook  and  one  of  the  most  pop- 
ular speakers,  singled  out  companies 
like  American  International  Group, 
Carter-Wallace,  Long's  Drug  Stores, 


Clorox,  Hershey,  New  Plan  Realty 
Trust,  and  foreign  firms  such  as  Glaxo 
Holdings,  Nestle  and  Deutsche  Bank. 
All  have  long  been  in  his  portfolio. 

But  he  did  suggest  some  stocks 
worth  dumping.  He  was  down  on 
Philip  Morris  ("the  big  turkey  of  the 
Nineties"),  on  ibm  ("It's  had  its  day; 
now  it's  an  income  stock"),  pooh- 
poohed  cellular  ("It's  pumped  up  like 
a  balloon").  And  he  was  sour  on  real 
estate  ("Holders  may  be  waiting  five 
years  if  they  don't  lower  prices"). 


The  most  popular  speaker  was  good 
old  Boone  Pickens,  the  self-appointed 
stockholders'  advocate  and  champion 
of  the  geriatric  money  set.  He  paid  a 
visit  to  plump  for  his  United  Share- 
holders Association,  into  which  ev- 
eryone who  attended  the  money  show 
had  been  automatically  enrolled. 

He  also  passed  on  that  all  his  in- 
come from  speeches  and  books  now 
goes  to  the  64,000-member  United 
Shareholders  Association,  including 
the  $1.5  million  advance  he  received 
for  his  book  Boone.  That  brought  back 
a  bittersweet  memory — I  was  invited 
to  write  that  book  with  Boone  some 
years  ago.  A  nice  slice  of  that  advance 
could  have  been  mine.  But  after 
spending  a  few  days  together,  we 
quickly  discovered  we  weren't  on  the 
same  wavelength.  After  going 
through  several  other  writers,  Boone 
wound  up  finishing  the  book  himself. 

Of  course,  the  name  of  the  game  for 
market  letter  writers  isn't  books  but 
subscriptions.  At  a  typical  cost  of 
$150  a  year,  a  newsletter  with  3,000 
subscribers  grosses  $450,000,  and 
much  of  that  can  be  profit.  The  chal- 
lenge is  getting,  keeping  and  adding 
subscribers.  So  the  market  letter  writ- 
ers were  delighted  to  waive  speaking 
fees,  in  return  for  a  free  booth  to  woo 
and  extend  subscribers. 

So  if  no  one  paid  to  get  in,  how  did 
Charles  Githler,  the  34-year-old  pro- 
moter and  chairman  of  Investment 
Seminars,  Inc.,  make  any  money? 
Mainly  by  selling  exhibition  space 
and  by  producing  a  magazine  for  the 
show.  There  were  1 10  exhibitors,  who 
paid  an  average  of  $2,300  for  booths 
from  which  to  pitch  their  wares  to  a 
very  cash-rich  audience.  And  that  au- 
dience was  practically  pulled  by  their 
noses  into  the  exhibit  area  through- 
out the  three-day  show.  That  was 
where  the  welcoming  cocktail  party 
was  held,  where  prizes  were  earned, 
even  where  coffee  was  served. 

If  this  year's  show  had  a  meaning 
for  investors  it  was  this:  There  was 
remarkably  little  excitement.  The 
crowd  was  remarkably  sober  and  con- 
servative, considering  that  the  Dow 
industrials  were  hitting  new  highs, 
and  that  most  were  fat  and  happy  after 
a  decade  of  mostly  bull  markets. 

The  prevailing  mood  was  worry, 
though  not  of  the  gloom-and-doom 
variety  of  a  decade  past.  All  very  com- 
forting for  contrarians  who  like  stock 
markets  that  climb  a  wall  of  worry 
and  shun  those  accompanied  by  wild 
enthusiasm.  ■ 
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"Inve^ment  Focus 

Should  Be  On  \^ue 

Not  On  IkENDS." 


JohnM.Templeton 
Founder,  The  Templeton 
Mutual  Funds 


More  and  more,  investors  are  looking  for  and  actually 
demanding  a  basic,  understandable  approach  to  investing  for 
their  long-term  goals... traditional  goals  like  retirement  or  a 
college  fund  for  the  kids. 

The  Templeton  Organization  has  focused  on  the 
fundamentals  fpr  more  than  four  decades.  We  don't  offer  any 
"bells  and  whistles"  and  we  don't  follow  the  crowd . . . 

At  Templeton  we  offer  the  long-term  investor: 
consistent  performance . . . 
an  experienced  management  team . . . 
and  an  eye  for  real  value  in  the  global  marketplace. 

If  you're  interested  in  getting  back  to  the  basics  of  long-term  in- 
vesting, look  to  Templeton  and  our  "common  sense"  approach. 


A  COMMON  SENSE  APPROACH 
TO  LONG  TERM  GOALS 

CALL  24  HOURS 

1-800-325-9950  Ext.  135 

Call  or  write  for  a  prospectus  containing  more  complete  information,  including  all  charges  and  expenses.  Read  it  carefully  before  you  invest.  Send  no  money 

Templeton  Funds  Distributor,  Inc.,  RQ  Box  33030,  St.  Petersburg,  FL  33733 


Equities 


Computer  and  semiconductor  stocks  have 
been  the  hottest  issues  on  the  market  this 
year.  Have  they  had  their  run?  Or  is  there 
still  life  in  the  group? 

The  case 
for  technology 


Jodi  Buren 


Money  manager  Timothy  Dalton 

Would  you  believe  it7  Some  technology  companies  are  cash  cowa. 


By  Sazanne  Loeffelbolx 

AFTER  YEARS  OF  dormancy,  the 
technology  sector  is  snapping 
b  to  attention.  Standard  &. 
Poor's  computer  and  semiconductor 
indexes  are  up  23%  and  36%,  respec- 
tively, this  year,  while  the  market 
overall  has  gained  only  2% .  The  mil- 
lion-dollar question  is  whether  this 
rally  in  technology  stocks  is  the  be- 
girming  of  a  bull  market  for  technol- 
ogy or  merely  a  rally  within  a  bear 
market  for  the  group. 

Timothy  Dalton,  the  51 -year-old 
president  of  New  York  City  money 
manager  Dalton,  Greiner,  Hartman, 
Maher  &.  Co.,  is  one  believer  in  the 
sector.  Here's  his  case:  The  price/ 
earnings  ratios  of  technology  stocks 
are  at  their  lowest  points  in  20  years 
relative  to  the  p/e  ratios  of  the  s&ip 
500  (see  chart,  opposite). 

One  reason  tech  got  so  cheap,  on  a 
relative  p/e  basis,  is  that  the  rest  of 
the  market  got  expensive.  It  was 
pushed  up  on  a  wave  of  takeovers, 
mostly  of  decidedly  unscientific  com- 
panies like  retailers  and  consumer 
goods  makers.  But  takeover  fever  did 
not  hit  the  high  techs.  Despite  the 
feeling  among  some  managers  that 
breakup  values  are  still  a  driving 
force,  Dalton  is  betting  that  investors 
will  now  turn  to  growth  stocks.  If 
they  do,  the  technology  group  will 
likely  flourish. 

Dalton  brings  credibility  to  his  ar- 
gument. First  of  all,  he's  not  just  pro- 
moting his  own  specialty.  He  is  a  gen- 
eralist,  not  a  technology  investor.  Sec- 
ond, as  the  boss  of  an  equity 
management  group  at  Dillon,  Read  &. 
Co.  until  recently,  he  turned  in  a  very 
respectable  performance  record,  pro- 
ducing a  17.5%  annualized  return 
from  January  1983  through  March 
1990  and  edging  out  the  s&p  500  by 
0.2%.  With  Dillon,  Read's  blessing, 
Dalton  quit  to  cofound  his  own  firm 
in  April.  It  hit  the  ground  running, 
with  $2.5  billion  of  institutional 
money  under  its  wings  already. 

Dalton  began  sifting  through  the 
debris  of  the  decimated  technology 
sector  early  last  year.  He  was  attract- 
ed by  its  low  price-to-book  ratios  and 
high  returns  on  equity.  Here  was  a 
group  that  had  once  sold  at  a  premium 
to  market  multiples  and  now  sold  at  a 
discount.  "They  were  cheap.  Ulti- 
mately the  kind  of  announcement 
Wall  Street  likes  comes  out,  and 
bammo,  the  stock  goes  up,"  says  Dal- 
ton. That's  what  is  happening  now. 
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Dalton's  accounts  have  positions  in 
giants  like  ibm  and  Digital  Equipment 
Corp.,  but  also  significant  holdings  in 
much  smaller  firms.  Mentor  Graphics 
is  one  of  them.  This  stock  had 
dropped  on  fears  that  Hewlett-Pack- 
ard, after  acquiring  Apollo,  wouldn't 
continue  Apollo's  development  of  the 
workstation  that  was  the  base  for 
Mentor  Graphics'  integrated  hard- 
ware and  software  products.  Since 
then  Hewlett-Packard  has  demon- 
strated a  commitment  to  the  worksta- 
tion. Meanwhile,  Mentor  Graphics 
has  wisely  announced  that  it  will  also 
offer  its  products  on  the  hot  worksta- 
tions sold  by  Sun  Microsystems. 

Wall  Street  has  suffered  some  un- 
pleasant surprises  in  technology 
stocks  over  the  years,  often  portended 
by  balance  sheet  trouble  (see  story',  p. 
246).  Once  burned,  twice  shy.  Now 
investors  sometimes  overreact  to  bal- 
ance sheet  weakness  at  a  technology 
firm.  Defaults  by  two  big  customers 
and  an  overstocked  inventory  in  the 
hard  disk  drive  industry  had  beaten 
the  shares  of  Applied  Magnetics  down 
to  a  low  of  8V4  last  year,  when  Dalton 
started  picking  up  the  company's 
stock.  Since  the  beginning  of  1990  the 
shares  have  gained  75%.  He's  still 
buying.  The  shares  trade  at  1.4  times 
book  value,  on  the  low  side  for  a  com- 
puter manufacturer. 

Businessland,  the  computer  retail- 
er, is  another  Dalton  position.  The 
company  reported  a  $1.7  million  loss 
in  the  first  quarter,  so  the  stock  isn't 
trading  much  above  its  low  of  the 
year.  However,  Dalton  believes  that 
in  the  future  customers  will  be  will- 
ing to  pay  a  premium  for  the  expertise 
of  Businessland's  sales  clerks. 

Dalton  has  uncovered  three  high- 
tech  companies  that  are  long  on  cash. 
The  recent  sale  of  divisions  by  Perkin- 
Elmer,  an  analytical  instruments 
manufacturer  and  highflier  of  the 
1970s,  has  turned  it  into  a  conserva- 
tive stock.  Dalton  contends  that  in  its 
new  state  the  company  should  be  able 
to  generate  free  cash  flow  (earnings 
plus  depreciation  less  capital  spend- 
ing) of  $2.50  a  share.  Recent  price:  24. 

Xylogics,  a  maker  of  controllers  for 
disk  drives,  is  another  cash  story.  The 
company,  which  is  sitting  on  $8  mil- 
lion, or  about'$3  per  share  in  cash,  is 
selling  below  book  value  and  has  been 
repurchasing  its  own  shares. 

Semiconductor  manufacturer  Stan- 
dard Microsystems  is  yet  another. 
The  virtually  debt-free  company  has  a 
steady  patent  royalty  income  that  was 


$11  million  last  year  and  may  rise  if 
the  firm  wins  a  lawsuit  against  Texas 
Instruments.  Standard  Microsystems 
is  also  sitting  on  $39  million,  or  $3.40 
a  share,  in  cash.  Yet  the  stock  is  sell- 
ing right  at  its  $8.50  book  value.  Hav- 
ing just  turned  profitable  in  1989,  the 
company  is  using  its  excess  cash  to 
develop  more  sophisticated  chips. 

Two  of  Dalton's  technology  hold- 
ings are  defense  industry  suppliers 
whose  shares  have  suffered  in  antici- 
pation of  defense  spending  cuts.  Anal- 
ysis &.  Technology  is  a  leader  in  sub- 
marine sound  technology.  Its  shares 
are  selling  at  a  discount  to  book  value. 
Another  defense  industry  supplier, 
Electromagnetic  Sciences,  makes  mi- 
crowave components  for  satellites 
and  radars.  In  spite  of  a  five-year  aver- 
age return  on  equity  of  18%,  the  stock 


is  selling  at  a  14%  discount  to  its 
book  value. 

In  all  these  cases  the  market  has 
some  good  reason  for  being  skeptical. 
But  Dalton  says  it's  a  trifle  too  skepti- 
cal. There  comes  a  point  at  which 
even  a  defense  stock  is  too  cheap, 
never  mind  Gorbachev. 

A  bet  on  technology  has  traditional- 
ly been  a  bullish  bet  on  the  market  as 
a  whole.  That's  because  technology 
has  usually  been  a  sector  that  suffers 
the  worst  in  a  bear  market  (such  as 
from  mid-1983  to  mid-1984).  But, 
when  a  sector  gets  cheap  enough,  it 
can  be  a  defensive  play.  Dalton  could 
well  be  vindicated  this  time  without  a 
bull  market — if  technology  goes  down 
but  stocks  like  Disney  and  Coca-Cola 
go  down  more.  This  is  what  he  thinks 
will  happen.  ■ 


Technology  is  not  what  it  used  to  be 


Though  technology  has  had  some  hot  months  lately,  the  group  still 
trades  cheaper  in  relation  to  the  overall  market  than  it  has  in  20  years. 
The  chart  compares  the  price/earnings  ratio  of  technology  stocks  with 
the  price/earnings  ratio  of  the  S&P  500.  If  the  late-1980s  takeover  era  is 
drawing  to  an  end,  perhaps  the  day  of  growth  stocks  is  again  at  hand. 


Technology's  relative  price/earnings  ratio 
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1  hroughout  the  boom  and  bust 

cycles  of  the  real  estate  market, 

Freddie  Mac's  soUd  and  profitable 

securities  have  helped  solve 

the  housing  dilemma  for  millions 

of  American  families. 


Ihe  most  stable  player  in  the  secondary  mortgage 
market,  Freddie  Mac  has  helped  nearly  eight  million 
Americans  to  finance  their  dreams.  And  by 
guaranteeing  the  securities  backed  by  these  mortgages, 
Freddie  helped  to  create  the  extremely  liquid  market  for 
mortgage-related  securities  that  exists  today. 
In  addition  to  unmatched 
stability,  Freddie  is  known  for  product 
innovations.  One  of  the  pioneers  in  the 
mortgage-related  securities  industry, 
Freddie  virtually  created  the  market  in 
1971  by  introducing  the  first  mortgage- 
related  security,  the  Participation 
Certificate  (PC).  Since  then,  Freddie 
has  continually  responded  to  investor 
needs  with  products  such  as  the 
Collateralized  Mortgage  Obligation 
(CMO)  and  the  Weighted  Average  Coupon 
Adjustable-  Rate  PC  (WAC  ARM  PC).  And  Freddie's 
creative  use  of  resecuritization  programs  like  GlANTs 
and  Real  Estate  Mortgage  Investment  Conduits 
(REMICs)  helped  to  make  the  REMIC  last  year's  most 
popular  mortgage-related  security. 

With  a  solid  financial  base,  strong  management, 
and  an  unduplicated  record  of  eighty  straight  quarters 
in  the  black,  Freddie  Mac  is  by  far  the  steadiest  company 
in  the  secondary  mortgage  market.  For  investors  who 
value  a  safe  but  forward-looking  investment,  there's 
no  better  prospect. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 
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Freddie  Mac 
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oft  predicted  recently,  the  rebound  in 
small  stocks  hasnt  materialized  yet.  Don't 
hold  your  breath,  say  these  two  experts. 


Identity  crisis 


By  Richard  Phakm 


Fl  OR  SEVEN  LONG  YEARS  nOW, 
small  growth  companies  have 
lagged  the  market.  Aiid  for  seven 
lean  years,  small-cap  managers  have 
been  in  a  bind.  If  they  stuck  to  their 
guns,  they  didn't  do  very  well.  If  they 
drifted  into  large  companies  or  foreign 
stocks,  they  could  be  perceived  as  go- 
ing too  far  afield  from  their  expertise. 
That  would  be  justification  enough 
for  an  investor  to  pull  his  money  out. 
We  visited  with  a  few  of  the  small- 
company  heroes  of  the  past  to  see  how 
they  view  their  depressed  comer  of 


the  market.  We  asked  two  questions: 
1)  Is  it  not  high  time  for  a  sharp  re- 
bound for  small  companies?  And  2) 
What  should  an  investor  interested  in 
this  specialty  do? 

The  answers,  to  simplify  a  bit, 
were:  1)  Not  necessarily,  and  2)  Pick 
carefully  or  stay  away  altogether. 

First,  a  look  at  the  problem.  Pro- 
pelled by  the  shares  of  giants  like 
Coca-Cola  and  Philip  Morris,  the  cap- 
italization-weighted s&p  500  turned 
in  an  18%  compound  annual  return 
over  the  five  years  ended  in  March. 
This  compared  with  a  12.4%  com- 
pound annual  return  of  the  Wilshire 
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4500  index  of  companies  that  aren't  in 
the  S&.P  500.  Even  against  this  mea- 
sure, however,  some  prominent  man- 
agers look  very  bad.  The  T.  Rowe 
Price  New  Horizons  Fimd — with  $1 
billion  in  assets  the  most  visible  of 
the  funds  that  look  for  small  growth 
stocks — averaged  a  pathetic  8.4%  an- 
nual return  over  the  five  years. 

What  do  these  guys  have  to  say  for 
themselves?  "It's  not  as  if  we  were 
losing  money,"  snaps  Acom  Fund's 
Ralph  Wanger.  "It's  just  that  much 
more  money  is  going  into  the  pursuit 
of  big-name  stocks."  Wanger  doesn't 
have  much  to  apologize  for:  His  Acom 
Fvmd,  for  example,  managed  to  look 
very  good  for  this  genre  of  investing, 
with  an  annual  return  of  16.8%,  but  it 
was  still  beaten  by  the  s&p  500. 

Acom  dealt  with  the  laggardness  in 
its  chosen  field  by  shifting  into  for- 
eign stocks,  which  now  account  for 
23%  of  assets.  Included  in  the  lot  are 
$27  million  worth  of  British  stocks, 
such  as  Blue  Arrow,  a  big  temporary 
help  agency,  and  Sutcliffe  Speakman, 
which  makes  activated  carbon. 
Wanger  has  also  put  some  $33  million 
(almost  4%  of  assets)  into  Scandina- 
via. One  of  his  biggest  holdings  is 
Esselte  Business  Systems,  the  U.S. 
arm  of  a  Swedish  office  supplier. 

Taking  cues  from  a  manager  like 
Wanger  presents  a  dilemma  for  the 
investor  who  wants  to  buy  small- 
company  stocks  on  his  own.  You  ei- 

Lisa  Bern 


Acom  Fund's  Ralph  Wanger 

Sometim/e»  you  have  to  look  in  Sweden. 


Growth  Stock  Outlook's  CJxirlcs  Allmon 
It  coata  money  to  wait. 
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Small  cap  sampler 

Few  low  multiples  come  without  wrinkles.  In  Allen 
Organ  you  get  a  solid  balance  sheet  but  only  modest 

growth, 
growth 

In  Wolohan  Lumber  you  get  continuing 
but  a  narrowing  profit  margin. 

sales 

Recent 

Company/business                                                                        price 

-lit""*    ***   -«-*''                                                                   IU«-l^j»* 

Sales 

(Smil) 

EPS 

Price/                value 
P/E                  book                ($mil] 

Advanta/financial  svcs                                                                  ll'/s 

$1.29 

9.4                   1.84                   $118 

$222 

Allen  Organ  CI  B/electronic  organs                                             35 

3.22 

10.9                   1.16                       52 

24 

Harleysville  Grp/insurance                                                          23% 

3.15 

7.5                   0.50                     177 

257 

Harman  Intl/consumer  electronics                                               13y4 

1.78 

7.7                   1.41                      120 

524 

Lindsay  Mfg/irrigation  systems                                                    22% 

2.39 

9.5                   4.75                       70 

93 

Town  &  Country /jewelry                                                            61/2 

0.56 

11.6                   0.92                       77 

240 

Wilcox  &  Gibbs/distrib  electrical  prods                                       lOVs 

1.07 

9.5                   1.27                     136 

548 

Wolohan  Lumber/building  materials                                            18 

1.73 

10.4                  1.89                    117 

272 

ther  have  to  read  Swedish  or  be  will- 
ing to  pay  above-market  multiples. 
Acorn's  portfolio  is  going  for  an  average 
26  times  trailing  earnings,  against  a 
marketp/Eof  only  17.  Among  Wanger's 
U.S.  picks  are  Cellular  Communica- 
tions, at  48  times  earnings,  and 
Thermo  Electron,  at  24  times  earnings. 

Charles  Allmon,  another  eminent 
specialist  in  small  growth  stocks,  has 
disappointed  his  investors  in  recent 
.  years.  His  managed  accounts  averaged 
a  13%  annual  return  in  the  seven 
years  ended  last  December.  Allmon 's 
closed-end  Growth  Stock  Outlook 
Trust  has  been  a  thorough  disappoint- 
ment to  investors  who  bought  the 
fund  when  it  came  out  in  1986  at  $10 
a  share.  The  Dow  was  then  at  1782. 
Gso's  recent  price,  with  the  Dow 
arovmd  2900:  9%. 

Allmon's  laggard  returns  can  be  ex- 
plained by  his  huge  cash  position — 
80%  of  the  $124  million  fund's  assets. 
Some  investors  have  dumped  their 
shares,  put  off,  perhaps,  by  the  pros- 
pect of  paying  a  rather  steep  expense 
ratio  ( 1 .4%  of  assets  annually)  to  hold 
what  looks  an  awful  lot  like  a  money 
market  fimd.  But  Allmon  is  merely 
sticking  to  his  convictions.  He  sees 
the  market  a'S  grossly  overpriced.  And 
it  is,  compared  with  the  mid-1970s, 
when  Allmon  was  putting  his  cus- 
tomers into  great  growth  companies 
like  Limited  and  Food  Lion  at  six  to 
nine  times  earnings. 

Put  off  by  the  poor  prospects,  weak 
balance  sheets  or  high  p/es  of  small 
growth  stocks  in  the  U.S.,  Allmon  has 
wandered  abroad.  So  far  this  year  his 
Gso  Trust  has  taken  modest  positions 
in  such  big  German  names  as  Bayer, 
Deutsche  Bank  and  Siemens. 

So,  how  does  one  play  the  small-cap 


market?  First,  keep  enough  cash  on 
the  sidelines  to  inject  some  if  the  mar- 
ket gets  a  lot  cheaper  than  it  is  now. 
It's  not  very  likely  that  you  will  again 
see  superb  growth  companies  going 
for  six  times  earnings,  as  Chuck  All- 
mon did  in  his  heyday  a  little  over  15 
years  ago.  But  it  is  quite  possible  that 
the  market  could  fall  from  its  recent 


multiple  of  17  to,  say,  13. 

Second,  don't  buy  secondary  stocks 
at  random,  on  the  assumption  that 
they  have  to  rebound  as  a  group.  They 
might  not,  for  a  long  time.  Be  particu- 
lar. A  sampling  of  the  lower-p/E 
stocks  from  three  growth  funds — 
Acorn,  gso,  Nicholas  11 — is  shown 
above.  ■ 


Some  money  men  go  by  the  quality  of  a 
company's  numbers,  som^e  by  the  quality  of 
the  managers  who  run  it.  Harvey  Risen  uses 
a  curious  variation  on  the  latter  method. 

Bet  on 
the  rich  jockey 


By  Suzanne  Loeffelhtriz 

^^^  UANTiTATivE  stock  picking 
&^  hangs  on  numbers,  like  eam- 
^^^  ings  or  book  value.  The  quali- 
tative line  says  hunches  about  a  com- 
pany's prospects  or  the  competence  of 
management  are  more  important. 

Harvey  Eisen,  a  very  successful 
money  manager,  is  a  qualitative  guy, 
who  pays  particular  attention  to  a 
company's  chief  executive.  Eisen 
practices  his  philosophy  in  supervis- 


ing $800  million  in  equity  accounts 
for  SunAmerica  Asset  Management. 
"You're  not  betting  on  the  horse, 
you're  betting  on  the  jockey,"  ex- 
plains Eisen,  repeating  an  old  Wall 
Street  saw.  But  his  angle  is  a  strange 
one.  He's  not  trying  to  find  the  most 
esteemed  managers.  He's  trying  to 
find  the  richest  ones. 

Eisen  likes  a  company  whose  boss 
owns  a  large  stake  in  it.  "I  want  man- 
agement that  wakes  up  in  the  morn- 
ing and  focuses  on  what  is  important 
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Rich  owners  make  successful  investors 

SunAmerica  portfolio  manager  Harvey  Eisen  loves 
companies  that  are  part  owned  by  rich  executives.  Here 
are  a  half-dozen  of  his  favorites,  all  companies  whose 

managers  (or  controlling  insiders)  have  large  stakes. 
Better  that  the  president  enrich  himself  by  making  the 
stock  go  up  than  by  doubling  his  pension. 

Company/business 

Insider 

% 
ownership 

Valtie  of 
stake  ($mil) 

Recent             Latest  12 

price                   EPS 

.-mos 

book  value 

Egghead/retail  computer  software 

Stuart  Sloan 

3.6% 

$10 

161/4                 $-1.47 

$6.52 

General  Cinema/movie  theaters 

Richard  Smith 

24.3 

390 

23'/8                     1.10 

22.28 

Giant  Group/cement 

Burt  Sugarman 

19.2 

12 

17                        1.65 

11.82 

Itel/container  leasing 

Samuel  Zell 

17.4 

173 

20'/2                .    0.47 

15.30 

Loews/insurance 

Laurence  Tisch 

12.9 

1067 

UVA                  13.00 

53.20 

Petrie  Stores/specialty  stores 

Milton  Petrie 

60.7 

731 

25%                    0.70 

13.28 

to  me:  the  stock  price,  not  the  color  of 
their  office  walls  or  what  they  can  slip 
through  their  expense  accounts,"  he 
says.  What  else?  "The  managers  have 
to  be  very  rich  and  self-made.  That  is 
what  proves  they  are  smart." 

Three  companies  run  by  Laurence 
Tisch  fall  into  this  category:  cna  Fi- 
nancial, CBS  and  Loews.  Tisch  is  a 
billionaire,  and  much  of  his  wealth  is 
tied  up  in  these  public  companies. 

Samuel  Zell  is  another  rich  jockey 
that  Eisen  is  betting  on.  Zell  controls 
Itel,  and  Eisen  has  a  piece  of  that 
container  leasing  outfit.  Itel  in  tum 
owns  17%  of  Santa  Fe  Southern  Pacif- 
ic, another  Eisen  holding.  Eisen  has 
also  followed  Zell  into  the  troubled 
shipping  company  American  Presi- 
dent, of  which  Itel  owns  19%. 

Two  more  of  Eisen 's  rich  heroes  are 
Sanford  Weill,  chairman  of  Primerica, 
and  Richard  Smith,  who  controls 
General  Cinema.  Eisen  has  big  posi- 
tions in  each  of  their  companies. 

You  might  wonder  if  this  strange 
handicapping  will  do  Eisen 's  clients — 
mostly  individuals  and  $350  million 
worth  of  equity  mutual  funds — any 
good.  But  look  at  what  he  accom- 
plished with  his  last  offbeat  qualita- 
tive game.  For  much  of  the  1980s  he 
bought  stocks  of  ineptly  managed 
companies.  While  running  the  asset 
management  division  of  Integrated 
Resources,  Eisen  placed  third  in 
stock-picking  ability  among  230  mon- 
ey managers  tracked  by  cda  Invest- 
ment Technologies  over  the  five  years 
through  Mar.  31. 

Buy  ineptly  managed  companies? 
Yes,  because  these  are  turnaround 
candidates.  Specifically,  Eisen  was 
looking  for  "fat,  sloppy  and  embar- 
rassingly bad"  businesses.  Kroger,  Ir- 
ving Trust,  Safeway  Stoics,  tw  Ser- 
vices, Quotron,  Jaguar  and  Zayre  are 
just   some    of    the    companies    that 


earned  the  dubious  distinction  of  Ei- 
sen's  ownership.  Do  the  names  sound 
familiar?  Of  course,  the  list  reads  like 
a  roll  call  of  lbos  and  acquisitions 
where  the  shareholders  were  ulti- 
mately taken  out  at  prices  that  gave 
them  substantial  profits.  As  sure  as 
summer  follows  spring,  a  takeover 
artist  was  on  the  heels  of  Eisen,  who 
cashed  in  his  shares  at  big  premiums 
to  Coniston  Partners,  kkr  and  Citi- 
bank, among  others. 

"But  that  bizarre  game  is  finished," 
says  Eisen.  And  so  his  style  for  the 
1990s  is  a  newer  one:  Buy  companies 
that  are  controlled  by  empire  build- 
ers, whose  baskets  of  assets  and  in- 
vestments are  often  undervalued  in 
the  stock  prices  of  their  operating  or 
holding  companies.  "By  buying  their 
stocks,  you  can  make  the  same  in- 
vestments that  these  guys  are  mak- 
ing, and  often  at  the  same  price,"  says 
Eisen.  Here's  one:  Petrie  Stores,  con- 
trolled by  multimillionaire  Milton 
Petrie,  owns  14%  of  the  retailer  Toys 
"R"  Us.  Petrie  Stores'  earnings  have 
been  disappointing,  and  the  stock  is 
weak.  Indeed,  the  value  of  the  Toys 
"R"  Us  shares  that  Petrie  owns  is 
alone  worth  more  than  the  capitaliza- 
tion of  Petrie  Stores. 

For  someone  who  sets  such  store  by 
judging  management,  Eisen,  47,  has 
had  some  strange  bedfellows  in  his  20 
years  as  money  manager.  At  the  age  of 
27  and  after  only  five  years  as  an  ana- 
lyst, Eisen  found  himself  comanaging 
the  $1  billion  Enterprise  Fund  in  Los 
Angeles.  His  boss,  in  the  year  before  he 
became  Enterprise  Fund  manager,  was 
none  other  than  gunslingcr  Fred  Carr. 
When  company  management  took  ex- 
ception to  Eisen 's  bearish  outlook  in 
1973,  Eisen  quit  and  opened  his  own 
money  management  shop.  "That  was 
an  ambitious  undertaking,"  he  con- 
cedes, "because  I  had  no  money." 


The  sequel:  The  Enterprise  Fund 
was  decimated  in  the  stock  market 
collapse  of  1973-74.  Carr  went  on  to  a 
new  career  as  an  insurance  executive 
with  a  now  notorious  affection  for 
junk  bonds.  Eisen's  little  money  man- 
agement firm  grew  to  $30  million  in 
accounts,  and  he  sold  it  in  1982  for  $3 
million,  signing  a  contract  to  come 
along  with  the  assets. 

Strange  bedfellow  No.  2.  The  buyer 
of  Eisen  Capital  Management  was  In- 
tegrated Resources,  run  by  Selig 
Zises.  Zises'  management  style 
makes  Carr's  look  conservative — and 
Integrated's  shareholders,  but  not 
Zises  (Forbes,  July  10,  1989],  paid  a 
heavy  price.  After  Integrated  filed  for 
bankruptcy  this  year,  Eisen's  asset 
management  group  was  sold  to  Broad 
Inc.,  which  merged  it  into  its  Sun- 
America  life  insurance  group.  Eisen  is 
free  to  go  out  on  his  own  again  after 
his  contract  expires  in  1993. 

Eisen  has  been  a  buyer  of  Loews 
since  1970,  when  he  visited  Tisch  and 
noticed  him  compulsively  glancing  at 
a  Quotron  stock  quote  machine  while 
they  spoke.  He's  been  buying  Reebok 
ever  since  he  found  out  that  chief 
executive  Paul  Fireman  and  his  wife 
owned  15%  of  it.  A  more  recent  own- 
er-manager in  Eisen's  portfolio  is  Stu- 
art Sloan,  the  chief  executive  of  sickly 
computer  software  retailer  Egghead 
Inc.  Eisen  believes  that  Sloan,  whose 
$1  annual  salary  is  accompanied  by 
thousands  of  Egghead  stock  options, 
is  about  to  pull  Egghead  out  of  the  red. 
Sloan  made  it  big  himself  when  he 
sold  the  auto  parts  retailer  he  founded 
in  the  Pacific  Northwest  to  Pay  'n 
Save.  "These  guys  are  self-made  win- 
ners who  know  how  to  create 
wealth,"  Eisen  says.  As  soon  as  Eisen 
gets  a  chance  to  own  his  own  money 
management  firm  again,  he  may  put 
himself  in  that  category.  ■ 
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THE  TRAVELERS  HAS  BEEN  RANKED  AS  ONE 

OF  AMERICAS  TOP  INVESTMENT  MANAGERS 

FOR  FIVE  YEARS  RUNNING.* 

The  bottom  line  is  your  financial  peace  of  mind." 


!sawf«MieaitaM.vi>fv^  ^ar;if^<iBf!a»assfe' 


,  Theliaveiers 

You're  better  off  under  the  Umbrella: 


Over  5,000  clients  entrust  us  with  their  assets  and  they  all  make  the  same  demand- 
performance.  Performance  that  is  strong  and  consistent.  Performance  that  is  backed  b\' 
$50  billion  in  assets.  125  years  of  experience.  And  a  commitment  to  customer  ser\'ice 
that  gives  our  clients  what  they  value  most— financial  peace  of  mind . 

^BjksedcirfSE!  ranking  ot\)urDi\crsineci  Portfolio  Management  program  (balanced  timd  uni\ersLi. 
The  Travelers  Companies,  Hartford,  Connecticut  06183 
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International  Investing 


Want  to  ski  in  Switzerland  next  year?  Send 
a  child  to  Oxford?  Buy  a  house  in  the  South 
of  France?  You  may  need  to  insure  your- 
self against  a  drop  in  the  dollars  value.    ' 

Purchasing  power 
insurance 


By  Patrice  DQg^ui 


Y'  ou  don't  have  to  be  unpatri- 
otic to  sell  the  dollar  short.  You 
might  simply  want  to  send  a 
child  to  study  abroad  for  a  year.  Or 
take  the  family  skiing  in  Zermatt  or 
mountain  climbing  on  Mount  Fuji.  Or 
perhaps  you're  a  homebody  who 
merely  wants  to  diversify  a  portfolio 
internationally,  which  inevitably 
means  taking  some  positions  that 
profit  from  a  falling  dollar.  Indeed, 
Malcolm  Klinger,  chief  investment 
officer  for  Swiss  Bank's  private  bank- 
ing department  in  New  York  City, 
recommends  that  American  clients 
who  are  looking  for  a  broadly  diversi- 
fied growth  portfolio  have  as  much  as 
40%  of  their  investments  in  nondol- 
lar assets. 

Success  in  any  of  these  cases  in 
essence  means  insuring  the  interna- 
tional purchasing  power  of  your  dol- 
lars. And  that,  in  turn,  requires  taking 
a  long  position  in  one  or  more  foreign 
currencies  and  betting  against  the  dol- 
lar— just  as  betting  for  one  horse  to 
win  necessarily  means  betting  that 
other  horses  will  lose. 

What's  the  best  way  to  bet  against 
the  dollar?  If  you  want  to  bet  at  the 
same  time  on  stocks  in  overseas  mar- 
kets, you  can  buy  a  foreign  fund.  Buy 
shares  in  the  France  Fund,  for  exam- 
ple, and  you  stand  to  benefit  if  the 
fund's  stocks  do  well  on  the  Paris 
Bourse  or  the  dollar  falls  against  the 
franc — or,  ideally,  both. 

Some  investors  prefer  not  to  expose 
themselves  to  volatility  in  other 
countries'  stock  markets  and  look  in- 
stead for  pure  currency  plays.  There 
are  four  ways  to  play  this  game,  each 
with  its  advantages  and  disadvantages 
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in  costs,  tax  effects  and  risks.  The  four 
are  foreign  currency  mutual  funds,  fu- 
tures contracts,  options  and  foreign 
currency  bank  accounts. 

Foreign  currency  mutual  funds.  For 
investors  with  a  modest  portfolio,  the 
mutual  fund  is  the  way  to  go.  Foreign 
currency  mutual  fimds,  with  invest- 
ment minimums  as  low  as  $2,500, 
invest  your  money  in  government 
notes,  commercial  paper  and  other 
short-term  fixed-income 
instruments,  just  as  a  U.S. 
money  market  fund  does. 
Fundholders'  dollars  are 
converted  into  other  cur- 
rencies when  they  buy  in, 
and  then  converted  back 
into  dollars  when  they 
cash  out.  Thus,  the  fimd's 
total  return  is  made  up  of 
two  components,  the  in- 
terest yield  and  the  depre- 
ciation or  appreciation  of 
the  currencies  relative  to 
the  dollar. 

Swings  in  your  princi- 
pal in  these  funds  can  be 
dramatic.  If  the  dollar 
goes  up  10%  against  the 
currency  you're  investing 
in,  you  will  have  a  capital 
loss  of  about  9%  when 
you  cash  out.  That  might 
wipe  out  your  interest  in- 
come in  the  meantime. 
On  the  other  hand,  if  the 
dollar  goes  down  9%, 
you'll  have  a  10%  capital 
gain,  on  top  of  the  interest 
income.* 

If  you  are  interested  in  a 
single-currency  fund, 

there  are  several  available 
from    Shearson    Lehman 


Hutton  and  Fidelity  Investments.  But 
the  funds  are  costly.  Shearson  does 
not  impose  a  sales  load,  but  Fidelity 
does  place  a  maximum  sales  load  of 
0.4% .  Armual  expense  ratios  go  up  to 
1%  for  Shearson  fimds  and  1.5%  for 
Fidelity  fvmds. 

Shearson  is  plaiming  to  put  a  2% 
load  on  its  Managed  Currency  fimd  in 
October.  This  is  one  whose  manager 
hopes  to  score  superior  returns  by 
switching  in  and  out  of  different  cur- 
rencies. But  that  2%  load  fee — in  addi- 
tion to  annualized  operating  expenses 
of  1.19% — means  that  only  98  cents 
of  each  of  your  invested  dollars  will  be 
working  for  you. 

Pasadena,  Calif. -based  Huntington 
Advisers  is  even  more  expensive.  It 
manages  three  funds,  the  Hard  Cur- 
rency Portfolio,  the  High  Income  Cur- 
rency Portfolio  and  the  broadly  diver- 
sified Global  Cash  Portfolio,  all  with  a 
2'/4%  load. 

There  is  no  free  lunch  in  foreign 
currency  investing.  If  high-grade  Aus- 
tralian paper  is  paying  16%  while  U.S. 
dollar  certificates  of  deposit  are  pay- 
ing 8%,  that  means  the  market  is  an- 
ticipating an  8%  annual  decline  in  the 
Australian  dollar  against  the  U.S.  dol- 


Index,  1/1/87-100  (ratio  scale) 
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The  currency  casino 

Betting  on  a  currency  can  be  risky.  In 
the  last  year  alone  the  Japanese  yen 
and  the  German  mark  have  fluctuated 
against  the  dollar  by  as  much  as  20%. 
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lar.  The  market  could  be  wrong;  the 
Austrahan  dollar  might  stabilize  or 
even  increase — in  which  happy  case 
the  investor's  principal  would  remain 
intact  and  the  total  return  would  be  at 
least  16%.  On  the  other  hand,  the 
market — that  is,  the  tens  of  thou- 
sands of  self-interested  individuals 
trading  currencies  around  the  world — 
has  an  uncanny  way  of  pricing  curren- 
cies rationally.  An  8%  total  retum 
(16%  interest  less  8%  currency  losses) 
is  more  probable  than  a  16%  total 
retum  on  Australian  dollars. 

Currency  futures.  If  you've  got  at 
least  $46,000  to  invest  in  a  bet  against 
the  dollar,  you  can  do  it  by  simulta- 
neously buying  Treasury  bills  and 
taking  a  short  position  in  a  futures 
contract  on  the  Dollar  Index.  The 
Dollar  Index  is  a  trade-weighted  bas- 
ket of  foreign  currencies  that  moves 
with  the  dollar;  the  heaviest  weight- 
ings are  deutsche  marks,  yen,  French 
francs,  British  pounds  and  Canadian 
dollars.  If  the  dollar  weakens,  the  val- 
ue of  a  short  futures  contract  on  the 
index  goes  up.  The  T  bills  provide  you 
with  a  constant  yield  in  U.S.  dollars, 
while  the  futures  contract  gives  you 
some  protection  against  a  fall  in  the 


J  Value  uf  Japanese  yen  in  dollars 

J  Value  o{  deutsche  mark  in  dollars 

I  Value  of  basket  of  foreign  currencies  computed 
■'  as  inverse  of  U.S.  Dollar  Index  contract  on  FINl 
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dollar  relative  to  other  currencies. 

The  transaction  costs  of  this  do-it- 
yourself  foreign  currency  portfolio 
can  be  a  lot  cheaper  than  a  mutual 
fund.  For  a  $92,000  investment,  you'd 
put  $92,000  into  three-month  T  bills 
and  go  short  two  Dollar  Index  con- 
tracts on  the  Financial  Instrument  Ex- 
change (finex)  maturing  Sept.  19.  The 
value  of  each  futures  contract  is  about 
$46,000.  To  maintain  this  bet  indefi- 
nitely, you'd  have  to  roll  over  the  two 
futures  contracts  four  times  a  year,  at 
an  annual  cost  of  $120  to  $500,  de- 
pending on  whether  you're  using  a 
discounter  or  a  full-service  broker. 

Caution:  Some  of  the  discounters 
require  that  part  of  the  $46,000  take 
the  form  of  a  cash  deposit  on  which 
the  broker  keeps  the  interest.  Still, 
you're  likely  to  come  out  ahead,  cost- 
wise,  of  the  buyer  of  the  foreign  cur- 
rency mutual  funds  described  above. 
At  a  1.5%  annual  expense  ratio,  the 
buyer  of  $92,000  of  single-currency 
shares  in  a  mutual  fund  is  losing 
$1,380  a  year  to  fees  and  overhead. 
The  total  cost  of  combining  T  bills 
and  Dollar  Index  futures  could  easily 
come  in  at  well  under  $400  a  year. 
Besides  the  Dollar  Index,  there  are 
single-currency  futures 
contracts  available  on  the 
important  international 
currencies,  with  contract 
sizes  in  the  $75,000-to- 
$85,000  area.  The  mini- 
mum margin  deposit  nor- 
mally required  for  such 
contracts  is  only  $2,000  or 
so.  But  if  $2,000  is  all  you 
have  to  play  with,  you 
have  no  business  going 
long  or  short  an  $80,000 
currency  contract,  since 
your  risk  exposure  is 
$80,000,  not  $2,000:  In 
theory  you  could  be  forced 
to  take  delivery  of  the  en- 
tire contract. 

One  more  advantage  to 
do-it-yourself  currency 
funds:  Most  of  your  retum 
(the  8%  yield  on  the  T 
bill)  is  exempt  from  state 
income  tax.  None  of  the 
retum  on  the  foreign  cur- 
rency fund  is  exempt. 

Currency  options.  An  op- 
tion gives  you  the  right, 
but  not  the  obligation,  to 
buy  or  sell  currency  or  a 
futures  contract  at  a  cer- 
tain price  in  the  future. 
Although  options  are  of- 
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ten  abused  by  the  brokers  who  push 
them  (standard  line:  "All  you  can  lose 
is  your  premium"),  they  are  also  often 
useful  tools  for  hedging  certain  risks, 
including  foreign  currency  risks. 

"Frequently  we  have  people  who 
are  buying  real  estate  abroad,"  says 
Penny  Towey,  vice  president  of  the 
aggressive  strategy  marketing  depart- 
ment at  Merrill  Lynch.  "They  may  be 
contracting  now  to  buy  a  house  for 
£300,000,  but  they  don't  have  to  pay 
for  it  for  another  six  months.  Buying  a 
call  option  allows  them  to  protect 
against  a  rise  in  the  pound  during  that 
six-month  period." 

With  options  (as  opposed  to  futures 
contracts),  the  maximum  loss  is  lim- 
ited to  the  price  of  the  option,  the 
premium  paid.  That  means  you  could 
lose  100%  of  your  investment.  But  in 
the  case  of  using  options  to  insure 
against  foreign  currency  loss,  that  is 
the  equivalent  of  saying  you  lose 
100%  of  your  auto  insurance  premi- 
um every  time  your  policy  expires. 
Remember:  The  price  of  the  option  is 
the  cost  of  insuring  your  dollars. 

Suppose  you  contract  to  buy  a 
£300,000  house  in  September.  The 
pound  is  now  worth  $1.69,  and  you're 
worried  the  dollar  will  fall  before  you 
close,  in  which  case  you'd  have  to 
come  up  with  more  dollars.  To  insure 
against  an  adverse  swing  in  the  ex- 
change rate,  you  would  buy  call  op- 
tions giving  you  the  right  to  buy 
£300,000  for  $1.70  each,  three 
months  hence.  At  the  end  of  May 
those  call  options  were  priced  at  1.8 
cents  per  pound,  or  about  $5,400  in 
all.  If  the  pound  falls  against  the  dol- 
lar, the  option  will  expire  worthless — 
you'll  lose  your  $5,400  premium.  But 
if  the  pound  ends  above  $1.70,  so  will 
the  ending  value  of  the  option. 

The  difference  between  a  pound  fu- 
tures trade  and  pound  option  is  this: 
With  the  future  you  lock  in  a  particu- 
lar cost  of  your  pounds.  If  pounds  go 
up  you  are  protected,  but  if  pounds  go 
down  in  price  you  don't  get  the  wind- 
fall. With  an  option,  in  contrast,  you 
get  a  favorably  lopsided  bet.  If  pounds 
go  up  you  are  protected,  but  if  they  go 
down  you  can  still  buy  them  cheaper 
than  at  today's  price.  That's  why  the 
option  is  so  expensive.  Note:  Most  big 


*  Why  does  a  9%  fall  in  the  dollar  translate  into 
roughly  a  10%  capital  gain  in  the  fund?  It  has  to  do 
with  the  peculiar  asymmetry  of  percentage  gains  and 
losses  Consider  this  hypothetical.  The  dollar  starts  out 
worth  2  marks,  f  I  falls  50%  in  value  to  1  mark.  The 
mark,  which  has  gone  from  50  cents  to  Si,  has  gained 
not  50%  hut  100%. 
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International  Investing 


Giokerage  firms  have  booklets  ex- 
plaining the  mathematics  of  foreign 
currency  options. 

Foreign  currency  bank  accounts.  Last 
December  the  Federal  Reserve  Board 
decided  to  allow  U.S.  citizens  to  open 
accounts  denominated  in  foreign  cur- 
rencies at  U.S.  banks.  Many  banks 
have  always  offered  offshore  currency 


accounts  for  high-balance  customers. 
But  foreign  currency  accounts  in  the 
U.S.  are  so  new  that  it's  hard  to  find  a 
bank  that  wants  to  do  it  at  a  competi- 
tive price  for  a  small  sum  (say, 
$10,000).  Both  BankAmerica  and  Se- 
curity Pacific  Bank,  for  example,  do  ft 
only  for  corporate  customers. 
Of  the  four  methods,  which  is  best? 


For  someone  with  more  than 
$100,000,  the  futures  transaction  is 
likely  to  be  the  most  efficient.  For 
investors  of  smaller  means,  an  option 
or  fvmd  is  the  only  reasonable  choice. 
Foreign  currency  bank  accounts  are 
still  in  their  infancy,  so  it's  still  hard 
for  the  comparison  shopper  to  get  a 
good  deal  on  one.  ■ 


There  are  any  number  of  great  reasons  to 
take  a  foreign  assignment.  Tax  consider- 
ations are  not  among  them. 

Maybe  you'd 
better  stay  home 


By  Mm  Maroom  Jr. 


Iet's  say  you're  married,  have  two 
_  children,  live  in  a  Miami  sub- 
I  urb  and  enjoy  substantial  in- 
come from  an  investment  portfolio. 
Your  boss  offers  you  an  attractive  job: 
running  the  company's  European 
marketing  operations,  from  London. 
Visions  of  1992  opportunities — not  to 
mention  long  weekends  in  the  Loire 
valley — dance  through  your  head.  Not 
least  of  the  attractions,  your  salary 
will  jump  50%,  to  $300,000. 

There  are  many  good  reasons  for 
accepting  a  foreign  assignment,  but 
the  financial  consideration  is  not  one 
of  them.  Given  the  complexity  and 
lack  of  equity  involved  in  moving  be- 
tween different  countries'  tax  sys- 
tems, it's  quite  possible  that  a  new 
American  expatriate  will  find  himself 
or  herself  financially  worse  off  after 
the  big  promotion. 

Relocating  overseas  subjects  you  to 
the  tax  systems  of  at  least  two  na- 
tions: your  own  and  that  of  your  new 
country  of  residence.  Alone  among 
major  developed  nations,  the  U.S. 
maintains  that  it  is  entitled  to  taxes 
from  all  its  citizens,  wherever  they 
live  and  earn  their  money.  Virtually 
all  other  countries,  by  contrast,  tax 


residents  but  not  citizens  living  over- 
seas. Taxing  on  the  basis  of  citizen- 
ship rather  than  residence,  says  Wal- 
ter Meisenkothen,  a  London-based 
partner  of  Arthur  Andersen  &  Co., 
"puts  America  at  a  tremendous  disad- 


vantage." Further  complications  arise 
from  the  fact  that  the  Reagan  tax  rev- 
olution has  not  penetrated  very  deep- 
ly into  the  tax  codes  of  many  foreign 
countries — in  other  words,  most  for- 
eign systems  have  higher  rates,  as 
well  as  far  fewer  deductions,  than  the 
U.S.  code  does. 

Under  the  U.S.  tax  code,  up  to 
$70,000  a  year  in  wages  earned  by 
Americans  abroad  is  tax  free.  The  In- 
ternal Revenue  Service  also  allows  a 
partial  credit  against  U.S.  taxes  for 
foreign  income  taxes  paid.  But  these 
benefits  fall  far  short  of  relieving  tax- 
payers from  all  of  the  tax  costs  of  a 
foreign  transfer.  Among  the  problems 
expatriates  confront: 

•  Some  countries,  notably  Germany 
and  Canada,  will  nail  you  for  taxes  at 
very  high  rates  on  portfolio  income, 
even  if  that  income  is  left  on  deposit 
in  the  U.S.  Many  employers'  tax 
equalization  plans — a  basic  document 
for  any  employee  considering  a  for- 
eign posting — promise  to  make  trans- 
ferees whole  for  higher  foreign  taxes. 
But  the  tax  equalization  plans  typical- 
ly won't  cover  the  additional  taxes  on 
significant  amounts  of  investment  in- 
come, warns  Samuel  Russo,  a  partner 
and  international  tax  expert  at  kpmg 
Peat  Marwick  in  New  York. 

•  Many  corporations  promising  to 
make  their  transferees  whole  on  taxes 
do  it  by  maintaining  a  certain  level  of 
take-home  pay.  For  this  purpose  they 
may  assume  that  if  you  had  stayed 
home  you  would  have  had  to  pay  state 
and  city  taxes  at  the  rate  in  effect  in 
the  corporation's  headquarters  city.  If 
the  home  office  is  in  New  York  City, 
you'll  in  effect  pay  phantom  local  tax- 
es at  stiff  rates — even  if  you  were  liv- 
ing in  a  low-tax  state  like  Texas  be- 
fore the  transfer. 

•  An  employee  who  dies  while  abroad 
may  subject  his  family  to  a  double 
dose  of  estate  taxes. 

As  it  happens,  when  it  comes  to 
taxing  foreign  nationals,  Britain  is  one 
of  the  world's  more  civilized  nations. 
Her  Majesty  does  not  tax  noncitizcns 
on  portfolio  income  unless  that  in- 
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Want  to  retire  someday? 
Here's  food  for  thought: 


"Thajtll  be  $131.20,  please. 
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Inflation  can  eat  into  your  savings  fast. 

That's  why  it's  wise  to  prepare  for  retirement  now. . . 
by  investing  in  a  fund  with  proven  ability  to  grow 
faster  than  inflation. 

Today  thousands  and  thousands  of  Americans  are 
saving  for  retirement  by  investing  in  the  FrankUn 
Income  Fund.  It's  easy  to  understand  why. 

If  you  hkd  invested  $10,000  in  the  Franklin  Income 
Fund  on  April  2,  1975,  your  investment  would  have 
been  worth  $70,034  on  March  31,  1990  —  a  growth 
in  value  of  600%  over  15  years,  t  During  the  same 


tOividends  totalling  $5 1 ,469  were  reinvested  at  the  offering 
price.  Capital  gains  distributions  of  $9,326  were  rein- 
vested at  net  asset  value.  No  adjustment  has  been  made 
for  taxes.  The  total  investment  cost  was  $61,469.  The 
average  annual  total  returns  for  the  1,  5,  and  10  year 
periods  ended  March  31,  1990,  were  1.96%,  9.70%,  and 
14.63%,  respectively.  Investment  return  and  principal 
value  will  fluctuate  so  that  your  shares,  when  redeemed, 
may  be  worth  more  or  less  than  their  original  cost.  Past 
performance  cannot  guarantee  future  results. 


period  the  Consumer  Price  Index  increased 
just  143%. 

Set  the  table  for  your  retirement  today  —  by 
investing  in  the  Franklin  Income  Fund! 


Address . 


City/ State/ Zip. 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

YES!  I  would  like  to  improve  my  ability  to  save  for  my 
retirement.  Please  send  me  a  free  prospectus  containing  more 
complete  information  on  the  Franklin  Income  Fund,  including 
charges  and  expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 

D  I  am  currently  a  Franklin  shareholder. 


Name . 


FOB90 


1-800-342-FUND  Ext.430 

F  K  k  NJ  K<  L  IJ  NJ 

Member  $42  Billion  Franklin  Group  of  Funds 
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come  is  remitted  into  the  U.K.  As  for 
salary  income,  the  U.K.'s  top  rate  of 
about  40%  is  one  of  the  lowest  out- 
side the  U.S.,  though  there  are  few 
deductions.  The  interest  on  only  the 
first  $50,000  of  a  mortgage,  for  exam- 
ple, is  deductible.  (The  mortgage  in- 
terest limitation  and  the  penalties  on 
bringing  capital  into  the  U.K. — plus 
the  risk  of  foreign  exchange  rate 
shifts — explain  why  most  American 
expatriates  prefer  to  rent,  not  buy, 
homes  in  the  U.K.  Those  who  do  buy 
borrow  as  much  of  the  purchase  price 
as  possible,  in  sterling;  several  banks 
in  London  have  created  a  nice  special- 
ty in  such  financings.) 

How  will  you  do,  financially  speak- 
ing, if  you  take  the  proffered  London 
job?  The  computations  involved  in 
filing  your  U.S.  and  U.K.  returns  are 
so  complex  that  we'll  omit  the  details 
and  merely  suggest  that  you  get  one  or 
a  few  of  the  good  booklets  on  foreign 
taxation  of  U.S.  citizens  put  out  by 
the  big  accounting  firms,  kpmg  Peat 
Marwick,  for  example,  puts  out  a  266- 
page  book.  Taxation  of  International 
Executives,  that  gives  a  good  overview 
of  the  problems  you'll  have  with  an 
overseas  transfer.  The  other  big  ac- 
counting firms  also  have  foreign  tax 
guides  for  prospective  clients. 

Here's  roughly  how  your  tax  pic- 
ture will  look  assuming  your  new  sal- 
ary is  $300,000  and  you  have  $100,000 
in  investment  income  (and  assuming 
no  significant  deductions): 

Britain  will  not  tax  your  invest- 
ment income  but  will  tax  your  salary, 
at  an  effective  rate  of  37%.  Converse- 
ly, the  foreign  tax  credit  will  probably 
wipe  out  almost  all  U.S.  tax  on  the 
salary.  (In  this  example,  the  $70,000 
exclusion  doesn't  bring  any  additional 
benefit.)  But  your  investment  income 
will  be  fully  taxed  in  the  U.S. 

Add  it  all  up,  and  your  combined 
U.S./U.K.  tax  bill  will  come  to 
$139,000,  leaving  you  with  take- 
home  income  of  $261,000.  Had  you 
stayed  home  at  your  old  salary,  the 
taxes  on  your  salary  and  investment 
income  would  have  been  around 
$84,000,  for  take-home  income  of 
$216,000.  So  of  your  $100,000  raise 
for  moving  to  London,  only  $45,000 
ends  up  in  your  pocket,  thanks  to  the 
vagaries  of  foreign  taxation.  That's  a 
marginal  tax  rate  of  55%. 

Against  that  $45,000  aftertax  in- 
crease are  some  very  high  living  ex- 
penses. This  year  the  British  govern- 
ment added  a  "poll  tax,"  in  effect  a 
per-adult  charge  for  local  services.  In 


Chelsea,  a  good  London  neighborhood 
where  many  Americans  choose  to 
live,  the  poll  tax  is  about  $1,300  for  a 
couple.  The  irs  says  this  tax  can't  be 
credited  against  U.S.  income  taxes  be- 
cause it's  not  an  income  or  a  proper- 
ty tax. 

Housing  is  exorbitantly  expensive. 
A  typical  three-bedroom  flat  in  cen- 
tral London  might  rent  for  $2,700  a 
month,  and  a  suburban  London  house 
as  spacious  and  up-to-date  as  the  one 
you're    leaving    behind    in    Florida 


Big  bites  abroad 


Few  foreign  governments  shared 
the  U.S.'  enthusiasm  for  cutting 
tax  rates  during  the  Eighties,  as 
this  table  shows. 


Country 

Maximum 
tax  rate 

For  income 

above' 

Bdgitim 

55% 

$63,600 

France 

57 

84,400^ 

Germany 

53 

142,800^ 

Hong  Kong 

15 

0 

Japan 

65 

133,600^ 

Netherlands 

60 

44,500 

United  Kingdom 

40 

36,700 

'Tax  bracket  thresholds  convened  to  dollars  at 
May  25  rates,  ^Married  taxpayer  'Includes  lo- 
cal inhabitants'  tax. 

Source.  KPMG  Peat  MaruHck 


would  cost  double  that  to  rent.  You 
may  also  be  leaving  behind  good  pub- 
lic schools,  so  figure  $8,000  a  year  per 
child,  minimum,  for  an  American- 
type  private  school. 

These  and  other  extra  expenses  can, 
and  should,  be  worked  out  with  your 
employer  in  advance.  But  in  doing  so, 
remember  that  the  tax  collector  usu- 
ally construes  company-paid  housing 
and  education  as  income  for  the  for- 
eign employee. 

What  if  you  sell  your  Florida  house 
for  a  $150,000  capital  gain?  Because 
you  are  overseas,  the  irs  will  allow 
you  four  years  to  roll  over  the  gain  to  a 
new  home.  (If  you  don't  buy  another 
home  within  the  four  years,  you  file 
an  amended  return  for  the  year  you 
sold  the  old  one,  and  pay  extra  tax  and 
a  lot  of  interest.) 

As  for  your  investment  portfolio, 
you  are  well  advised  to  bring  none  of 
the  interest  and  dividend  income  into 
the  U.K.,  lest  it  be  subjected  to  Brit- 
ain's harsher  40%  tax  rate.  As  our 
example  above  assumes,  interest  and 


dividends  will  be  taxed  in  the  U.S.  at' 
the  usual  rates. 

Stock  options?  The  tax  treatment  of 
U.S.  expatriates  who  exercise  their 
options  while  abroad  is  too  compli- 
cated to  even  consider  here.  Suffice  it 
to  say  that  there  is  a  real  danger  of  [ 
double  taxation  in  some  countries. 

When  you  pick  up  a  London  news- 
paper you  will  discover  whole  finance 
sections  full  of  ads  for  alluringly  exot- 
ic instruments:  Personal  Equity 
Plans,  Far  Eastern  investment  trusts, 
tax-subsidized  savings  schemes.  Even 
a  British  bank  deposit,  at  15%,  might 
look  pretty  good.  Be  wary.  Chances 
are  that  many  of  the  instruments 
won't  look  so  good  after  the  combined 
effects  of  U.K.  taxes,  U.S.  taxes  and 
exchange-rate  swings  are  considered. 
Some  kinds  of  foreign  investment 
funds  trigger  complex  U.S.  rules  gov- 
erning passive  foreign  investment 
companies.  The  profit  on  the  fimd 
might  not  pay  the  higher  bill  you'll 
get  from  your  tax  accountant  to  wade 
through  the  mess. 

It's  easy  enough  to  park  a  deposit  in 
a  Channel  Islands  bank  in  a  sterling 
account  and  earn  15%  interest;  and 
even  after  28%  U.S.  tax,  the  return 
might  still  look  a  lot  better  than  U.S. 
CD  rates  of  around  8%.  (The  interest, 
again,  would  be  taxable  in  the  U.K. 
only  if  remitted  to  the  U.K.)  But  re- 
member: Sterling  interest  rates  are 
high  for  good  economic  reason.  The 
sterlmg  inflation  rate  is  creeping  near 
the  10%  mark  this  year,  and  the  value 
of  the  currency  has  been  sliding 
steadily  in  recent  years  against  stron- 
ger European  currencies  like  the  Ger- 
man mark  or  French  franc. 

A  few  years  from  now  you  will  face 
even  more  complicated  questions  if 
you  stay  in  Britain.  Eventually  your 
residency  status  in  the  U.K.  will 
change  and  the  U.K.  will  start  to  tax 
some  or  all  of  the  interest  and  divi- 
dends you  earn  outside  Britam.  After 
five  years  you  and  your  employer  will 
probably  stop  paying  U.S.  Social  Secu- 
rity tax  and  pay  the  U.K.  equivalent 
instead. 

The  potential  financial  headaches 
involved  in  an  overseas  move  arc  end- 
less. How  will  state  and  local  taxes 
affect  the  picture?  Who's  to  pay  for 
moving  expenses,  home  visits,  unin- 
sured medical  expenses — and  enough 
accountants'  time  to  minimize  the 
tax  bite  on  it  all?  No  doubt  about  it,  a 
foreign  assignment  has  many  things 
to  recommend  it.  Finances  are  not  one 
of  them.   ■ 
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to  Reduce  Your 

Estate  Tax 
Cost  up  to  90%* 
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*Effective  reduction  subject  to  current  assumptions  and  other  requirements.  If  you 
have  a  net  worth  of  over  $3  million  dollars,  call  for  detailed  information  and  our 
video  tape—  "Wealth  Creation  and  Preservation'.' 


Barry  Kaye  Associates 

WEALTH  CREATION  CENTERS 
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►  Pay  your  taxes  at  10  to  30  cents  on  the  dollar.  ^ 

33 

►  Reduce  your  55%  estate  tax  bracket  to  10%  or  less.  > 

►  Increase  your  $600,000  estate  tax  exemption  many  fold.  z 

> 

0  ^  Achieve  guaranteed  risk-free  return  many  times  original  outlay.  o 
h- 
uj              ►  Create  and  preserve  wealth  for  children  and  grandchildren. 

o 

1  ►  Increase  charitable  gifts  5  to  10  times  with  no  additional  outlay.  ^d 

Increase  your  $10,000  annual  tax-free  gifts  to  $1,000,000. 
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^^B    f    ^^^H      Inside  California:  (213)  203-5433  (800)982-5433 

o  ^^B  -^    ^^H      Outside  California:  (800)  662-5433      FAX:  (213)  282-0775 

1840  Century  Park  East,  Los  Angeles,  California  90067 

^  Barr\-  Kaye  ©Barry  Kaye  Associates,  1989 
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International  Investing 


The  Third  World  is  hot  and  Eastern  Europe 
is  hot  But  what  is  the  best  way  to  get  in?  Ifs 
foolish  to  pay  a  premium  to  get  in  when 
there  are  discount  entrances. 

How  to  buy 
the  Third  World 


By  Harcia  Berss 


Do  YOU  WANT  to  buy  a  piece  of  Thai- 
land's rapidly  expanding  economy? 
Wall  Street  is  happy  to  oblige.  It  will 


the  New  York  Stock  Exchange  recent- 
ly trading  at  a  10%  premium  to  the 
value  of  the  stocks  in  it. 

If  you  want  Thai  stocks  a  lot  cheap- 
er, however,  you  will  pass  up  that 


serve  up  the  Thai  Fund,  a  hot  item  on     fund  and  go  to  London.  There  the 


Capital  Group  International's  David  Fisher 

**What  do  you  do  when  you  don't  like  ThailandT" 


Thai  Euro  Fund  is  available  at  a  20% 
discoimt  to  its  net  asset  value. 

There  are  other  discrepancies  like 
this  one.  The  Chile  Fund  goes  for  a 
7%  premium  on  the  nyse,  while  the 
GT  Chile  Growth  Fund  languishes  at  a 
1 7%  discount  in  London.  Half  a  dozen 
other  closed-end  Third  World  funds 
trade  at  smaller  premiums,  or  fatter 
discovmts,  in  other  markets  than  they 
do  in  New  York.  What  gives?  Evident- 
ly U.S.  investors  who  think  they  are 
international  sophisticates  have 
failed  to  make  the  most  elementary 
inspection  of  international  markets. 

Wall  Street  has  always  had  this  in 
common  with  Seventh  Avenue:  It  is 
intensely  responsive  to  fads.  Mutual 
fimds  investing  in  emerging  econo- 
mies are  hitting  the  U.S.  stock  market 
as  fast  as  socialist  governments  are 
falling.  The  latest  arrival:  Merrill 
Lynch's  Thai  Capital  Fund,  on  May 
22.  There  are  at  least  four  new  funds 
dangling  riches  from  Eastern  Europe 
and  sporting  names  like  New  Europe 
Fund  and  Future  Germany  Fund. 
Also,  in  the  last  year  the  pool  of  devel- 
oping country  funds  almost  doubled, 
as  U.S.  investors  plunked  dollars  into 
backwaters  like  Turkey,  Indonesia 
and  the  Philippines.  You  don't  need  to 
be  a  cynic  about  the  brokerage  indus- 
try to  predict  that  a  Czech  Fund  and  a 
Poland  Fund  are  around  the  comer. 

Next  to  all  the  newcomers  in  this 
line  of  work,  David  Fisher,  50,  is  a 
grizzled  veteran.  As  president  of  Capi- 
tal Group  International,  a  Los  Ange- 
les-based part  of  $50  billion  (assets) 
Capital  Group,  Fisher  was  hired  in 
1986  by  World  Bank  subsidiary  Inter- 
national Finance  Corp.  to  invest  mon- 
ey in  Third  World  stock  markets. 
Fisher  had  great  trouble  getting  his 
first  $50  million  (all  from  institu- 
tions) for  the  project,  but  the  accounts 
are  pouring  in  now.  His  core  Emerging 
Markets  Growth  Fund,  now  account- 
ing for  $500  million  of  the  $900  mil- 
lion his  group  manages,  has  had  a 
compound  annual  total  return  of 
about  40%  since  startup. 

With  those  results,  Fisher  can't 
help  being  a  bull.  "I  am  a  believer 
that,  when  viewed  in  total,  Third 
World  countries  will  grow  faster  than 
the  rest  of  the  world,"  he  says.  "They 
are  an  attractive  value."  But  he  says 
individuals  should  resist  the  impulse 
to  buy  single  country  closed-end 
funds,  the  usual  means  of  entry,  espe- 
cially when  the  funds  arc  trading  at 
fat  premiums  to  their  net  asset  values. 
Fisher  explains:  "If  you  have  a  fund 
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What  do  they  know  that  you  dont? 

Thanks  to  America's  infatuation  with 
single  country  closed-end  funds  listed 

foreign  investing, 
in  the  U.S.  almost 

invariably  trade  at  a  higher  premium  or  a  lower  discount 
than  comparable  funds  listed  overseas. 

Assets'       Date 
Fund/where  traded                    ($mil)       started 

%  premium  ( + ) 

or  discount  (-) 

to  net 

asset  value^ 

Assets' 
Fund/where  traded                        ($mil) 

Date 
started 

%  premium  (  +  ) 

or  discount  (-) 

to  net 

asset  value* 

CMe/NYSE                             $92.3      Oct  1989 

6.8% 

GT  Chile  Growth/London             $100.0 

Feb  1990 

-17.2% 

India  Gtowth/NYSE                   63.7      Aug  1988 

14.0 

India/London                                  335.7 

July  1986 

9.6 

Indonesia/NYSE                         64.0      Mar  1990 

13.5 

Jakarta/London                                 23.4 

Aug  1989 

-10.0 

Korea/NYSE                             364.0      Aug  1984 

18.0 

Korea  Growth  Trust/Hong  Kong      120.6 

Mar  1985 

4.3 

Malaysia/NYSE                         101.9      May  1987 

14.0 

Malacca/London                               58.8 

Jan  1989 

0.3 

First  Philippine/NYSE              100.6      Nov  1989 

-17.6 

Manila/London                                   46.0 

Oct  1989 

-29.7 

Portugal/NYSE                          69.4     Nov  1989 

-A.7 

Oporto  Growth/London                   33.2 

May  1988 

-10.1 

Taiwan/NYSE                           99.3     Dec  1986 

-19.7 

Taipei/London                                   83.2 

May  1986 

-1.9 

Thai/NYSE                              177.7      Feb  1988 

10.0 

Thai  Euro/London                         152.3 

May  1988 

-19.9 

'As  of  3/3 1/90.    2  As  of  4/30/90. 

Sources.  International  Finance  Corp.;  Lipper  Analytical  Securities  Corp. 

investing  in  Thailand,  you  don't  have 
much  flexibility.  The  environment  in 
which  you  decide  you  no  longer  like 
Thailand  is  probably  the  environment 
in  which  the  fimd  is  selling  at  a  signif- 
'icant  discount.  The  environment 
where  you  really  like  Thailand  is 
when  it  sells  at  a  premium.  That's 
been  the  history  of  closed-end  fvmds. 
So  I've  always  had  a  preference  for 
diversification." 

Significantly,  so  does  the  doyen  of 
international  investing,  John  Temple- 
ton.  His  Templeton  Emerging  Mar- 
kets Fimd  (available  on  the  Big  Board 
at  an  1 1  %  discoimt)  is  the  only  diver- 
sified Third  World  fund  available  to 
the  general  public,  with  holdings  in 
Asia,  Latin  America  and  the  Middle 
East.  There  are  regional  funds  invest- 
ing in  Asia  and  a  soon-to-be-public 
Latin  America  fund.  Building  diversi- 
fication by  investing  in  each  country 
fimd  is  an  option,  but  Fisher  thinks 
few  investors  will  use  that  route: 
"They'd  say,^''rll  do  Malaysia  and  In- 
dia. But  Brazil?  I  just  read  how  terrible 
it  is.'  Yet  where  the  news  is  most 
negative  may  be  the  most  attractive." 

While  Fisher  warns  against  invest- 
ing in  single  country  funds,  he  does 
have  strong  national  biases.  Thailand 
is  his  favorite,  nearly  30%  of  his 
Emerging  Mairkets  Growth  Fund, 
with  big  holdings  in  blue  chips  hke 
Siam  Cement.  "Miracle  is  too  strong  a 
word,  but  what  you've  seen  in  Thai- 
land is  rapid  economic  development 
that's  come  from  government  poli- 
cies,  an  available  work  force  that 


shifted  from  agriculture  to  manufac- 
turing, and  significant  foreign  invest- 
ment that  wanted  to  take  advantage 
of  that  low-cost  labor.  All  that  came 
together  to  produce  way  above  aver- 
age growth,"  Fisher  explains. 

Malaysia,  his  second-largest  hold- 
ing (16%),  has  similar  characteristics. 
Currency  swings  are  not  a  problem  in 
these  countries,  since  many  Asia-Pa- 
cific currencies  are  tied  to  the  dollar. 
Malaysia's  accounting  standards  are 
at  internationally  accepted  levels.  In- 
deed, Thai  cement  companies  write 
off  their  machinery  in  three  years, 
which  is  significantly  more  conserva- 
tive than  U.S.  accoimting. 

Latin  American  stocks  compose  a 
fourth  of  Fisher's  holdings.  Says  he: 
"There  obviously  is  a  contrast  be- 
tween emerging  markets  in  the  Pacif- 
ic and  Latin  America.  All  you  have  to 
do  is  look  at  economic  statistics, 
starting  with  inflation  rates.  But 
what's  striking  is  how  Chile  and  Mex- 
ico aie  providing  a  model  for  how  one 
deals  with  problems.  New  govern- 
ments in  Argentina  and  Brazil  will 
develop  policies  with  an  eye  on  what 
worked  in  Mexico  and  Chile." 

What's  good  about  Mexico?  Says 
Fisher,  "It  can  do  for  the  U.S.  what 
Thailand  and  Malaysia  did  for  the  Jap- 
anese, supplying  low-cost  labor.  That 
would  be  good  for  Mexico  and  good 
for  the  U.S.  It's  hard  for  the  politicians 
to  talk  about  this,  but  the  direction  is 
pretty  sure." 

And  what  about  hyperinflation? 
Says  Fisher:  "Just  because  there's  high 


inflation  and  a  jittery  currency 
doesn't  mean  there  won't  be  a  good 
stock  market.  Usually  in  high  infla- 
tion you  don't  want  to  hold  cash  be- 
cause you  know  that's  going  to  lose 
value.  One  thing  that  holds  value  is  a 
business  that  adjusts  to  the  inflation 
environment."  Somehow  those  com- 
panies in  Mexico  survived  the  infla- 
tion that  totaled  132%  in  1987.  Since 
then,  inflation  has  come  down  to  18% 
and  the  Mexico  Fund  has  done  very 
well  on  the  nyse:  up  from  5  two  years 
ago  to  a  recent  14%. 

What  about  Eastem  Europe?  There, 
predicts  Fisher,  "the  first  opportvmi- 
ties  will  be  largely,  though  not  exclu- 
sively, in  [Western]  European  compa- 
nies that  provide  things  needed  in 
Eastem  Europe.  That's  primarily  in 
three  areas:  infrastructure  companies 
like  cement,  engineering  and  con- 
struction,- telecommunications  com- 
panies, both  telephone  systems  and 
equipment;  and  basic  con^>umer  prod- 
ucts companies  which  will,  as  in- 
comes increase,  sell  into  markets  not 
available  to  them  previously." 

In  parts  of  the  world  less  developed 
than  Eastem  Europe,  Fisher  also  fa- 
vors such  companies;  cement  and 
telephone  outfits  are  six  of  his  top  ten. 
He  concludes:  "I  first  went  to  the 
Philippine  stock  exchange  in  the  early 
1970s.  You  would  have  looked  at  it 
and  said,  'I  can't  believe  you'd  make 
investment  decisions  here  the  way 
you  would  in  other  places.'  Yet  the 
reality  is,  you  do.  The  fundamentals 
are  the  same  in  most  countries."  ■ 
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Why  it^  important  t» 
establish  a  National  Ei 


A  "SHORT-TERM"  PROBLEM  WILL 
TAKE  DECADES  AND  COST  BILLIONS. 

Alarmed  by  the  poisoning  of  our 
environment  at  Love  Canal  and  other  toxic 
waste  sites,  Congress  created  the  Super- 
fund  program  ten  years  ago.  Superfund 
was  intended  to  be  a  short-term  cleanup 
program  for  the  most  serious  hazardous 
waste  sites  across  the  country 

More  than  a  decade  later,  it's  painfully 
clear  that  cleaning  up  hazardous  waste  is 
not  a  short-term  problem  for  America.  It 
will  take  many  decades  and  cost  hundreds 
of  billions  of  dollars. 

Currently,  1,200  of  the  most  dangerous 
sites  have  been  selected  for  priority 
action.  Billions  of  dollars  have  been  spent, 
but  very  few  sites  have  been  cleaned  up. 
In  fact,  only  45. 

So  FAR,  ABOUT  ALL  WE'VE  DONE 

WITH  HAZARDOUS  WASTE  IS  WASTE 

TIME  AND  MONEY. 

One  problem  is  that  Superfund  requires 
establishing  liability-who  sent  what 
waste,  how  much  and  where.  And  this  has 
taken  priority  over  cleaning  up.  With  the 
cost  01  cleanup  at  just  one  site  estimated 
as  high  as  one  hundred  million  dollars, 
the  question  of  who  pays  has  serious 
consequences  for  everyone  involved. 

At  most  hazardous  waste  sites,  the 
operator  of  the  dump  caused  the  environ- 
mental harm.  But  under  Superfund, 
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everyone  who  used  the  site  is  liable  for  the 
cleanup  bill.  The  record  of  users  can  go 
back  25,  30  or  40  years  and  can  number 
in  the  hundreds.  Users  can  include  major 
corporations,  small  businesses,  local 
governments,  hospitals,  nursing  homes, 
schools,  even  individuals. 

For  example,  at  422  sites  almost  14,000 
entities  have  been  notified  by  the  govern- 
ment that  they  could  be  liable  for  the 
cleanup  cost.  And  many  of  these  entities 
have  themselves  identified  still  others. 

The  result?  A  bonanza  for  lawyers  and 


Hit  cleanup  first  and 
ironmental  Trust  Fund 


consultants.  And  a  tragedy  for  the 
environment.  At  some  sites,  as  much  as 
60%  of  the  money  spent  goes  toward  legal 
expenses  in  costly  and  time-consuming 
efforts  to  assign  liability  instead  of  solving 
the  cleanup  problem.  An  avalanche  of  law- 
suits has  resulted,  all  aimed  at  getting 
someone  else  to  pay. 

HERE'S  AN  IDEA  THAT  DESERVES 
EVERYONE'S  CONSIDERATION. 

At  AIG,  we  think  it's  high  time  to  find  a 
better  approach  to  the  problem  of  cleaning 
up  old  hazardous  waste  sites.  One  that 
encourages  prompt  cleanup  and  spreads 
the  cost  more  broadly  And  more  equitably 

We  propose  creating  a  National 
Environmental  Trust  Fund  similar  to  the 
National  Highway  Trust  Fund.  Its 
resources  would  be  used  exclusively  for 
cleaning  up  old  hazardous  waste  sites. 
The  Fund  could  be  financed  by  adding  a 
separate  fee  to  commercial  and  industrial 
insurance  premiums  in  the  United  States. 

Even  aj modest  assessment,  say  2%  of  pre- 
miums and  an  equivalent  amount  for  self 
insurers,  would  provide  about  $40  billion 
over  the  next  decade,  more  than  enough  to 
deal  with  the  1,200  highest-priority  sites. 

A  national  advisory  board  of  private  cit- 
izens, industry  and  public  officials  could 
be  charged  with  overseeing  the  program. 
We  also  suggest  giving  consideration  to 
establishing  local  technical  monitoring 
committees  in  each  community  These 


groups  would  be  composed  of  local  cit- 
izens, industry  and  others  who  would 
work  with  the  Environmental  Protection 
Agency  and  the  state  on  the  particular 
cleanup  site,  from  the  very  beginning  of 
the  cleanup  effort. 

Just  think.  A  new  way  to  finance 
Superfund's  mission  without  the  need  for 
new  taxes,  a  new  government  agency  or 
expensive  and  unproductive  lawsuits. 

Why  is  AIG  RUNNING  ADS  LIKE  THIS? 

AIG  (American  International  Group)  is 
the  largest  underwriter  of  commercial  and 
industrial  insurance  in  America,  and  the 
leading  U.S.-hased  international  insurance 
organization.  The  nature  of  our  business 
means  we  deal  every  day  with  issues  affect- 
ing U.S.  competitiveness  and  the  future  of 
the  world  economy. 

We've  started  this  dialogue  to  encourage 
people  like  you  to  help  shape  the  future. 
Perhaps  you'll  want  to  keep  the  hall  rolling 
by  contacting  your  elected  officials,  or  an 
environmental  or  trade  group.  We  hope  you 
will.  Shouldn't  we  stop  trying  to  fix  the 
blame  and  start  fixing  the  problem? 

If  you  agree  with  this  idea  or  have 
thoughts  ^your  own  to  share,  write  to 
Mr.  MR.  Greenberg,  Chairman,  AIG, 
70  Pine  Street,  New  York,  NY  10270. 


WDrld  leaders  in  insurance 
and  financial  services. 


Retirement 


W^o  says  your  IRA  has  to  be  invested  in  a 
bank  CD  or  a  similar  stodgy  instrument? 
You  can  also  do  options,  risk  arbitrage 
and  convertible  bonds. 

Do-it-yourself 
IRAs 


By  Michael  Fritz 


GREGOR  RiESSER  is  not  your  typi- 
cal individual  retirement  ac- 
count holder.  Five  days  a  week 
the  retired  65-year-old  Shell  research 
chemist  sits  in  front  of  his  home  com- 
puter and  portable  stock  quote  ma- 
chine to  plot  convertible  arbitrage 
plays  and  other  offbeat  investments. 

Not  content  with  the  plain  bank 
CDS  and  mutual  funds  that  get  the 
bulk  of  IRA  money,  Riesser  is  one  of  a 
growing  group  of  investors  using  self- 
directed  IRAS  to  manage  their  retire- 
ment savings. 

Adding  nondeductible  money  to  an 
IRA  may  not  make  sense  now  (see  next 
story),  but  millions  of  Americans  al- 
ready have  substantial  amounts  in  es- 
tablished IRAS.  Moreover,  it's  quite 
possible  to  build  up  a  very  large  ira 
from  the  rollover  of  lump  sum  pen- 
sions or  401(k)  plans,  paid  out  when 
an  employee  retires  or  changes  jobs. 
For  example,  in  1986  Lowell  Milken, 
brother  of  Michael,  used  his  ira  to 
take  an  astute  $170,000  position  in 
Beatrice  takeover  bonds,  just  before 
they  went  up  in  price.  As  their  ac- 
counts grow,  investors  are  switching 
from  bank  and  mutual  fund  iras  to 
self-directed  iras  that  function  like 
brokerage  accounts.  Since  1985  self- 
managed  iras  have  grown  from  less 
than  15%  of  the  $200  billion  in  ira 
deposits  to  nearly  18%  of  today's  $465 
billion  in  iras. 

Offered  by  brokerage  houses,  banks, 
mutual  funds  and  insurance  compa- 
nies, self-directed  iras  allow  virtually 
any  type  of  investment  except  collect- 
ibles, insurance  and  leveraged  invest- 
ments (for  example,  stocks  bought  on 


margin).  Among  the  holdings  permit- 
ted by  the  Internal  Revenue  Service: 
Ginnie  Mae  mortgage  pools,  covered 
options,  foreign  securities  and  finan- 
cial and  commodity  futures. 

Riesser's  self-directed  ira  repre- 
sents only  $15,000  of  his  $500,000 
retirement  savings,  so  he  decided  to 
have  a  fling  with  it  and  opened  a  dis- 
count brokerage  account  at  Fidelity 
Brokerage  Services.  This  is  where  he 
does  his  most  aggressive  trading — bet- 
ting on  everything  from  proposed 
mergers  to  contrarian  plays  in  compa- 


nies on  the  verge  of  bankruptcy. 

Example:  In  February  Riesser  made 
a  hedged  bet  on  Circle  K,  the  Phoenix- 
based  convenience  store  chain.  He 
bought  $12,000  (face  value)  Circle  K 
8 'As  of  2005  convertible  bonds  for 
$2,580  and  then  hedged  by  buying  Oc- 
tober puts  on  1,000  Circle  K  shares, 
exercisable  at  5,  for  $2,750.  Total  out- 
lay, after  commissions:  $5,777.  Since 
then  Circle  K  has  gone  Chapter  11, 
and  Riesser  has  lost  $750  more  on  the 
bonds  than  he's  made  on  the  puts.  But 
he  still  expects  to  come  out  ahead, 
figuring  the  bonds  will  do  well  in  the 
reorganization. 

Riesser  is  also  high  on  twa's  12s  of 
2001,  trading  at  36 '/i.  "They're  still 
being  treated  like  pay-in-kind  bonds, 
even  though  they  start  paying  cash  in 
six  months,  so  they're  underpriced," 
he  says.  For  as  long  as  twa  avoids 
Chapter  11,  the  bonds  yield  33%. 

While  Riesser  can  afford  to  gamble 
with  his  IRA,  such  tactics  wouldn't 
make  sense  for  someone  with  a  small 
IRA  and  nothing  else  for  retirement. 
Such  people  wouldn't  have  Uncle 
Sam  to  help  them  pay  their  losses. 
"Unless  your  entire  portfolio  is  more 
than  $250,000,  you're  probably  better 
off  sticking  with  the  diversity  and  ef- 
ficiency of  no-load  mutual  funds,"  ad- 
vises Wallace  Head,  director  of  Arthur 
Andersen  &  Co.'s  personal  financial 
planning  practice. 

Many  investors  simply  lack  the 
time  and  expertise  to  manage  their 
own  accounts.  In  October  1987  Albert 
Sherman  of  Boca  Raton,  Fla.  returned 
from  a  vacation  in  Africa  to  discover 
that  his  $35,000  self-directed  ira  had 
$1 1,000  in  paper  losses  after  the  mar- 
ket crash.  Sherman  held  on  for  a  year, 
narrowing  his  loss  to  $3,500,  then 
cashed  in  his  stocks  for  a  bank  cd 
yielding  10%. 

But  you  don't  have  to  be  a  gambler 
to  benefit  from  self-directed  accounts. 
Say  you  have  $250,000  and  a  desire  to 
stay  in  ultraconservative,  govern- 
ment-guaranteed investments,  such 
as  Ginnie  Maes  and  Treasury  bonds. 
Owning  them  directly  would  save 
you  the  annual  expense  overhead  of 
$1,000  or  more  built  into  a  typical 
bond  fund  account  of  that  size.  You 
would,  of  course,  incur  commissions 
to  establish  your  bond  portfolio,  off- 
setting some  of  the  savings. 

Brokerage  houses  arc  pursuing  self- 
directed  IRA  business  with  gusto. 
With  $44  billion  in  ira  brokerage  ac- 
counts, Merrill  Lynch  has  the  largest 
chunk  of  IRA  business.  "Most  of  the 
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money  is  coming  through  transfers 
from  banks  and  thrifts  with  people 
telhng  us  they  want  to  manage  their 
accounts  more  actively,"  says  Don 
Underwood,  head  of  Merrill's  retire- 
ment plan  services.  In  an  effort  to 
hook  potential  rollover  accounts, 
Merrill  is  negotiating  with  Forbes 
500s  companies  to  offer  retirement 
seminars  on  its  self -directed  iras. 

The  mutual  fimd  industry  has  been 
quick  to  respond.  Seven  of  the  ten 
largest  fund  families,  including  Fideli- 
ty, Vanguard,  Franklin  and  ids,  offer 
self-managed  iras  through  brokerage 
affiliates.  You  can  mix  no-load  funds 
with  other  securities  in  a  single  self- 
directed  IRA  at  one  of  the  no-load  fimd 
sponsors. 

Full-service  brokers  such  as  Merrill 
Lynch  usually  offer  the  broadest 
choice  of  investments — from  mutual 
fimds,  CDS,  Treasurys,  equities  and 
corporate  bonds  all  the  way  to  Ameri- 
can Eagle  gold  and  silver  coins.  (These 
coins  are  among  the  rare  exceptions  to 
the  IRS  rule  against  collectibles.) 
Charles  Schwab  has  lower  commis- 
sion rates  than  Merrill  but  can't  han- 
dle an  order  for  Ginnie  Maes. 

Do  shop  around.  A  recent  survey  by 
New  York  City-based  Mercer,  Inc.  of 
the  150  largest  discount  brokers  and 
banks  with  brokerage  affiliates  found 
that  self-directed  ira  setup  and  annu- 
al custodial  charges  typically  range 
anywhere  from  nothing  to  $50.  Com- 
mission fees  can  vary  by  $200  on  a 
$10,000  trade. 

Two  points  on  setting  up  a  self- 
directed  IRA.  One  is  that  you  generally 
have  to  set  it  up  with  cash.  Say  you 
have  500  shares  of  gm  in  your  regular 
brokerage  account  and  want  to  move 
it  into  your  ira  as  part  of  a  rollover 
contribution  of  $200,000.  You'll  have 
to  sell  the  gm,  contribute  all  cash  to 
the  IRA,  then  use  some  of  the  cash  to 
purchase  other  gm  shares.  Explain 
this  to  your  broker.  He  should  be  will- 
ing to  give  you  a  reduced  commission 
for  the  sale  and  repurchase  of  the 
shares. 

The  other  caution  has  to  do  with 
rolling  over  a  large  profit-sharing  dis- 
tribution. If  you  already  have  a  Keogh 
plan  (something  like  an  ira,  but  avail- 
able only  for  self-employment  earn- 
ings), that's  where  the  rollover  should 
go.  This  can  preserve  desirable  in- 
come-averaging provisions  if  you 
think  income  tax  rates  are  headed 
higher  and  want  to  respond  by  taking 
a  large  chunk  of  money  out  of  your 
tax-sheltered  plans  all  at  once.   ■ 


IRA 

brokerage  mart 

Each  of  these  firms  offers  self-directed  IRAs.  Pay  attention  to  annual 
fees  and,  if  you  expect  to  trade  frequently,  to  commissions. 

Firm 

Type  of  business 

Setup/ 
custodial  fees 

Commission 
rate' 

American  Trast  &  Savings  Bank 

regional  bank 

$0/150^ 

0.4% 

Citibank 

national  bank 

0/24 

1.3 

Fidelity 

fund-affiliated  broker 

0/30 

1.1 

Merrill  Lynch 

full -service  broker 

0/35-100 

2.6 

Pacific  Brokerage  Services 

deep-discount  broker 

25/35 

0.6 

T  Rowe  Price 

fund-affiliated  broker 

15/10 

1.0 

Quick  &  Reilly 

discount  broker 

0/25 

0.9 

Charles  Schwab  &  Co 

discount  broker 

0/18 

1.2 

Vanguard 

fund-aifiliated  broker 

20/10 

1.0 

'Commission  as  a  percentage  of  dollar  amount  of  trade,  average  for  three  trades:  500  shares  (a<  $20;  800  @ 
$25;  and  1,000  @  $5.    ^Excludes  $15-per-security  annual  charge. 

The  new  nondeductible  individttal  retire- 
ment accounts  may  make  sense  for  some 
risk-oriented  investors,  hut  most  conserva- 
tive investors  can  probably  do  better  things 
with  their  retirement  savings. 

The  IRA  most  folks 
can  do  without 


By  Laura  Saunders 


AN  INTELLIGENT  INVESTOR  WC 
know  insists  that  individual 
\  retirement  accounts  are  still  a 
good  deal  even  after  the  drubbing  they 
took  with  passage  of  1986's  Tax  Re- 
form Act.  "Sure,  my  contribution  to 
my  IRA  is  no  longer  deductible,"  he 
says,  "but  look:  Income  on  my  princi- 
pal still  compounds  tax  free  until  I 
retire,  and  the  ira  is  a  great  way  to 
escape  today's  onerous  capital  gains 
tax  rates.  You're  dam  right  I  still  put 
the  full  $2,000  a  year  into  my  ira.  My 
wife's,  too." 

Our  friend,  as  it  happens,  likes  a  lot 
of  risk  in  his  investment  life.  Because 
of  the  kinds  of  investments  he  makes, 
he  has  a  point  about  nondeductible 
IRAS.  But,  for  conservative  investors 
trying  to  create  sound  retirement  nest 


eggs,  there  are  smarter  things  to  do 
with  money  than  put  it  into  a  nonde- 
ductible IRA.  Says  River  Vale,  N.J.  fi- 
nancial planner  Steven  Enright  about 
nondeductible  iras:  "I  recommend 
them  to  very  few  of  my  clients." 

The  Tax  Reform  Act  of  1986  all  but 
abolished  the  deductible  ira — one  in 
which  the  capital  contribution  was 
made  in  untaxed  dollars.  Under  cur- 
rent law,  no  married  couple  with  ad- 
justed gross  income  of  $50,000  a  year 
qualifies  to  deduct  any  ira  contribu- 
tions, unless  neither  partner  is  cov- 
ered by  any  type  of  retirement  plan 
(including  a  401  (k)  or  Keogh).  There 
has  been  talk  in  Congress  about  rein- 
troducing a  more  widely  based  de- 
ductible IRA  to  increase  the  national 
savings  rate  (Forbes,  Aug.  21,  1989). 
This  is  a  great  idea,  but  so  far  it's 
only  talk. 
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With  nondeductible  iras,  one  puts 
aside  up  to  $2,000  a  year,  takes  no 
deduction  for  it,  but  enjoys  tax-free 
compounding  of  the  earnings  until 
withdrawal.  When  you  take  the  mon- 
ey out  (starting  between  ages  59 V2  and 
7OV2),  you  pay  tax  on  the  earnings  but 
not  on  the  principal  contribution. 

So  what's  wrong  with  tax-free  earn- 
ings on  your  capital?  Nothing.  But  the 
compounding  isn't  as  good  as  it  looks. 
For  another  thing,  with  an  ira  you 
give  up  considerable  liquidity.  Third, 
the  nondeductible  ira  can  interact 
with  other  retirement  plans  in  very 
unpleasant  ways. 

Let's  look  at  the  compounding  first. 
Suppose  you  open  the  nonde- 
ductible IRA  and  put  $2,000 
away  for  ten  years  in  Van- 
guard's long-term  Treasury 
bond  fund,  currently  yielding 
9%  on  a  compound  annual  ba- 
sis. We'll  further  assume  that 
after  ten  years  you'll  retire  and 
take  all  the  cash  out,  paying 
tax  on  the  accrued  interest  at 
the  top-bracket  rate  of  33%. 

Compounding  at  9%,  your 
$2,000  will  be  worth  $4,735  in 
ten  years.  But  remember: 
$2,735  of  that  is  taxable  inter- 
est. After  taxes,  the  nest  egg  is 
worth  only  $3,832. 

Compare  this  with  the  alter- 
native of  putting  the  $2,000 
into  Vanguard's  long-term 
municipal  bond  fund.  Com- 
pounding at  7%,  your  $2,000 
principal  will  grow  to  $3,934 
in  ten  years — and  there  is  no 
further  tax  to  pay.  Result:  On 
an  aftertax  basis,  you're  actually  $102 
better  off  without  the  ira. 

Note,  however,  that  the  longer  the 
money  is  in  the  account,  the  better 
the  ira  option  looks.  After  20  years, 
the  value  of  the  iRA-sheltered  Trea- 
sury fund  grows  to  $8, 1 70  after  taxes 
at  withdrawal,  against  $7,739  for  the 
muni  bond  fund. 

Our  friend  who  still  likes  his  non- 
deductible IRA  shows  his  true  inves- 
tor's colors.  "Okay,  maybe  the  com- 
pounding feature  isn't  a  persuasive 
reason  to  fund  an  ira,"  he  says.  "But 
who  uses  an  ira  for  Treasurys?  Since 
capital  gains  rates  jumped  to  33%,  I'm 
using  my  ira  to  shield  the  gains  on 
my  growth  stocks." 

If  this  fellow  (a)  trades  a  lot  and  (b)  is 
a  good  stock  picker,  he  has  a  point. 
But  evaluating  his  rationale  depends 
upon  some  very  uncertain  assump- 
tions, not  least  of  them  the  future  of 


capital  gains  taxes.  If  President  Bush 
persuades  Congress  to  lower  the  capi- 
tal gains  tax  rate  to,  say,  20%,  the  ira 
can  be  a  bad  choice  not  just  for  some 
bond-fund  investors  but  for  growth- 
stock  investors,  too.  That's  because 
the  IRA  has  the  nasty  effect  of  convert* 
ing  capital  gains  income  into  ordinary 
income — not  a  good  deal  should  capi- 
tal gains  rates  again  drop  below  in- 
come tax  rates. 

Let's  get  on  to  the  second  problem 
with  nondeductible  iras:  liquidity. 
Once  you  open  the  nondeductible  ira, 
the  money  is  stuck  there  until  you 
reach  age  59'/2.  Taking  it  out  earlier 
triggers  serious  penalties.  It's  much 


'>t».t/ V7v!.«',  'TF^yW 


t;:i3S- 


vii.^ 


^ 


h 


d 


harder  to  get  an  early  withdrawal 
without  penalties  from  an  ira  (say,  for 
medical  expenses)  than  from  a  401  (k). 
The  Internal  Revenue  Service's  Publi- 
cation 590  tells  more  about  prema- 
ture distributions. 

Still  interested  in  nondeductible 
IRAS?  Now  consider  the  pitfall  you 
land  in  if  you  have  other  iras,  from 
rolling  over  a  lump-sum  profit-shar- 
ing check,  for  example. 

The  trap  is  that  for  tax  purposes  the 
IRS  forces  you  to  aggregate  all  your 
IRAS  and  prorate  withdrawals  if  you 
take  money  from  any  of  them.  Re- 
member: Earnings  on  iras  aren't  tax 
free,  they're  just  deferred  until  you 
begin  to  withdraw  the  money.  Ideally, 
you  want  to  withdraw  first  from  funds 
on  which  some  taxes  have  already 
been  paid — namely,  from  the  nonde- 
ductible IRA.  But  the  IRS  insists  that 
from  day  one  some  of  the  withdrawal 


come  in  effect  also  from  the  deduct- 
ible IRA,  whose  distributions  are  fully 
taxable. 

Suppose  you  are  65  and  have  a  roll- 
over IRA  of  $500,000  from  a  corporate 
40 1  (k)  plan.  Any  money  taken  out  of 
this  IRA  is  going  to  be  fully  taxable. 
Suppose  also  that  you  have  a  nonde- 
ductible IRA  of  $5,000,  of  which 
$2,500  is  already- taxed  principal  and 
$2,500  is  interest  on  which  tax  has 
been  deferred. 

Now  say  you  want  to  withdraw 
$5,000  for  living  expenses.  You  want 
it  all  to  come  from  your  nondeduct- 
ible IRA,  because  that  way  you  will 
owe  tax  only  on  $2,500  (the  interest 
portion).  But  no  matter  that 
you  keep  the  money  in  differ- 
ent accounts  and  keep  careful 
records,  the  irs  rules  make 
you  prorate  the  withdrawal 
over  all  your  iras.  In  this  ex- 
ample, the  IRS  will  decree  that 
about  99%  of  any  withdrawal 
is  fully  taxable,  no  matter 
where  the  money  actually 
comes  from.  In  short,  the  non- 
deductible IRA  tax  shelter  you 
constructed  around  your 
$2,500  savings  account  is  pret- 
ty well  destroyed  the  moment 
you  withdraw  any  money. 

As  an  additional  headache, 
the  accounting  for  a  prorated 
withdrawal  is  difficult  in  the 
first  year  of  distributions.  In 
later  years  it's  hellish. 

One  can  construct  rather  ex- 
otic cases  in  which  a  nonde- 
ductible IRA  does  make  sense. 
Example:  If  you  don't  cash  out 
but  rather  leave  the  ira  in  your  estate 
to  your  spouse,  no  estate  tax  is  due  on 
it,  and  the  spouse — but  only  a 
spouse — can  roll  it  into  his  or  her  own 
ira.  If  the  spouse  survives  you  for 
many  years,  the  withdrawal  is  post- 
poned for  a  really  long  time,  giving 
the  capital  longer  to  compound. 

In  short,  the  nondeductible  ira  is 
good  for  a  relatively  small  group  of 
people.  Included  are  people  like  our 
friend — capital-gains-oricntcd  indi 
viduals  who  turn  over  their  invest- 
ments fairly  rapidly.  Another  benefi- 
ciary is  the  bond-fund  investor  whose 
ira,  for  whatever  reason,  will  remain 
untapped  for  a  long  time.  If  neither 
profile  fits  yours,  there  are  probably 
better  things  you  can  do  with  your 
retirement  money  while  waiting  for 
Congress  to  do  what  it  should  to  boost 
savings  in  this  country:  bring  back  the 
fully  deductible  ira.  ■ 
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The  history  of  the  civiUzed  world. 
One  month  at  a  tune. 


"The  most  beautiful 

thing  we  can  experience 

is  the  mysterious." 


Albert  Einstein 


The  world  is  still  full  of  mysteries  we  are 

eager    to    comprehend.    Of    questions    we 

would  like  to  answer. 

How,  for  example,  does  a  driver  react  in 

critical  traffic  situations? 

When  is  he  overtaxed? 

What  is  the  effect  of  a  new  drive  system  on 

driver  behavior? 

Is  rear-wheel  steering  advantageous? 

Our    research    center    in    Berim    answers 

countless    questions    such    as    these    with 

its  technological  "crystal  ball"  -  a  driving 


Daimler-  Benz  AG,  P.O.  Box  8002  30,  D-7000  Stuttgart  80,  Federal  Republic  of  Germany 


simulator  unmatched  in  the  world.  A 
sophisticated  computer  system  simulates 
the  images,  motions  and  sounds  of  driving 
under  surprisingly  realistic  conditions. 
With  this  fascinating  device,  our  researchers 
test  new  concepts  for  cars  and  commercial 
vehicles  to  determine  the  optimum  inter- 
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action  between  driver  and  technology. 
Through  the  constant  exchange  of  tech- 
nology and  ideas  among  the  Daimler-Benz 
Group's  Mercedes-Benz,  AEG  and  Deutsche 
Aerospace  corporate  units,  we  are  unlocking 
mysteries  -  and  providing  realities  to  en- 
hance the  benefits  of  the  automobile  for 
the  driver. 


DaimlerBenz 


If  you  live  in  a  state  that  looks  harshly  on 


so-called    unearned    income,     Treasury 

bonds  may  he  very  attractive  indeed. 

< 

The  states 
are  hungry 


By  Katarzyna  Wandycz 


Danger  spots  for  investors 

Connecticut  takes  the  dubious  honor  of  having  the  highest  income  tax 
bracket  in  the  nation.  Its  tax  rate  of  14%  on  dividends  and  interest 
applies  when  a  taxpayer's  adjusted  gross  income  from  all  sources  is  over 
$100,000.  Here's  a  rundown  on  how  the  states  treat  investment  income. 
Rates  are  for  joint  returns. 

State 

Top  1990  tax 

interest  &  dividends 

^ 

long-term  capital  gains 

Alabama' 

5%  above  $6,000 

same 

Alaska 

none 

none 

Arizona' 

8%  above  $15,480 

same 

Arkansas 

7%  above  $25,000 

same 

California 

9.3%  over  $52,850 

same^ 

Colorado 

5%  flat  rate 

same 

Connecticut^ 

14%  above  $100,000"" 

7%  flat  rate  above  $200 

Delaware 

7.7%  above  $40,000" 

same 

D.C. 

9.5%  above  $20,000 

same 

Florida 

none 

none 

Georgia 

6%  above  $10,000 

same 

Hawaii 

10%  over  $41,000 

7.25%  above  $7,000'^ 

Idaho 

8.2%  over  $40,000 

same'' 

Illinois 

3%  flat  rate 

same 

Indiana 

3.4%  flat  rate 

same 

Iowa' 

9.98%  above  $46,710 

same'' 

Kansas 

5.15%  above  $35,000 

same 

Kentucky'^ 

6%  above  $8,000 

same 

Louisiana' 

6"/o  above  $100,000 

same 

Maine 

8.5%  above  $32,000 

same 

Here's  a  zinger  from  Taxachu- 
setts,  whose  economy  is  falling 
apart  and  whose  government 
can't  balance  its  budget.  If  you  live  in 
Boston  and  put  money  in  an  out-of- 
state  bank  account,  your  state  income 
tax  on  the  interest  is  10%.  If  you 
deposit  the  money  locally,  your  tax 
rate  is  only  5%. 

A  lawyer  could  make  a  federal  case 
out  of  this  discrimination  against  in- 
terstate commerce.  But  why  bother? 
A  better  response  is  to  buy  neither  a 
local  nor  an  out-of-state  certificate  of 
deposit.  Instead,  buy  a  U.S.  Treasury 
note.  Its  interest  is  exempt  from  Mas- 
sachusetts tax. 

When  you  invest,  don't  overlook 
the  effect  of  state  taxes.  To  be  sure, 
the  effective  cost  of  state  income  tax- 
es is  reduced  by  the  fact  that  they  can 
be  deducted  on  your  federal  return. 
But  they  are  still  a  nasty  surprise  for 
many  successful  investors. 

Consider  Connecticut,  which  leads 
the  pack  in  penalizing  investors.  Con- 
necticut exempts  salaries  from  its  in- 
come tax,  but  the  top  tax  rate  on  in- 
terest and  dividends  is  a  draconian 
14%,  and  the  flat  rate  on  capital  gains 
recently  has  been  more  than  doubled, 
to  7%.  You  can  escape  the  interest  tax 
by  putting  your  money  in  Treasurys. 
(Capital  gains  from  Treasurys  are  not 
exempt,  however.) 

New  York,  unlike  Connecticut, 
taxes  salaries  as  well  as  "unearned" 
income,  but  its  top  rate  is  a  bit  lower. 
With  the  additional  city  income  tax 
thrown  in,  the  maximum  tax  bracket 
for  a  New  York  City  resident  is 
1 1 .3% .  That  marginal  rate  would  hit  a 
married  couple  whose  total  taxable 
income  is  above  $108,000.  Also,  May- 
or Dinkins  is  proposing  to  surcharge 
such  "wealthy"  people. 

State  taxes  arc  looming  larger  than 
ever  before  in  investment  planning,  in 
part  because  the  states  arc  reluctant 
to  cut  spending  and  are  scrounging  for 
new  ways  to  tax.  The  1986  federal  tax 
act  reduced  the  top  marginal  rate  from 
50%  to  28%  for  the  richest  taxpayers, 
which  also  has  the  effect  of  making 
state  taxes  more  painful,  since  the 
advantage  of  deducting  them  on  your 
federal  return  is  less.  A  few  years  ago 
Connecticut's  wealthiest  investors 
were  looking  at  an  effective  Connecti- 
cut rate  of  6%:  a  12%  state  rate  offset 
by  the  advantage  of  deducting  state 
taxes  on  the  federal  return,  where  the 
marginal   rate   was  50%.   Now   that 
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same  Connecticut  resident  is  looking 
at  an  effective  rate  of  just  over  10%. 
That's  a  pretty  hefty  boost. 

Here's  another  worry.  If  you  have 
too  many  special  deductions  and 
"preferences"  on  your  federal  return, 
you  wind  up  paying  not  the  regular 
tax  but  the  alternative  minimum  tax. 
In  that  case  you  get  no  current  benefit 
from  deducting  state  taxes.  This  hap- 
pens to  a  lot  of  wealthy  investors. 

What  should  you  do  if  you  live  in  a 
high-tax  state?  First,  don't  buy  certifi- 
cates of  deposit,  corporate  bonds  or 
foreign  bonds,  except  in  a  tax-shel- 
tered account  such  as  an  ira.  Use  ei- 
ther Treasurys  or  local  municipal 
bonds  for  your  fixed-income  invest- 
ing. Second,  for  your  equity  invest- 
ments, put  a  preference  on  low-divi- 
dend growth  stocks.  Hold  on  to  win- 
ners for  as  long  as  you  can.  If  you  are 
fortunate,  you  can  hold  off  realizing 
the  gains  until  you  have  retired  and 
moved  to  a  low-tax  state.  Third,  for 
your  liquid  assets,  use  a  Treasury- 
only  fund  or  a  tax-free  money  market 
that  buys  local  paper. 

Or  you  could  move.  The  best  states 
for  investors  are  those  that  don't  tax 
interest,  dividends  and  capital  gains 
at  all.  On  this  honor  roll  are  Alaska, 
Nevada,  South  Dakota,  Texas,  Wash- 
ington and  Wyoming.  None  of  these 
states  taxes  "earned"  income,  either. 
Florida  has  no  personal  income  tax 
but  levies  an  armual  0.1%  wealth  tax 
on  portfolios  above  $20,000.  A  simple 
millionaire  pays  $  1,000  a  year — pretty 
reasonable  compared  with  states  with 
income  taxes. 

The  table  lists  other  variations  in 
the  tax  rate  game.  New  Hampshire 
and  Tennessee,  for  example,  do  not 
tax  capital  gains  but  do  tax  interest 
and  dividends.  Maryland  taxes  capital 
gains  at  slightly  more  than  half  its 
regular  income  tax  rates,  while  Wis- 
consin taxes  them  at  slightly  less  than 
half.  Iowa  now  gives  a  45%  exclusion 
on  the  first  $1 7,500  of  capital  gains  for 
most  investors,  while  Idaho's  capital 
gains  tax  favors  in-state  timber,  farm- 
ing and  manufacturing. 

States  also  vary  in  what  they  define 
as  taxable  income.  Many  states  use 
either  federal  taxable  income  or  ad- 
justed gross  income  as  a  starting 
point,  but  a  few,  including  Pennsylva- 
nia and  New  Jersey,  use  gross  income. 
If  you  live  in  New  Jersey  and  eam 
$100,000  from  your  portfolio  while 
losing  $100,000  on  your  dental  prac- 
tice, you  will  pay  no  federal  tax,  but 
you  will  owe  Governor  Florio  $2,900. 


State 


Maryland 


Massachussetts^ 


Michigan 


Minnesota 


Mississippi 


Missouri* 


Montana' 


Nebraska 


Nevada 


New  Hampshire^ 


New  Jersey 


New  Mexico 


New  York 


North  Carolina 


North  Dakota'* 


Ohio 


Oklahoma' 


Oregon^ 


Pennsylvania 


Rhode  Island 


South  Carolina 


South  Dakota 


Tennessee 


Texas 


Utah 


Vermont 


Virginia 


Washington 


West  Virginia 


Wisconsin 


Wyoming 


Danger  spots  for  investors 


interest  &  dividends 


-Top  1990  tax  rate  on- 


long-term  capital  gains 


5%  above  $3,000 


3%  above  $3,000' 


10%  flat  rate' 


5%  flat  rate'° 


4.6%  flat  rate 


8.5%  above  $75,500' '-" 


5%  above  $10,000^ 


6%  above  $9,000 


11.5%  above  $52,500'*''-' 


6.41%  above  $45,000 


5%  flat  rate'^'^" 


3.5%  above  $50,000 


8.5%  above  $64,000 


same 


7.875%  above  $26,000 


7%  above  $21,500 


same 


12%  above  $50,000^ 


same 


6.9%  above  $100,000 


10%  above  $24,000' 


9%  above  $10,000 


2.1%  flat  rate" 


22.96%  of  federal  tax  liability 


7%  above  $10,000 


same 


none 


6%  flat  rate" 


none 


7.2%  above  $7,500 


28%  of  federal  tax  liability 


5.75%  above  $17,000 


none 


6.5%  above  $60,000 


same 


6.93  above  $20,000 


2.77%  above  $20,000^ 


'State  allows  deduction  for  federal  taxes,  which  usually  helps  lower  effeaive  rates.  ^State  allows  credit 
equal  to  4.5%  of  gain  from  sale  of  in-state  rental,  residential  or  farm  property.  ^State  has  no  tax  on  earned 
income.  ^Applies  to  returns  where  federal  adjusted  gross  income  exceeds  $100,000.  ''State  allows  a 
60%  deduction  on  some  real  estate,  business  assets  and  livestock.  ""State  allows  a  45%  deduction  on  die 
first  $17,500  of  income  from  the  sale  of  cenain  actively  managed  business  property.  ^Effective  rate  after 
allowing  a  40%  exclusion  of  capital  gains.  ^Rates  on  interest  and  dividends  are  hig.  \er  than  those  on 
earned  income.  '^Interest  on  in-state  savings  accounts  taxed  at  5%.  '°Effeaive  rate  after  a  50% 
exclusion.  "Rate  lowers  to  8%  at  $165,000.  '^If  an  individual's  income  including  the  capital  gain  is 
taxed  at  a  rate  in  excess  of  7.25%,  the  capital  gain  is  taxed  at  only  7.25%.  '^State  allows  only  a  deduaion  of 
federal  tax  liabilit\-  paid  prior  to  1990.  The  deduction  will  be  eliminated  in  1991.  '"Including  a  5% 
surtax.  '^Married  filing  jointly  older  than  65  can  exclude  up  to  $1,600  of  interest  income.  "^Allows  a 
40%  exclusion  for  installment  sale  contracts  that  occurred  before  January  1987.  '^$1 .200  of  interest  and 
dividend  income  exempt  for  individuals;  $2,400  if  filing  jointly.  '^Taxpayers  may  ciea  an  alternative 
mediod  of  paying  14%  of  federal  tax  liability.  "Without  the  federal  deduction  the  top  rate  is  7%  above 
$21,000  for  married  filing  jointly.  ^"Federal  deduction  limited  to  $3,000  on  a  joint  or  single  return; 
married  filing  separately  can  deduct  up  to  $1,500.  ^'6%  on  capital  gains  held  two  or  more  years.  ^^After 
giving  effect  to  a  60%  exclusion.  -*State  taxes  interest  income  from  U.S.  Treasurys  held  in  government 
bond  funds.     '^Exemptions  include  interest  from  New  Hampshire  and  Vermont  banks  and  credit  unions. 
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Vermont  and  Rhode  Island  piggy- 
back their  taxes  on  your  federal  re- 
turn: Your  state  tax  is  simply  a  per- 
centage of  your  federal  tax  bill.  North 
Dakota  allows  its  taxpayers  to  pay 
either  regular  state  rates — up  to  12% 
on  investment  income — or  a  piggy- 
backed 14%  of  their  federal  tax  liabil- 
ity. The  piggyback  rules  have  special 
adjustments  to  exempt  interest  on 
U.S.  Treasurys  from  state  tax. 

Several  states  allow  residents  to  de- 
duct federal  taxes  from  state  returns 
jn  a  way  that  helps  lower  effective 
rates  on  investment  income.  In  some 
states,  taxes  sometimes  can  be  mini- 
mized by  putting  income-yielding  in- 
vestments in  the  name  of  the  lower- 
salaried  spouse.  Arkansas,  for  in- 
stance, has  a  top  rate  of  7%,  starting 
at  $25,000  for  both  married-joint  re- 
turns and  married-separate.  "They 
file  separately  unless  they  are  not  too 
bright,"  says  Timothy  Leathers,  Ar- 
kansas commissioner  of  revenue. 

Pay  attention  to  how  your  state 
treats  municipal  bond  interest.  Most 
of  them  tax  munis  from  out  of  state 
and  exempt  munis  from  within  the 
state.  In  the  District  of  Columbia  and 
New  Mexico,  all  municipal  bonds  are 
exempt  from  state  taxes.  Illinois, 
Iowa,  Kansas,  Utah  and  Wisconsin  ex- 
empt some  and  tax  others.  New  York 
allows  you  to  escape  state  taxes  on 
local  private-purpose  muni  bonds, 
even  though  they  are  sometimes  fed- 
erally taxable.  Most  states  allow  the 
source  of  muni  interest  (local  or  not) 
to  flow  through  a  mutual  fund  to  you. 
All  but  seven  states  allow  the  exemp- 
tion for  Treasury  interest  to  flow 
through  a  fund. 

Remember,  too,  that  some  invest- 
ments are  full  of  pitfalls,  no  matter 
where  you  live.  If  you  invest  in  a 
partnership  or  even  a  publicly  traded 
master  limited  partnership,  you  may 
have  to  file  and  pay  taxes  in  every 
state  where  the  partnership  does  a 
certain  amount  of  business.  "The  ad- 
ministrative pain  of  filing  zillions  of 
returns  may  outweigh  the  economic 
advantages,"  advises  Price  Water- 
house  tax  expert  John  Fielding. 

Fielding  recalls  a  Connecticut  resi- 
dent who  owned  shares  in  a  partner- 
ship that  sold  assets  in  New  York 
City.  The  shareholder  was  surprised 
to  discover  that  he  owed  both  New 
York  and  Connecticut  capital  gains 
tax,  and  that  neither  state  would  give 
him  credit  for  the  tax  he  paid  to  the 
other  state.  As  if  life  weren't  already 
difficult  enough  for  the  investor.  ■ 


Fed  up  with  your  state's  high  taxes,  you 
retire  to  Florida.  Now  your  former  home 
state  announces  that  it  can  tax  you  for  the 
rest  of  your  life.  Outrageous?  Sure.  Here's 
what  you  can  do  about  it. 

The  pension 
snatchers 


By  Janet  Nofvack 


California's  politicians  have 
come  up  with  an  ingenious 
way  to  raise  revenues  without 
risking  a  revolt  by  the  voters.  They 
levy  taxes  on  people  who  can't  vote, 
namely,  out-of-staters. 

The  out-of-state  victims  are  retir- 
ees, those  who  used  to  work  in  Cali- 
fornia but  fled  the  state  and  its  steep 
income  tax  rates.  California's  posi- 
tion: If  you  earned  your  pension  in 
this  state,  then  you  owe  us  taxes 
when  you  collect  it,  no  matter  where 
you  live. 

New  York  puts  the  arm  on  depart- 
ing retirees  by  taxing  lump-sum  pen- 
sion distributions  earned  while  work- 
ing in  New  York.  Nine  states  tax  iras 
held  by  former  residents.  Several 
states  are  going  after  deferred  com- 
pensation paid  to  ex-residents. 

If  you  are  nearing  retirement,  and 
particularly  if  you  plan  to  retire  from 
a  high-tax  state  to  Florida,  which  has 
no  income  tax,  keep  an  eye  on  what 
your  former  home  is  doing  to  tax  ex- 
residents.  There  arc  ways  to  mini- 
mize the  damage. 

How  far  can  a  state's  taxing  power 
reach?  In  1920  the  Supreme  Court 
ruled  that  states  can  tax  nonresidents 
on  income  earned  within  their  bor- 
ders. Example:  You  work  in  Massa- 
chusetts, live  in  New  Hampshire. 
Massachusetts  takes  income  tax  out 
of  your  pay. 

Investors  come  across  this  taxing 
power  if  they  own  partnership  inter- 
ests. Example:  You  live  in  Texas  but 
own  a  piece  of  a  New  York  City  real 
estate  deal.  The  New  York  partner- 


ship sells  its  building  at  a  gain  and 
you  receive  a  letter  a  few  years  later 
from  New  York  assessing  you  for  cap- 
ital gains  taxes.  (New  York  sends  out 
more  than  2,000  such  letters  a  year.) 

How  about  interest  and  dividends 
from  companies  within  a  state  that  are 
paid  to  out-of-staters?  In  the  vast  ma- 
jority of  cases,  states  can't  constitu- 
tionally tax  these  payments.  Anyway, 
it  would  be  futile  to  go  after  them.  If 
New  York  tried  to  tax  a  Texan  on  his  cd 
at  Manufacturers  Hanover,  he  would 
withdraw  the  money  fast. 

Taxing  a  nonresident  on  pension 
income  is  another  matter.  The  hap- 
less victim  cannot  move  his  pension 
"source."  Hence,  the  greedier  states 
demand  a  piece  of  retirement  income 
from  former  residents.  Traditionally, 
these  taxes  often  haven't  been  paid. 
Many  retirees  don't  know  they  owe 
them.  Others,  says  Ernst  &.  Young  tax 
expert  Louis  Jacobson,  "take  the  atti- 
tude, 'Let  them  come  and  get  me.'  But 
they're  being  very  silly." 

Why?  Because  powerful  computers 
and  information-sharing  agreements 
arc  helping  the  states  grab  more  out- 
of-state  money.  Some  states  are  even 
making  preemptive  enforcement 
strikes.  In  January,  Minnesota  began 
requiring  partnerships  to  withhold 
8%  from  payments  to  nonresidents. 

California,  for  its  part,  is  consider- 
ing requiring  its  employers  to  report 
pension  payments  to  nonresidents. 
The  state  figures  it  gets  only  30%  of 
the  pension  taxes  owed  by  out-of- 
staters.  It  already  goes  after  retirees  it 
knows  about:  mostly  former  state 
workers.  The  state  turns  up  about 
18,000  nonresidents  a  year  who  it 
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In  a  competitive  environment  where 
efficiency  cour^ts,  aircraft  commonality  has 
become  an  important  issue. 

Airbus  fly-by-wire  technology  applied 
to  the  A320/A321,  A330  and  A340  provides  all 
these  aircraft  with  identical  handling 
characteristics.  Flight  decks  are  virtually 
identical  in  layout  and  instrumentation; 
systems  are  designed  using  the  same 
philosophy. 

The  unique  result  is  a  Cross  Crew 
qualification  across  this  150  to  350  seat  new 
generation  family.  Only  Airbus  Industrie  can 
offer  this. 


The  benefits,  derived  from  a  Cross 
Crew  qualification  between  such  differently 
sized  aircraft,  are  enormous: 

Difference  Training  courses  lasting  days 
replace  Full-Type-Rating  courses  lasting 
weeks. 

Unprecedented  flight  crew  mobility 
between  aircraft  types. 

Stand-by  time  substantially  reduced. 

All  this  increases  flight  crew 
productivity  while  easing  scheduling  and 
reducing  overhead. 

The  bottom  line  is  a  saving  per  aircraft 
of  $250,000  to  $400,000  every  year.  The  same 


as  you  would  achieve  by  further  reducing  the 
fuel  burn  of  these  already  fuel-efficient 
aircraft  by  10%. 

This  is  just  one  of  the  ways  Airbus 
Industrie  reduces  airline  costs  by  employing 
advanced  technology  to  simplify  complex 
tasks. 
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claims  owe  back  taxes  on  California- 
source  income,  including  pensions. 

And  New  York  has  a  special  trick:  It 
often  refuses  to  believe  that  retirees 
have  moved  to  Florida  and  continues 
to  tax  them  as  residents.  Naive  retir- 
ees figure  that  by  spending  seven 
months  a  year  in  Florida  they've  be- 
come Florida  residents.  Sounds  rea- 
sonable. But  New  York  is  so  aggres- 
sive that  tax  planners  now  advise  re- 
tirees to  sell  New  York  co-ops  and 
quit  New  York  clubs  if  they  don't 
want  to  pay  New  York  taxes. 

Note  that  New  York  is  not  as 
greedy  as  California  on  pensions.  It 
exempts  $20,000  of  a  resident's  annu- 
al retirement  income  from  tax,  and  it 
lets  former  residents  off  altogether  if 


their  retirement  income  takes  the 
form  of  an  annuity.  An  out-of-stater 
taking  distributions  from  a  New  York 
source  ira,  however,  usually  will 
have  to  pay  some  New  York  taxes. 

New  York  also  taxes  lump-sum 
pensions  and  profit-sharing  distribu^ 
tions  paid  to  former  residents  who 
earned  the  benefits  from  New  York 
employment.  Solution:  Elect  an  annu- 
ity, or,  if  you  take  a  lump  sum,  roll  it 
over  into  an  ira. 

Anthony  Curatola,  a  Drexel  Uni- 
versity accounting  professor  who  sur- 
veyed the  states'  ira  taxes,  also  found 
state  taxes  on  pensions  vary  widely. 
For  example,  20  treat  lump-sum  dis- 
tributions (if  not  rolled  into  an  ira)  as 
ordinary  income,  not  even  allowing 


the  special  five-  and  ten-year  averag- 
ing permitted  by  the  feds.  But  6  others 
with  income  taxes — Hawaii,  Illinois, 
Louisiana,  Michigan,  Missouri  and 
West  Virginia — don't  tax  lump-sum 
distributions  from  a  pension  plan  at 
all  if  you  elect  five-  or  ten-year  averag- 
ing on  your  federal  return. 

If  you  move  from  one  high-tax  state 
to  another  high-tax  state,  one  of  the 
states  will  usually  grant  a  credit  for 
taxes  paid  to  the  other.  But  retirees 
who  move  to  a  state  without  an  in- 
come tax  are  simply  out  extra  money. 

Planning  can  help.  Here  are  some 
suggestions. 

Ernst  &.  Young  partner  Kenneth 
Zemsky  says  one  of  his  clients  saved 
nearly  $1  million  by  establishing  legal 
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residence  in  Florida  before  selling  a 
New  York  business.  (It  was  crucial 
that  the  retiree  sold  not  business  as- 
sets but  stock  in  a  business.)  Coopers 
&.  Lybrand's  Joseph  Nugent  had  one  of 
his  Maryland  clients  move  to  Florida 
before  receiving  a  large  lump  sum. 
Maryland  doesn't  apply  its  combined 
7.5%  state  and  local  income  tax  to 
nonresident  pension  income.  The  ex- 
ecutive saved  nearly  a  half-million 
dollars. 

Even  retirees  who  stay  put  can  find 
useful  quirks.  In  Pennsylvania,  retire- 
ment income  isn't  subject  to  either 
the  state's  2.1%  income  tax  or  Phila- 
delphia's 4.3%  nonresident  wage  tax. 
That  may  not  sound  like  much — until 
you  consider  the  head  of  a  Philadel- 


phia-based company  who  retired  last 
December.  On  Nugent's  advice,  he 
delayed  receiving  $1.5  million  in  de- 
ferred compensation  until  January, 
thus  making  it  "pension"  income  ac- 
cording to  Pennsylvania's  unusually 
liberal  definitions.  Savings:  more  than 
$90,000  in  state  and  local  taxes. 

Another  useful  device,  says 
Zemsky:  A  resident  of  Connecticut  or 
New  Jersey  who  works  in  New  York 
should  try  to  travel  for  business  as 
much  as  possible  in  the  three  years 
before  retirement.  That's  because 
New  York  taxes  nonresidents  only  on 
income  earned  in  New  York.  With 
lump-sum  retirement  payments,  it 
calculates  its  share  based  on  the 
amount    of    time    the    nonresident 


worked  in  New  York  m  the  year  of 
retirement  and  the  prior  three  years. 

In  most  states,  the  basic  defensive 
move  is  to  put  lump  sums  into  your 
IRA  and  then  avoid  taking  a  distribu- 
tion from  your  ira  until  you  absolute- 
ly need  the  money  or  legally  have  to 
start  taking  it  out.  According  to  feder- 
al rules,  that  happens  in  the  year  you 
turn  JOVi.  At  that  point,  you  should 
take  the  legal  minimum,  determined 
by  dividing  the  account  balance  by 
the  combined  life  expectancy  of  you 
and  your  spouse. 

Next,  it  might  pay  to  contest  a  por- 
tion of  the  assessment.  Say  the  ira  is 
from  a  rollover  of  a  $300,000  profit- 
sharing  distribution.  You  worked  30 
years  for  ibm,  10  in  California  and  20 
in  Illinois.  How  can  California,  in 
good  conscience,  tax  more  than  a 
third  of  the  money  you  pull  out  of 
that  ira?  It  can't,  if  you're  not  a  resi- 
dent, so  keep  good  records  of  where 
you  worked. 

Or,  let's  say  you  took  a  $1,500  ira 
deduction  in  1980  while  working  in 
California.  Immediately  thereafter, 
you  took  a  job  in  Illinois.  The  account 
has  now  grown  to  $3,000,  and  you 
withdraw  the  money.  How  much  of  it 
is  taxable  by  California?  Only  half, 
since  all  the  compounded  interest 
was  earned  outside  of  California. 

In  fact.  University  of  Georgia  law 
professor  Walter  Hellerstein,  an  ex- 
pert on  state  taxation,  says  a  state 
cannot  constitutionally  make  a  claim 
on  any  earnings  of  a  former  resident's 
40 1  (k),  Keogh  or  ira  that  accrue  after 
he  leaves  the  state.  "I'd  take  that  one 
on  contingency,"  he  quips. 

On  the  other  hand,  Oregon  doesn't 
tax  any  earnings  on  a  former  resi- 
dent's ira,  only  the  principal  that  you 
deducted  years  ago  on  your  state  re- 
turn. There,  the  issue  could  become 
one  of  identifying  which  dollars  you 
are  taking  out  of  the  ira.  It  all  be- 
comes insanely  complicated,  but  the 
complications  just  m.ght  work  in 
your  favor. 

"There's  an  obvious  need  for  some 
sort  of  rationality  among  the  states," 
says  New  York  lawyer  Arthur  Rosen, 
chairman  of  an  American  Bar  Associ- 
ation subcommittee  studying  extra- 
territorial tax  grabs  by  the  states.  And 
maybe,  just  maybe,  California's  pur- 
suit of  nonresidents  will  provoke 
Congress  to  declare  a  cease-fire.  Ne- 
vada's congressmen  are  pushing  a  bill 
to  make  it  illegal  for  states  to  tax 
nonresidents'  pensions.  More  power 
to  them.  ■ 
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These  days  you  cant  give  money  away  without  first  carefully 
studying  your  portfolio  and  then  talking  to  a  tax  lawyer. 


How  to  avoid  tax  traps 

in  giving 


By  Laura  Saunders 


Tl  HE  CHARITY  PEOPLE  are  a  pretty 
aggressive  bunch,"  says  tax  ex- 
pert Leon  Nad,  retired  director 
of  tax  consulting  for  Price  Water- 
house.  From  the  way  some  of  them 
talk,  you'd  think  you  could  use  the 
tax  law  to  make  money  by  giving  it 
away.  Not  quite:  Gimmicks  for  get- 
ting tax  savings  in  excess  of  the  con- 
tribution ended  years  ago. 

Still,  it  does  pay  to  structure  your 
large  contributions  carefully.  Thanks 
to  Uncle  Sam's  crazy-quilt  tax  law, 
"the  same  gift  made  in  several  differ- 
ent ways  will  yield  remarkably  differ- 
ent results,"  says  Byron  A.  Parker,  a 
tax  expert  with  kpmg  Peat  Marwick 
in  Dallas. 

Take  this  simple  example.  Say  you 
want  to  give  $11,000  to  your  alma 
mater.  If  you  send  the  school  $11, 000 


worth  of  stock  you  bought  years  ago 
for  $1,000,  you'll  get  a  federal  tax  ben- 
efit from  the  donation  of  $3,630  if  you 
are  in  the  highest  tax  bracket,  and  you 
won't  owe  capital  gains  tax  on  the 
appreciation  in  the  stock.  If,  in  con- 
trast, you  simply  sell  the  stock  and 


send  a  check  for  $11,000  to  the 
school,  your  capital  gains  tax  will 
wipe  out  all  but  $330  of  the  tax  bene- 
fit from  your  donation. 

Giving  away  stock  to  a  private 
foundation  isn't  nearly  so  cost  effec- 
tive. Depending  on  what  kind  of  com- 
pany you're  donating  stock  in,  you 
may  get  a  deduction  only  for  your 
original  cost  of  the  stock,  or  $1,000. 
And  giving  stock  in  a  privately  held 
company  to  a  private  foundation  can 
cause  the  foundation  itself  to  owe  tax- 
es when  it  sells  the  stock. 

Unfortunately,  the  tax  law  on  char- 
itable gifts  is  chock-full  of  such  haz- 
ards. That's  because  it  limits  contri- 
butions in  three  different,  but  inter- 
locking, ways:  by  type  of  gift,  by  type 
of  donee  organization  and  by  the 
amount  of  the  donor's  federal  adjust- 
ed gross  income.  The  table  below 
sketches  how  these  rules  interact. 


How  much  can  you  deduct? 


Deductions  for  charitable  contributions  are  limited  in 
three  complex  and  interacting  ways:  by  type  of  gift,  by 


type  of  donee  and  by  the  amount  of  your  federal  adjust- 
ed gross  income  (AGI).  Here's  a  brief  guide. 


Type  of  gift 


Gifts  to  public  charities' 
amount  of  gift  %  of  AGI 

deductible  deductible 


Gifts  to  private  foundations 
amount  of  gift  %  of  AGI 

deductible  deductible 


Cash 


all 


50% 


all 


30% 


Securities  and  real  estate  held  over  12  months 


fair  market  value 


30 


cost 


20 


Related  tangible  personal  property^ 


fair  market  value 


50 


cost 


30 


Securities  and  real  estate  held  under  12  months 


50 


cost 


30 


Unrelated  tangible  personal  property^ 


cost 


50 


cost 


20 


Ordinary  income  property* 


cost 


sn 


cost 


V) 


In  all  instances,  cost  means  the  lesser  of  tax  basis  or  fair  market  value.  Fair  market  value  must  be  reduced  l)y  depreciation  recapture,  if  any  'Includes  private 
foundations  called  passthrough  foundations  and  operating  foundatioas.  ■'Deductible  amount  is  fair  market  value  if  properr\'  is  publicly  traded,  M>ro[H*ny  i.s 
related  if  used  by  the  donee  in  its  exempt  function — a  painting  given  to  a  museum,  for  example  'Includes  inventory,  some  oil  and  gas  assets,  and  depreciated 
business  equipment,  among  others. 
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"My  trust  account  at  Schwab 
assures  he'll  have  the  legacy 
he  deserves— and  gives  me 
the  investment  control  I  want'.' 


"At  Schwab,  I  manage  my  trust  for 
less  and  I  can  caD  my  own  plays." 


I've  managed  my  invest- 
ments successfully  for 
years.  So  why  should  any- 
one tell  me  how  to  manage 
the  money  I'm  passing  on  to 
my  grandson?  When  I  set 
up  my  living  trust,  I  opened 
a  brokerage^  trust  account 
at  Schwab  t^o  manage  the 
assets— and  I  couldn't  be  happier 
with  the  service  I  get. 

I  save  on  fees  and  commissions. 

At  Schwab,  I  pay  only  the 
low  commission  on  trades.  At 
a  bank  or  trust  institution,  I  may 
be  charged  custodial  and  man- 
agement fees. 
It's  easy  to  manage  trust  assets. 

The  convenience  of  trading 
with  Schwab  convinced  me  to 

Member  SIPC        ©  1990  Charles  Schwab  &  Co.,  Inc. 


Advantages  of  a 
Trust  Account  at  Schwab 

Minimum  Opening  Deposit 

None 

Custodial  Fee 

None 

Management  Fee 

None 

Commissions  Savings 

Up  to  76%* 

•Based  on  a  January  1990  survey  by  Charles  Schwab  &  Co.,  Inc. 

transfer  all  my  trust  securities 
to  Schwab.  Now  I  can  trade  or 
switch  investments  by  phone,  24 
hours  a  day,  7  days  a  week.  And 
uninvested  cash  in  my  account 
earns  income  automatically. 

I  have  more 
investment  options. 

Many  banks  offer 
me  only  a  limited 


funds.  But  Schwab  gave 
me  hundreds  of  investment 
options.  I'm  fulfilling  my 
current  financial  needs 
better  and  helping  to  shape 
a  brighter  future  for  my 
grandson. 

For  immediate  infor- 
mation on  a  trust  account 
at  Schwab  or  the  answer  to  any 
questions,  contact  your  local 
Schwab  branch.  For  our  Trust 
Services  package,  with  a 
FREE  Estate  Planning  Guide, 
call  this  toll-free  number: 

1-800-633-9100 


choice  of  pooled  VllldriCS  dCtlWaU 

We  give  you  rrwre  ways  to  succeed. 


Let's  start  with  the  type  of  gift,  and 
work  in  descending  order  of  desirabil- 
ity. Cash  is  the  least  restricted  gift, 
always  fully  deductible  unless  the 
other  limits  described  below  kick  in. 

Next  most  favored  are  intangible 
appreciated  investments,  such  as 
stocks  and  bonds,  that  would  generate 
a  long-term  capital  gain  if  sold.  (Note 
that  the  distinction  between  long- 
term  and  short-term  capital  gams  still 
holds  here,  though  it  has  been  all  but 
abolished  elsewhere  in  the  code.) 
Such  gifts  are  sometimes  deductible 
at  fair  market  value  and  sometimes 
not,  depending  on  other  limits  having 


^^--^^t'^f*^ 


to  do  with  donor  and  donee. 

The  same  goes  for  appreciated  tan- 
gible personal  property  such  as  art  or 
antiques,  if,  as  with  a  painting  donat- 
ed to  a  museum,  the  charity  is  actual- 
ly going  to  use  it.  Appreciated  land  is 
also  deductible  at  fair  market  value  in 
some  cases. 

Next  in  the  hierarchy  are  buildings. 
Again,  subject  to  other  limits  dis- 
cussed below,  you  can  deduct  the 
building's  fair  market  value,  even 
though  its  original  cost  may  be  far 
lower.  You  don't  owe  any  capital 
gains  tax  on  the  appreciation.  Howev- 
er, you  do  have  to  reduce  the  deduc- 


tion by  any  deprecia- 
tion "recapture," 
which  is  all  or  some  of 
the  amount  by  which 
your  depreciation  de- 
ductions over  the  years 
were  accelerated. 

Next  come  short- 
term  capital  gain  assets 
and  ordinary  income 
property,  such  as  in- 
ventory, depreciated 
property  other  than 
buildings,  or  securities 
held  for  less  than  12 
months.  You  may  de- 
duct only  the  original 
cost  of  these  items  (less 
depreciation)  or  fair 
market  value,  which- 
ever is  less.  Also  in  this 
category:  personal 

property  donated  to  an 
institution  that  can't 
use  it  in  its  exempt 
function,  such  as  a 
painting  donated  to  a 
hospital. 

You  get  no  deduction 
at  all  for  contributing 
personal  services  to  a 
charity  or  letting  a 
charity  use  your  prop- 
erty rent-free. 

Now  for  the  restric- 
tions on  types  of  do- 
nees. These  fall  into 
two  general  categories. 
Most  favored  are  so- 
called  public  charities, 
like  the  Red  Cross, 
most  churches,  and 
schools.  This  group 
also  includes  operating 
private  foundations 
that  actually  engage  in 
charitable  activities 
(e.g.,  the  ].  Paul  Getty 
Trust,  which  operates, 
the  Getty  Museum)  as  opposed  to 
simply  making  grants,  and  "pass- 
through"  foundations  that  distribute 
their  gifts  and  income  promptly.  The 
other  category  is  private  foundations, 
which  arc  far  more  restricted  because 
taxmen  fear  their  abuse  by  the  rich 
donors  or  foundation  officials. 

Finally,  charitable  deductions  are 
limited  by  the  size  of  your  adjusted 
gross  income.  On  no  account  may 
they  exceed  50%  of  your  adjusted 
gross  income  in  any  one  year.  If  your 
gifts  are  limited  in  other  ways — say, 
because  you  arc  giving  to  a  private 
foundation,  and/or  you  arc  donating 


220 


FORBES,  FUNE  25,  1990 


STOCKS  orBONDS? 


TWENTIETH  CENTURY'S  BALANCED 
INVESTORS  OFFERS  YOU  BOTH! 

If  you're  not  sure  whether  to  invest 
in  stocks  or  bonds  right  now,  you're  not 
alone.  No  one  knows  for  certain  what  the 
stock  market's  going  to  do  and  if  you  try 
to  guess  on  interest  rates,  you  may 
be  disappointed.  That's  why  Twentieth 
Century's  Balanced  Investors  fund 
makes  so  much  sense. 

Balanced  Investors  balances  your 
investment  between  stocks  and  bonds 
automatically.  The  fund  allocates 
approximately  60%  of  its  assets  to 
common  stock  investments  and 
the  remainder  to  fixed  income 


securities.  So  you'll  have  the  opportunity 
for  the  outstanding  growth  over  time 
that  Twentieth  Century's  stock  funds 
are  known  for.  Plus,  the  advantage  of 
having  income  from  the  concentration 
of  high-grade  securities  in  the  fund. 

If  you're  uncertain  about  the  market, 
we'll  help  point  you  in  the  right  direction. 
For  complete  information  about  Balanced 
Investors,  including  charges  and 
expenses,  call  for  a  free  prospectus. 
Please  read  the  prospectus  carefully 
before  investing. 

Call  toll-free: 

1-800-345-2021 


R  0.  Box  419200,  Kansas  City,  MO  64141-6200 


No-Load  Mutual  Funds 


FBS 


'£i  1990  Twentieth  Century  Investors.  Inc 


Several  charitable  giving  tech- 
niques are  useful  either  as 
stand-alones  or  in  combination 
w^ith  vehicles  such  as  private  foun- 
dations or  community  trusts.  Here 
are  three  common  ones. 

Charitable  remainder  trusts.  Here 
the  donor  gives  to  a  trust  an  asset 
that  w^ill  go  to  a  charity  at  the 
donor's  death  (or  some  other  set 
time,  no  longer  than  20  years).  Till 
then  the  donor  gets  annual  income 
from  the  asset  and  a  one-time  in- 
come tax  deduction — actuarially 
determined — for  the  value  of  the 
gift  (subject  to  the  usual  percent- 
age limits).  The  asset  is  excluded 
from  the  donor's  estate  at  death. 

The  income  from  this  type  of 
trust  may  be  fixed  in  different 
v^rays.  One  is  an  annuity,  a  set 
amount  that  never  varies,  until  the 
trust  ends  or  the  principal  is  ex- 
hausted. Another,  called  a  uni- 
trust,  allows  the  donor  to  make 
multiple  contributions.  Every  year 
the  trust  is  revalued,  and  the  in- 
come stream  varies. 

Charitable  lead  trust.  Here  a  trust 
is  created  for  a  term  of  years.  But 
the  charity  gets  a  fixed  rate  of  in- 
come for  the  period,  and  at  the  end, 
the  asset  reverts  to  noncharitable 
beneficiaries. 

Wealthy  taxpayers  w^ith  appreci- 
ating assets  often  find  these  trusts 
a  handy  tool  for  reducing  estate 
taxes.  Say  you  have  enough  in- 
come, and  put  a  $1  million  piece  of 
prime  real  estate  into  a  lead  trust 


for  20  years.  If  the  current  value  of 
the  income  it  will  pay  a  charity  is 
60%,  then  the  value  of  the  property 
subject  to  gift  tax  will  be  $400,000. 

Meanwhile  it  may  appreciate, 
but  all  the  gain  in  value  will  be 
excluded  from  your  estate  (or  the 
gift,  if  you  are  alive).  Here  donors 
usually  get  no  charitable  deduc- 
tion; the  benefit  is  avoiding  gift 
and  estate  taxes  of  up  to  60%,  near- 
ly twice  the  income  tax  rate. 

Life  insurance.  Tireless  promoters 
are  full  of  schemes  for  combining 
life  insurance  with  charitable  ends, 
using  a  variety  of  techniques. 
Many  of  these  schemes  made  bet- 
ter sense  when  the  tax  rate  was 
still  50%  or  higher  and  Congress 
had  not  restricted  insurance  in  oth- 
er ways. 

Those  schemes  that  still  "work" 
depend  on  life  insurance's  unique 
freedom  from  income  and  estate 
taxes.  If  you  are  considering  one, 
check  carefully  to  make  sure  that 
commissions,  fees  and  low  rates  of 
return  don't  eat  away  the  benefits. 

One  move  that  often  does  make 
sense,  however,  is  to  donate  old  life 
insurance  policies  you  no  longer 
need,  such  as  a  $25,000  policy  you 
bought  35  years  ago  for  income 
protection.  If  the  policy  is  paid  up, 
you  can  take  a  charitable  deduc- 
tion for  the  replacement  cost.  If 
not,  you  can  deduct  slightly  more 
than  the  cash  surrender  value,  and 
free  yourself  from  the  bother  of 
fooling  with  it. — L.S. 


appreciated  stock — the  ceiling  falls  to 
30%  or  20%. 

These  limits  will  not  be  a  problem 
if  you  have  a  windfall,  say  from  sell- 
ing a  business.  But  they  could  be  if 
your  income  is  average  but  civic  duty 
inspires  you  to  give  your  family's  Ma- 
tisse to  the  local  art  museum.  Contri- 
butions above  the  limits  may  be  car- 
ried over  for  five  years,  but  strict  rules 
govern  their  use. 

In  addition,  there  is  one  more  trap 
for  the  unwary:  the  notorious  alterna- 
tive minimum  tax.  If  you  fall  into  its 
clutches,  you  will  owe  tax  on  the  gain 
of  any  appreciated  property  you  de- 
duct. So  of  that  $1 1,000  in  stock  con- 


tributed to  your  school  in  the  above 
example,  $10,000  would  be  taxable  at 
the  alternative  minimum  rate  of  2 1  % . 

All  of  this  is  why,  if  you  plan  large 
gifts,  it's  vital  to  get  expert  help.  Also 
check  out  irs  publication  526,  "Char- 
itable Contributions."  Meanwhile, 
here  are  some  tried-and-true  tech- 
niques for  maximizing  gifts. 

Private  foundations.  These  allow 
donors  maximum  control  over  how 
and  when  gifts  are  dispensed.  Exam- 
ples: Ford  Foundation,  Rockefeller 
Foundation. 

But  this  freedom  has  a  price.  Con- 
tributions are  limited  to  either  20%  or 
30%  of  the  donor's  income,  depend- 


ing on  the  type  of  gift.  Administrative 
costs  can  be  high,  because  irs  rules 
governing  private  foundations  are  nu- 
merous, onerous  and  rigid. 

KPMG  Peat  Marwick's  Parker  warns 
that  it's  easy  to  run  afoul  of  the  rules 
innocently.  For  example,  a  donor 
might  in  complete  good  faith  make  a 
generous  gift  of  property  with  some 
debt  on  it  to  a  private  foundation.  Yet 
if  structured  incorrectly,  such  a  gift 
could  technically  be  a  "bargain  sale" 
that  brings  a  stiff  penalty  for  self-deal- 
ing from  the  irs. 

Supporting  organizations.  A  useful 
hybrid,  if  you  know  what  you  want  to 
promote.  The  donor  funds  an  organiza- 
tion attached  to  a  public  charity  but 
serving  its  own,  related,  purpose.  Nor- 
man Altman,  vice  president  of  New 
York's  Creative  Philanthropic  Re- 
sources, points  out  that  this  was  a  good 
choice  for  the  estate  of  poet  Louise 
Bogan's  daughter,  who  left  much  of  her 
own  estate  to  support  poetry.  The  es- 
tate is  now  trying  to  set  up  a  support- 
ing organization  affiliated  with  a  New 
York  library  that  will  fund  poetry  read- 
ings and  make  grants  to  poets. 

The  big  advantage  of  this  structure 
is  that  it  is  technically  a  public  chari- 
ty and  avoids  the  private  foundation 
contribution  limits  and  rules.  But 
there  is  a  trade-off:  The  founder's  rep- 
resentatives cannot  control  the  board, 
though  they  may  sit  on  it. 

Communit}'  foundations  or  trusts.  At 
their  best,  these  can  be  like  private 
foundations  for  wealthy  people  who 
aren't  superrich.  About  300  commu- 
nity foundations  with  combined  as- 
sets of  close  to  $5  billion  exist  around 
the  country,  most  of  them  with  a  lo- 
cal or  regional  focus. 

In  general,  donors  contribute  a 
chunk  of  their  assets,  often  as  the 
result  of  a  windfall  like  a  business 
sale,  and  get  an  immediate  tax  deduc- 
tion. Each  donor  has  a  separate  ac- 
count, but  assets  are  commingled  and 
invested  professionally.  Legally,  the 
charity  has  absolute  control  of  the 
money,  but  donors  can  recommend 
when  and  where  the  income  should 
go.  In  practice,  this  usually  amounts 
to  control,  even  though  community 
trusts  arc  public  charities  that  escape 
private  foundation  restrictions. 

These  groups  do,  however,  often  re- 
quire a  quid  pro  quo.  Some  ask  that  a 
portion  of  the  donor's  assets  or  annual 
income  go  to  their  unrestricted  funds, 
or  require  that  upon  death  the  princi- 
pal go  there.  Also  check  out  their  in- 
vestment returns  and  policies.  ■ 
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Incredibly  Credit  Suisse. 


For  incomparable  global  clout,  rely  on  Credit  Suisse  U.S.A. 
We're  a  major  force  in  the  world's  financial  markets,  recognized  internationally  as  a 
leader  in  foreign  exchange  and  precious  metals.  Whether  it's  the  quality  of  our  advice, 
gold  purity  or  exchange  rates,  we're  dedicated  to  always  providing  the  best. 
Let  our  worldwide  presence,  AAA  quality  and  special  Swiss  heritage  bo  your 

passport  to  stronger  global  finance. 
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Computerized  Investing 


A  computer  can  do  a  lot  more  to  help  your 
investing  than  track  security  prices  and 
screen  for  buys.  Here  are  three  useful  and 
very  accessible  program^s.  .     ' 

Making  your  PC 
pay  for  itself 


By  Michael  Gianturoo 


How  IMPORTANT  is  a  Computer 
to  good  investing?  No  trading 
room  would  be  competitive 
without  electronics,  but  Warren  Buf- 
fett  does  pretty  well  with  just  a  piece 
of  paper  and  a  pencil.  Most  individual 
investors  find  themselves  somewhere 
in  between.  The  computer  is  a  practi- 
cal tool  for  them.  It  allows  them  to 
sort  through  thousands  of  stocks 
quickly,  track  a  portfolio  or  speed  up 
trades,  but  it  does  not  by  itself  pro- 
duce investment  success.  There  is  no 
canned  software  that  will  reliably 
beat  the  market. 

If  you're  on  the  fence  about  pur- 
chasing a  computer  for  help  with  your 
investments,  get  a  copy  of  the  Individ- 
ual Investor's  Guide  to  Computerized  In- 
vesting, $23  from  the  American  Asso- 
ciation of  Individual  Investors  in  Chi- 
cago. This  400-page  almanac  lists 
programs  and  sources  for  on-line  data. 


Its  weakness  is  that  it's  more  a  tran- 
scription of  product  releases  than  a 
critical  review,  but  it  will  do  an  excel- 
lent job  of  telling  you  what  is  avail- 
able for  your  PC.  Another  source  of 
information  about  computer-aided  in- 
vesting would  be  a  "special  interest 
group"  for  investors  attached  to  your 
local  computer  users'  society. 

Let's  now  look  at  three  simple,  ac- 
cessible investment  programs  that 
can  help  you  with  your  investing — an 
arbitrary  three  from  among  the  hun- 
dreds of  programs  that  are  out  there. 
With  them  you  can  achieve  lower 
commission  costs  and  better  diversifi- 
cation in  a  portfolio.  This  is  instant 
gratification  software:  You  should  get 
some  visible  benefit  the  first  time  you 
run  the  programs. 

Discount  brokers'  rates  What  is  the 
least  commission  cost  I  might  pay  for 
a  particular  transaction?  And  where 
can  I  get  it? 

If  you  are  looking  for  rock-bottom 


commission  costs,  the  first  step  is  ob- 
vious: Find  a  discount  broker.  But 
commission  charges  vary  far  more 
than  you  may  realize.  If  you  noticed 
you  got  a  remarkably  good  deal  on  one 
transaction,  do  not  assume  that  you 
will  get  an  equally  good  deal  on  all 
your  trades  with  that  broker. 

Heizer  Software  in  Pleasant  Hill, 
Calif,  offers  a  $15  program  that  makes 
the  comparison.  You  type  in  that  you 
want  to  buy  100  zero  coupon  bonds 
trading  at  5  ($50  per  $1,000  of  face 
value),  and  it  tells  you  that  Texas  First 
Securities  will  do  the  trade  for  $50, 
while  Vanguard  wants  $249  and  Fidel- 
ity Brokerage  Service  $361.  On  other 
trades  Fidelity  and  Vanguard  beat 
Texas  First.  The  cheapest  of  all  often 
turns  out  to  be  Kennedy  Cabot  &.  Co. 
in  Beverly  Hills.  (One  of  the  discount- 
ers covered  is  an  arm  of  usaa,  a  San 
Antonio  investment  and  insurance 
firm  whose  services  are  available  pri- 
marily to  military  officers.  I  wondered 
why  a  firm  that  does  little  business 
with  the  general  public  was  included 
until  I  learned  the  program's  author  is 
Major  Donald  Snelgrove,  an  F-16  pilot 
in  Germany.) 

Drawback:  This  program  can  be  run 
only  by  customers  who  have  Micro- 
soft's Excel  or  Works  software.  I  have 
not  seen  a  reliable  commission  com- 
parer that  runs  on  Lotus  or  without  a 
spreadsheet,  but  it's  probably  a  matter 
of  time  before  we  see  more  offerings 
like  Major  Snelgrove's. 

Asset  mixing.  What's  the  best  mix  of 
asset  types?  Occasionally  an  ideal  as- 
set allocation  plan  is  broadcast  at 
large,  declaring  that  we  should  all  be 
positioned,  say,  30%  in  long  bonds, 
20%  in  cash  and  50%  in  common 
stocks.  This  is  interesting  but  useless 
information.  The  correct  asset  mix  for 
you  is  unique  to  you.  It  must  take  into 
account  both  your  risk  tolerance  and 
the  particular  assets  that  you  already 
happen  to  own.  Hence  the  need  for  a 
computer  program  that  docs  this  job. 

In  this  connection,  let's  stop  right 
here  and  say  what  a  computer  can't 
do.  It  can't  predict  turns  in  the  stock 
or  bond  market,  telling  you  when  to 
switch  from  one  to  the  other.  All  it 
can  do  is  weigh  past  returns  on  the 
various  asset  classes  against  their  risk 
levels  and  their  tendencies  to  move  in 
tandem.  It  can  use  that  history,  in 
combination  with  your  stated  risk 
tolerance,  to  suggest  a  way  of  diversi 
fying  your  portfolio.  Its  recommended 
mix  will  be  optimal  in  the  sense  that 
It  gives  you  the  highest  expected  re 
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turn  for  a  given  level  of  expected  vola- 
tility. But  it  can't  tell  you  what  your 
return  is  going  to  be.  And  it  won't 
make  you  rich. 

Why  computerized  diversification? 
If  you  do  not  have  some  sort  of  logical 
handle  on  the  mix  of  assets  in  your 
portfolio,  you  are  quite  probably  risk- 
ing too  much  to  achieve  the  returns 
you  are  getting.  If  you  are  comfortable 
with  your  portfolio's  risk  level,  con- 
sider the  possibility  that  without  tak- 
ing on  any  additional  risk  you  could 
be  enjoying  better  returns. 

Or  rather,  enjoying  better  statisti- 
cally expected  returns.  The  program 
may  tell  you  to  go  heavier  on  stocks 
and  lighter  on  government  bonds,  in 
light  of  the  historical  returns  on  these 
two  assets  classes.  It  won't  tell  you 
that  you  should  get  out  of 
bonds  because  interest 
rates  are  going  to  shoot  up 
next  year.  It  can't,  because 
it  doesn't  know  where  in- 


helpful  ideas  are  where  you  find  them, 
and  the  application  of  computer  opti- 
mization to  asset  allocation  makes 
eminent  sense. 

Be  aware  of  the  limitations.  The 
system  has  no  foresight — it  can  only 
scan  statistical  history.  It  carries  a 
built-in  assumption  that  in  the  fu- 
ture, assets  will  behave  pretty  much 
as  they  have  in  the  past.  This  is  a  set- 
up for  surprises.  For  example,  nothing 
in  the  history  of  bond  prices  through 
1970  prepared  the  theorists  for  the 
tumultuous  decade  that  followed. 
They  could  not  predict  that  bond 
prices  would  turn  more  volatile, 
much  less  that  bond  owners  would  be 
mauled. 

As  it  happens,  the  cda  program, 
using  today's  data,  doesn't  like  bonds. 


rates     are     gomg 
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terest 
to  go. 

CDA  Investment  Tech- 
nologies of  Rockville,  Md. 
publishes  for  financial 
planners  a  program  called 
the  Cadence  Asset  Mix 
Optimizer.  This  service 
costs  $700  a  year  with 
semiannual  updates  of 
data.  For  most  individuals 
this  is  a  little  steep,  be- 
cause they  will  need  to 
run  the  program  only  a 
few  times.  It  makes  better 
sense  for  planners  because 
they  encounter  the  diver- 
sification problem  day  af-     

ter  day.  Your  planner  or  perhaps  your 
broker  can  run  Asset  Mix  Optimizer 
for  you  on  an  ibm  pc-compatible  com- 
puter or,  via  modem,  on  the  cda 
computers. 

Asset  Mix  Optimizer  will  review 
your  existing  (or  hypothetical)  asset 
mix  and  suggest  adjustments  you  can 
make  to  improve  it.  The  software  can 
take  into  account  the  cost  of  selling 
one  security  to  buy  another.  It  uses 
performance  data  on  32  classes  of  as- 
sets: stocks  in  various  groups,  mutual 
funds  grouped  by  various  objectives 
(growth,  income,  junk  bonds  and  so 
on),  metals,  T  bills,  municipal  bonds, 
utihties — you  name  it. 

The  program  is  built  on  that  contro- 
versial academic  discipline  called 
modem  portfolio  theory.  I  share  the 
practical  investor's  skepticism  about 
academic  theories.  On  the  other  hand. 
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Color  plot  of  asset  optimizer  screen 

This  computer  program  doesn't  like  bonds. 


Tell  the  program  that  you  have  an 
equal  weighting  of  long-term  U.S. 
Treasury  bonds,  gold  bullion,  foreign 
stocks,  aggressive  growth  funds  and 
Treasury  bills,  and  it  tells  you  to 
dump  the  bonds  (see  computer  plot, 
above).  Don't  like  that  conclusion? 
Change  some  of  the  assumptions — for 
example,  the  assumption  that  gold's 
price  is  likely  to  climb  12.7%  a  year — 
and  you'll  get  a  different  recommend- 
ed mix.  The  value  of  this  software  is 
not  so  much  in  its  projections  of  re- 
turns as  in  its  understanding  about 
how  different  asset  classes  do  or  don't 
tend  to  move  in  sync. 

Here's  another  revelation,  very  rele- 
vant to  my  own  investing.  The  pro- 
gram says  that  if  your  portfolio  is 
overconcentrated  in  technology,  the 
best  counterbalance  is  utility  stocks. 

When  all  is  said  and  done,  modern 


portfolio  theory  boils  down  to  this: 
Don't  put  all  your  eggs  in  one  basket. 
You  knew  that  already,  of  course,  but 
you  probably  didn't  know  the  best 
way  to  arrange  the  baskets. 

Stock  picking  and  pruning.  Is  your 
stock  portfolio  earning  its  keep?  That 
is,  does  it  generate  sufficient  return  to 
justify  the  risk  you  take  every  day  by 
simply  holding  it?  If  not,  what's  the 
best  way  to  tune  it  up? 

The  same  methods  of  formal  diver- 
sification used  in  the  cda  Asset  Mix 
Optimizer  can  be  applied  to  the  nar- 
rower problem  of  stock  portfolio  di- 
versification. Try  the  Sophisticated 
Investor,  a  $195  program  from  Miller 
Associates  of  Incline  Village,  Nev.  In 
about  an  hour  in  the  library,  you  can 
gather  all  the  numbers  it  needs  to  be 
fed  to  make  an  evaluation 
of  your  portfolio.  It  wants 
a  lot:  25  historical  prices 
for  each  of  your  stocks 
and  the  S&.P  500  index, 
and  25  Treasury  bill 
yields. 

The  program  evaluates 
the  weighting  of  your  cur- 
rent stock  portfolio  and  de- 
termines what  the  ideal 
weighting  should  be. 
Again,  it  isn't  smart 
enough  to  predict  that  Ex- 
xon's earnings  will  be  dis- 
appointing next  year,  but  it 
can  say  that  if  you  already 
own  a  lot  of  Exxon  you  will 
be  better  off  with  Delta  Air 
Lines  than  with  a  slug  of 
Mobil.  The  program  would 
be  good  to  run  if  you  were 
in  a  selling  mood,  as  it  may 


suggest  eliminating  some  marginal  or 
redundant  positions. 

Note  that  a  portfolio  of  good  stocks 
is  not  the  same  thing  as  a  good  portfo- 
lio of  stocks.  You  could  have  16  good 
oil  stocks  in  your  portfolio,  and  watch 
in  horror  one  day  as  the  whole  thing 
sank  on  an  opec  anno  incement.  A 
good  portfolio  will  contain  a  tightly 
calculated  mix  of  paired  stocks — 
stocks  that  tend  to  move  in  opposite 
directions  in  response  to  economic 
news.  Pair  an  importer  with  an  ex- 
porter or,  less  obviously,  a  drug  com- 
pany with  an  electronics  distributor. 
You  cannot  do  the  mixing  intuitively, 
easy  as  it  may  sound.  The  task  calls 
for  significant,  heavy  computing.  At 
this  your  pc  excels.  ■ 

Midjoel  Gianturco  is  a  Forbes  technology'  columnist 
(see  p.  140)  and  author  of  The  Stock  Market  Inves- 
tor's Computer  Guide  (McGraw-Hill). 
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He  helped  capture  and  convict 
70  car  thieves  and  save  over  200 
cars  from  "chop  shops!'  It  was  one 
of  many  sting  actions  Continental 
has  co-sponsored  to  fight  a  crime 
that  costs  consumers  and  insurers 
billions  of  dollars  a  year 

Chris  Scaturo, 
our  director  of 
security  and 
a  former  FBI 
special  agent, 
conceived  the 
operation. 
Undercover 
local  Nev^ 

Jersey  police  baited  the  thieves 
into  selling  their  "hot"  cars— and 
identifying  themselves.  Later  the 
police  hired  them  ostensibly  to 
drive  the  stolen  cars  to  a  nearby 
port.The  thieves  boarded 
trucks,  thinking  they  were  being 
taken  to  a  car-storage  facility 
Surprise!  They  went  to  a  jail 
instead,  and  were  convicted  on 
videotaped  evidence. 

Continental  has  a  lot  of  dedi- 
cated people  like  Chris— they've 
helped  make  us  a  leading 
property /casualty  insurer.They 
are  a  major  reason  why  we're  a 
strong,  solid  company... why 
for  over  135  years,  we've  met  our 
obligations.To  our  customers, 
employees,  distributors  and 
shareholders. 


OUR  CHRIS  SCATURO  MAY  BE  THE  REASON  YOUR  CAR 
DOESN'T  GET  STOLEN  TONIGHT 


^  Insi 


^■FrContinental 
Insurance. 


There  when  it  counts. 
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Computerized  Investing 


Can  a  computer  detect  patterns  in  stock 
prices  that  will  enable  you  to  beat  the 
market?  Probably  not,  but  that  hasnt 
stopped  the  vendors  of  ''chaos''  analysis.    ' 

Wanna  buy 
a  black  box? 


By  David  Cfanrback 


CHAOS  IS  THE  hot  subjcct  among 
science  writers.  So  it  was  per- 
haps inevitable  that  before 
long,  peddlers  of  technical  analysis 
would  be  talking  chaos.  Hold  on  to 
your  wallet. 

Ask  an  expert  to  explain  chaos  the- 
ory to  you  and  be  prepared  for  two 
things:  a  headache  and  the  butterfly 


story.  The  headache  comes  from  try- 
ing to  sort  out  all  the  babble  about 
strange  attractors,  bifurcations,  frac- 
tals and  nonlinear  systems.  The  but- 
terfly story  goes  likes  this:  A  butterfly 
flapping  its  wings  in  Shanghai  could 
cause  a  tornado  in  Kansas.  Or,  for 
want  of  a  nail  a  kingdom  was  lost. 
That's  chaos  as  far  as  physics  goes.  It 
says  that  small  changes  in  unstable 
systems  can  give  rise  to  large  effects 


Market  Methodology  dia^am  purporting  to  show  "strange  attractors" 
Just  don't  ask  how  they  know  where  the  attractors  are. 


much  later  on.  But  defining  chaos  in 
the  stock  market  is  quite  a  stretch. 

The  fuzziness  of  the  concepts 
hasn't  stopped  practitioners  of  the 
black  art  of  technical  analysis  from 
adopting  chaos  as  their  latest  selling 
tool.  Technicians — also  known  as 
chartists — have  labored  for  years  to 
use  stock  price  patterns  to  predict  the 
future.  Peering  at  stock  charts,  they 
try  to  discern  meaningful  patterns 
that  will  predict  future  action.  Alas, 
they  haven't  yet  found  the  magic  for- 
mulas that  will  enable  them  to  beat 
the  market.  But  they  seem  to  have  a 
steady  stream  of  gullible  customers 
willing  to  pay  for  their  efforts. 

The  timing  is  right  for  a  chaos  sales 
pitch.  There  was  the  unnerving  508- 
point  move  in  the  Dow  on  Oct.  19, 
1987,  surely  a  chaotic  day  if  there  ever 
was  one.  That  same  year  the  bestsell- 
ing  science  book  Chaos  appeared  on 
tbe  scene.  And  just  this  May  the  Wall 
Street  Journal  indirectly  lent  some  un- 
deserved credibility  to  the  chartists 
by  featuring  on  its  front  page  the  fact 
that  the  respected  Santa  Fe  Institute 
has  physicists  studying  "nonlinear" 
theories  about  the  market. 

The  technical  analysts  have  seized 
on  all  this  without  missing  a  beat. 
Where  they  used  to  talk 
about  "oscillators"  and 
"head  and  shoulder"  for- 
mations, now  they  talk 
about  "fractals"  and 
"strange  attractors." 

So  can  you  score  on 
Wall  Street  by  analyzing 
fractals?  Let's  listen  to 
what  the  chaos  techni- 
cians have  to  say. 

Gordon  Hammond,  61, 
a  Harvard  M.B.A.  with  a 
background  in  manage- 
ment information  sys- 
tems at  the  Federal  Re- 
serve, markets  a  chaos- 
based  timing  service  to 
stockbrokers  and  money 
managers.  Computers  at 
his  Market  Methodology 
Group  in  Richmond,  Va. 
study  the  price  behavior 
of  the  market  and,  he 
claims,  can  predict,  al- 
most to  the  day,  two  to 
four  weeks  ahead  when  a 
declining  trend  will  end 
and  turn  into  a  rally. 
That's  quite  a  claim. 

At  the  heart  of  the  sys- 
tem are  formulas  that  de- 
tect a  phenomenon  called 
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a  strange  attractor.  According  to 
Hammond,  one  of  these  things  signals 
a  reversal  of  a  trend. 

"Before  a  valley  in  a  stock's  price, 
we  would  see  a  strange  attractor  occur 
before  the  price  hit  its  absolute  low," 
says  Hammond.  "I  became  interested 
in  those  patterns  and  worked  out  the 
math  for  predicting  them." 

Hammond  won't  say  what  his  for- 
mulas look  like.  How  about  his  per- 
formance? Can  he  show  that  the  sys- 
tem beats  the  market?  He 
sent  us  to  a  customer, 
Vincent  Schantz,  a  regis- 
tered representative  at 
Hambrecht  &.  Quist  in 
San  Francisco.  Schantz 
says  he  doesn't  know 
much  about  chaos  but 
he's  seen  it  work.  When 
the  market  fell  in  late  Jan- 
uary, Hammond's  strange 
attractors  predicted  that 
the  high-technology  sec- 
tor wouldn't  sink  with  it. 
It  was  certainly  the  kind 
of  thing  Hambrecht  &. 
Quist  would  like  to  hear, 
since  technology  stocks 
are  its  stock  in  trade. 
Schantz  put  his  customers 
into  Microsoft,  Cadence 
Design  Systems  and  Com- 
paq Computer,  and 
they're  making  a  bundle. 

Convincing?  Only  if 
you  think  one  good  call 
makes  you  a  money  man- 
ager. All  experience 
shows  it  doesn't. 

Next  we  got  in  touch 
with  Robert  Orange,  41, 
chairman  of  Innovest  Sys- 
tems, a  technical  analysis 
firm  in  Roswell,  Ga.  and 
the  subject  of  an  enthusi- 
astic writeup  in  the  Atlan- 
ta Constitution.  Orange's 
minicomputer  cranks  out 
chaos  analysis  on  9,000 
stocks  every  night.  Com- 
bined with  more  tradi- 
tional technical  indica- 
tors, the  formulas  give  a 
buy,  hold  or  sell  recom- 
mendation on  a  stock.  Or- 
ange sells  the  results  to 
Shearson  Lehman  bro- 
kers. The  public  can  get 
them  from  Dow  Jones' 
DowPhone  for  about  75 
cents  per  stock. 

"Chaos  happens  to  be 
extremely  useful  in  call- 


ing how  imminently  a  trend  is  due  to 
reverse,"  Orange  says.  How  does  it 
work?  Orange,  like  Hammond,  is  a 
little  vague  about  the  details.  His  talk 
is  a  technician's,  but  with  a  New  Age 
flavor:  exhaustion,  despair,  enthusi- 
asm, bravado,  ecstasy.  Does  all  this 
work?  Asked  for  performance  num- 
bers. Orange  sends  an  assortment  of 
89  recommendations  purporting  to 
show  that  53%  of  them  beat  the  mar- 
ket. Convincing?  Maybe.  If  you  want 


to  believe  that  chaos  theory  will  im- 
prove your  trading,  you're  working 
mostly  on  blind  faith  here. 

David  Sarfatti,  a  technician  in  Phil- 
adelphia, is  another  chaos  expert.  A 
Wharton  M.B.A.  and  former  biotech- 
nology analyst  at  Dean  Witter  Reyn- 
olds, Sarfatti,  40,  has  gone  on  to  found 
Fractal  Markets.  The  firm  purports  to 
study  chaos  with  a  real-time  price 
feed,  a  computer  and  some  software 
Sarfatti  is  keeping  hush-hush.  His  def- 
inition of  chaos  is  "struc- 
tured randomness.  A  cha- 
otic system,  from  mo- 
ment to  moment,  is 
totally  unpredictable,  but 
over  time  its  behavior 
tends  to  recycle  and  reoc- 
cur." Sounds  like  the  old 
study  of  cycles  to  us. 

Sarfatti  defines  market 
chaos  as  the  state  that  pre- 
cedes a  move  of  70  to  90 
points  in  the  s&p  500. 
When  it  does  move,  he 
says,  an  options  buyer  has 
a  60%  to  70%  chance  of 
making  a  profit  from  a 
straddle  play,  that  is,  buy- 
ing both  puts  and  calls  on 
the  s&p  500  in  the  expec- 
tation that  the  market 
will  make  a  big  move  one 
way  or  the  other.  Perfor- 
mance record?  Too  soon 
to  say.  You  have  to  take 
Sarfatti's  word  that  chaos 
analysis  is  something  oth- 
er than  gibberish. 

Will  chaos  analysis 
someday  shed  new  light 
on  stock  prices?  Maybe. 
Will  that  enable  chartists 
to  beat  the  market?  Less 
likely.  Before  handing 
money  to  a  "chaos  ex- 
pert," listen  to  Hassan 
Ahmed,  an  associate  pro- 
fessor of  electrical  engi- 
neering and  finance  at 
Boston  University.  After 
researching  chaos  theory 
under  a  fellowship  from 
Batterymarch  Financial 
Management  in  Boston, 
he  concludes:  "Chaos  is 
very  interesting,  very  m- 
triguing,  but  precious  lit- 
tle of  usable  value  has 
emerged  yet." 

Our  advice:  Put  your 
money  back  in  your  pock- 
et and  re-read  Graham  and 
Dodd.  ■ 
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Computerized  Investing 


Prodigy's  videotex  service  is  simpleminded 
and  chock-full  of  ads.  Yet  for  investors  it  is 
a  useful  tool  at  a  reasonable  price. 

Be  your  own 
broker 


By  Marc  Beanchamp 


REBECCA  FuRSTNOw,  60,  a  real 
estate  agent  in  the  Atlanta  sub- 
urb of  Lithonia,  no  longer 
deals  with  stockbrokers.  "I  was  sick 
and  tired  of  commissions  and  churn- 
ing," recalls  Furstnow.  "I  would  have 
been  quite  a  wealthy  woman  if  I'd  gone 
on  my  own  gut  rather  than  listening  to 
a  broker. "  Since  March  of  last  year 
she  has  managed  her  $135,000 
stock  portfolio  herself,  at  home, 
on  an  ibm  personal  computer. 

Nearly  every  night  Furstnow 
electronically  checks  her  portfo- 
lio's value,  calls  up  news  on  the 
dozen  or  so  stocks  she  owns  or  is 
following  and  checks  the  credit 
and  foreign  exchange  markets. 
Then,  if  she  decides  to  add  to  her 
holdings  r .  General  Motors,  Intel 
or  Coca-Cola  or  sell  her  stakes  in 
Blockbuster  Entertainment  or 
Home  Depot,  she  keys  in  her  or- 
der, to  be  executed  when  the 
market  opens  the  next  day — at 
commissions  below  those  of  — 
many  discount  brokerages. 

Furstnow  subscribes  to  the  Prodigy 
service,  the  1 'A-year-old  videotex 
joint  venture  of  Sears,  Roebuck  and 
IBM,  for  $10  a  month.  Says  Furstnow: 
"You  can't  beat  that  price." 

The  service  is  not  as  powerful  as 
CompuServe,  Dow  Jones  News/Re- 
trieval or  Charles  Schwab  &  Co.'s 
Equalizer,  but  it's  a  great  deal  cheaper. 
With  Prodigy,  subscribers  can  check 
stock  prices  (delayed  15  minutes  dur- 
ing trading  hours),  track  a  portfolio  of 
up  to  30  stocks  and  read  market  and 
industry  news  reports  and  items  on 


News  Service  in  the  past  two  days. 

They  can  also  buy  and  sell  stocks, 
options,  bonds  and  mutual  funds, 
through  the  Pershing  discount  broker- 
age division  of  Donaldson,  Lufkin  & 
Jenrette  Securities  Corp.  Using  Prodi- 
gy to  buy  200  shares  of  General  Mo- 
tors (recently  49),  for  example,  would 
cost  $80,  while  Schwab  charges  $98. 
There's  an  additional  25%  discount 
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Typical  Prodigy  screen 
Data  for  cheapskates. 


companies  that  ran  on  the  Dow  Jones 


for  traders  who  generate  $1,000  or 
more  in  commissions  a  year. 

Most  of  the  competing  interactive 
services  charge  by  the  minutc;  the 
hourly  cost  can  run  from  $6  to  over 
$100.  Prodigy  charges  no  fees  other 
than  the  low  monthly  subscription 
price.  Additional  revenue  comes  from 
200  advertisers,  whose  blurbs  appear 
on  the  bottom  fifth  of  most  screens. 
Like  many  of  its  competitors  in  on- 
line data,  Prodigy  has  dial-in  lines  all 
over  the  country,  so  your  connection 
probably  involves  only  a  local  call. 

Prodigy  runs  on  iBM-compatible 
and  Apple  Macintosh  computers.  You 


need  a  Hercules-equivalent  graphics 
board  (almost  any  computer  sold  to- 
day would  qualify)  and  a  Hayes-com- 
patible modem  rated  at  either  1,200  or 
2,400  bits  per  second.  The  Prodigy 
software  startup  kit  is  available  at 
most  computer  and  software  stores 
for  around  $40. 

Bruce  Wagner  of  the  Royal  Oak, 
Mich.  National  Association  of  Inves- 
tors Corp.  surveyed  a  sampling  of  the 
group's  investment  club  members 
about  on-line  investment  services. 
The  majority  of  the  roughly  500  peo- 
ple who  responded,  says  Wagner, 
found  the  services  hard  to  learn  and 
expensive.  "I  heard  so  many  horror 
stories  about  high  bills  and  people 
who  have  tried  and  tried  to  set  up 
their  systems,"  he  says. 

Prodigy  is  simple.  Ronald  Mion, 
42,  head  of  worldwide  marketing  for 
TeleSoft,  a  San  Diego  software  firm, 
says  he  didn't  even  need  to  read  the 
manual  to  learn  how  to  use  the 
service.  He  checks  his  portfolio  of 
three  stocks  and  four  mutual  funds 
several  times  a  day.  Says  Mion:  "I 
don't  even  look  in  the  Wall  Street 
Journal  anymore  for  stock  informa- 
tion unless  I'm  traveling."  Scotts- 
dale,  Ariz,  investor  Thom  Nor- 
man, 69,  tried  CompuServe, 
then  switched  to  Prodigy.  Says 
he:  "I'm  not  a  computer  nerd. 
Prodigy  is  more  friendly." 

As  an  investment  tool.  Prodigy 
is  a  little  amateurish.  Indeed,  fi- 
nancial   information    and    elec- 
tronic  brokerage   are   almost   a 
sideline  for  a  business  that  offers 
800  consumcrish  activities  like 
buying   airline    tickets,    renting 
cars,  getting  sports  scores,  order- 
ing groceries,  playing  computer 
games  and  checking  the  weather 
from   Bangor   to   Bangkok.    But 
Prodigy's  managers  are  planning 
—     upgrades  that  may  include  bond 
quotations,   research  reports,   funda- 
mental   and    technical    analysis    on 
stocks  and  a  program  to  allow  users  to 
download  information  onto  a  disk  or 
to  programs  like  spreadsheets. 

Computer  snobs  sniff  that  Prodigy 
is  too  shallow,  that  anyone  can  use  it. 
But  that's  the  point. 

After  a  slow  start.  Prodigy  is  finding 
a  following.  In  December  1988  the 
service  had  50,000  subscribers.  Today 
it  has  400,000.  Scars  and  ibm  arc  still 
losing  money  on  Prodigy;  they  won't 
say  how  much.  Their  loss  is  your  gain. 
For  more  information  call  (800)  prod- 
igy, cxt.  205.  ■ 
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Sometimes  you 
face  the  task  and 
almost  wish  you  didn't 
aim  so  high.  Life  would 
be  simpler.  Solutions 
would  be  ready  made. 
A  weekend  could  be 
relied  upon  to  be  a 
weekend.  Overall, 
there'd  be  a  lot  less  time 
with  your  door  shut. 

You  can  say  it 
about  writing.  And  you 
can  say  it  about  creat- 
ing a  custom  package 
of  defined  contribution 
retirement  services. 
You  can't  run  with  what 
occurs  to  you  first,  or 
what  occurred  to  you 
last  time,  or  what  has 
occurred  to  others.  For 
no  reason  other  than 
you  just  can't. 

So  you  start  by 
building  a  relationship 


RATION 

with  your  prospect. 
Rather  than  assume, 
you  ask.  Then  you 
clarify.  Call  back  and 
raise  an  issue.  Do  it 
until  the  substance  of 
the  problem  solidifies, 
becomes  concrete. 

Only  then  can 
you  begin  to  craft  a 
really  effective  retire- 
ment package.  Work 
that's  worthy  of  the 
market  leader.  You 
ball  up  the  first  drafts 
and  shoot  baskets. 
Until  that  viewpoint, 
that  pure  perspective, 
wanders  by  and 
elects  to  make  itself 
apparent. 

You  have  your 
talent,  your  reputation, 
your  tools,  and  yet 
you  start  from  scratch 
every  time. 


FideHiylnsiSiutional 
Reiirement  Services  Company^ 


A  Fidelity  Investments  Company 

82  Devonshire  Street,  L9C.  Boston.  MA  02109     1-800-345-5033,  Ext.  5602.  (In  Massachusetts,  call  collect.  617-570-5602.) 


Computerized  Investing 


The  small  investor  has  the  best  chance  of 
beating  the  big  investor  when  the  playing 
field  is  small  stocks.  Here's  how  you  can 
use  computer  screens  to  create  lists  of 
small-stock  candidates. 

In  the  shadows 


By  Eric  Hanty 


\y^^ 


Tl  here's  something  comforting 
about  investing  in  familiar 
names  such  as  itt,  Atlantic 
Richfield  or  Aetna  Life  &.  Casualty. 
But  it's  tough  to  beat  the  professionals 
at  that  game.  Thirty  analysts  follow 
Aetna,  and  these  guys  tend  to  have 
six-figure  salaries  and  access  to  senior 
executives  in  the  insurance  industry. 
The  institutions  have  a  lot  at  stake  in 
Aetna,  owning  as  they  do  about  75% 
of  its  $6  billion  in  outstanding  stock. 
Now  take  a  look  at  Capitol  Trans- 
america,  with  a  market  capitalization 
of  $53  million  and  institutional  own- 
ership of  less  than  2%. 
(The  company  is  often  \  '^ 
confused  with  Trans-  '^"^"• 
america,  a  much  larger  in- 
surance company,  but  it  is 
not  affiliated  with  it.) 
Capitol  Transamerica, 
based  in  Madison,  Wis. 
and  traded  over-the- 
counter,  doesn't  give  for- 
mal presentations  to  secu- 
rity analysts,  although  its 
president  has  been  known 
to  take  calls  from  individ- 
ual shareholders.  Institu- 
tions do  not  waste  any 
time  on  it  because  they 
can't  buy  enough  to  make 
serious  research  worth 
their  while.  After  all,  an 
institutional  holder 

doesn't  ordinarily  want  to 
acquire  more  than,  say, 
1%  of  a  company's  stock, 
because  it's  hard  to  un- 
load a  large  position  with- 
out disturbing  the  price. 
In  Capitol's  case,   a   1% 


stake  would  be  worth  all  of  $530,000, 
a  sum  that  would  be  lost  in  a  $1 
billion  pension  or  mutual  fund. 

As  an  individual  investor  you  don't 
have  that  size  handicap,  and  thus  may 
find  it  quite  fruitful  to  paw  through 
annual  reports  of  small  companies. 
This  is  the  thesis  of  the  American 
Association  of  Individual  Investors,  a 
Chicago  organization  whose  110,000 
members  pay  $49  a  year  to  get  invest- 
ing tips.  Since  1984  the  aaii  has  been 
publishing  an  analysis  of  what  it  calls 
"shadow  stocks"  in  its  monthly  jour- 
nal. To  be  a  shadow  stock,  a  company 
has  to  have  a  market  capitalization 
(stock  price  times  shares  outstanding) 
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between  $20  million  and  $100  mil- 
lion, and  be  owned  by  ten  or  fewer 
institutional  investors.  Also,  the  aaii 
excludes  banks,  thrifts  and  brokerage 
firrns  from  its  shadow  portfolio. 

"Individuals  can  never  match  Wall 
Street's  resources  to  follow  the  ibms 
of  the  world,"  says  John  Markese,  re- 
search director  of  the  aaii,  "but  with 
shadow  stocks,  a  person  might  be  able 
to  discover  something  about  a  compa- 
ny that  isn't  already  news." 

There  are  hazards  to  this  kind  of 
investing.  One  is  high  transaction 
costs,  since  thinly  traded  over-the- 
counter  stocks  are  quoted  with  wide 
spreads  between  their  bid  and  ask 
prices.  Another  is  that  small  stocks  go 
through  cycles,  sometimes  lasting  the 
better  part  of  a  decade,  when  they 
don't  keep  up  with  big  stocks.  The 
1980s  were  such  a  period.  Billions  of 
dollars  were  pouring  into  big  stocks 
from  takeover  dealmakers,  the  Japa- 
nese and  institutions,  leaving  unfa- 
miliar stocks  in  the  dust.  During  such 
a  period  the  individual  specializing  in 
o-t-c  issues  may  get  discouraged  even 
if  his  stock  picking  is  pretty  astute. 

Thus  it  may  be  no  surprise  that  a 

fund  patterned  on  the  aaii  shadow 

stock  list,  the  $24  million  Jones  & 

Babson  Shadow  Stock  Fund,  has  been 

a  flop  so  far.  Since  its  inception  just 

before    the    October    1987    market 

crash,  the  stock  fund  shows  a  total 

return    averaging    -1.9%    per    year, 

against  nearly  6%  a  year 

"'     ,,  for  the  big-cap  s&p  500  in- 

■■'  dex.  (Figures  are  through 

Mar.  31.) 

But  the  fact  that  small- 
cap  stocks  have  performed 
badly  in  the  past  decade  is 
not  necessarily  a  reason  to 
Ignore  them  now.  Con- 
trarians expect  that  stock 
markets  go  through  cycles 
and  that  sooner  or  later 
small-cap  stocks  will 
"^^  again  be  in  vogue.  Bear  in 

mmd,  too,  that  the  Shad- 
ow Stock  Fund  has  not 
been  very  discriminating 
in  selecting  its  429  stocks. 
The  fund  buys  virtually 
any  nonfinancial  compa- 
ny that  has  a  market  capi- 
talization between  $20 
million  and  $120  million, 
is  profitable  and  has 
shares  that  are  selling  for 
at  least  $5. 

We  turned  to  our  com- 
puter to  help  us  prepare  a 
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shopping  list  of  shadow  stocks.  The 
criteria  are  a  little  tougher  than  those 
for  the  AAii  list,  but  the  end  product  is 
not  a  recommended  list.  It's  merely  a 
starting  point  for  reading  annual  re- 
ports and  collecting  other  sources  of 
information,  such  as  through  Nexis 
searches  at  a  library.  The  computer 
will  not  manage  money  for  you.  All  it 
can  do  is  save  clerical  steps  in  the 
early  stages  of  research. 

Here  are  our  criteria.  We  searched 
for  nonbank  stocks  with  average  daily 
volume  of  at  least  500  but  less  than 
5,500  shares.  This  narrowed  our  list  of 
possible  candidates  from  5,200  stocks 
down  to  1,215.  Then  we  bounced 
companies  with  declining  or  negative 
earnings  and  corporations  in  which 
debt  exceeded  equity.  To  avoid  listing 
firms  with  a  big  following  on  Wall 
Street,  we  eliminated  companies 
where  earnings  estimates  are  avail- 
able from  more  than  two  securities 
analysts. 

The  screening  was  done  on  the  Lo- 
tus One  Source  financial  software  sys- 
tem, using  the  Media  General  finan- 
cial database.  This  is  an  expensive  and 
sophisticated  service  that  is  geared 
mainly  for  professional  users.  Each 
week  subscribers  receive  a  cd-rom 
containing  updated  financial  data- 
bases. How  would  an  individual  in- 
vestor be  able  to  do  screening  like 
this?  Several  financial  databases  can 
be  accessed  on  low-cost  time-sharing 
networks.  For  example,  CompuServe 
offers  screening  of  numerous  finan- 
cial databases.  Dow  Jones  News/Re- 
trieval also  offers  on-line  screening 
and  includes  Media  General  and  sev- 
eral other  financial  databases. 

Standard  &  Poor's  Stockpack  II  cov- 
ers 4,700  companies  for  $1,180  a  year. 
Data  come  on  monthly  diskettes.  A 
trial  subscription  costs  $95  and  in- 
cludes a  manual  and  one  month's 
worth  of  diskettes. 

Among  the  companies  on  our  table 
is  Polk  Audio,  which  manufactures 
speaker  systems.  The  company's 
debt-free  balance  sheet,  solid  eamings 
per  share  and  sales  growth  also  helped 
qualify  it  for  inclusion  in  our  most 
recent  annual  survey  of  the  200  Best 
Small  Companies  in  America,  pub- 
lished last  November. 

These  stocks  are  illiquid  and  un- 
scrutinized.  That's  the  whole  point  of 
this  exercise.  But  it  means  that  when 
you  pull  a  list  like  this  out  of  your 
computer,  you  have  to  regard  it  as 
only  a  starting  pomt  for  further 
study.  ■ 


Hit  'em  where 

they  aint 

Small  investors  are  hard-pressed  to  beat  the  pros  at  analyzing 
they  stand  a  chance  pursuing  third-tier  stocks  like  these. 

IBM,  but 

Company/business 

Recent 
price 

Latest 

12-month 

P/E 

Book 
value 

Acme  Electric/electrical  equipment 

91/K 

11.3 

S5.44 

Acton/insurance 

11 

42.3 

39.76 

Air  Express  Intl/air  transport 

18 

10.1 

8.41 

Alleghany /financial  services 

88 

9.6 

95.81 

American  Building  Maint/maintenance  services 

39 '/4 

17.1 

17.67 

American  Claims  Eval/insurance  services 

10'/2 

24.4 

3.12 

American  Filtrona/tobacco  filters,  plastics 

231/2 

11.3 

16.85 

Bando  McGlocklin  Capital/financial  services 

8% 

12.9 

4.11 

Boston  Acoustics/audio  speakers 

21'/2 

12.6 

5.72 

Bowl  America/bowling  alleys 

221/4 

15.2 

6.78 

Brandon  Systems/personnel  services 

91/4 

12.2 

4.93 

Bridgford  Foods/food  processing 

201/4 

23.3 

4.81 

Capitol  Transamerica/ins'jrance 

23 

6.4 

12.29 

Durham/insurance 

28 

13.7 

27.17 

Fab  Industries/textiles 

34% 

10.6 

29.12 

Florida  East  Coast  Inds/railroad,  real  estate 

58 

13.3 

47.75 

International  Aluminum/aluminum  products 

261/2 

8.2 

21.12 

Joslyn/electrical  equipment 

29 

11.2 

22.15 

Leucadia  National/insurance 

2PA 

4.6 

19.76 

Lumex/hospital  supplies 

8% 

16.1 

9.26 

Lydall/fiber  products 

267/8 

9.7 

10.97 

Mestek/steel  products 

75/8 

8.4 

4.18 

Moore  Products/precision  instruments 

235/8 

10.4 

26.84 

Motor  Club  of  America/travel  services 

73/4 

6.9 

14.64 

Paul  Mueller/stainless  steel  products 

311/4 

6.5 

27.48 

Osmonics/chemicals 

201/2 

17.2 

8.24 

Paris  Business  Forms/office  supplies 

7% 

9.5 

4.06 

Paxar/packaging  supplies 

7V« 

8.6 

4.90 

Plasti-Line/outdoor  advertising  signs 

7% 

8.7 

5.77 

Polk  Audio/audio  speakers 

91/4 

9.1 

4.71 

Ranch  Industries/Christmas  tree  supplies 

16 

10.7 

7.79 

Raven  Industries/apparel 

135/8 

10.1 

6.71 

Research  Industries/electrical  equipment 

93/8 

19.5 

7.14 

Scott  &  Stringfellow/securities  brokerage 

8 

11.6 

9.48 

LS  Starrett/precision  instruments 

23% 

9.2 

16.14 

Stifel  Financial/securities  brokerage 

55/8 

15.6 

7.77 

Superior  Surgical  Mfg/medical  supplies 

36 

10.9 

20.03 

Syms/retailing 

101/8 

9.3 

6.66 

Tab  Products/computers 

16 

21.3 

9.13 

Tandycrafts/handicraft  supplies 

20% 

13.8 

14.97 

Tecumseh  Products/air  compressors,  engines 

115 

8.2 

124.73 

Tuscarora  Plastics/plastic  products 

241/8 

15.1 

9.10 

Valcom/computers 

16 

10.9 

6.71 

Wellington  Leisure/recreational  products 

111/4 

9.5 

7.38 

Weyco  Group/shoes 

60 

10.0 

41.55 
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Computerized  Investing 


Whafs  the  key  statistic  you  should  study 
before  deciding  to  buy  a  stock?  The  smart 
investor  never  fails  to  check  out  the  operat- 
ing profit  margin.  Heres  why.  ,     . 

Margin  for 
improvement 


P 


\  V 


I 


By  Steve  Kichen 
and  Steven  RanMM 


If  you  are  going  to  go  to  the  trouble 
of  screening  companies  by  computer, 
don't  screen  only  on  the  obvious  sta- 
tistics,    like    price/earnings    ratios. 


Thousands  of  other  computers  have 
gotten  there  before  yours.  Here,  rath- 
er, is  a  statistic  that  is  underworked: 
operating  margin.  The  table  below 
shows  companies  selected  for  an  up- 
ward trend  in  a  below-normal  operat- 
ing margin. 


So  what's  an  operating  margin?  "It 
is  probably  the  most  important  mea- 
sure you  can  use  to  assess  a  com- 
pany's competitive  position  in  its  in- 
dustry," says  Stephen  Leeb,  editor  of 
the  Alexandria,  Va. -based  Indicator 
Digest  and  Personal  Finance. 


Underdogs  on  the 

rise 

These  companies  have  operating  margins  that  are  be-    the  benefits  should  flow  through  to 
low  par  but  improving.  If  they  can  continue  the  trend    and  then  into  the  stock  price. 

the  bottom  line. 

Recent 
Company/business                                                        price 

Avg  operating 
1985- 
86 

margins 
1987- 
88 

Operating 
company 

margin  1989 
industry 

Debt/ 
equity 

Latest 

12  months 

P/E 

1990 
EPS" 

American  Brands/tobacco                                             67 

10.8% 

11.4% 

12.8% 

17.7% 

55% 

10.0 

$7.05 

Anthem  Electronics/electronics                                 29^8 

5.6 

7.0 

8.9 

16.9 

0 

18.5 

1.88 

Aydin/electronics                                                           14'/8 

9.5 

11.0 

12.0 

16.9 

12 

7.7 

2.13 

Baxter  Intl/drugs,  hospital  supply                                23 '/s 

14.7 

14.9 

16.3 

22.1 

48 

16.1 

1.70 

Colgate-Palmolive/household  products                       63% 

8.1 

90 

10.6 

14.1 

94 

15.4 

446 

Engelhard/precious  meuls                                          HW* 

5.0 

6.0 

6.9 

16.6 

35 

15.0 

1.48 

Garan/apparel                                                             30 '/i 

7.0 

7.2 

10.8 

17.6 

7 

8.2 

3.67 

Great  Atlantic  &  Pacific  Tea/grocery  stores               56% 

2.8 

3.7 

4.2 

5.5 

52 

14.8 

4.44 

Grumman/aerospace                                                   IS'/i 

5.5 

6.1 

7.4 

9.9 

99 

8.1 

1.98 

Harris  Corp/electronics                                              35 

9.4 

11.1 

12.7 

16.9 

33 

10.9 

3.27 

Huffy /bicycles                                                                231/2 

5.7 

7.8 

8.2 

20.3 

60 

13.0 

1.88 

Inacomp  Computer  Centers/computer  stores               9 

3.0 

4.3 

4.6 

12.8 

47 

9.7 

1.03 

JB's  Restaurants/restaurants                                         6y8 

9.1 

9.2 

9.7 

25.2 

57 

13.0 

0.56 

Marshall  Industries/electronics                                    25V4 

5.1 

7.4 

7.9 

16.9 

30 

12.7 

2.70 

Milton  Roy/precision  instruments                               1 7% 

8.3 

11.3 

12.1 

18..S 

26 

14.1 

1 .35 

Sara  Lee/food  processing                                             29 '/2 

6.7 

7.6 

9.0 

13.5 

71 

15.9 

1.91 

A  Schulman/specialty  chemicals                                 40'/i 

88 

9.8 

10.1 

16.6 

6 

16.8 

2.56 

Scientific-Atlanta/electronics                                       27y4 

80 

11.8 

12.0 

16.9 

1 

15.5 

1.86 

Super  Food  Services/food  wholesalers                         18% 

2.0 

2.2 

2.3 

3.8 

63 

12.4 

1.63 

Valspar/specialty  chemicals                                         36i/i 

9.6 

10.3 

108 

16.6 

36 

16  9 

2.44 

•Estimate. 

Sources:  Value  Line  Database  Sennce.  Imlilutional  Brokers  Estimate  System  (IBES),  a  senicc  ufLynd.i. 

Jones  &  R\<an,  via  Lotus  One  Souru- 

234 


FORBES,  IUNE25,  1990 


Solid  profit  growth.  Year  after  year. 


The  published  profit  attribut- 
able to  the  shareholders  of 
The  Hongkong  and  Shanghai 
Banking  Corporation  Limited 
has  risen  each  year  for  over 
20  years. 

Main  points  of  the  1989  results: 

•  attributable  profit  up  11.0% 
to  HK$4,774  million 
(US$611  million) 

•  earnings  per  share  up  10.0  % 

•  total  dividends  up  16.5  % 

•  one-for-ten  capitalisation 
issue  proposed  for  1990 

Together  with  its  subsidiaries  and 
associates,  The  Hongkong  and 


Shanghai  Banking  Corporation 
Limited  ranks  among  the  30 
largest  banking  groups  in  the 
world.  Listed  on  the  Stock 
Exchanges  in  Hong  Kong  and 
London,  its  shares  are  held  by 
over  165,000  shareholders.  The 
HongkongBank  group  has  more 
than  1,300  offices  worldwide 
and  a  staff  of  over  53,000. 

For  a  copy  of  the  1989  Annual 
Report,  please  write  to  our  US 
subsidiary:  Department  N2, 
Corporate  Communications, 
Marine  Midland  Bank,  140 
Broadway,  9/F,  New  York, 
NY  10015. 


HongkongBank 

The  Hongkong  and  Shanghai  Banking  Corporation  Limited 


Marine  Midland  Bank  •  Hang  Seng  Bank 

The  British  Bank  of  the  Middle  East  •  HongkongBank 

of  Australia  •  Hongkong  Bank  of  Canada 

Wardley  •  James  Capel  •  CM&M 
Equator  Bank 

Carlingford  and  GIbbs  Insurance  Groups 


Fast  decisions.  Worldwide. 

CONSOLIDATED  ASSETS  AT  31  DECEMBER  1989 
EXCEED  US$132  BILLION. 


Computerized  Investing 


Operating  income  is  revenues  mi- 
nus the  cost  of  goods  sold  and  selling, 
general  and  administrative  expenses. 
Operating  income  is  not  the  same  as 
profit.  Not  by  a  long  shot.  Before  you 
get  from  operating  income  to  net  prof- 
it you  have  to  deduct  depreciation, 
depletion  and  amortization,  interest 
and  income  taxes. 

Nevertheless,  operating  income 
matters  greatly.  The  most  common 
way  of  expressing  it  is  as  a  percentage 
of  revenues — the  operating  profit 
margin.  Operating  profit  margin  is  a 
good  comparative  measure  of  operat- 
ing efficiency:  Comparing  two  similar 
businesses,  it  discloses  which  of  the 
two  is  best  at  controlling  manufactur- 
ing and  selling  costs  and  at  persuading 
consumers  to  pay  a  good  price  for  its 
products. 

Two  companies  in  the  same  indus- 
try with  the  same  net  profit  margin 
could  have  wildly  different  operating 
profitability.  Perhaps  one  department 
store  is  well  run  but  owes  most  of  its 
operating  profit  to  banks  that  fi- 
nanced a  leveraged  buyout.  The  next 
one,  in  contrast,  has  empty  shelves 
and  unhappy  customers,  but  ekes  out 
a  profit  because  it  has  money  in  the 
bank.  The  first  one  will  have  a  high 
operating  margin,  the  second  one  a 
margin  near  zero. 

We  sought  companies  with  operat- 
ing margins  that  were  trending  up- 
ward but  were  still  below  the  averages 
for  their  industries.  Thus,  if  they  can 
raise  prices,  cut  overhead  or  unload 
low-margined  businesses,  they  will 
do  better,  and  that  will  eventually 
show  up  in  net  income.  Richard  Edel- 
man,  a  professor  of  finance  at  Ameri- 
can University's  business  school,  sees 
investment  potential  in  companies 
with  laggard  margins:  "Companies 
that  have  been  doing  poorly  have 
more  to  gain." 

Don't  expect  to  learn  much  by  com- 
paring operating  margins  of,  say,  a 
supermarket  chain  with  those  of  a 
computer  company.  The  margin 
number  is  most  useful  comparing  like 
companies.  The  average  restaurant 
chain  realizes  25  cents  in  operating 
income  out  of  each  sales  dollar.  Food 
wholesalers,  at  the  other  extreme, 
have  an  average  margin  of  only  3.8%. 
Utilities  have  large  operating  margins 
because  they  are  capital-intensive.  So 
don't  compare  a  company  except  with 
others  in  its  industry. 

To  generate  this  list  we  used  our 
Lotus  One  Source  computer  software 
and  Value  Line  Investment  Survey  data- 


base. Irregularities  in  year-to-year  per- 
formance were  smoothed  out  by  using 
two-year  average  margins  in  our  his- 
torical comparisons. 

The  companies  all  show  an  upward 
trend  in  their  operating  margins  ov^ 
the  past  five  years  yet  still  appear  to 
have  room  for  improvement.  Each  of 
these  companies  has  an  operating 
margin  no  higher  than  75%   of  the 


capitalization-weighted  margin  for  its 
industry. 

Remember  this:  An  improvement 
in  operating  margins  is  one  of  the 
quickest  ways  to  boost  net  profits. 
The  companies  in  this  list  are  well 
positioned  to  boost  operating  profits. 
They  are  thus  good  candidates  for  the 
kind  of  net  profit  gains  that  drive 
stock  prices  upward.  ■ 


Other  things  being  equal,  you  would  prefer 
stock  in  a  debt-free  company.  But  what  if 
other  things  arent  equal?  What  if  the  debt- 
ridden  stock  is  dirt  cheap? 

Weak  companies, 
strong  earnings 


By  Katarzyna  Wandycz 


ONE  GOOD  WAY  to  make  money 
is  to  buy  what  other  investors 
hate.  If  this  is  your  style,  take  a 
look  at  companies  with  an  ugly 
amount  of  debt  on  their  balance 
sheets.  The  computer  is  a  useful 
screening  tool  to  start  the  process. 

These  days  debt  is  a  four-letter 
word  on  Wall  Street.  That's  no  sur- 
prise: A  lot  of  people  have  been 
burned  by  junk  bonds,  $12  billion  of 
which  defaulted  last  year.  But  howev- 
er Wall  Street  reacts,  it  has  the  poten- 
tial for  overreacting.  So  we  set  our 
computer  to  hunt  for  companies  that 
may  have  been  unfairly  punished  in 
the  stock  market  for  having  steeply 
leveraged  balance  sheets. 

The  market  penalizes  debt-laden 
companies  for  good  reason.  The  debt 
might  scare  away  an  acquirer.  It 
might  also  tip  the  company  into 
Chapter  II  come  a  recession.  So  in- 
vestors prefer  a  debt-free  company  to 
a  debt-laden  one,  other  things  (like 
price/earnings  ratios)  being  equal. 

But  generally  speaking,  other  things 
aren't  equal.  Some  leveraged  compa- 
nies command  lower  p/e  multiples 


than  their  competitors  with  clean  bal- 
ance sheets.  At  a  certain  point,  the 
pendulum  swings  too  far.  The  lever- 
aged company  becomes  undervalued. 

Heekin  Can,  a  manufacturer  of 
metal  food  and  aerosol  cans  that  went 
public  in  1985  after  a  leveraged 
buyout  at  the  end  of  1982,  looks  like 
one  of  the  undervalued  ones.  Despite 
the  company's  high  return  on  equity 
and  briskly  rising  earnings,  it  trades  at 
a  bclow-markct  multiple  of  10.  Con- 
trast it  with  Crown  Cork  &.  Seal,  a 
firm  with  a  stronger  balance  sheet  in 
the  faster-growing  beverage  can  mar- 
ket and  with  a  multiple  of  17. 

No  question,  Heekin  has  more  than 
its  share  of  debt.  Where  the  average 
pubHc  company  carries  72  cents  of 
total  debt  for  every  dollar  of  equity, 
according  to  Kenneth  Hackcl,  presi- 
dent of  Systematic  Financial  Manage 
ment  in  Fort  Lee,  N.J.,  Heekin  has 
$2.3.  But  this  debt  won't  sink  the 
company.  Last  year  Heekin's  earnings 
before  interest  and  taxes  were  $37.1 
million,  comfortably  more  than  its 
$16.3  million  interest  expense.  Di- 
vide those  two  numbers  and  you  get 
what  analysts  call  an  interest  cover- 
age of  2.3. 
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EXCLUSIVELY  FROM  FIDELITY 


Only  Spartaif 
Guarantees  Low 

Costs  Through  1995! 


No  One  Backs  Its  Commitment  To 
High  Yields  Like  Fidelity. 

spartan  Money  Market  Fund  was  designed  to  bring 
investors  high  current  yields  through  low  0.45%  operating 
expenses  over  the  long  term.  And  now,  unlike  any  other 
fund,  Spartan  backs  that  commitment  with  an  exclusive 
long-term  Low-Cost  Guarantee  through  1995! 

Other  things  being  equal,  Spartan's  low  costs  mean 
high  yields  over  the  long  term.  Plus,  Spartan  helps  control 
transaction  costs  by  charging  only  for  those  transactions 
you  make.' 

High  Quality  and  Stability  from  a 
Money  Market  Leader.    • 

Fidelity's  Spartan  Money  Market  Fund  invests  primar- 
ily in  high-quality  short-term  securities  issued  by  financial 
institutions,  corporations  and  government  agencies.  And, 
the  Fund  is  managed  to  maintain  a  stable$l  share  price, 
so  your  share  price  should  not  fluctuate  with  changing 
market  conditions.  Managing  over  $40  billion  in  money 
market  assets.  Fidelity  has  the  money  market  expertise 
you  seek.^ 


Switch  To  Fidelity's  Spartan  For 
The  Long-Term. 

Why  not  join  the  more  than  100,000  Americans  who 
have  invested  more  than  $8  billion  in  Spartan  Money 
Market  Fund  since  its  inception  in  January  1989? 

For  more  complete  information  on  Spartan  Money 
Market  Fund  including  management  fees  and  transaction 
expenses,  call  or  write  for  a  free  prospectus.  Read  it  care- 
fully before  you  invest  or  send  money  (Minimum  invest- 
ment: $20,000.) 


Fidelity's  Spartan® 
Money  Market  Fund 


a64ia30 


Eflfective 
Yield* 


Current 
Yield* 


Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-8888 


Fidelity  Wf-^lmrestments 


® 


Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O  Box  660603,  Dallas,  TX  75266-0603.  CODE:  FORB/SPM/062590 

♦Annualized  historical  yields  for  the  7-day  period  ending  5/21/90.  Effective  yield  assumes  reinvested  income.  Yields  will  vary  Fidelity  is  temporarily  paying 
for  a  portion  of  the  Fund's  expenses.  If  the  adviser  had  not  paid  a  portion  of  the  fund's  expenses,  the  current  and  effective  yields  would  have  been  790% 
and  8.22%,  respectiveh.  The  expense  limitation  may  be  terminated  or  revised  at  any  time,  at  which  time  expenses  will  go  up  and  yield  will  go  down. 
2r     (Through  12/31/95,  the  Fund's  expenses  will  not  be  more  than  .45%.)  'These  transactions  will  reduce  your  yield  depending  on  the  number  you  make. 


The  Universal  Lan( 


JAGE  OF  Innovation. 


At  Daewoo,  we  bend  over  backwards 
to  find  new  ways  of  looking  at  old 
problems.  It's  part  of  an  innovative 
spirit  that  is  shared  by  each  of  the 
almost  100,000  people  that  make  up 
Daewoo.  And  that  same  spirit  has 
helped  make  Daewoo,  in  little  more 
than  two  decades,  a  universal  name 
in  fields  as  diverse  as  trading  and 
shipbuilding,  aeronautics  and 
electronics,  construction  and 
telecommunications,  finance  and 
heavy  industry.  Tofina  out  how  the 
innovative  spirit  behind  Daewoo's 
growth  can  spur  your  own,  call 
Daewoo. 

Daewoo  International  (America)  Corp.  (212)  909-8200. 


The  Universal  Language  of  Quality. 


Computerized  Investing 


Here's  another  way  of  looking  at 
Hcekin.  Its  operating  income  (earn- 
ings before  depreciation,  interest  and 
taxes)  will  be  $50  million  this  year. 
Compare  that  with  its  total  market 
capitalization  (debt  outstanding  plus 
market  value  of  shares  outstanding)  of 
$264  million.  Thus,  at  the  recent 
price  of  3 8 'A,  Heekin  is  valued  at  5.3 
times  operating  income. 

Crown  Cork,  according  to  Timothy 
Bums,  an  analyst  at  Prescott,  Ball  &. 
Turben,  is  going  for  over  7  times  its 
operating  income  (including  the  near- 
ly completed  $336  million  acquisi- 
tion of  a  division  of  Continental  Can). 
Sighs  Perry  Schwartz,  Heekin's  chief 
financial  officer,  "Ever  since  Drexel, 
Wall  Street  has  become  extremely 
nervous  about  debt  even  if  companies 
can  afford  to  carry  it." 

We  screened  the  Media  General  da- 


tabase for  other  companies  that  are 
leveraged  but  appear  healthy  and  un- 
dervalued. All  our  selections  have 
debt-to-equity  ratios  over  80%  while 
selling  for  no  more  than  16  times  lat- 
est 12-month  earnings.  We  eliminat- 
ed companies  in  which  interest  cover* 
age  (pre-interest,  pretax  income,  di- 
vided by  interest  expense)  was  less 
than  2.  Another  figure  we  looked  at  is 
what  Media  General  defines  as  cash 
flow:  net  income  plus  depreciation. 
We  ruled  out  companies  with  debt  of 
more  than  7  times  cash  flow.  One 
final  refinement:  a  minimum  12% 
growth,  based  on  Institutional  Broker- 
age Estimate  System  estimates,  from 
last  year's  earnings  per  share  to  this 
year's  estimated  earnings. 

The  result  is  a  group  that  includes 
Colgate-Palmolive,  Humana  and  May 
Department  Stores,  as  well  as  such 


smaller  companies  as  Fedders.  The  air 
conditioner  maker  suffered  losses 
in  the  early  Eighties,  but  its  profits 
went  up  nearly  8I/2  times  over  the  last 
five  years. 

Toymaker  Mattel  is  an  interesting 
case.  It  has  $218  million  in  debt  to  a 
mere  $214  million  in  stockholders' 
equity.  It  also  has  $220  million  in 
cash  and  marketable  securities.  "The 
perception  is  that  because  there  is  a 
high  debt-to-equity  ratio  it's  a  finan- 
cially weak  company,"  says  Mark 
Manson,  an  analyst  at  Donaldson, 
Lufkin  &  Jenrette.  Toys  are  faddish,  to 
be  sure,  but  Manson  says  75%  of  Mat- 
tel's sales  come  from  such  evergreens 
as  Barbie  dolls  and  Hot  Wheels  cars. 
Recently  Mattel  announced  plans  to 
retire  $75  million  of  debt,  and  said  it 
will  commence  paying  common  divi- 
dends after  a  seven-year  lapse.  ■ 


Debt  isnt  so 

bad,  if 

you  can 

pay  it  back 

Wall  Street  doesn't  like  debt-ridden  companies — usual- 
ly with  good  reason — and  accords  them  below-market 

multiples.  But  sometimes  the  pendu 
and  a  leveraged  company  becomes  a 

lum  swings 
bargain. 

too  far 

Recent 

Company/business                                                         price 

Latest 
fiscal  year 
sales  (Smil) 

Latest 

12-mos 

P/E 

Debt  as 

%of 
equity 

Fixed 

charge 

coverage 

Cash 
flow/ 

debt 

Return 
on 

equity 

Expected 
EPS 

gain* 

Addington  Resources/coal                                               18'/4 

$221 

13.3 

289% 

2.23 

0.17 

21.5% 

69.0% 

CDI/personnel  services                                                   1 1  Vh 

887 

10.7 

89 

6.12 

0.35 

20.2 

16.0 

Colgate-Palmolive/household  products                         63V8 

5,039 

15.4 

151 

6,15 

0.31 

40.0 

12.3 

Fedders/air  conditioners                                                  16% 

368 

13.4 

99 

6.76 

0.25 

26.8 

19.0 

Forschner  Group/cutlery  &.  pocket  knives                       9'/i 

44 

12.7 

99 

9.14 

0,46 

41.9 

29.1 

Furon/plastic  products                                                    1 7V4 

250 

11.0 

118 

3.65 

0.30 

17.7 

16.5 

Gantos/retailing                                                               lO'/j 

174 

11.5 

97 

4.14 

0,34 

16.6 

20,0 

Genlyte  Group/light  fixtures                                         9 

511 

9.3 

318 

2.10 

0.19 

24.8 

16,8 

Heekin  Can/food  cans                                                    38 '/^ 

276 

9.7 

227 

2.16 

015 

20.3 

17.3 

Humana/health  care                                                          45% 

4,088 

16.0 

86 

3  88 

040 

19  3 

15.6 

King  World  Productions/rv  syndication                       37'/n 

396 

12.5 

144 

14.14 

0.89 

117.5 

14.5 

Leslie  Fay  Cos/women's  apparel                                    14% 

683 

10.6 

87 

3.13 

0.18 

16.7 

22.5 

Live  Entertainment/home  entertainment                     23 '/2 

352 

13.8 

119 

3.55 

0.25 

25.4 

42.5 

Loral/electronics                                                              29'/2 

1,187 

9.5 

82 

3,40 

0.27 

16,9 

13.5 

Mattel/toys                                                                      24 '/i 

1,237 

14.7 

101 

3.16 

0  56 

37.2 

22.4 

May  Department  Stores/department  stores                  57Vi 

9,602 

15.8 

129 

4.43 

0.22 

21.5 

20.1 

Medusa/cement                                                                1 7% 

184 

14.8 

289 

3.19 

0.40 

67.6 

24.1 

Myers  Industries/vehicle  maintenance  prods               lOVi 

184 

13.7 

86 

4,23 

0,30 

18.1 

14.5 

Neeco/retailing                                                                19'/4 

180 

11.0 

88 

4,36 

O.li 

16.1 

30,7 

Phillips-Van  Heuscn/men's  apparel                                 19% 

641 

11.8 

358 

2,41 

0,21 

63  4 

35. ,< 

Pioneer  Standard  Electrn/elcctronics                             13'/2 

302 

12.7 

137 

2.96 

0.17 

16.8 

26,4 

Scotsman  Industries/refrigeration  products                    8 

174 

9.3 

692 

2.97 

0.16 

77.4 

16.3 

Shaw  Industries/carpeting                                              32'/n 

1,176 

10.0 

106 

4.44 

0.40 

25.8 

38.2 

Solectron/computers                                                       12 

130 

10.7 

83 

8.60 

0,60 

38.1 

18  3 

Stevens  Graphics  CI  A/printin>;  equipment                   17'/i 

92 

14.5 

87 

3,50 

0.23 

16  1 

.W6 

*lastitutional  Brokers  Estimate  System  projection  of  1990  gain  over 

1W9 
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In  1866,  when  the  transatlantic  cable  linked  two  continents, 
Allendale  had  been  in  touch  with  its  customers  for  31  years. 


The  telegraph.  For  years  engineers  had  dreamed 
of  using  it  to  bridge  the  communication  gap  between 
Europe  and  North  America.  But  it  wasn't  until  1866 
that  the  dream  became  reality.  And  when  the  Great 
Eastern  sent  the  first  message,  Allendale  had  been 
listening  and  responding  to  clients  for  31  years. 

In  a  chariging  world  where  events  like  this  shape 
history,  this  is  our  way  of  reminding  you  of  one  progres- 
sive, stable  company  that's  been  in  business  since  1835. 


Today  at  Allendale,  we  continue  to  shape  the 
history  of  loss  control  with  engineering,  training, 
research  and  testing,  responsiveness  and  fairness  in 
the  way  we  do  business.  After  a  century  and  a  half,  that 
part  of  our  philosophy  is  not  about  to  change. 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02129. 

Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


Computerized  Investing 


There  are  so  many  seedy  companies  on  the 
American  Stock  Exchange  that  the  good 
ones  can  easily  be  overlooked.  Here's  how 
to  find  the  needles  in  the  Amex  haystack 


Treasure  hunt 


By  Gilbert  Steedley 
and  Warren  Midgett 


If  your  preference  in  stocks  runs  to 
catching  a  ride  on  the  hot  ones,  you 
can  hunt  through  the  "New  highs" 
hst  and  pay  whatever  it  takes  to  get 


on  board.  If  you  are  the  opposite  kind 
of  investor,  then  you  seek  out  compa- 
nies that  have  been  overlooked  by 
others  and  are  trading  a  bit  cheaper 
than  their  inherent  worth. 

One    place    to    find    underpriced 
stocks  is  on  an  exchange  that  all  too 


Sifting  through 

the  Amex 

These  companies  have  respectable  returns  on  equity,  decent  bal- 
ance sheets  and  prices  no  more  than  17  times  earnings. 

Company/business 

Recent 
price 

Latest 

12-mos 

P/E 

1990 
EPS* 

5.yr 

average 

ROE 

Price/ 
book 

Amdahl/computers 

16'/8 

13.0 

$1.51 

13.2% 

1.49 

Bergen  Brunswig/drug  wholesaling 

27 

15.7 

1.77 

12.5 

2.23 

Binks  Manufacturing/spray  coating  equip 

41 

12.1 

3.30 

10.3 

1.36 

Bio-Rad  Labs  CI  A/medical  equip 

203/8 

14.8 

1.42 

14.9 

2.25 

Blair/mail  order 

341/2 

10.3 

3.44 

26.3 

2.70 

Caesars  New  Jersey/casino  &.  hotel 

151/4 

7.5 

1.92 

16.1 

1.27 

Citizens  First  Bancorp/banking 

12'/4 

7.7 

1.50 

18.3 

1.32 

Duplex  Products/business  forms 

17V8 

9.3 

2.10 

12.6 

1.26 

Fab  Industries/textiles 

34'/^ 

106 

3.26 

11.8 

1.18 

First  Empire  State/banking 

65% 

9.4 

7.92 

12.9 

1.18 

Florida  Rock  Industries/construction 

301/8 

13.8 

2.65 

18.7 

1.75 

John  Fluke  Mfg/precision  instruments 

23y8 

7.8 

2.13 

11.2 

1.38 

Hasbro/toys 

2078 

13.4 

1.77 

14.2 

1.42 

NS  Group/steel 

131/2 

16.3 

1.20 

18.2 

1.77 

O'SulIivan/plastic  &  rubber  products 

10 

11.6 

ino 

20.9 

2.10 

Olsten/temporary  office  personnel 

16  Ml 

14.3 

1.34 

19.9 

2.76 

Peoples  Bancorp  NC/banking 

15y4 

9.5 

1.85 

12.7 

1.44 

JM  Peters/home  building 

/Vs 

4.1 

1.32 

28.1 

0.96 

Ruddick/supermarkets 

281/4 

11.9 

2.00 

11.8 

1.72 

Valspar/specialty  chemicals 

361/2 

16.9 

2.44 

19.3 

3.31 

*r,stimatcd     Sources  Media  (Jericral.  Imtiluiioiuil  lirokers  lisitmatc 
Ryan,  via  lotus  One  Source. 

SysU'iti,  CI  siriicv  of  lyiuh 
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Amex  heavyweights 


The  largest  Amex  listings  could 
easily  qualify  for  the  Big  Board. 


Company 


Market  value 
($mil) 


Carnival  Cruise  Lines  CI  A 


$3,098 


Viacom 


2,882 


Turner  Broadcasting  Sys 


2,237 


Brown-Forman  CI  B 


2,091 


New  York  Times  CI  A 


1,882 


Amdahl 


1,774 


Giant  Food  CI  A 


1,677 


BHC  Communications 


1,447 


Pall 


1,340 


Hubbell  CI  B 


1,292 


many  investors  view  as  a  trash  bm, 
and  that  is  the  American  Stock  Ex- 
change. For  years  the  Amex  has  been  a 
rest  stop  for  over-the-counter  issues 
that  were  not  quite  ready  to  graduate 
to  the  Big  Board,  and  a  refuge  for  en- 
trenched managements  that  wanted 
to  list  multiple  classes  of  stock.  In  the 
1980s  the  American  Exchange  also 
developed  a  reputation  for  energy 
stocks,  a  sector  now  in  the  dumps. 

About  900  companies  trade  on  the 
Amex,  a  number  that  hasn't  changed 
much  since  the  early  1980s.  During 
the  decade  the  Amex  steadily  lost 
ground  in  market  share,  as  measured 
by  total  capitalization,  to  both  the 
New  York  Stock  Exchange  and  the 
Nasdaq.  In  a  pathetic  scheme  to  shore 
up  the  reputation  of  its  stocks,  the 
Amex  publishes  a  performance  index 
artificially  boosted  by  inclusion  of  re- 
invested dividends.  That  makes  it  im- 
possible to  compare  with  the  better- 
known  mdcxcs — the  nyse,  Dow,  s&.p 
500  and  Nasdaq — which  measure 
price  changes  only. 

Should  investors  therefore  shun  the 
Amex?  Not  necessarily.  Wc  turned  to 
our  computer  to  find  undervalued 
stocks  there,  and  we  found  quite  a  few 
candidates  (sec  kih/c,  left).  Our  criteria 
were  a  return  on  equity  above  10%, 
strong  balance  sheets  (dcbt-to-cquity 
not  to  exceed  80%)  and  a  share  price 
above  ,S.  All  seem,  at  first  pass,  to  be 
reasonably  priced:  Their  p/es  arc  less 
than  or  equal  to  17.  The  computer,  of 
course,  can  make  a  first  pass  only. 
Some,  but  by  no  means  all,  of  the 
Amex  stocks  listed  here  are  good 
buys.  But  the  list  is  at  least  a  starting 
point  for  conducting  your  own  Amex 
treasure  hunt.  ■ 
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A  New  Addition  To  Vanguards  Family  Of  Index  Funds 

INTRODUCING 

VANGUARD  INTERNATIONAL 

EQUITY  INDEX  FUND 


The  growth  in  international  stock  markets 
has  considerably  outpaced  that  of  the  U.S. 
stock  maricet  over  the  last  decade.  Almost 
two-thirds  of  the  world's  equity  market  capital- 
ization now  lies  outside  the  United  States. 

As  a  result  of  the  dramatic  evolution  of  the 
European  economy  and  the  continuing  growth 
of  Pacific  economies,  considering  interna- 
tional stocks  as  a  way  to  diversify  your  port- 
folio makes  sound  investment  sense. 

2  Investment  Opportunities 

The  new  no-load  Vanguard  International 
Equity  Index  Fund  offers  two  broadly  diver- 
sified Portfolios,  giving  you  \he  flexibility  to 
customize  your  own  international  fund. 

You  can  invest  in  either  the  European 
or  Pacific  markets— or  you  can  invest  in  both 
regions  if  you  choose. 

The  European  Portfolio 

This  Portfolio  seeks  investment  results  paral- 
leling those  of  the  Morgan  Stanley  Capital 
International  Europe  (FREE)  Index*— an 
unmanaged  index  consisting  of  the  securities 
of  nearly  600  companies  in  13  European 
countries. 

The  Pacific  Portfolio 

This  Portfolio  seeks  investment  results  paral- 
leling those  of  the  unmanaged  Morgan  Stan- 
ley Capital  International  Pacific  Index,*  con- 
sisting of  more  than  400  securities  from  Japan 
(whose  stocks  are  the  major  Index  compo- 
nent), Australia,  New  Zealand,  Hong  Kong, 
and  Singapore. 

Iiitemational  investing  is  not  without  risk, 
of  course.  Foreign  stocks  exhibit  the  inherent 
volatility  associated  with  equity  investing. 
And  an  investor's  return  is  also  affected  by 
both  currency  risk  and  country  risk. 


Plus  the  4  Advantages  of  Indexing 

Vanguard— the  leader  in  mutual  fund  indexing 
—introduced  indexing  to  the  individual  inves- 
tor in  1976,  and  presently  manages  more  than 
$2  billion  in  indexed  assets. 

The  Fund  brings  the  benefits  of  indexing 
to  individual  investors  interested  in  the  inter- 
national area.  The  Fund  seeks  to  offer 

•  Broad  diversification  through  investment  in 
hundreds  of  stocks  in  each  of  the  two  indexes. 

•  Relative  predictability  compared  to  the  per- 
formance of  the  two  target  indexes. 

•  Low  operating  costs  resulting  from  manage- 
ment on  an  at-cost  basis  by  Vanguard's 
investment  staff. 

•  Low  transaction  costs  resulting  from  mini- 
mum portfolio  turnover.  Share  purchases 
include  a  1%  transaction  fee,  paid  to  the 
Fund,  to  offset  the  higher  costs  of  bujring 
foreign  stocks. 


Until  the  Portfolios  begin  investing  in  equities  on 
June  18, 1990,  assets  will  be  invested  in  money 
market  securities.  Share  purchases  before  this 
date  will  be  subject  to  the  transaction  costs 
incurred  as  initial  investments  are  made  for  the 
Portfolios.  Share  purchases  on  or  after  this  date 
will  include  the  1%  transaction  fee  noted  above. 


$3,000  minimum  initial  investment;  $500  for  IRAs. 

Please  read  the  Fund's  prospectus  carefully  before  you  invest 
or  send  money  It  contains  complete  information  on  the  trans- 
action fee,  distribution  charges  and  other  expenses. 

Call  I'SOO-CGZ'SHIP 

Any  Day,  Any  Hour 
For  A  Free  Information  Kit 

*  Vanguard  International  Equity  Index  Fund  is  neither 
sponsored  by  nor  affiliated  with  Morgan  Stanley  Capital 
International.  Past  performance  of  course,  can't  guarantee 
the  future  results  of  either  the  Indexes  or  the  Rmd. 
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Short-Selling 


You  can  turn  personal  experiences  as  a 
consumer  into  good  investment  opportu- 
nities. Remember  that  the  next  time  you  get 
a  lousy  car  or  had  restaurant  service. 

Don't  get  mad, 
go  short 


By  Frederick  E.  Rone  Jr. 

Tl  HAT  IDOL  OF  Wall  Street,  Peter 
Lynch,  now  retired  from  the  Fi- 
delity Magellan  Fund,  was  proud 
of  how  he  used  common  sense  and  his 
positive  everyday  experiences  to  find 
great  stock  picks. 

Read  all  about  it  in  his 
One  Up  On  Wall  Street. 
Lynch  liked  the  dough- 
nuts at  Dunkin'  Donuts 
and  bought  the  stock.  He 
liked  the  beds  at  La 
Quinta  Motor  Inns  and 
his  wife  liked  the  L'eggs 
pantyhose  made  by 
Hanes.  Lynch's  fund 
bought  the  stocks.  In 
these  cases  and  many  oth- 
ers, the  results  were 
spectacular  investment 
returns. 

What  if,  as  a  consumei^, 
you  don't  like  the  mer- 
chandise? Your  dough- 
nuts are  stale.  Your 
mattress  is  lumpy.  Your 
wife's  stockings  run  the 

first  time  they're  worn.     

Despair  not.  These  experiences  can  be 
turned  into  profitable  short  sales. 

Sadly  for  the  world,  but  happily  for 
people  who  sell  borrowed  shares  in 
the  hope  that  the  shorted  stocks  will 
go  down,  there  are  as  many  idiotic 
business  concepts  as  good  ones,  and  as 
many  shoddy  products  as  outstanding 
ones.  So  the  next  time  you  get  truly 
annoyed  at  a  product  that  won't  work 
or  at  a  salesman  who  lies  to  you,  don't 
fire  off  an  angry  letter  to  the  chief 
executive.  Think  seriously  about 
shorting  the  company's  stock. 


I  call  this  type  of  short  sale  a  "Clint 
Eastwood  short."  In  his  Dirty  Harry 
films,  Eastwood  was  invariably  con- 
fronted with  rude,  annoying  people 
whom  he  would  suffer  for  just  so  long 
before  blowing  them  away.  This  out- 
let for  frustration  is  illegal  in  the  U.S. 


chain  featured  gourmet  build-it-your- 
self  hamburgers.  You  could  tell  it  was 
a  concept  stock  because  the  financials 
were  so  bad.  The  company  had  a  lot  of 
debt  and  had  paid  through  the  nose  for 
dubious  locations  as  it  grew  rapidly. 
The  earnings  were  paltry  and  the  mar- 
ket capitalization  was  out  of  propor- 
tion to  everything  but  management's 
promises. 

When  my  family  and  I  arrived,  the 
restaurant,  which  was  huge,  was  de- 
serted. The  entire  staff  was  in  the 
open  kitchen  entertaining  themselves 
with  a  radio.  They  ignored  us.  After 
much  pleading,  we  were  eventually 
served  some  undercooked  meat.  I 
handed  money  to  a  waiter  who  disap- 
peared. More  pleading  to  other  mem- 
bers of  the  staff  got  me  my  change.  We 
had  two  or  three  other  hassles  before 
we  left. 

I  went  to  the  office  the  next  day  and 
shorted  the  stock  at  SVi.  I  covered, 
like  a  coward,  at  2.  Dirty  Harry  proba- 
bly would  have  hung  in  there.  Fudd- 
ruckers  eventually  reorganized,  with 
the  successor  stock  last  quoted  at  56 


>akj  lnUTii.ilninjl 


cents. 


Ever  bad  had  sendee  at  a  restaurant''  Or  an  undercooked  eutreei' 
Or  mayheyou  didn't  like  the  decor ?  Short  the  stock. 


Short-selling,  however,  is  not  vcrbo- 
ten  here  (although  it  is  in  many  other 
countries).  I've  gotten  some  of  my 
best  short-selling  ideas  from  my  own 
bad  experiences.  No,  these  short  posi- 
tions don't  always  work  out — neither 
did  all  of  Peter  Lynch's  longs — but 
they  have  all  been  a  healthy  way  to 
blow  off  steam. 

Several  years  ago  I  took  my  family 
to  dinner  at  a  Fuddruckcrs  near  our 
house.  At  the  time  Fuddruckcrs  was  a 
very  popular  company  on  Wall  Street, 
a   "concept"   stock.   The   restaurant 


Story  number  two.  In 
1987  Sears,  Roebuck  sent 
around  a  couple  of  repre- 
sentatives to  talk  about 
putting  polyvinyl  siding 
on  our  clapboard  guest 
house.  Actually,  the  sales- 
men worked  for  a  compa- 
ny called  AMRE,  a  Sears  li- 
censee. They  seemed  like 
a  couple  of  characters  out 
of  that  1987  comedy 
about  siding  salesmen,  Ihi 
Men  Their  bid  seemed  ri- 
diculously high.  I  protest- 
ed. "Tell  you  what,"  one 
said,  "you  just  sign  here 
and  we'll  throw  in  storm 
windows  free." 

I  didn't  sign  up,  but  I  did 
read  amre's  annual  report. 

It  told  me  that  at  amre, 

materials  and  labor  represented  about 
one-third  of  sales.  A  general  contr;K 
tor  marks  up  materials  and  labor  may 
be  25%.  These  people  were  marking 
them  up  almost  200%.  A  bull  in  the 
stock  tried  to  be  patient  with  me. 
"Shad,"  he  said,  "you  don't  under- 
stand. This  is  not  a  general  contract- 
ing company.  This  is  a  telemarketing 
company.  Do  you  realize  that  of  the 
people  who  contract  for  amre's  sid- 
ing, more  than  90%  sign  up  on  the 
first  meeting?"  I  understood  why. 
Nearly  everyone  who  bothered  to  get 
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a  second  bid  would  never  consider 
using  AMRE.  I  shorted  amre  at  $11 
(adjusted  for  a  subsequent  split).  It's 
now  trading  at  half  that.  I  never  did 
get  off  a  stern  letter  to  the  chairman  of 
Sears,  but  I  made  a  profit  on  the  short. 
I've  been  mad  and  I've  made  money, 
and  making  money  is  better. 

Sometimes  my  retaliatory  shorts 
backfire.  I  once  had  the  unpleasant 
experience  of  putting  Viadent  tooth- 
paste in  my  mouth.  The  active  ingre- 
dient is  sanguinarine,  a  substance  de- 
rived from  the  bloodroot  plant  and 
believed  to  be  effective  in  preventing 
all  sorts  of  gum  problems  caused  by 
plaque  and  tartar.  It  also  tastes  like 
garbage. 

Again,  I  sent  off  for  financials  for 
producer  Vipont  Pharmaceutical.  In 
terms  of  price  to  sales,  price  to  earn- 
ings and  price  to  book  value,  the  stock 
seemed  absurdly  overvalued.  I  had  a 
few  friends  test  the  product.  One 
friend  convinced  me  that  a  short  sale 
had  merit.  "Shad,"  he  said,  "people 
are  not  going  to  put  a  product  in  their 
mouths  which  smells  bad,  tastes  bad 
and  is  brown." 

I  shorted  Vipont  at  $15.  But  Col- 
gate-Palmolive's  decision  not  long 
ago  to  acquire  Vipont  at  $14  left  a 
bitter  taste  in  my  mouth. 

I  haven't  stopped  looking  for  that 
personal  insight  that  can  lead  to  a 
killing.  Here  are  two  short  positions 
that  remain  on  my  books. 

If  Mrs.  Peter  Lynch  is  an  inspiration 
for  investing  ideas,  well,  so  is  my 
wife.  Recently  she  grumbled  about 
Tiffany  &  Co.  (nyse,  48),  "I  don't  see 
why  anybody  shops  there."  Like 
AMRE,  Tiffany  has  a  fairly  high  gross 
margin  (about  50% ),  so  the  customers 
will  keep  coming  back  only  if  they 
think  the  service  is  terrific.  And  some 
of  them  don't  think  that.  One  woman 
I  know  became  apoplectic  over  a  mis- 
understanding with  a  clerk  about 
whether  she  could  return  an  expen- 
sive watch  jjought  for  her  husband. 

What  about  the  financials?  Tiffany 
is  debt-free  and  enjoys  a  very  high 
return  on  equity.  But  you  pay  an  aw- 
ful lot  for  this  kind  of  quality— 22 
times  earnings.  Further,  the  world- 
wide contraction  of  credit  means  that 
even  the  rich  will  be  more  careful 
with  their  money.  The  flagship  store 
in  New  York  City  has  depended  on 
the  Japanese  for  a  lot  of  its  traffic,  and 
the  decline  in  the  yen  and  the  crash  in 
the  Nikkei  surely  mean  that  Japanese 
customers  will  have  less  money  to 
spend.  If  you  can  get  off  a  short  in  the 


upper  40s,  do  it,  with  a  price  objective 
of  35. 

Here's  another  candidate  for  finan- 
cial revenge:  General  Motors.  First  I'll 
tell  you  why  I  have  a  grudge  against 
this  company  and  then  I'll  tell  you 
what  to  do,  which  is  not  to  short  gm 
common. 

During  the  last  18  months  the  fuel 
pump  in  my  wife's  1987  Chevrolet 
Suburban  has  gone  out  three  times, 
leaving  her  stranded.  Since  the  fuel 
pump  is  inside  the  fuel  tank,  the  re- 
pair job  is  very  expensive;  our  v/arran- 
ty  expired  shortly  before  the  problems 
began,  naturally.  General  Motors,  of 
course,  is  making  a  big  fuss  over  its 
recent  quality  improvements,  but  I 
figure  that  there  are  a  lot  of  other 
General  Motors  customers  who  have 
gripes  about  older  models  and  are  not 
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You  don't  like  a  Jinn's  returns  policy?  Or 
warrant)'?  Short  the  stock. 

in  any  mood  to  forgive. 

So  why  not  short  General  Motors' 
common?  Because  the  stock  trades  at 
a  relatively  low  multiple  of  earnings 
and  pays  a  relatively  high  dividend. 
But  the  GM  Class  E  shares  are  another 
story — a  rather  complicated  story  that 
I  will  try  to  make  simple. 
•  General  Motors  bought  Ross  Per- 
ot's Electronic  Data  Systems  almost 
six  years  ago.  In  connection  with  the 
acquisition.  General  Motors  spun  out 
to  its  shareholders  the  Class  E  shares, 
which  pay  a  small  dividend,  based  on 


the  performance  of  eds.  There  are  238 
million  of  these  shares  outstanding, 
of  which  92  million  are  in  public 
hands  and  the  rest  owned  by  General 
Motors.  As  part  of  the  acquisition, 
nontransferable  notes  were  issued  to 
original  Electronic  Data  Systems 
holders  entitling  them  to  the  differ- 
ence between  $31.25  and  the  average 
trading  price  of  the  Class  E  shares 
during  the  three  weeks  preceding  Oct. 
8,  1991,  if  that  price  is  less  than 
$31.25. 

gm's  maximum  exposure  on  these 
notes  is  $656  million,  but  it  can  get 
off  scot-free  if  only  it  can  keep  the 
Class  E  stock  propped  up  until  Oct.  18 
of  next  year.  Indeed,  General  Motors 
has  been  repurchasing  these  shares  in 
the  open  market,  and  is  currently  in 
the  process  of  repurchasing  10  million 
more.  Note  that  gm  borrows  money 
these  days  at  6%  aftertax,  while  the 
dividend  yield  on  the  E  shares  is  less 
than  2%,  so  the  Class  E  purchases 
wouldn't  make  much  sense,  absent 
the  liability  on  the  notes. 

I  think  the  E  shares  will  fall.  Come 
October  1991,  General  Motors  will 
lose  its  incentive  to  support  them. 
Bear  in  mind  than  an  E  share  does  not 
represent  ownership  in  any  company. 
It  is  simply  the  right  to  a  dividend 
stream  that  gm  grants  the  holder.  The 
shares  are  worth  the  discounted  pres- 
ent value  of  an  unpredictable  divi- 
dend stream.  By  my  calculation — 
which  capitalizes  the  current  divi- 
dend of  56  cents,  allowing  for  some 
growth  in  it — the  E  shares  are  worth 
all  of  $12  apiece.  The  stock  is  trading 
at  36. 

It  is,  to  be  sure,  quite  a  reach  from 
faulty  fuel  pumps  to  E  shares.  But  the 
two  are  not  entirely  unrelated.  Most 
of  EDs'  revenue  comes  from  captive 
work,  doing  computational  chores  for 
gm.  If  GM  has  a  hard  time  selling  its 
Chevrolets,  it  will  be  that  much  hard- 
er for  EDS  to  remain  a  growth  compa- 
ny. And  fast  growth  at  eos  is  the  only 
way  to  make  a  plausible  case  for  own- 
ing its  dividend  income  stream.  This 
is  the  logic — and  the  fuel  pump  the 
catalyst — behind  my  decision  to  short 
the  E  shares. 

Do  you  have  the  makings  of  a  suc- 
cessful short-seller?  You  have  to  have 
a  lot  of  staying  power  and  a  thick 
skin.  Short-sellers  are  not  well  liked. 

A  frequent  complaint  about  short- 
sellers  is  that  they  see  all  glasses  as 
half-empty  and  never  as  half-full. 
Nonsense.  A  lot  of  those  glasses  are 
empty.  ■ 
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Short-Selling 


You  neednt  be  a  short-seller  to  profit  from 
reading  a  company  s  balance  sheet  the 
way  the  short-sellers  do. 


Early 
warnings 


By  Dana  Wechsler 


A  FEW  MONTHS  AGO  Digital  Mi- 
cro wavc  Corp.  was  flying  high. 
\  The  stock  climbed  to  34  in 
January,  double  what  it 
had  been  two  years  earli- 
er. The  manufacturer  of 
microwave  radios  used  in 
cellular  and  other  tele- 
phone networks  reported 
profits  of  $  11 .6  million,  or 
95  cents  a  share,  on  reve- 
nues of  $66  million  for  the 
fiscal  year  ended  Mar.  31, 
1989.  Reported  sales  and 
earnings  were  up  from  the 
previous  year,  and  fiscal 
1990  was  coming  in  even 
stronger. 

But  even  as  the  wonder- 
ful numbers  were  coming 
in,  a  handful  of  investors 
were  unimpressed.  They 
built  up  a  short  position  of 
2.3  million  shares,  or  20% 
of  common  shares  out- 
standing. 

What  did  the  Digital 
Microwave  shorts  see  that 
the  company's  bulls 
didn't?  Trouble  brewing 
on  the  balance  sheet.  Ac- 
counts receivable  had 
jumped  from  27%  of  an- 
nual sales  on  Mar.  31, 
1988  to  45%  a  year  later. 
Inventories  had  also 
swelled,  from  45%  of  the 
previous  year's  cost  of 
goods  sold  at  the  end  of 
fiscal  1988  to  52%  at  the 
end  of  fiscal  1989. 

Largely  on  the  basis  of 


these  numbers,  Michael  Murphy,  edi- 
tor of  the  newsletter  Oi'erpriced  Stock 
Senice,  advised  his  readers  to  sell  Digi- 
tal Microwave's  stock  short  last  fall. 
"We  don't  know  for  sure  what's  going 


¥ 


on,"  wrote  Murphy  in  his  newsletter, 
"We  are  simply  reading  the  balance 
sheet  and  following  [our]  Seventh 
Rule:  Problems  show  up  on  the  bal- 
ance sheet  first,  and  then  percolate  to 
the  income  statement." 

For  a  few  months  after  Murphy 
panned  the  stock.  Digital  Micro- 
wave's  earnings  remained  strong.  But 
on  Apr.  20  of  this  year,  a  few  minutes 
after  the  close  of  the  stock  market, 
the  company  dropped  a  bombshell. 
Partly  because  of  "adjustments"  to 
inventory  and  reserves  for  receiv- 
ables, earnings  for  the  quarter  that 
ended  Mar.  31  would  be  way  below 
expectations.  Most  disturbing,  on 
Digital  Microwave's  books  was  some 
inventory  that  its  auditors  simply 
couldn't  find.  The  stock  collapsed;  it 
was  recently  trading  around  17. 

"Digital  Microwave  was  this 
month's  big  winner,"  crows  Murphy 
in  the  April  issue  of  his  newsletter. 
"[It]  turned  out  to  be  a  textbook  case 
of  balance  sheet  analysis." 

By  itself,   a  high 
^  level   of   debt   in   a 

.^  company       doesn't 

make  the  company 
^  a  target  for  a  short  sale. 

0^  Leverage  tends  to  accen- 

tuate swings  in  a  compa- 
ny's fortunes,  and  if  busi- 
ness picks  up,  the  short- 
seller  of  a  highly  leveraged 
company  can  get  killed. 
Rather,  the  short-seller  is 
looking  on  the  asset  side 
of  the  ledger  for  signs  of 
weakness.  When  assets 
have  to  be  written  down, 
the  difference  generally 
comes  straight  out  of 
earnings.  And  when  in- 
ventories and  accounts  re- 
ceivable jump,  cash  flow 
is  impaired. 

Here's  the  basic  idea. 
Any  company  whose  cus- 
tomers aren't  paying  their 
bills  or  whose  warehouses 
are  bulging  with  aging 
merchandise  is  eventually 
going  to  get  into  trouble. 
In  the  worst  cases,  over- 
stated inventories  and  re- 
ceivables arc  at  the  heart 
j^  _  of  corporate  fraud.  That's 

what  brought  down  Regi- 
na  Co.  and  Coated  Sales, 
to  name  two  former  high- 
fliers that  came  to  imii  in 
the  recent  past. 
Let's  look  more  closely 
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BONDS  OPEN  SCHOOLS 


AND  MINDS. 

Municipal  bonds  are  an  education.  Not  just  in  sound,  tax-free  investing.  But  in  the 

schools  they  build  all  over  the  countjy.  As  America's  leading  municipal  bond  insurer,/ 

its  good  to  know  we're  a  kind  of  teaching  assistant  for  thousands  of  children. 

Municipal  Bond  Investors  Assurance  Corporation 

Armonk,  New  York  10504 
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%  Digital  Equipment  Corporation  1989.  The  Digital  logo,  Digital  has  it  now  and  ALL  IN  1  are  trademarks 
ot  Digital  Equipment  Corporation. 
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computers  that 

could  keep  pace 

with  our  rapid 

growth.That's 

why  we  teamed  up 

with  Digital'.' 


"The  National  Basketball 
Association's  business  has  just  about 
tripled  in  6  years.  Our  games  are  the 
core  of  what's  become  a  wide  range 
of  enterprises -retail  licensing,  home 
video,  TV  production,  event  market- 
ing, publishing,  sponsorship  and 
media  sales.  Our  continued  growth, 
both  domestically  and  internationally, 
depends  on  using  efficient  and  intelli- 
gent computer  technology.  And  that's 
the  reason  we  chose  Digital. 

"With  Digital's  ALL-IN-r"  soft- 
ware, we'll  be  able  to  share  business 
and  statistical  information  league- 
wide.  Plus,  Digital's  single  architecture 
gives  us  a  flexible  growth  path,  mak- 
ing us  confident  we  can  tie  all  present 
and  future  businesses  together  easily 
and  without  limitations. 

"Just  like  our  teams,  in  this  busi- 
ness you  look  for  an  edge  and  you 
make  the  most  of  it.  Digital  gives  us 
that  edge." 

The  rewards  of  working  together. 

Digital's  single  architecture  assures 
you  that  all  our  computers,  both  cur- 
rent and  future,  will  work  together. 

Today,  with  this  architecture, 
Digital  gives  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  t^»     •,     1 

Digital 

has 

it 

now 


Short-Selling 


at  receivables.  A  company's  uncol- 
lected accounts  should  be  at  a  level 
that  is  normal  for  its  industry.  In  the 
casino  equipment  industry,  receiv- 
ables of  up  to  25%  of  annual  sales  are 
considered  acceptable.  Thus,  Interna- 
tional Game  Technology's  60%  level 
looks  high. 

Just  as  important  as  this  ratio  is 
whether  it  is  grow^ing  over  time.  Such 
numbers  can  raise  troubling  ques- 
tions. Is  credit  so  loose  as  to  cause 
increased  returns  and  delinquencies? 
Is  collection  lax,  causing  the  company 
to  rely  for  liquidity  on  borrowed  funds 
at  increased  expense?  Are  customers 
dissatisfied  with  product  quality  and 
withholding  payment  until  they  get 
something  that  works?  International 
Game's  chief  financial  officer,  Thom- 
as Baker,  concedes  that  the  company 
offered  very  liberal  financing  in  the 
past.  But  he  says  "We  are  financing 
less,  and  the  balance  sheet  indicates 
that.  Receivables  have  been  dropping, 
and  I  predict  that  will  continue." 

Now  look  at  another  entry  among 
current  assets,  inventories.  Here,  the 
relevant  ratio  is  not  to  sales,  but  to 
cost  of  goods  sold.  Arctic  Alaska  Fish- 
eries Corp.  reported  inventories  on 
Dec.  31  equal  to  19%  of  its  cost  of 
goods  sold  for  its  last  fiscal  year,  more 
than  twice  the  previous  year's  ratio. 
To  put  it  another  way:  It  would  take 
this  company  68  days  (19%  times  360 
days)  to  turn  over  its  inventory.  That 
would  be  quite  acceptable  for,  say,  a 
business  that  sells  farm  equipment. 
For  a  food-processing  company,  grow- 
ing inventories  are  more  dangerous. 
You  know  what  they  say  about  food 
packers:  "Sell  it  or  smell  it." 

Arctic,  which  operates  the  largest 


American-owned  fishing  fleet  in  the 
North  Pacific,  claims  that  its  inven- 
tory surge  is  good  news.  Before  the 
yen  weakened,  the  company  used  to 
sell  most  of  its  catch  in  Japan,  where 
distribution  arrangements  required 
no  inventory.  Now  it  has  shifted  its 
marketing  emphasis  to  the  U.S., 
where  its  fish  is  kept  frozen  in  ware- 
houses until  sold. 

There  are,  of  course,  good  reasons 
why  a  company  will  show  a  high  or 
increasing  inventory  or  receivables  ra- 
tio: new  distribution  methods,  for  ex- 
ample, or  an  expanded  product  line. 
But  it's  important  to  ask  questions. 
Tom  Barton,  a  partner  in  the  Dallas 
office  of  Feshbach  Brothers,  the  well- 
known  short-sellers,  says  he  gets  sus- 
picious of  any  company  whose  receiv- 
ables are  over  60  days  of  sales  (which 
translates  into  16%  of  annual  sales), 
or  whose  inventories  are  over  90  days 
of  cost  of  goods  sold  (25%).  If  you 
aren't  satisfied  with  the  company's 
explanation,  don't  buy  the  stock.  If 
the  inventory  ratio  is  increasing  over 
time,  ask  whether  a  portion  of  it  has 
become  obsolete.  This  is  a  particular 
danger  in,  say,  a  hospital  supply,  or 
apparel  business;  it's  not  in  a  precious 
metals  business. 

To  see  whether  Regina's  fate  could 
have  been  foreseen,  Los  Angeles- 
based  Kellogg  Associates,  a  research 
firm  that  publishes  critical  analyses 
of  companies'  financial  reporting,  did 
a  postmortem  on  Regina's  1988  finan- 
cial statements.  "There  were  obvious 
red  flags  that  should  have  alerted  in- 
vestors to  impending  trouble,"  Kel- 
logg concluded.  Regina's  inventories 
and  accounts  receivable  had  grown  far 
faster  than  sales.  The  company  was 


eventually  charged  with  overstating 
these  assets.  Many  of  the  receivables 
were  uncollectible,  because  the  com- 
pany recognized  sales  even  when  it 
granted  customers  the  right  to  return 
products.  Regina's  inventories  were 
bulging  with  returned,  defective  or 
unsalable  merchandise. 

The  table  below  lists  companies 
with  receivables,  inventories  or  both 
that  look  high  or  have  grown  faster 
than  sales.  For  example,  Catalina 
Lighting  sells  residential,  decorative 
lighting  imported  mostly  from  the  Far 
East.  That's  the  sort  of  thing  that 
could  break  easily.  Yet  inventories 
were  swollen  with  more  than  six 
months'  worth  of  sales  at  the  end  of 
the  last  fiscal  year.  Not  only  is  that 
high — Catalina 's  competitors  typical- 
ly stock  less  than  half  as  much — but 
it's  way  up  from  the  previous  year. 

Controller  David  Mayer  says  the 
increase  came  because  the  company 
is  now  keeping  its  full  product  line  in 
domestic  warehouses;  before,  most 
products  were  shipped  directly  from 
manufacturer  to  customer.  But  he 
also'  concedes  that  Catalina  over- 
bought last  year,  adding  that  the  new 
chief  executive,  John  Browder,  "has 
things  under  control."  Meanwhile, 
there  is  not  a  penny  of  reserves  for 
obsolete  or  damaged  goods.  Mayer  in- 
sists that  "everything  is  salable." 

Given  the  risks,  this  is  just  the  sort 
of  stock  investors  should  shun  unless 
it  gets  very,  very  cheap  in  relation  to 
such  conventional  measures  as  earn- 
ings and  book  value.  And  it's  an  excel- 
lent example  of  the  importance  of 
paying  as  much — if  not  more — atten- 
tion to  a  company's  balance  sheet  as 
to  its  income  statement.  ■ 
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Below  are  seven  companies  whose  balance  sheets  raise 
troubling  questions — on  the  asset  side.  Accounts  re- 

ceivable  or  inventories  or  both  are  high 
sales,  or  are  growing  faster  than  sales. 

in  relation  to 

Inv/cost  of  goods  sold 

Recent             last            previous 

Company/business                                                       price           fiscal  yr        fiscal  yr 

Accts  receivable/sales 

last            previous           Book 
fiscal  yr        fiscal  yr           value 

Latest  12- 
EPS 

months 
P/E 

Arctic  Alaska  Fisheries/fishing  &  fish  processing        7'/4                 19% 

11% 

8% 

8%           $5,04 

$0.64 

11 

Catalina  Lighting/light  fixtures                                      8%                 59 

30 

21 

14                4.58 

0.66 

13 

Digitai  Microwave/microwave  radios                          IT'/t                 53' 

52 

39' 

45                4.48 

1.22 

14 

Fastcomni  Communications/modems                             %                 55 

17 

23 

15                0.16 

-0.14 

NM 

bit  Game  Technology/casino  equip  &  services          35                    62 

73 

60^ 

87*             11.17 

2.31 

15 

Johnson  Products/consumer  goods                                IV*                30 

33 

29 

25               2.66 

0.11 

25 

Oracle  Systems/softv^are                                               18                  NA 

NA 

48 

49                 1.82 

0.72 

25 

'Alter  writedownh  and  reserves.     ■^For  equipment  sales  only      NA:  Not  available      NM:  Not  iiie.minKtuI 
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The  Right  Kind 
of  Assets 


Energy  PanCanadian  Petroleum  has 
energy  reserves  of  848  million  barrels 
of  oil  equivalent,  11  years  of  oil  and 
natural  gas  liquids  reserves  and  28 
years  of  natural  gas  reserves. 

Real  Estate  Marathon  Realty 
is  developing  prime  land  in 
major  Canadian  cities,  including 
$1  billion  Coal  Harbour  project 
on  Vancouver  waterfront. 

Hotels  Empress  Hotel  in 
Victoria,  BC,  has  had  complete 
facelift  as  part  of  Canadian 
Pacific  Hotels'  $500  million 
renovation  and  expansion 
program. 

Transportation  Racine 
Terminal  in  Montreal  is  inter- 
face for  container  traffic 
moving  by  ship  across  the 
Atlantic  and  by  rail  throughout 
North  America. 

Forest  Products  A  $350  million 
modernization  program  at  Canadian 
Pacific  Forest  Products'  Thunder  Bay, 
ON,  plant  includes  high-speed  nev\/s- 
print  machine  and  new  pulp  mill. 


Our  asset  base  is  one  of  our 
strengths  at  Canadian  Pacific. 
Our  major  positions  in  basic 
industries  are  second  to  none, 
we  liave  a  broad  geographic  base 
in  North  Annerica,  and  we  serve 
markets  worldwide. 

And  we  are  worl<ing  harder  than 
ever  before  to  develop  the  full 
potential  of  all  our  assets. 

By  taking  advantage  of  the  natural 
synergies  among  our  transportation 
companies;  by  more  aggressive 
exploration,  development  and 

acquisition  programs  in 
oil  and  gas;  by  solidifying 
and  expanding  our  strong 
competitive  position  in 
forest  products;  by 
restructuring  and 
accelerating  the 
development  of  our 
real  estate  portfolio; 
and  by  upgrading  and 
modernizing  our 
heritage  hotel 
properties. 

At  Canadian  Pacific 
we  are  committed  to 
producing  higher  returns  and  better 
quality  earnings  for  our  shareholders. 
Using  our  management  skills  and 
financial  flexibility  to  get  the  most 
out  of  our  assets  is  one  of  the 
ways  we  are  doing  this. 

For  more  information  write: 
Vice-President,  Investor  and 
Industry  Relations,  Canadian 
Pacific  Limited,  P.O.  Box  6042, 
Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 
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Pick,  if  you  want,  a  financial  planner  who  is  successful  and 
famous — but  not  one  like  Houston's  Venita  VanCaspel,  who  is 
successful  at  the  expense  of  clients. 

< 

Inviting  the  cat 

to  take  care 
of  the  canaries 


By  Gretchen  Moi^nson 

Vr  ENiTA  VanCaspel,  68,  is  about 
as  famous  as  a  financial  planner 
can  be,  and  she  has  an  almost 
saintly  reputation  to  go  with  the 
fame.  Her  six  financial  books  have 
sold  more  than  1  million 
copies  combined;  she  has 
hosted  both  a  pbs  network 
series  called  The  Money- 
makers and  a  Houston- 
area  weekly  program 
called  Successful  Texans. 

VanCaspel's  impressive 
salesmanship  earned  her 
an  award  as  Outstanding 
Woman  of  the  Year  from 
the  YWCA  in  1981.  Her  in- 
vestment advisory  books 
are  published  by  Simon  & 
Schuster.  Two*  thousand 
subscribers  take  Van- 
Caspel's monthly  Money 
Dynamics  Letter.  Van- 
Caspel gushes:  "I  get  let- 
ters from  people  all  over 
telling  me  what  a  differ- 
ence my  books  have  made 
in  their  lives." 

Does  a  reporter  or  an 
editor  want  a  snappy 
quote  to  liven  a  dull  arti- 
cle on  financial  planning? 
They  usually  flip  their 
card  files  to  "V"  for  Van- 
Caspel. Known  in  the 
trade  as  "The  First  Lady  of 
Financial  Planning,"  she 
says  her  greatest  accom- 
plishment is  helping  oth- 
ers. Here's  the  way  she 
talks:  "I  think  that  I  have 
helped  a  lot  of  widows  and 


orphans." 

And  that's  the  way  the  media  por- 
trays her.  But  there  is  another  side  to 
Venita  VanCaspel  that  the  media  ne- 
glects. This  overachiever,  who  con- 
templated a  life  in  the  church  before 
becoming  a  financial  planner,  has  had 


l-hiancial planfwr  mul  aulhor  Vcutki  Vau(.asfH'/ 

Did  ahe  love  tttx  aheltera  more  than  her  clients? 


so  many  lawsuits  and  complaints 
brought  against  her  and  her  firm  that 
regulators  say  she  is  almost  in  a  class 
by  herself.  VanCaspel  has  been  named 
a  defendant  in  36  lawsuits  or  arbitra- 
tion cases  brought  in  the  past  ten 
years  by  clients.  Complaints  against 
her  include  fraud,  breach 
of  fiduciary  duty  and  con- 
spiracy, and  run  to  22 
pages.  Of  these  cases,  2 
were  dismissed  in  Van- 
Caspel's favor  and  most 
were  settled  with  Van- 
Caspel paying  sums  to  the 
plaintiffs;  a  few  are  still  in 
litigation.  On  four  occa- 
sions VanCaspel  was  cen- 
sured by  the  National  As- 
sociation of  Securities 
Dealers,  and  paid  fines  to- 
taling $28,000. 

VanCaspel  argues  that 
the  cases  with  fines  and 
censures  most  often  in- 
volved bookkeeping  in- 
fractions, such  as  failing 
to  promptly  transmit 
funds  to  an  escrow  ac- 
count. Merc  technicali- 
ties, she  says.  As  for  the 
lawsuits,  one  has  to  take 
the  unproved  allegations 
of  an  unhappy  customer 
with  some  reservation. 
But  the  allegations  against 
VanCaspel  are  not  trivial 
disputes.  Since  W84  in- 
vestors suing  Vai'Caspcl 
allege  that  followmg  the 
advice  of  the  "First  Lady" 
cost  them  more  than  $4..S 
million. 
Most  of  the  complaints 
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center  on  her  promotion  of  tax  shel- 
ters,- one  involves  the  sale  of  heavily 
loaded  mutual  funds.  VanCaspel 
claims  many  of  the  disgruntled  inves- 
tors weren't  even  her  clients — that 
they  invested  with  brokers  she  em- 
ployed— and  therefore  their  problems 
should  not  be  laid  at  her  door.  But  as 
principal  of  VanCaspel  &.  Co.  she  was 
certainly  responsible  for  proper  over- 
sight of  her  employees. 

That  she  finds  the  business  highly 
profitable  is  apparent  from  the 
way  she  lives.  VanCaspel  dress- 
es lavishly — she  has  sometimes 
shopped  by  having  stores  send 
clothes  to  be  modeled  in  her 
office— and  lives  in  a  $700,000 
home  in  the  swank  Houston 
suburb  of  Memorial,  with  her 
second  husband,  Lyttleton  Har- 
ris, a  property  management  ex- 
ecutive and  managing  editor  of 
the  VanCaspel  newsletter.  That 
she  is  so  obviously  successful  is, 
of  course,  a  key  part  of  her  ap- 
peal. Success  is  the  theme  of  her 
dare-to-be  rich  seminars  for  pro- 
spective clients.  "Money  won't 
bring  you  happiness,"  she  says. 
"But  neither  will  poverty." 

VanCaspel  claims  to  have 
known  poverty  all  too  well.  Bio- 
graphical material  distributed 
to  prospective  clients  tells  how, 
as  a  little  girl  in  Sweetwater, 
Okla.,  she  picked  cotton,  black- 
eyed  peas  and  watermelons  to 
help  support  her  family.  She 
worked  her  way  through  col- 
lege, graduating  with  a  degree  in 

economics  from  the  University     

of  Colorado.  Today  VanCaspel  sits  on 
an  economic  advisory  committee  at 
the  university. 

VanCaspel  really  came  into  her 
own  in  the  mid-1970s,  selling  oil  and 
gas  income  partnerships  sponsored  by 
an  outfit  called  Petro-Search.  Van- 
Caspel &.  Co.  in  Houston  was  one  of 
Petro-Searcli's  top  sellers. 

In  those  Hays  Petro-Search  offered 
predominantly  nonleveraged  oil  deals 
rather  than  the  more  risky  leveraged 
programs.  Leverage,  VanCaspel  said 
in  her  1975  hook  Alone}' Dyfiamics,  was 
not  for  her:  "Nonleveraged  income 
programs  give  you  greater  safety.  ...  I 
have  never  recommended  the  lever- 
aged partnership  to  my  clients." 

But  several  years  later  Petro-Search 
was  bought  out  by  another  company, 
which  discontinued  partnership  sales. 
VanCaspel  changed  her  mind  about 
leverage  and  began  selling  leveraged 


partnerships  through  another  syndi- 
cator  called  Petro-Lewis,  ultimately 
loading  her  clients'  accounts  with 
them.  Without  explaining  her  about- 
face,  VanCaspel  wrote  in  her  1983 
book  The  Power  of  Money  Dynamics: 
"This  type  of  [leveraged]  financing 
can  produce  favorable  results."  Favor- 
able? In  1984  Petro-Lewis  limited 
partners  sued  the  company  after  it  cut 
its  monthly  payments  and  failed  to 
make  good  on  its  promise  to  buy  back 


One  of  VnnCaspel's  many  advice  hooks 

"I've  helped  a  lot  of  widows  and  orphans.' 


partnerships.  They  eventually  agreed 
to  cut  their  losses  by  exchanging  their 
partnership  units  for  shares  in  a  pub- 
licly traded  royalty  trust. 

Petro-Lewis  was  not  the  only  piece 
of  VanCaspel  merchandise  to  go  bad. 
Dozens  of  public  and  private  (that  is, 
not  SEC-registered)  partnerships  sold 
by  VanCaspel  in  the  1980s  are  now 
practically  worthless:  deals  in  real  es- 
tate, oil  and  gas,  macadamia  nut 
farms,  windmills,  and  cable  television 
franchises. 

How  carefully  did  VanCaspel  vet 
these  deals  before  putting  clients  into 
them?  Not  very,  her  critics  claim. 
Lawyers  suing  her  are  using  her  appar- 
ent lack  of  circumspection  ("due  dili- 
gence," as  the  securities  lawyers  call 
it)  as  a  basis  for  their  claims.  In  one 
pending  case  involving  an  oil  and  gas 
deal  sponsored  by  Cuyahoga  Petro- 
leum Group,  VanCaspel  collected,  in 


addition  to  the  usual  8%  commission, 
an  extra  2%  to  cover  the  costs  of  per- 
forming due  diligence.  The  plaintiffs 
are  making  much  of  her  taking  that 
extra  2%  and  then  allegedly  misrepre- 
senting the  risks  of  the  offerings. 

Beginning  in  the  1970s  VanCaspel 
sold  millions  of  dollars  in  public  and 
private  real  estate  deals  sponsored  by 
Angeles  Corp.  Big  producers  often  re- 
ceive more  than  the  typical  8%  in 
commissions.  So  it's  a  reasonable  as- 
sumption that  VanCaspel  re- 
ceived 10%  from  the  folks  at 
Angeles.  She  also  got  vip  status 
at  Angeles  sales  junkets,  where 
she  sometimes  had  a  limousine 
at  her  disposal.  Her  clients  in 
Angeles  partnerships  didn't  fare 
as  well.  On  one  partnership 
that's  way  under  water,  involv- 
ing a  Canadian  real  estate  deal, 
singer  Diana  Ross  got  roped  in. 
When  asked  about  Ross,  Van- 
Caspel declined  comment. 

The  most  serious  allegation 
against  VanCaspel  is  that  she 
sold  real  estate  partnerships  to 
investors  without  disclosing 
that  she  held  a  personal  interest 
in  the  deals.  In  one  such  case, 
VanCaspel  owned  a  share  of  the 
land  that  the  partnership  Wood- 
way  III  Office  Building,  Ltd. 
subsequently  invested  in.  In 
1984,  four  years  after  making 
their  initial  investment  in  the 
property,  investors  uncovered 
this  detail  and  sued  the  general 
partners  and  VanCaspel.  The 
decline  in  Houston  real  estate 
values    has    made    partnership 


units  worthless. 

VanCaspel  says  she  is  as  much  a 
victim  of  the  Woodway  debacle  as  her 
clients  are.  She  argues:  "It  was  abso- 
lutely not  a  matter  of  my  not  fully 
disclosing,  and  it  was  not  overpriced 
property.  My  lawyer,  when  he  drew 
up  the  papers,  omitted  something." 

You  can  argue,  of  cour  le,  that  plen- 
ty of  smart  people  were  trapped  in  the 
collapse  of  oil  prices  and  the  subse- 
quent bust  in  Texas  real  estate.  Nor 
was  VanCaspel  the  only  one  who 
didn't  realize  that  Congress  would 
make  changes  in  the  tax  laws  that 
would  wreck  many  tax  shelters. 
Granting  all  this,  the  question  re- 
mains: Why  were  VanCaspel 's  clients 
in  so  many  dicey  deals?  Doesn't  the 
kind  of  financial  planning  she  suppos- 
edly dispenses  imply  caution  and 
wide  diversification? 

Nowadays    VanCaspel    sells    her 
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vares  somewhat  more  quietly  from 
ci\e  Houston  office  of  regional  broker- 
age Raymond  James  &.  Associates;  she 
stopped  operating  through  VanCaspel 
8k  Co.  three  years  ago.  Advertise- 
ments for  her  seminars  appear  less 
frequently  in  the  local  papers  than 
they  once  did. 
But  VanCaspel  hasn't  stopped  push- 


ing partnerships.  She  sells  oil  and  gas 
partnerships,  low-income  housing 
real  estate  deals,  equipment  leasing 
partnerships  and  Jones  Intercable. 
This,  in  spite  of  the  fact  that,  with  the 
exception  of  low-income  housing,  re-,^ 
cent  tax  code  changes  have  severely 
limited  the  tax  benefits  of  such  in- 
vestments to  individuals. 


There's  a  broader  moral  in  this  tale 
that  goes  beyond  the  merits  of  tax 
shelters.  That  is  that  you  should  be 
very  wary  of  financial  planners  who 
are  compensated  by  taking  sales  com- 
missions on  the  products  they  recom- 
mend. Far  better  to  pay  a  flat  or  hourly 
fee  to  the  planner  and  get  disinter- 
ested advice.  ■ 


When  picking  a  financial  planner,  pay  a 
lot  of  attention  to  how  the  planner  is  com- 
pensated. Pay  no  attention  to  CFPs  earned 
at  the  College  for  Financial  Planning. 


Meaningless  label 


By  Gretchen  Moi^nson 

Among  many  planners  and  such  of 
the  investing  public  that  have  ever 
heard  of  the  place,  the  College  for 
Financial  Planning  in  Denver  carries 


clout.  Anyone  can  call  him  or  herself 
a  financial  planner,  but  not  everyone 
can  use  the  label  cfp  (for  certified 
financial  planner);  only  a  graduate  of 
the  College  for  Financial  Planning 
and  other  select  institutions  can  do 


that.  A  recent  issue  of  Money  maga- 
zine advises  readers  looking  for  a 
planner  to  insist  on  a  cfp  degree  as  a 
minimum.  Malpractice  insurance  is 
even  available  at  a  discount  to  plan- 
nets  who  have  earned  their  cfps. 

As  if  a  diploma  on  the  wall  could 
guarantee  honesty  or  competence. 
Just  what  is  this  college,  this  18-year- 
old  institution  in  Denver  that  awards 
cfps?  It  is  zealous  in  defending  its 
trademarks  (it  attempted  to  sue  Adel- 
phi  University  for  using  the  cfp  label, 
ultimately  settling  out  of  court) — and 
market  share  (it  spent  $1.7  million  in 
1988  on  advertising  and  a  public 
awarpness  campaign). 

As  a  business  venture,  the  College 
for  Financial  Planning  is  unquestion- 
ably a  success.  Revenues  last  fiscal 
year  were  $12  million,  enough  to  fi- 
nance a  lavish  new  headquarters  in  a 
city  glutted  with  office  space.  It  has 
sold  college  materials  to  50,000  peo- 
ple, each  of  whom  spent  anywhere 
from  $325  to  $1,665  for  the  privilege. 


How  to  investigate  before  you  invest 


Y'ou  have  to^be  something  of  an  investigative  reporter 
to  find  out  about  financial  planners.  The  most  acces- 
sible document  for  checking  on  a  money  management 
firm  is  the  form  adv,  filed  with  the  Securities  &.  Ex- 
change Commission.  It  lists,  among  other  things,  fee 
schedules  and  employees'  and  owners'  schooling  and 
past  jobs.  Ask  the  advisory  firm  for  a  copy.  You  can  also 
get  copies  of  this  form  from  Bechtel  Information  Tech- 
nology's sec  Express  (800-231-3282),  Disclosure  Inc. 
(800-638-8241)  and  other  firms  that  reproduce  federal 
filings. 

There  are  two  sources  that  collect  rap  sheets  on 
individuals:  the  National  Association  of  Securities 
Dealers  in  Rockville,  Md.  (301-590-6500);  and  the  secu- 
rities commissioner  in  the  state  where  your  adviser  is 
registered  to  do  business.  Copying  fees  are  nominal. 

You  will  not  necessarily  get  the  same  information 
from  all  three  sources.  We  asked  for  information  on 
Venita  VanCaspel,  the  financial  planner  profiled  in  the 
story  on  page  252.  Least  illuminating  was  the  National 
Association  of  Securities  Dealers,  which  released  two 


pages  outlining  only  the  final  results  of  four  disciplin- 
ary proceedings.  When  you  write  to  the  nasd  to  request 
a  file  on  a  broker,  the  broker  gets  a  copy  of  the  request. 
Good  to  know  the  nasd  is  out  there  batting  for  the 
individual  investor. 

The  Texas  state  securities  regulator  sent  us  22  pages 
summarizing  lawsuits  and  complamts  filed  by  inves- 
tors against  VanCaspel  since  1980.  It's  a  good  idea  to 
check  with  the  securities  regulators  in  the  state  where 
you  live  or  where  the  adviser  practices.  You  can  also 
request  so-called  miscellaneous  information,  which  m- 
cludes  a  financial  planner's  address,  aliases,  date  and 
place  of  birth,  physical  description,  education  and  bro- 
kerage firm  employment  history. 

If  you  want  a  free  list  of  fee-only  planners  in  your 
region,  call  the  National  Association  of  Personal  Finan- 
cial Advisors  (800-366-2732).  But  don't  stop  your  re- 
search there.  If  all  this  sounds  like  a  lot  of  bother,  we're 
sorry  we  can't  give  you  easier  answers.  Just  remember: 
There  are  a  lot  of  people  out  there  who  would  love  to  get 
their  hands  on  your  money. — G.M, 
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/  ,        ^   Bvthetime 
hes  ready  to  retire,  he  cpuld  need 
more  than  $1  million. 


It  s  never  too  soon  to  talk  to  Kemper 

The  good  news  is,  people  are  living  longer. 
The  bad  news  is,  it's  costing  a  lot  more  to  live. 

You've  got  to  make  the  right  investment  moves  now  if 
you  don't  want  to  be  shortchanged  on  retirement. 

That's  why  people  with  vision  come  to  Kemper 

We  have  investments  to  fit  your  needs  before  and 

after  you  retire.  We  have  Mutual  Funds 

designed  for  growth,  income  or  both.  We  have 

Money  Market  Funds  designed  for  maximum  yield, 

maximum  safety,  or  tax-fi-ee  income. 

Annuities.  IRAs.  401(k)s.  Kemper  has  them.  And  they 

benefit  firom  the  kind  of  management  that  only 

40  years  of  experience  could  produce. 

Take  the  first  step  now  toward  a  retirement 
that  lives  up  to  your  expectations.  Ask  your  financial 
representative  about  Kemper 
Financial  Services,  Inc. 
Or  call  us  toll-fi-ee  at 
1-800-621-1048  for 
prospectuses  containing 
more  complete  information, 
including  management 
fees  and  expenses. 
Please  read  them  care- 
ftjlly  before  you  invest 
or  send  money. 


Ask  your 

financial 

representative 

about  Kemper 

Retirement 

Fund. 


Kemper  A  concem  for  your  future!' 
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addition  to  the  cfp,  the  college  of- 

rs  various  programs  in  tax  and  other 
advanced  studies,  and  is  trying  to  get 
accreditation  for  its  first  academic  de- 
gree, a  Master  of  Science  in  Financial 
Planning. 

The  CFP  is  supposed  to  be  earned 
methodically  over  a  tw^o-year  period. 
Hovk^ever,  supersaleswoman  Venita 
VanCaspel,  for  example  (see  story,  p. 
252],  was  permitted  to  take  all  the 
tests — then  15  hours'  w^orth — in  one 
fell  swoop.  VanCaspel  has  been  a  vo- 
cal supporter  of  the  college  ever  since. 
The  evidence  suggests  that  the  degree 
did  little  for  VanCaspel's  clients. 

A  planner  sporting  the  cfp  designa- 
tion probably  took  no  classroom 
courses  to  get  it.  Although  the  certifi- 
cation can  be  earned  at  43  universi- 
ties, most  planners  get  it  through  a 
two-year  home  study  course  culmi- 
nating in  proctored,  multiple-choice 
examinations.  Topics  include  risk 
management,  estate  and  retirement 
planning,  investments  and  tax  plan- 
ning. All  worthwhile  topics,  but  none 
assures  honesty  or  competence  any 
more  than  a  law  degree  guarantees 
honesty  and  competence  in  a  lawyer. 
Yet  many  people  have  come  to  put 
great  trust  in  the  cfp. 

Some  planners  say  that  trust  is  mis- 
placed. Says  James  D.  Schwartz,  a  fee- 
only  planner  in  Denver:  "Hiding  be- 
hind the  guise  of  financial  planning, 
the  college  was  born  as  a  delivery  sys- 
tem for  the  insurance  and  partnership 
syndication  industry  and  it  remains 
so  to  this  day."  Schwartz  says  the 


college's  retirement  planning  course 
has  serious  deficiencies,  including  a 
mathematically  inconsistent  treat- 
ment of  investment  returns. 

Schwartz  isn't  the  only  skeptic.  In 
the  late  1970s  a  computer  employee 
at  the  college  alleged  that  many  stu- 
dents who  were  allowed  to  pass  the 
CFP  exam  actually  had  failing  scores. 
The  college  allegedly  paid  this  fellow 
to  leave,  on  condition  that  he  not  dis- 
cuss these  charges  with  anyone  again. 
(The  college  says  that  this  is  ancient 
history  and  that  it  no  longer  has  infor- 
mation on  the  incident.) 

So  who's  running  the  college?  Wil- 
liam Anthes,  the  $150,000-a-year 
president  of  the  organization,  is  the 
only  academic  on  the  executive  com- 
mittee. He  was  formerly  the  director 
of  the  Evening  Division  &.  Manage- 
ment Center  at  Rockhurst  College  in 
Kansas  City,  Mo.  The  other  five  mem- 
bers are  financial  planners  and  execu- 
tives from  the  insurance  and  financial 
services  industries.  As  for  the  faculty: 
Edythe  Pahl,  one  of  the  creators  of  the 
CFP  program,  was,  before  she  joined 
the  college,  an  assistant  vice  presi- 
dent at  Columbia  Savings  &.  Loan  in 


Denver.  Kathryn  loannides,  director 
of  the  college's  Advanced  Studies  pro- 
gram, was  formerly  an  estate  planning 
manager  with  Prudential  Insurance. 

Mind  you,  it  is  no  discredit  to  pos- 
sess a  CFP.  But  any  investor  would  be 
foolish  to  put  more  faith  in  a  planner 
just  because  the  plarmer  can  call  him- 
self a  CFP. 

Then  what  should  you  look  for  in 
seeking  a  financial  adviser?  The  most 
important  matter  is  how  the  planner 
is  compensated.  Most  live  off  sales 
commissions  from  products  they  rec- 
ommend, a  system  that  sets  up  an 
immediate  conflict  between  the  plan- 
ner's interests  and  your  own.  It's  pos- 
sible to  hire  a  planner  who  collects  a 
flat  or  hourly  fee  and  has  no  financial 
stake  in  the  investments  you  pur- 
chase. Unfortunately,  these  disinter- 
ested planners  are  the  exception.  Of 
the  estimated  250,000  folks  in  the 
U.S.  who  call  themselves  financial 
planners,  fewer  than  1,000  are  the  fee- 
only  variety.  You  can  get  a  partial  list 
of  them  from  the  National  Associa- 
tion of  Personal  Financial  Advisors  in 
Buffalo  Grove,  III. 

Next  question:  Ask  if  the  planner 
has  retained  at  least  80%  of  his  clients 
in  the  past  three  years.  Get  a  list  of 
those  customers  that  you  can  call  for 
referral. 

Finally,  even  if  you  find  the  right 
fee-only  planner,  don't  surrender  all 
the  decisions  to  him  or  her.  Under- 
stand what  you  are  investing  in  and 
make  sure  it  makes  sense  to  you.  It's 
your  money,  not  his.  ■ 
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Will  you  want  the  expertise  and 

farsightedness  that  keeps  you  ahead  in 

the  markets? 

Or  the  strength  and  stability  offered  by 

an  organization  long  on  tradition? 

At  Dai-lchi  Kangyo  Bank,  we  have  both. 

We  were  the  first  bank  to  be  established 

in  Japari,  and  are  today  the  country's 

largest.  .• 

We  have  nnassive  resources  to  call  on.  And 

the  broadest  range  of  services  available. 


When 
youYe 


choosing 


partner, 
what 
do 
you 
look 
for? 


Yet  we  are  the  first  to  recognize  the 
importance  of  each  individual,  and  the 
value  of  every  business  partnership. 
In  the  Americas  and  around  the  world, 
the  speed  of  our  reactions  combined 
with  our  sense  of  traditional  values 
gives  us  an  edge  you  can  rely  on. 
When  the  choice  of  financial  partner  is 
yours,  choose  wisely. 
Yours  should  be  the  most  reliable 
partner  there  is. 


^^^ 


Your  most  reliable  partner 

DAI-ICHI  KANOYO  BANK 

Head  Office:  1-5,  Uchisaiwalcho  1-chome,  Chiyoda-ku,  Tokyo  100,  Japan  Tel.  (03)  596-1111 


I  Network  in  U.S.A.,  Canada  and  Latin  America  |  Branches  and  Agencies  in:  New  York,  Los  Angeles,  San  Francisco, 
Chicago,  Atlanta,  Panama,  Cayman  Representative  Offices  in:  Houston,  Toronto,  Sao  Pauio,  Mexico  City,  Caracas,  Buenos  Aires 
Subsidiaries  in:  New  York,  Los  Angeles,  Toronto,  Cayman  Associated  Company  in:  Sao  Paulo 
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Advisers 


Few  investment  letters  have  beaten  the 
market  lately.  Are  they  a  waste  of  money? 
Well,  mutual  funds  lagged  the  market,  too. 

Blame  the 
environment 


By  Mark  Hnlbert 


BEATING  THE  MARKET  iS  nCVCr 
easy,  but  the  last  five  years 
have  been  particularly  rough 
for  investment  new^sletter  writers. 
Just  7  of  the  56  investment  nev^slet- 
ters  tracked  by  Hulhert  Financial  Digest 
beat  the  Vanguard  Index  Fund  over 
the  period  from  Mar.  31,  1985  to  Mar. 
31,  1990.  With  the  other  49,  you 
would  have  done  better  canceling 
your  subscription,  buying  the  market- 


tracking  Vanguard  Index  500  fund, 
and  holding  for  five  years. 

But  while  the  past  is  prologue  to  the 
future,  it  does  not  predict  the  future. 
In  my  admittedly  prejudiced  view,  it 
is  too  early  to  write  off  the  invest- 
ment letters.  The  same  factors  that 
have  hurt  many  other  kinds  of  invest- 
ment advisers  have  penalized  the 
newsletter  writers  recently. 

An  indication  of  how  difficult  these 
five  years  were  is  that  mutual  funds 
did  even  worse  than  the  newsletters. 


For  this  comparison,  let  us  consider 
the  110  individual  portfolios  recom- 
mended by  the  56  newsletters  in  my 
database.  Among  those  110  portfolios, 
29,- or  26%,  beat  the  Vanguard  Index 
Fund.  In  contrast,  just  85  (or  16%)  of 
the  541  stock  funds  in  the  Forbes- 
CDA  database  beat  the  index  fund. 
(Mutual  fund  managers  might  object 
to  my  allowing  multiportfolio  news- 
letters more  than  one  shot  at  beating 
the  market,  but  let's  not  forget  that 
fund  sponsors  have  been  playing  the 
multiportfolio  game  for  years.) 

To  calculate  a  newsletter's  perfor- 
mance, my  computer  program  makes 
assumptions  that  are  as  realistic  as 
possible.  Purchases  and  sales  are 
made  at  the  prices  prevailing  when 
any  subscriber  could  have  acted  on 
the  newsletter's  advice,  and  a  1% 
commission  is  charged  each  time  a 
stock  is  bought  or  sold  (2%  round- 
trip).  I  don't  debit  any  amount  for 
taxes.  (Neither  does  Forbes  in  report- 
ing fund  performances.)  Nor  do  I  re- 
duce a  newsletter's  return  by  its  sub- 
scription price.  Forbes  doesn't  debit  a 
fund's  return  by  its  sales  load. 

There  are  two  reasons  for  the  let- 
ters' difficulties  in  the  past  half  de- 
cade. One  is  the  strong  upward  drift  in 
the  market,  1 7%  a  year  over  the  five 
years.  That  hurts  the  many  letters 
with  substantial  cash  positions  in 
their  recommended  portfolios.  The 
other  reason  is  that  small  stocks,  the 
special  province  of  letter  writers,  have 
been  trounced  by  the  blue  chips. 

You  can't  say  exactly  when,  but  you 
can  be  reasonably  sure  that  both  of 
these  environmental  factors  will  re- 
verse themselves  someday.  The  mar- 
ket is  not  going  to  continue  marching 
upward  indefinitely  at  a  17%  annual 
ratc;  there  just  aren't  that  many  gains 
in  the  economy  to  be  had.  Within  the 
next  decade  we  will  get  a  year  or  two 
of  market  declines,  and  when  they  do, 
the  relatively  cash-heavy  newsletters 
will  look  good.  As  for  the  small-cap 
stocks,  they  have  a  decided  superior- 
ity to  big  stocks  over  the  long  pull, 
but  do  worse  over  cycles  lasting  up  to 
a  decade  or  so.  The  down  cycles  in  the 
relative  performance  of  small-caps  do 
not  last  forever. 

In  contrast  to  big  brokers  and  most 
mutual  funds,  which  rarely  can  afford 
to  bother  with  little  stocks,  many 
newsletters  actually  spcciahze  in 
such  stocks.  In  previous  market  cy- 
cles this  specialization  has  worked  ti) 
newsletters'  benefit,  but  not  during 
these  five  years.  Consider  the  perfor- 
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mance  of  the  Wilshire  4500  Index.  It 
is  a  capitalization-weighted  index  of 
all  regularly  traded  stocks  in  the  U.S., 
other  than  those  in  the  s&p  500.  In 
contrast  to  the  market's  17%  annual 
return  over  these  five  years,  the  Wil- 
shire 4500's  was  just  12%.  Against 
the  Wilshire  4500,  the  newsletters 
don't  look  quite  so  bad:  19  out  of  56 
beat  the  bogey. 

The  other  big  reason  that  newslet- 
ters lagged  is  their  relatively  high  cash 
position — which  works  against  them 
when  the  market  is  as  bullish  as  it 
was  over  this  period.  Indeed,  the 
newsletters  I  monitor  averaged  a  46% 
cash  position  in  the  1980s,  against  a 
stock-fund  average  of  around  8%. 

Both  of  these  factors — a  predisposi- 
tion in  favor  of  smaller  stocks  and 
more  cash — will  work  to 
newsletters'  benefit  in  oth- 
er kinds  of  markets.  The 
cash  will  help  them  beat 
the  market  in  bear  years. 
And  if  and  when  the  his- 
torical pattern  of  secondary 
stocks  outperforming  blue 
chips  reasserts  itself,  a  larg- 
number  of  newsletters 


ter's  style:  Does  it  require  daily  atten- 
tion, such  as  the  frequent  calling  of 
telephone  hotline  updates?  If  so,  and 
you  don't  have  that  much  time  to 
give,  then  you  should  focus  instead  on 
newsletters  that  don't  require  as 
much  attention. 

Interestingly,  transaction  costs  do 
not  explain  why  so  few  newsletters 
beat  the  market  since  1985.  One  of 
the  newsletters  with  the  busiest  trad- 
ing habits,  the  Zweig  Forecast,  is  also 
one  of  the  select  few  that  beat  the 
market.  And  this  is  after  taking  out  a 
hefty  bite  for  commissions.  Zweig's 
portfolio  over  these  five  years  would 
have  averaged  a  23%  annual  return  if 
no  transaction  costs  had  been  debited, 
instead  of  20%,  assuming  a  2%  round- 
trip  commission.  Even  if  you  assume 


The  best  investment  letters 


Few  beat  an  S&P  500  index  fund  since  1985.  They 
look  better  against  a  Wilshire  index  of  small  stocks. 


Newsletter* 


5-year  return 
(annualized) 


Risk 
rating^ 


MPT  Review  (average)^ 


32.8% 


high 


Zweig  Forecast 


er 

will  beat  the  S&.P  500.  This 

assumes,  of  course,  that  the 

newsletters  do  not  forsake 

small    stocks    just    when 

small  stocks  are  about  to 

rebound. 

So  how  should  you  go 
about  choosing  an  invest- 
ment newsletter?  Needless 
to  say,  performance  is  the 
most  important  criterion. 
And  while  there  is  no  guar- 
antee that  past  will  equal 
future  performance,  you  can  increase 
the  odds  that  it  will  by  focusing  on 
performance  over  a  long  period.  How 
long?  Five  years  is  pretty  good,  and  a 
longer  period  would  be  even  better. 
The  problem  is  that  as  we  start  com- 
paring performance  over  longer  and 
longer  periods,  fewer  and  fewer  news- 
letters qualify — either  because  they 
haven't  been  published  for  that  long 
or  they  have  changed  editors  during 
the  period.  Fund  evaluators  face  the 
same  dilemma. 

But  performance  isn't  the  only  cri- 
terion. You  also  must  look  at  how 
much  risk  -the  newsletter  has  in- 
curred. If  you  are  a  conservative  inves- 
tor, for  example,  there  is  no  point  in 
even  contemplating  following  a  high- 
risk  options  newsletter,  no  matter 
how  impressive  its  return.  In  addi- 
tion, you  should  examine  a  newslet- 


OTC  Insight  (average)^ 


30.6 


high 


California  Technology  Stock  Letter 


21.3 


average 


The  Mutual  Fund  Strategist  (average) 


20.5 


very  low 


20.4 


The  Princeton  Portfolios  (average) 


19.7 


Zweig  Performance  Ratings  Report 


17.6 


Vanguard  Index  500  Fund 


17.1 


Wilshire  4500  Total  Return  Index 


12.4 


'Return  of  nujltiportfolio  newsletters  based  on  an  average  of  their  several 
portfolios.  ^Risk  rating  based  on  volatility  of  poafolio  returns;  the  10%  most 
volatile  are  rated  "very  high,"  the  next  20%  "high,"  the  next  30%  "average," 
the  next  20%  "low,"  and  the  remainder  "very  low  "    ^Tied  for  first  place. 

Source:  Hidbert  Financial  Digest. 


that  Zweig's  competitors  traded  as 
much  and  would  have  been  helped  as 
much  by  not  paying  commissions — 
and  most  traded  far  less — you  still 
find  that  only  12  of  56  letters  would 
have  beaten  the  market  in  a  commis- 
sion-free world. 

So,  too,  for  funds.  There  is  no  corre- 
lation between  performance  and  turn- 
over. The  average  turnover  ratio  of  the 
85  funds  that  bettered  the  Vanguard 
Index  500  Fund  is  indistinguishable 
from  the  turnover  of  the  funds  that 
did  worse. 

Don't  interpret  these  results  to 
mean  that  transaction  costs  and  turn- 
over ratios  aren't  important,  however. 
Instead,  I  conclude  from  this  that  five 
years  is  not  a  sufficiently  long  period 
of  time  for  the  drag  produced  by  high 
transaction  costs  to  become  domi- 
nant. Over  periods  as  short  as  five 


years,  other  factors — such  as  those  I 
already  have  identified — are  more  im- 
portant determinants  of  performance. 
In  the  meantime,  however,  we  do 
know  two  important  things.  One,  it's 
extremely  difficult  to  beat  the  mar- 
ket. Two,  it  can  be  done.  With  this  in 
mind,  let's  look  at  the  seven  newslet- 
ters that  did  beat  the  index  fund  aver- 
age from  1985  through  1989.  They 
amply  prove  that  there  is  no  one  road 
to  investment  riches.  Sidestepping 
the  1987  crash  obviously  helped.  That 
explains  the  excellent  performance  of 
Martin  Zweig's  Zweig  Forecast  and 
that  of  my  fellow  Forbes  columnist 
Michael  Gianturco's  Princeton  Portfo- 
lios. Both  Zweig  and  Gianturco  were 
net  short  going  into  Black  Monday. 
But  being  out  of  the  market  on  that 
day  wasn't  a  necessary — or 
sufficient — condition  for 
beating  the  market  over  the 
entire  five  years.  Charles 
Hooper's  Mutual  Fund  Strat- 
egist was  fully  invested  dur- 
ing the  1987  crash  yet  still 
did  well  over  the  five-year 
period.  And  Richard  Fa- 
bian's Telephone  Switch 
Newsletter,  which  was  out  of 
stocks  during  the  crash,  did 
worse  than  the  market  over 
the  five  years. 

In  fact,  stock  selection 
rather  than  market  timing 
was  the  road  to  success  for 
the  high  ranks  of  the  top 
two  newsletters,  Louis  Na- 
vellier's  mpt  Review  and 
James  Collins'  ore  Insight, 
since  they  don't  even  try  to 
time  the  market.  (These 
two,  almost  tied  for  first  place,  used  to 
be  partners  and  have  had  their  sepa- 
rate newsletters  for  only  half  of  these 
five  years.  I  credit  each  with  the  same 
record  for  the  first  half.)  Stock  selec- 
tion is  also  responsible  for  the  high 
rank  of  the  other  Zweig  newsletter, 
the  Zweig  Performance  Ratings  Report, 
though  its  relative  weighting  of  long 
and  short  positions  will  change, 
which  is  market  timing  of  a  sort. 

The  moral  of  my  story  is  simply 
this:  There  is  considerable  talent  in 
the  newsletter  field.  That  newsletters 
as  a  group  failed  to  beat  the  market  is 
no  more  reason  for  writing  them  off 
than  that  the  average  mutual  fund 
also  failed  to  beat  the  market  over  this 
exceptional  period  is  reason  for  bury- 
ing mutual  funds.  ■ 

Mark  Hulbert  is  a  Forbes  columnist  (seep.  294). 
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Exotica 


the  old  bait-and-switch  routine. 

The  best  defense 
is  to  hang  up 


By  Matthew  Schif rin 


ffa  COld-CalliriQ  broker  tries  to  pitch  AT&T    1^,"^"   research   reports   that   feature 

'^y  r>  1      y      r  11  blue-chip  stocks,  municipal  and  cor- 

or  GM,  that  aoesn  t prove  he  s  from  a  blue-  porate  bonds,  and  mutual  funds. 

1    '.      r'  T  T  1  -  -     ^-  r       Has  Blinder  changed  its  spots?  Not 

chip  Jirm.  He  may  be  using  a  variation  OJ     hkely,  according  to  former  brokers 

and  regulators.  Watch  what  happens 
after  you  send  in  your  money  with  an 
order  for  a  respectable  stock.  Let's  say 
you  buy  1,000  shares  of  at&lt  at  40, 
paying  a  commission  of  $600.  The 
broker  will  try  to  talk  you  into  a  "stop 
loss"  strategy  whereby  the  position  is 
automatically  sold  if  the  stock  moves 
up  or  down  a  certain  percentage,  say, 
10%.  If  it's  up,  you  have  locked  in  a 
profit;  if  dowTi,  you  have  limited  your 
loss.  Generally,  stop  orders  are  a  stu- 
pid way  to  invest.  They  are,  nonethe- 
less, not  uncommon  at  high-class  bro- 
kerages, and  provide  a  certain  peace  of 
mind  for  some  investors.  So  far,  then, 
you  could  be  dealing  with  a  Merrill 
Lynch  or  Shearson  Lehman  Hutton. 

Now  let's  say  at&.t  climbs  to  44. 
Your  position  is  automatically  sold — 
and  the  trap  is  sprung.  The  broker 
persuades  you  to  reinvest  the  $44,000 
in  a  more  speculative  issue.  If  it's  a 
pink  sheet  stock,  all  you  need  to 
do  is  sign  a  consent  form,  or  if 
you  are  a  client  who's  done  sev- 
eral   transactions,    no    consent 
form  need  be  signed.  Also,  no 
consent  form  is  required  for  com- 
panies trading  on  the  Nasdaq. 

A  perfect  switch  candidate 
these  days  is  Expertelligence,  a 
Blinder-sponsored  software  com- 
pany with  a  bid  price  of  5  cents 
and  asked  price  of  15  cents.  It's 
tempting,  isn't  it?  The  salesman 
made  you  a  nice  profit  on  at&.t. 
With  Expertelligence,  the  pro- 
ceeds will  buy  you  an  impressive 
bundle  of  shares  of  this  15-cent 
stock,  more  than  290,000.  Thmk 
of  the  potential  killing  if  the 
stock  were  to  rise  even  to  50 
%  cents  a  share.  The  broker  won't 
j  have  told  you  that  while  the  of- 
I  fering  price  is  15  cents  a  share. 


E^  ENNY  STOCK  DEALERS  are  on  the 
"  run.  The  feds  finally  cracked 
down  on  Meyer  Blinder,  founder 
of  the  infamous  Blinder,  Robinson  &. 
Co.;  Blinder  is  now  under  indictment. 
The  Securities  &  Exchange  Com- 
mission is  trying  to  have  him 
barred  for  life  from  the  brokerage 
business.  A  new  sec  cold-calling 
rule  prevents  brokers  from  solic- 
iting a  new  customer  in  "pink 
sheet"  penny  stocks  unless  the 
customer  signs  a  written  consent 
form. 

Worse,  probably,  for  the  stock 
hucksters  than  this  belated  flur- 
ry of  regulatory  pressure  is  the  ^ 
increased  awareness  by  investors 
of  the  pitfalls  of  penny  stock  in- 
vesting. It's  simply  getting  hard- 
er to  find  suckers  who  will  re- 
spond to  a  stranger's  cold  call  by 
sending  off  a  check. 

Stuart-James  Co.,  a  penny 
stock  dealer  based  in  Denver  and 
founded  by  ex-Blinder  brokers, 
has  seen  a  fall-off  in  business  this 
year,  according  to  some  of  its 
salesmen.  Stuart-James  is  up- 
grading its  image.  It  has  hired  Ivy 
Leaguers  to  promote  its  cause 
and  is  spending  lots  of  money  on 
glossy  advertisements  in  business 
periodicals,  including  Forbes.  It  has 
promised  the  National  Association  of 
Securities  Dealers  that  it  will  in  the 
future  supply  customers  with  more 
information  about  the  price  spreads 
on  the  Nasdaq  stocks  that  are  its  spe- 
cialty. To  get  itself  out  of  the  penny 
stock  category,  it  has  initiated  reverse 
splits  on  some  of  the  stocks  it  spon- 


sors to  bring  their  prices  above  $  1 . 

But  don't  conclude .  from  Blinder's 
shrinkage  or  Stuart-James'  reforma- 
tion that  the  old  boiler  room  is  a  thing 
of  the  past.  For  all  of  its  problems. 
Blinder,  Robinson  is  still  very  much 
in  business  and  beating  the  bushes  for 


\ 
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suckers.  The  technique  has  been 
modified,  but  the  goal  is  still  the 
same:  to  separate  you  from  your  mon- 
ey. If  a  Blinder  salesman  contacts  you 
these  days,  he  may  recommend  that 
you  buy  at&.t.  Occidental  Petroleum 
or  a  fast-growing  Nasdaq  company 
with  real  sales  and  earnings.  Indeed, 
the  brokerage  will  probably  send 
along  several  of  its  recent  "Market- 


Blinder's  bid  on  the  same  stock  is 
/  just  5  cents.  If  you  were  to  buy  it 
■  today  and  sell  it  tomorrow,  you 

would  lose  67%  of  your  stake 
overnight.  Complain  to  the  sec?  Fat 
chance.  A  broker  need  not  tell  you — 
either  in  a  phone  call  or  on  the  order 
ticket — of  the  large  gap  between  the 
bid  and  asked  prices.  Nor  is  Blinder 
required  to  send  you  Expertclligcncc's 
financial  statements,  which  reveal 
sales  of  $876,000  and  a  1989  net  in- 
come of  less  than  a  quarter  of  1  cent 
per  share. 
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In  the  universe 
of  hnancial  services, 


A  POWERFUL  FORCE 
r -  IS  EMERGING. 


..S'lZV'AfUWIiWUI 

lion  of  capital,  the  SunAmerica  IC  17M17DP 
companies  offer  some  of  the      U  EilYlEilVv 

most  sought-after  financial  services  in  America. 
Tax-deferred  savings  plans.  14  mutual  funds.  Financial 
planning.  Investment  counseling.  And  trust  services. 

Together,  our  three  life  insurance  companies.  Sun  Life, 
Anchor  National  and  First  SunAmerica,  rank  among  the 
top  1%  of  all  U.S.  life  insurers  in  assets. 

Our  three  NASD  broker-dealers.  Royal  Alliance, 
SunAmerica  Securities  and  Anchor  Financial,  form 
the  largest  independent  financial  planning  network 
in  America. 

SunAmerica  Asset  Management  is  one  of  the  nations 
top  performing  money  managers.  And  Resources  Trust  is 
one  of  the  largest  trust  companies  in  the  United  States. 

When  looking  for  secure  investments,  strong  perform- 
ance and  sound  financial  advice,  look  to  SunAmerica. 
The  safe  place.  And  make  your  future  a  brighter  one. 


SiiilAmerica 

MAjaNG  The  Future  Brighter 

^MOO-445-SUN  2  •  ^ 


11601  Wilshtre  Boule^Ard,  Los  Angeles.  California  90025-1748 
The  IjunAmerica  Companies  ar6  wlibDy-ownied  subsidiaries  of  Broad  Inc.  (NYSE:BRO). 

iin  Life  Insurance  Company  of  America  ~  Los^.A^les  •  Anchor  National  Life  Insurance  Company  -  Los  Angeles 
,  First  SunAmeric'a''{ii'ft-1tisurance  Company  ~  New  York  •  . 

SunAmerica  As,set  Management'Corp.  ^  N'evy  York  •  Anchor  National  Financial  Services  ~  Phoeni.x 
Roval  Alliance  Associates  -  NewVbrk  •  SllnAmerica  Securities  ~  Dallas  •  Resources  Trust  Company  -Denver 


Exotica 


Other  investments  recommended 
by  Blinder  brokers  are  Vector  Aero- 
motive  Corp.,  which  makes  exotic 
automobiles  but  has  little  in  the  v^ay 
of  sales  or  earnings,  and  Hong  Kong- 
based  Bonso  Electronics,  a  manufac- 
turer of  electronic  scales.  Another  fa- 
vorite is  Intercontinental  Enterprises, 
the  holding  company  that  ovvtis  a 
slew  of  Blinder-controlled  companies, 
including  Blinder,  Robinson  &.  Co.  it- 
self. All  have  huge  spreads  between 
bid  and  asked. 

One  point  to  remember  is  this: 
Though  the  names  on  the  brokerage 
houses  may  change,  many  of  the  prin- 
cipals and  salespeople  are  the  same. 
And  one  of  their  tricks  is  to  let  you 
have  a  profit  on  your  first  purchase 
but  then  go  to  great  lengths  to  keep 
you  from  getting  your  profits.  They'll 
try  to  push  you  into  another  issue. 
The  name  of  their  game  is:  Get  hold  of 
the  sucker's  money  and  don't  let  go 
until  it's  mostly  gone.  So,  if  the  name 
on  the  brokerage  house  doesn't  tell 
you  anything,  the  tactics  will. 

In  theory,  you  could  walk  away 
from  a  penny  stock  dealer  with  a  cash 
profit,  but  it  wouldn't  be  easy.  Why 
fight  it?  Want  to  buy  at&.t?  Use  a 
broker  you  know  is  honest.  Want  to 
buy  permy  stocks?  Don't.  The  best 
defense  is  to  hang  up  when  the  permy 
stock  broker  calls.  ■ 


The  pink  sheets  are  the  flea  market  of  Wall 
Street:  loaded  with  junk  hut  with  an  odd 
jewel  here  and  there.  Both  value  investors 
and  mindless  speculators  shop  there. 

Prowling 
the  pink  sheets 


By  William  Baldwin 


Penny-stocker  Meyer  Blinder 
Aiming  to  become  a  class  act. 


Iet's  say  you  have  been  a  long- 
_  time  investor  in  Anderson-Tul- 
I  ly  Co.,  a  manufacturer  of  hard- 
wood truck  beds,  and  you  get  a  letter 
from  management  about  a  Dutch  auc- 
tion. The  company  will  repurchase 
some  of  its  shares,  from  whichever 
shareholders  are  willing  to  take  the 
lowest  price.  The  company  has  a 
strong  balance  sheet,  pays  a  dividend 
of  $3,500  a  share  and  has  cash  flow  (in 
the  sense  of  aftertax  earnings  plus  de- 
preciation) about  four  times  the  divi- 
dend. Bidding  starts  at  $85,000  a 
share.  What's  your  bid? 

If  you  are  Herbert  Weaver  Jr.,  a  Vero 
Beach,  Fla.  investor  who  holds  1.15 
shares  of  this  obscure  stock,  you  ig- 
nore the  offer.  Who  knows  what  value 
lurks  in  the  company?  Rumor  has  it 
that  Anderson-Tully  owns  323,000 
acres  of  timberland  somewhere  in  the 
South,  but  it's  just  rumor,  because 
management's  policy  is  not  to  admit 
anything  about  its  real  estate. 

Weaver  got  the  Dutch  auction  offer 
in  February.  In  May  he  got  another 
letter.  This  time  the  president  of  the 
company  is  warning  shareholders  that 
a  tender  offer  from  an  outsider  is  im- 
minent, and  that  they  should  turn  it 
down.  The  outsider  is  a  company  con- 
trolled by  Ronald  Brierley,  a  shrewd 
New  Zealand  speculator  with  an  eye 
for  undervalued  assets.  He's  offering 
$150,000  a  share  for  up  to  100  shares, 
about  a  sixth  of  the  company. 

"Anderson-Tully  is  saying,  'Don't 
tender  your  shares  to  him.  Just  tender 
them  to  us  for  $85,000,' "  says 
Weaver.  "I  think  that's  comical." 

Weaver,  61,  has  been  buying  ob- 
scure stocks  like  this  one  for  a  quarter 
of  a  century,  and  if  one  theme  shines 
through,  it's  a  reluctance  to  sell.  Ideal- 


ly, he  sells  when  the  whole  company 
is  being  sold,  for  something  close  to 
true  value.  He's  going  to  reject  Brier- 
ley's  offer  as  well  as  management's. 

Weaver  invests  according  to  the 
gospel  laid  down  in  a  book  that  has 
been  on  his  shelf  since  it  appeared  1 7 
years  ago:  Benjamin  Graham's  The  In- 
telligent Investor.  He  buys  by  the  book 
and  he  sells  by  the  book.  Graham  had 
several  ways  of  defining  value  in  a 
company:  in  relation  to  its  average 
earnings  over  a  period  of  years,  its 
book  value  and  its  dividends.  But  his 
favorite  buy  was  a  company  trading  at 
less  than  two-thirds  of  its  net  working 
capital,  which  is  defined  as  current 
assets  (cash,  receivables,  inventory) 
less  all  liabilities.  Thus,  you  got  the 
factories  for  nothing.  With  assets  so 
cheap  you  can  almost  ignore  the  earn- 
ings statement.  If  existing  manage- 
ment can't  make  a  profit  from  the 
assets,  then  someday  someone  else 
will.  Pure  Grahamism,  alas,  is  pretty 
hard  to  practice  nowadays,  what  with 
the  average  stock  trading  at  more  than 
three  times  book  value. 

Weaver  follows  a  modified  version 
of  Grahamism  in  which  assets  like 
timber  or  developable  land  are  treated 
with  the  same  respect  as  mventory 
and  receivables.  If  you  can  find  such 
assets  trading  in  the  stock  market  at 
less  than  half  their  true  value,  you 
may  have  a  buy.  Weaver  is  also  will- 
ing to  look  at  companies  with  consis- 
tent earnings  that  trade  at  half  the 
price/earnings  multiple  that  prevails 
in  the  market  as  a  whole — provided 
the  price  is  not  too  much  more  than 
book  value.  Like  Graham,  he  puts  lit- 
tle premmm  on  rapid  growth.  He 
owns  one  technology  stock.  His  com- 
panies make  things  like  boilers  and 
shipping  sacks. 

It's  a  tough  discipline  to  hold  to, 
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NEW     FROM     FIDELITY     BROKERAGE 


Fidelity  Puts 

The  PLUS 
In  Discount 
Brokerage. 

Fidelity  Brokerage  presents  FidelityPlus,'**  our  newest  discount  brokerage  account 
designed  to  deliver  not  only  commission  savings-but  added  conveniences  you  don't  get 
from  most  discount  brokers. 


With  FidelityPlus,  you  enjoy  all  the  advantages  of  Fidelity  Brokerage: 


'  Up  to  76%*  savings  on  stock  and  option 
commissions 

'  Prompt,  accurate  trade  executions^ 

'  24-hour,  7-day,  toll-free  access  to  account 
service  representatives 

'  Investment  information  without  sales  pressure 

'  The  confidence  of  doing  business  with  Fidelity, 
a  discount  brokerage  leader 


plu5 
plus 


Daily  income  on  all  cash  balances  to 
keep  your  money  working  for  you. 

Convenient  access  to  your  money  and 
extra  financial  flexibility  through  free 
checkwriting  and  a  no-fee  Visa®  debit 
card. 

oh  l5  ^  complete  range  of  investment  choices- 
r  I  •*    from  the  Fidelity  family  of  mutual  funds 
as  well  as  400  other  funds,  to  stocks, 

corporate  and  municipal  bonds,  CDs,  zero-coupon 

bonds,  U.S.  Treasuries,  and  more. 


And,  of  course,  you'll  enjoy  the  benefits  of  doing  business  with  Fidelity  Divestments,  one  of  America's  leading  fnancial 
service  companies.  Call  today  for  your  free  FidelityPlus  New  Account  Kit  and  find  out  how  you  can  get  more  value 
from  a  discount  brokerage  account. 

Visit  a  Fidelity  Investor  Center  or  call  24  hours 


1-800-544-7272 


Fidelity 


Inuestments 

Brokerage  Services 


*Based  on  the  maximum  commission  charged  by  a  representative  full-cost  broker  during  an  April,  1990  survey.  Minimum  commission  $36. 

Fidelity  Brokerage  Services,  Inc.,  l6l  Devonshire  Street,  Boston,  MA  021 10.  Member  NYSE,  SIPC.  CODE:  FORB/PLU/062590 
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Herbert  Weaver  at  bis  Vero  Beach,  Fla.  home  office 

His  rude  of  thumb:  If  they  offer  $8S,000  a  share,  it's  worth  more  than  that. 


Red  Mof  (Un 


and  one  that  doesn't  shine  in  a  bull 
market,  when  stocks  are  priced  as 
much  by  fad  and  fancy  as  by  value. 
Although  Weaver  doesn't  keep  perfor- 
mance figures  on  his  holdings,  he  says 
they  have  not  kept  up  with  the  mar- 
ket lately. 

As  he  lags  behind  the  market,  is 
Weaver  thinking  of  switching  meth- 
ods? Not  on  your  life.  A  Graham/ 
value  approach  has  served  him  too 
well  for  too  long  for  him  to  change 
now.  He's  in  the  same  boat  as  the 
mutual  funds  run  by  like-minded  in- 
vestors, such  as  Windsor  Fund  and 
Mutual  Shares.  Over  longer  periods 
that  include  bear  markets,  these 
funds  have  done  very  well.  Weaver, 
for  his  part,  has  multiplied  his  money 
tenfold  in  several  positions,  including 
Woodward  Governor  and  Maui  Land 
&  Pineapple. 

Even  with  his  greatly  loosened 
standards  of  Grahamism,  Weaver 
finds  few  listed  stocks  that  look 
cheap.  Not  counting  inherited  posi- 
tions, just  2  of  his  portfolio's  75 
stocks  trade  on  the  Big  Board:  St.  Joe 
Paper  Co.,  the  largest  landowner  in 
Florida  (Forbes,  ywwe  11],  and  Plum 
Creek  Timber  L.P.,  one  of  the  largest 
in  the  Pacific  Northwest. 

That's  why  you  find  Weaver  rootmg 
around  in  the  pink  sheets,  the  listings 
of  over-the-counter  stocks  too  thinly 
traded  to  show  up  in  the  newspaper. 


Pink  sheets,  published  by  the  Nation- 
al Quotation  Bureau,  are  available 
from  your  broker.  You  will  find  a  lot 
of  trash  there — namely,  companies  in 
or  near  bankruptcy  and  penny  stocks 
being  manipulated  by  crooked  bro- 
kers. But  there  are  also  a  few  gems. 
Weaver  owns  Keweenaw  Land  Asso- 
ciation Ltd.  Recent  bid:  275.  But  it's 
surely  worth  a  lot  more  than  that. 
Subtract  the  company's  portfolio  of 
marketable  securities  from  the  stock 
price,  and  you  have  a  timber  company 
priced  (bid)  at  $27  an  acre.  The  prob- 
lem with  Keweenaw  is  that  the  float 
is  tiny.  It  could  take  you  years  to  land 
even  a  few  shares  of  the  stuff. 

Weaver  has  accumulated  a  9% 
stake  in  Beaver  Coal  Co.  Its  40,000 
acres  of  West  Virginia  lie  over  an 
enormous  reserve  of  low-sulfur  coal. 
Mining  all  but  ceased  there  a  few 
years  agO;  if  it  resumes,  coal  royalty 
revenues  will  shoot  up.  Meanwhile, 
the  firm  took  in  enough  in  rentals  and 
royalties  from  trailers,  malls,  quar- 
ries, wells  and  forests  to  pay  Weaver  a 
$57,800  dividend  last  year. 

Weaver  came  to  this  kind  of  invest- 
ing from  an  unlikely  starting  place. 
He  was  a  programmer  at  a  little  soft- 
ware firm  that  went  public.  This  was 
1965,  a  time  when  Ben  Graham  was 
scorned  and  software  was  magic  on 
Wall  Street.  The  stock  came  out  at  a 
ridiculous  multiple  of  its  earnings  and 


book  value,  and  proceeded  to  climb 
tenfold.  To  the  dismay  of  his  partners. 
Weaver  unloaded  his  insider  stock  as 
fast  as  the  sec  rules  permitted.  Within 
a  decade  the  company  was  bankrupt, 
but  not  before  Weaver  pulled  out  a 
small  fortune. 

Weaver  is  now  part  owner  of  a  pri- 
vately held,  and  very  profitable,  data 
processing  firm,  but  he  doesn't  go  to 
work.  Instead,  he  has  made  a  full-time 
hobby  of  a  portfolio  of  pink-sheet 
stocks  belonging  to  him  and  his  rela- 
tives. This  kind  of  slow-paced  invest- 
ing can  be  done  anywhere,  but  the 
coast  of  Florida  seems  particularly 
conducive  to  it.  Two  more  of  this 
fairly  rare  breed  of  investor  live  in  the 
little  town  of  Vero  Beach.  Thomas 
Knapp,  69,  is  a  general  partner  \r\ 
Tweedy,  Browne  Co.'s  tbk  Partners, 
one  of  the  preeminent  buyers  of  thin- 
ly traded  stocks.  Edward  McLaughlin, 
51,  an  active  player  in  the  field,  boasts 
that  he  once  cleared  a  small  profit  by 
grccnmailing  something  called  the 
Standard  Horse  Nail  Corp. 

Buyers  of  obscure  stocks  arc  a  com- 
petitive bunch,  squabbling  over  the 
tiny  lots  of  shares  that  become  avail- 
able. But  they  stand  united  against 
another  enemy:  controlling  share- 
holders who  try  to  force  out  the  out- 
siders at  lowball  prices.  Knapp  says 
insiders  at  a  small  company  with  a 
plum  piece  of  real  estate  offered  to 
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In  the  universe  of 

telecommunications 

companies,  some  stars 

shine  brighter  than  others. 


The  growth  of  the 
telecommunications 
industry  in  recent 
years  has  been 
astounding. 

But,  within  this 
universe  of  companies, 
some  stars  shine 
brighter  than  others. 

In  the  last  five  years, 
for  example,  ALLTEL 
Corporation's  average 
annual  total  return  of 
36%  has  out- 
performed the  average 
of  its  peer  group  -  the 
1 5  largest 

telecommunications 
companies  in  the  country  -  as  well  as  the  S&P 
and  Dow. 

And  the  future  also  looks  bright. 
We  invite  you  to  join  us  for  what  promises  to 
be  a  singularly  rewarding  journey. 


^CIUXEI. 


CORPORATION 


For  more  information,  call  (501)  661-8999  or  write  to;  ALLTEL  Investor  Relations  •  P.  O.  Box  2177  •  Little  Rock,  AR  72203 


f;-     '  '         ,  ■ 

Fxotica 

Beiyamin  Graham  would  have  liked  these 

Herbert  Weaver  looks  for  companies  trading  cheaply  in 
relation  either  to  their  assets  or  to  their  earning  power. 

Only  two 
the  public 

Stocks  in  his  portfolio  are  readily  available  to 
:  St.  Joe  Paper  and  Plum  Creek  Timber. 

Company/business 

Bid 

Sales 

l$mil) 

^      Shares 
outstanding 

(thou)      Underexploited  assets 

adjusted 
book  value' 

earnings 

dividend 

Anderson-Tully/hardwood  products 

150,000 

$64,502 

$8,176.00 

$3,500.00 

$61 

1^ 

323,000  acres:  Miss,  Tenn 

Beaver  Coal/surface  rentals,  energy 

320 

109 

26.50 

26.50 

1 

25p 

40,000  acres;  West  Virginia 

Bumham/boilers 

36'/2 

51 

4.32 

1.68 

103 

1,296 

Chase  Packaging/bags 

180 

319 

26.49 

5.75 

183 

258 

Hardinge  Bros/lathes 

24 

42 

3.72 

1.49 

111 

1,821 

Keweenaw  Land/natural  resources 

275 

205 

59.04 

16.00 

4 

39p 

116,000  acres:  northern  Mich 

Pioneer  Metals/ductwork 

90 

106 

14.58 

— 

51 

184 

Plum  Creek  Timbers/timber 

253/4 

19 

2.12 

2.80* 

373 

15,453p 

1.4  mil  acres:  Wash,  Idaho,  Mont 

Riviana  Foods/rice 

25 

31 

8.42 

1.80 

316 

1,276 

Spartan  Mills/textiles 

110 

145 

7.05e 

1.00 

secret 

1,418 

mystery  subsidiary 

St  Joe  Paper/paper,  rail  transport 

39% 

29 

2.20 

0.20" 

635 

30,499 

2.9%  of  Florida 

York  Corrugating/plumbing  supp 

37 

166 

4.86 

1.10 

19 

45 

cash 

Data  for  1989  except  as  noted.      'Book  value  plus  LIFO  inventory 
654V4.     ^Entitv'  created  6/8/89.  Earnings  and  sales  are  for  6/8/89  to 

reserve,  pension  plan  overfunding,  and  unrealized  gain  on  securities.     -Shares  outstanding: 
3/31/90,  annualized.     ^Indicated  rate,  1990.      e:  Estimate     p:  Pannership  units. 

Sources:  Weaver  Brothers;  Disclosure,  Chicago  Corp 

buy  out  tbk's  position  at  $7  a  share. 
TBK  sued,  and  is  holding  out  for  $700  a 
share.  McLaughlin  is  still  spluttering 
over  a  1985  recapitalization  of  Simp- 
son Timber  Co.  in  which  the  control- 
ling Reed  family  wanted  to  force  out 
minority  holders  at  $75,000  a  share.  A 
lawsuit  succeeded  in  raising  the  price 
above  $200,000.  "More  than  not 
knowing  what's  on  the  balance  sheet 
or  what  next  year's  earnings  are  going 
to  be,  the  fear  in  this  business  is  being 
frozen  out,"  says  McLaughlin. 

Managers  of  widely  traded  compa- 
nies can,  with  support  from  the  Penn- 
sylvania legislature  and  the  Delaware 
judiciary,  also  shortchange  their 
shareholders.  But  the  closely  held 
firms  have  one  additional  weapon:  se- 
crecy. Companies  that  have  never  had 
more  than  500  shareholders  don't 
have  to  comply  with  federal  disclo- 
sure laws.  Thus,  map  publisher  Rand 
McNally  6l  Co.'s  annual  report 
doesn't  disclose  how  many  shares  are 
outstanding.  Spartan  Mills'  cryptic 
annual  doesn't  even  show  earnings. 

Should  you  be  tangling  with  com- 
panies like  these?  Only  if  you  have 
patience,  lots  of  time  for  study  and  a 
nose  for  numbers.  But  the  rest  of  us 
can  learn  something  from  Weaver's 
methods.  Here  are  three  principles. 

Trading  is  expensive.  For  thinly  trad- 
ed stocks,  the  cost  of  trading  is  visible 
as  a  wide  spread  between  bid  and 
asked  prices.  Weaver  remembers  the 
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Rand  McNally  he  bought  at  22  being 
quoted  once  at  30  bid,  60  asked  (re- 
cent bid:  175).  Spreads  on  Nasdaq- 
traded  issues  are  much  narrower,  but 
still  wide  enough  to  damage  in-and- 
outers.  So  don't  buy  a  stock  unless 
you  are  prepared  to  stay  with  it  a  long 
time  and  unless  there  seems  to  be 
sufficient  potential  gain  to  cover  the 
heavy  transaction  costs  and  still  give 
you  a  fair  return. 

Something  else  to  think  about  are 
taxes.  Weaver  says  there  are  some 
long-standing  positions  he'd  like  to 
unload  in  favor  of  others  but  won't, 
because  his  cost  basis  is  so  low.  If  he 
makes  the  switch,  a  fourth  of  his 
money  is  siphoned  off  in  capital  gains 
tax.  Is  he  confident  enough  in  his 
stock-picking  ability  to  say  the  re- 
placement stock  is  that  much  better 
than  the  discarded  stock?  Rarely. 

Discounts  persist.  You  can  get  shares 
of  Baker,  Fentress  &.  Co.,  a  closed-end 
fund  traded  on  the  New  York  Stock 
Exchange,  at  a  20%  discount  to  the 
net  assets  per  share.  That  looks  like  a 
pretty  good  deal.  But  what  if  you  sell 
when  the  fund  is  still  trading  at  a  20% 
discount?  Then  your  appreciation  is 
only  as  good  as  the  appreciation  of  the 
Baker,  Fentress  portfolio. 

St.  Joe  Paper  is  trading  at  perhaps  a 
65%  discount  to  the  value  of  its  as- 
sets. If  the  discount  holds  steady,  the 
stock  will  go  up,  but  only  as  fast  as 
those  assets  do.  Do  you  really  want  to 


be  in  Florida  real  estate? 

There  are  two  ways  for  a  discount 
on  assets  to  be  narrowed.  One  is  sud- 
denly, if  a  company  is  bought  out  or  a 
fund  is  open-ended.  The  other  is  when 
the  assets  are  turned  into  cash  and 
paid  out  as  dividends.  Thus,  if  Baker, 
Fentress  pays  a  $1  dividend  from  capi- 
tal gains,  that's  a  dollar  you  just 
bought  for  only  81  cents.  Growth- 
stock  players  can  ignore  dividend 
payouts.  Asset  players  should  pay  a 
lot  of  attention  to  them. 

Also  remember  that  when  dis- 
counts are  erased,  taxes  are  due, 
sometimes  at  both  the  corporate  and 
the  individual  level. 

AsscAs  can  cJL'isipate  Even  the  assets 
Ben  Graham  liked  the  best.  "I  didn't 
do  well  on  Schluderbcrg-Kurdlc,"  says 
Weaver  about  a  Baltimore  sausage 
firm.  "They  had  a  beautiful  balance 
sheet,  but  after  years  of  losses  it  didn't 
look  so  beautiful." 

The  illiquidity  of  pink  sheet  stocks 
works  to  the  investor's  disadvantage. 
But  it  docs  inject  a  certain  sobriety 
into  the  process.  It  forces  the  investor 
to  focus  on  those  elements  that  ulti- 
mately give  all  corporations  their  val- 
ue: their  assets  and  their  carnmg  pow- 
er. Remember  that  the  next  tunc  a 
broker  talks  to  you  about  the  price 
"momentum"  in  some  hot  growth 
stock.  Assets  and  earnings  are  thnigs 
you  can  quantify.  Momentum  and 
growth  are  not.   ■ 
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We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  2rprofessionals  have  access 
to  properties  in  all  shapes  and  sizes,  as 
members  of  one  of  the  country's  largest 
Commercial-Investment  organizations. 
A  world-renowned  tradition  of  service. 
When  you  work  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 

One  size  doesn't  fit  all. 

Whatever  your  comfort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference. 


The  Commercial-Investment  Professionals 


©1990  Century  21  Real  Estate  Corporation  as  trustee  lor  ttie  NAF.  "and™— trademarks  of  Century  21  Real  Estate  Corporation.  Equal  Housing  Opportunity  is>  EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED. 
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Exotica 


Itching  to  play  the  Bordeaux  futures  mar- 
ket? You  may  have  fun,  but  don  V  kid  your- 
self that  this  is  an  investment — or  even  a 
way  to  save  on  wine.  .     <. 

Drinking  your 

profits  is 
the  best  revenge 


By  Peter  Fnhrmaii 


Y'  ou  CAN  HAVE  some  fun  buying 
wine  for  future  delivery,  but 
don't  take  seriously  anyone 
who  says  you  can  make  money  that 
way.  Wine  "futures"  have  nothing  in 
common  with  commodity  futures. 
This  is  not  a  commodities  market  like 
the  Chicago  Merc.  It  is,  rather,  a  sys- 
tem of  distributing  consumer  goods. 
In  this  case  the  producers  have  clever- 
ly created  a  buying  frenzy  and  an  at- 
mosphere of  rising  expectations.  Can 
you  "invest"  in  wine?  Only  in  the 
sense  that  you  can  "invest"  in  a  dress 
at  Bloomingdale's  before  its  designer 
is  widely  acclaimed. 

Remember  this:  Should  you  try  to 
realize  your  profits  in  wine  futures, 
you  can  do  so  only  after  taking  deliv- 
ery of  the  wine.  Then  you  have  the 
option  of  auctioning  the  bottles  in  the 
two  states  that  have  legalized  such 
auctions,  Illinois  and  California.  But 
figure  on  losing  30%  of  the  sale  price 
to  auctioneers'  fees  and  shipping. 
Thus,  with  a  60%  appreciation,  you 
would  about  break  even.  You'd  have 
to  double  your  cost  price  within  two 
to  three  years  to  earn  any  kind  of 
return.  Your  safest  bet  is  to  liquidate  a 
wine  future  at  the  dinner  table. 

But  such  is  human  gullibility  and 
such  the  trendiness  of  anything  con- 
nected with  wine  that  the  market  in 
Bordeaux  wine  futures  has  grown 
quickly  both  in  size  and  in  partici- 
pants over  the  last  decade,  as  the  best 
wines  from  the  best  vintage  years 
(1982  and  I98S)  have  risen  in  price  by 
about  20%  per  year.  (The  1984  wmcs. 


though,  are  currently  trading  at  about 
5%  below  the  opening  futures  prices.) 
Once  it  was  mainly  wine  merchants, 
planning  ahead  for  ways  to  fill  up 
shelf  space,  who  would  bother  to  take 
a  contract  for  future  delivery  of  fine 
French  wines.  Now  consumers  are  be- 
ing persuaded  to  carry  the  inventory. 

In  the  old  days,  a  wine  merchant 
would  call  a  wholesaler  in  the  city  of 
Bordeaux  for  the  price  of  a  particular 
vintage  due  to  be  bottled  two  years 
later,  after  the  new  vintage  had  fin- 
ished aging  in  oak  casks.  The  wine 
merchant  would  then  contract  to  buy, 
say,  ten  12-bottlc  cases  of  Chateau 
Latour  for  $175  a  case,  paying  cash 
now  for  wine  to  be  delivered  later  to 
his  shop.  Over  the  next  two  years,  the 
value  of  those  ten  cases  would  appre- 
ciate in  rough  proportion  to  the 
amount  of  hype  generated  by  wine 
critics  about  that  year's  vintage. 

Let's  say,  by  time  of  delivery,  the 
price  of  that  vintage  had  risen  30%. 
The  merchant  could  then  cither  sell 
his  cases  back  to  a  broker  in  Bordeaux 
or,  better  still,  use  the  higher  price  as 
a  starting  point  for  computing  his  re- 
tail markup  of  25%  to  50%.  Thereby 
his  $1,750  investment  in  ten  cases 
might  yield  $3, 1 25,  a  pretty  fair  rate  of 
return  if  the  merchant  turns  the  wine 
over  quickly. 

That  comfortable  arrangement  was 
rent  apart  in  1984.  That  year,  a  few 
lucky  players  earned  a  galactic  rate  of 
return.  The  early  handicapping  of  the 
1982  Bordeaux  vintages  said  it  was 
going  to  be  only  a  humdrum  year.  As  a 
result,  the  first  futures  contracts  sold 
for  just  a  sou,  in  a  manner  of  speaking. 


The  1982  vintage  at  Chateau  Mar- 
gaux,  one  of  France's  venerable  "first 
growths,"  opened  at  the  equivalent  of 
$365  a  case.  (Prices  are  converted 
from  French  francs  at  today's  ex- 
change rate  of  5.6  francs  to  the  dollar.) 
By  the  time  the  wine  was  being 
shipped,  in  the  fall  and  winter  of  1 984, 
the  spot  price  had  jumped  to  $650, 
Contrary  to  all  earlier  expectations, 
the  wine  writers  were  by  then  herald- 
ing the  1982  vintages  in  Bordeaux  as 
the  best  in  a  decade.  The  1982  Mar- 
gaux  is  now  quoted  wholesale  in  Bor- 
deaux at  $1,070  a  case.  Your  local 
wine  shop  will  probably  sell  you  one 
bottle  for  about  $150.  That  for  a  wine 
that  won't  even  be  at  its  most  lirink 
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Bruno  Prats  on  roof  of  his  Cos  D'Estoumel  winery 

You  could  call  this  the  low-PIE  play  on  the  Bordeaux  futures  market. 


Photos  by  Richard  Kalvar/MaKnum 


able  before  1992.  Indeed,  when  the 
bottles  are  uncorked  then,  the  vintage 
could  fail  to  live  up  to  the  heavy  ad- 
vance billing. 

The  1984  rally  opened  v^ine  mer- 
chants' eyes.  Why  not  expose  futures 
trading,  once  mainly  the  preserve  of 
professionals,  to  the  retail  side  of  the 
business?  The  customer  could  have  a 
chance  to  lock  in  a  supply  of  vintage 
Bordeaux.  Then  he  could  look  forward 
to  sitting  backhand  watching  his  in- 
vestment head  upward  in  value  as  the 
1982  Bordeaux  had. 

For  the  wine  shops,  and  here  we 
mean  highly  publicized  outfits  like 
New  York's  Sherry-Lehmann  or  the 
Wine  Merchant  in  Beverly  Hills,  the 


lure  of  selling  futures  is  obvious.  Most 
individuals,  under  U.S.  law,  can't  buy 
the  futures  contracts  directly  from 
Bordeaux  brokers.  You  need  a  liquor 
license  to  do  that.  So  the  shops  buy 
the  futures  quoted  in  francs,  add 
about  $15  per  case  for  freight  and  tax- 
es, plus  their  usual  retail  markup  of 
35%  to  50%.  They've  made  a  nice 
profit  without  having  to  carry  a  single 
bottle  in  inventory.  The  customer 
takes  the  risks — and  the  hoped-for  ap- 
preciation— while  the  wine  merchant 
gets  his  ample  markup  now. 

For  the  wine  shops,  the  risk  is  negli- 
gible. As  long  as  they  deal  with  the 
bigger,  reputable  brokers  in  Bordeaux, 
they  should  have  no  problem  with 


delivery.  For  the  vineyard  owners  in 
Bordeaux,  the  big  increase  in  the  fu- 
tures contracts  since  1984  is  also  a 
blessing.  They  sell  about  80%  of  their 
annual  production  at  one  go,  usually 
about  eight  months  after  harvest, 
while  the  wine  is  still  in  oak  barrels. 
More  demand  in  the  futures  markets 
has  meant  higher  prices  for  them  and 
less  worry  that  their  wine  will  end  up 
molding  on  some  store's  shelf,  which 
would  be  bad  for  any  snooty  Bordeaux 
vineyard's  reputation.  They  also  get 
paid  up  front  for  that  80%  sold  soon 
after  harvest,  banking  the  money  long 
before  their  wine  is  bottled. 

This  spring,  seeing  that  their  1989 
vintages  would  command  high  prices. 
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1 


Chateau  Latour  vineyard 

The  value  isn't  in  the  grapes.  It's  in  the  appellation. 


several  of  the  leading  vineyards  are 
coming  to  market  in  tv/o  stages  in- 
stead of  one.  The  pent-up  demand  as- 
sured that  the  first  batch,  priced  25% 
to  35%  above  the  1988  vintage,  sold 
v^ithin  hours.  Do  the  winemakers  re- 
gret having  seemingly  underpriced 
their  wine  at  the  first  sale?  About  the 
way  the  manufacturer  of  Cabbage 
Patch  dolls  regretted  the  mob  scenes 
at  toy  stores  attracted  by  early  low 
prices.  This  kind  of  pricing  is  the  mor- 
al equivalent  of  letting  the  sucker  win 
the  first  hand  at  poker. 

The  second  batch  of  wine  will  now 
be  released  at  a  price  about  15%  high- 
er. Even  so,  says  Sherry-Lehmann 
President  Michael  Aaron,  "the  de- 
mand from  our  customers  for  1989 
futures  is  almost  overwhelming.  It's 
like  Christmas."  For  him,  he  means. 
One  leading  wine  broker  in  Bordeaux, 
Philippe  Hernandez  of  Societe  Distri- 
bution Vins  Fins,  expects  by  Septem- 
ber the  1989  Chateau  Margaux  will  be 
going  for  $660  wholesale.  If  so,  expect 
to  pay  between  $1,000  and  $1,250  a 
case  at  a  wine  shop  in  the  U.S.  The 
1989  Chateau  Lafite  Rothschild  will 
also  sell  for  $100  a  bottle  or  more. 

Okay,  we've  warned  you  it  isn't  a 
paying  proposition,  but  you  still  want 
to  play  wine  futures.  Here  are  a  few 
suggestions: 

The  first  growths  are  the  Nifty  Fifty 
of  this  market,  good,  but  perhaps  not 


in  proportion  to  their  prices.  If  you  are 
more  a  value  player,  consider  one  of 
the  labels  in  a  lower  tier.  Bruno  Prats' 
Chateau  Cos  D'Estoumel  is,  based  on 
the  1855  French  classification  sys- 
tem, only  a  "second  growth."  But  it  is 
nearly  as  good  as  the  firsts.  The  Cos 
D'Estoumel  estate,  in  fact,  is  just 
across  the  road  and  up  a  small  hill 
from  Chateau  Lafite  Rothschild.  The 
Prats  family  bought  the  chateau  and 
vineyards  in  1917.  Bruno  Prats,  an 
amiable  man  with  a  degree  in  agricul- 
tural engineering  and  viticulture,  has 
been  running  the  vineyard  since  1971. 


Cos  D'Kstonrncl  bottles  and  cask 
Qrowth  stock? 


In  effect,  he  took  over  an  undervalued 
asset  and  turned  it  around.  Cos  D'Es- 
toumel, if  you  will,  is  the  1ow-p/e 
property  among  Bordeaux  vineyards. 

"This  wine,  because  of  its  excep- 
tional quality  and  the  management  of 
Bruno  Prats,  is  likely  to  appreciate 
more  in  value  over  time  than  about 
any  other  Bordeaux,"  says  Roger 
Bohmrich,  Group  Marketing  Manager 
of  Frederick  Wildman  &  Sons,  a  large 
wine  merchant  in  New  York  City. 

How?  First,  Prats  has  invested  liber- 
ally to  improve  the  care  and  distribu- 
tion of  his  vines.  He  also  invested 
downstream,  in  the  bottling  and  stor- 
age of  his  wine.  As  a  result,  Cos  D'Es- 
toumel is  on  an  upswing.  Prats  also 
has  a  deft  hand  with  the  marketing. 
He  is  one  of  the  more  vocal  propo- 
nents of  the  wine  futures  system, 
where  his  1989  output  of  30,000  cases 
is  going  for  $257  a  case  wholesale. 

Stories  like  this,  especially  told 
around  a  table  where  good  wines  arc 
being  sniffed,  arc  a  turn-on  for  pro- 
spective futures  buyers.  Our  advice  is: 
Turn  off.  A  smart  wine  lover  wc  know 
willingly  pays  high  retail  prices  on 
those  occasions  when  only  the  best 
will  do.  In  the  meantime,  he  lets  the 
wine  merchants  carry  the  inventory 
and  the  risk  and  he  puts  his  money  in 
things  he  understands  and  where  he 
knows  the  odds  arc  less  heavily 
stacked  against  the  investor.  ■ 
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The  best  new  issues  do  spectacularly  well. 
The  average  new  issue  does  poorly.  It's  the 
averages  that  count  in  investing. 

Long  shots 
and  small  returns 


By  Steven  Ramos 
and  Steve  Kichen 


T|his  could  be  the  next  Home 
Depot!"  says  your  broker,  in 
trying  to  sell  you  on  an  initial 
public  offering.  A  $10,000  investment 
in  Home  Depot  when  it  came  to  mar- 
ket in  1981  is  worth  $740,000  today. 
Such  spectacular  returns  stick  in  the 
memory  and  make  a  great  selling  tool 
for  stockbrokers.  But  don't  be  swayed 
by  such  tales.  What  counts  in  invest- 
ing is  not  the  extreme  cases  but  the 
averages.  And  the  averages  are  very 
bad  in  the  new-issues  market. 
We  reviewed  the  performance  of 


1,993  companies  that  went  public 
betweeen  Jan.  1,  1980  and  May  15, 
1990.  Of  these,  1,421,  or  71%,  did 
worse  than  the  overall  market,  as 
measured  by  the  s&p  500.  The  average 
performance,  relative  to  the  market, 
was  -19%.  That  means  that  the  un- 
derwriters could  have  cut  all  their  of- 
fering prices  by  19%,  and  the  buyers 
still  would  have  had  no  great  deal — 
just  a  means  of  tying  the  market  and 
incurring  an  inordinate  amount  of 
risk  in  the  process. 

To  get  an  idea  of  the  risks,  consider 
these  statistics.  More  than  half  of  the 
new  issues  are  now  worth  less  than 
the  offer  price.  A  third  are  now  valued 


at  less  than  hal|  of,  their  offer  price, 
and  123  of  the  1,993  went  bankrupt. 

And  our  performance  statistics  are 
too  kind  to  new  issues.  First,  we  have 
ignored  dividends,  which  are  much 
higher  for  established  companies  than 
for  new  issues.  Second,  we  have  as- 
sumed that  an  investor  could  have 
bought  at  the  new-issue  price.  In  fact, 
a  lot  of  the  more  attractive  offerings — 
Genentech,  for  example — were  ra- 
tioned out  to  the  buyers  at  the  offer- 
ing price.  Investors  who  weren't  owed 
a  favor  by  their  brokers  simply  had  to 
buy  in  the  secondary  market  at  much 
higher  prices.  Finally,  we  omitted 
from  our  survey  all  stocks  offered  at 


The  top-performing  new  issues 

This  list  of  winners  in  the  IPO  sweepstakes  of  the 
1980s  will  make  you  wistful.  If  only  you  had  bought 
Home  Depot  or  Liz  Claiborne  or  King  World,  you  could 

have  made  a  killing.  But  don't  be  swayed  by  the  winners' 
list.  Look  at  the  averages.  The  average  new  issue  did  19% 
worse  than  the  market.  Those  are  racetrack  odds. 

Company/business 

Offer 
price' 

Recent 
price 

Offer 
value 
($mil) 

Offer 
date 

°^i  frnin 

Underwriter 

relative  to 
actual          market^ 

Home  Depot/home  improvement  centers 

$0.71 

$52.63 

$7.2 

9/22/81 

7,313%          2,338% 

Bear  Stearns 

Liz  Claiborne/apparel 

0.79 

28.00 

21.9 

6/9/81 

3,444              1,217 

Merrill  Lynch 

King  World  Productions/film  distribution 

1.67 

37.38 

12.5 

12/5/84 

2,138                 926 

PaineWebber 

LyphoMed^/health  care  equip 

1.58 

31.87 

20.0 

5/13/83 

1,917                 826 

Montgomery  Sec 

Washington  Fed  S&L/savings  and  loan 

1.59 

28.75 

11.1 

11/9/82 

1,708                 632 

EF  Hutton" 

Computer  Assocs  Intl/computer  software 

0.88 

15.50 

7.0 

12/9/81 

1,661                 527 

Alex  Brown  &  Sons 

Adobe  Systems/computer  software 

2.75 

46.50 

5.5 

8/13/86 

1,591              1,073 

Hambrecht  &  Quist 

LA  Gear/footwear 

2.88 

43.63 

19.0 

7/1/86 

1,415                 979 

Sutro^ 

AL  Williams^/insurance 

1.60 

23.17 

8.9 

7/7/82 

1,348                 355 

Self 

Autodesk/computer-aided  design 

3.67 

49.50 

15.4 

6/28/85 

1,249                 631 

LF  Rothschild* 

'Per  common  share;  adjusted  for  .splits.     ^The  percentage  by  which  the  ending  value  ot  $100  invested  in  the  stock  exceeds  the  ending  value  of  $100  invested  in  tJie 
S&P  500.     'Acquired.     'Now  Shearson  Lehman  Hutton.     'Subsidiary-  of  John  Hancock.     ^Subsidiary  of  Franklin  Financial. 

Sources:  Security  Data  Co.  Wilshire  Associates;  Forbes. 
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The  biggest  offerings 


Size  doesn't  guarantee  quality  in  an  initial  public  offering,  nor  does  the 
reputation  of  the  lead  underwriter.  But  this  list  of  the  large  deals  would 
show  good  performance  if  you  could  exclude  the  thrift  issues. 


Company/underwriter 


OHer 

value  Offer 

($mil)  date 


actual 


-%  gain- 


rel  to 
market' 


Consolidated  Rail/Goldman  Sachs 


$1,456  3/26/87 


57% 


33% 


Unum/Goldman  Sachs 


562 


11/5/86 


94 


35 


Reader's  Digest  Assoc/Goldman  Sachs 


420 


2/14/90 


19 


11 


Meritor  Svgs  Bank  PA/Salomon  Brothers 


374 


9/14/83        -83 


-92 


Carnival  Cruise  Lines/Salomon  Brothers 


366 


7/24/87 


35 


Dime  Savings  Bank  NY  FSB/Salomon  Brothers 


346 


8/19/86        -56 


-69 


E-n  Holdings^/Salomon  Brothers 


345 


7/2/87 


14 


30 


Aristech  ChemicalVShearson  Lehman 


320        11/26/86 


128 


68 


CaUed/EF  Hutton^ 


293 


3/29/83 


-9 


-61 


Himont^/Wertheim  Schroder 


287 


2/12/87 


82 


83 


McCaw  Cellular  Comm/Drexel  Bumham  Lambert 


283 


8/21/87 


24 


18 


Morgan  Stanley  Group/Morgan  Stanley 


254 


3/21/86 


81 


19 


Glenfed/Deari  Witter  Reynolds" 


244 


10/5/83 


14 


-46 


Fruit  of  The  Loom/Drexel  Bumham  Lambert 


243 


3/3/87 


54 


24 


Bear  Steams  Cos/Bear  Steams 


215        10/29/85 


18 


-37 


'The  percentage  by  which  the  ending  value  of  $100  invested  in  the  stock  market  exceeds  the  ending  value 
of  $100  invested  in  the  S&P  500.  ^Acquired.  ^Now  Shearson  Lehman  Hutton.  ''Now  pan  of  Sears, 
Roebuck. 


The  best  and  the  worst  new-issue 

underwriters 

Brokers  are  ranked  by  the  performance  of  new  stock  issues 
that  raised  at  least  $5  million  and  were  priced  at  $5  or  more 

since 

1980 

Rank 

Number     %  of  i 
of            went 
Underwriter                                                  issues          up 

ssues  that 
beat  the 
market 

Avg  performance 
rel  to 
actual      market' 

The  best 

1 

Piper  Jaffray  Hopwood^                                   26             65"/ 

96% 

115.9% 

43.7% 

2 

Bear  Steams                                                     57             51 

91 

148.0 

27.3 

3 

First  Boston                                                         54              54 

93 

56.5 

16.6 

4 

Goldman  Sachs                                                85             64 

94 

64.8 

10.9 

5 

William  Blair  &  Co                                         36             58 

83 

68.5 

4.6 

6 

Donaldson  Lufkin  Jenrette                              72             43 

93 

49.2 

1.7 

The  worst 

1 

Rotan '-   s!e'                                                   21              24 

86 

-48.2 

-67.3 

2 

Rauscher  7'ieiop  Refsnes                                  17             29 

94 

-26.8 

-47.4 

3 

BatemanEic'.:     '                                             18             33 

83 

-24.5 

-47.3 

4 

Dain  Boswotti:                                                22             36 

91 

-2.0 

-42.0 

5 

T^adenburg  Thaiixu'i                                        25             28 

92 

1.9 

-40:3 

6 

Becker  Paribas*                                                24             50 

96 

27.1 

-37.8 

'The  percentage  by  which  ihc  ending  value  of  $100  inve.sted  in  the  .stock  market  excced.s  the  end 
of  $100  invested  in  the  S&P  500.  ^25%  owned  by  Hartford  Financial.  'Subsidiary  of  PaineWebbcr 
diary  of  Kemper  Financial.  ^Subsidiar>  ot  Merrill  Lynch. 

ng  value 
.  'Sub.si 

Most  bankruptcies 


Several  of  these  underwriters  even- 
tually went  under  themselves. 


Rank     Underwriter 


Number 

of  % 

issues     bankmpt 


1     Muller* 


83.3 


2    Rooney  Pace* 


11 


36.4 


3     J  Muir* 


33.3 


4    DH  Blair 


13 


30.8 


5     Howard  Weil  Labouisse' 


22.2 


*No  longer  in  business.  'Subsidiary  of  Legg 
Mason. 


less  than  $5  a  share — permy  stocks, 
for  the  most  part.  These  are  the  worst 
deals  for  the  investor  and  would  have 
brought  down  the  averages  considera- 
bly. In  our  last  survey  of  under-$5 
issues  (Forbes,  June  26,  1989],  we 
found  an  appalling  relative  perfor- 
mance averaging  -51%. 

The  new-issues  market  runs  hot 
and  cold.  In  the  12-month  period  end- 
ed Sept.  30,  1987,  just  prior  to  the 
crash,  704  new  issues  (excluding 
closed-end  funds)  were  brought  to 
market  and  $21  billion  in  new  capital 
was  raised.  Through  all  of  1989  only 
$6  billion  in  capital  was  raised  from 
202  new  offerings.  This  year  is  not 
much  busier.  As  of  May  30,  82  new 
issues  brought  in  less  than  $3  billion 
in  capital  for  1990. 

But,  with  the  technology  sector  per- 
forming well  once  again,  it's  all  but 
inevitable  that  a  flood  of  technology 
IPOS  will  appear.  "There  are  now  hun- 
dreds of  high-technology  and  comput- 
er companies  lying  in  the  wings  wait- 
ing for  better  market  conditions," 
says  Norman  Fosback,  editor  of  the 
New  Issues  newsletter  in  Fort  Lauder- 
dale, Fla. 

You  should  be  skeptical  of  these 
new  issues,  as  you  should  of  any  offer- 
ings aimed  at  capitalizing  on  yester- 
day's success  story.  If  you  like  the 
technology  sector,  look  for  an  estab- 
lished but  neglected  company  trading 
at  a  low  multiple  of  its  earnings  or  at  a 
low  ratio  to  its  book  value.  The  story 
on  page  186  is  a  place  to  start. 

Our  new-issues  performance  num- 
bers are  based  on  the  Forbes  ipo  data- 
base, with  recent  underwriting  data 
from  Securities  Data  Corp.  in  New- 
ark, N.J.  and  pricing  data  from  Wil- 
shirc  Associates  in  Santa  Monica, 
Calif.   ■ 
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AMBAC  is  one  of  America's  leading  municipal  bond  insurers.  Proof  of  that  leader- 
ship? Since  founding  the  industry  in  1971,  AMBAC  has  insured  over  $5.3  billion  (par 
amount)  in  education-related  issues.  That  translates  directly  into  new  and  better 

classrooms,  dormitories  and  athletic 
facilities  all  across  America,  meeting 
the  growing  needs  of  literally  millions  of  students. 
Our  work  in  education  is  further  evidence  of 
AMBAC's  commitment  to 
strengthen  America,  and  help 
secure  its  future  by  rebuilding  its  aging  infrastructure. 

Our  commitment  extends  also  to  the  municipal  bond  market,  through  our 
recognized  analysis  and  research  capabilities,  which  means  fast  turnaround  as  well 
as  competitive  pricing  for  both  issuers  and  advisers. 

AMBAC  believes  that  what's  good  for  America  is  good  for  those  who  invest 
in  it  That's  a  philosophy  that  can  keep  the  whole  country  growing. 


Our  commitment 

to  america 
just  keeps  growing. 


MUNICIPAL  BOND  INSURANCE 


AMBAC  Indemnity  Corporation 

One  State  Street  Plaza,  New  York,  NY  10004 

(212)668-0340 


F 


Real  Estate 


Is  this  a  good  time  for  you  to  invest  in  a 
vacation  home,  what  with  prices  soft  al- 
most everywhere?  Maybe  not. 


The  joys  of  renting 


By  Ruth  Simon 


If  you  had  bought  a  vacation  home 
on  Cape  Cod,  Mass.  three  years  ago, 
you  would  have  told  yourself  it  v^as 
an  investment.  Within  a  year,  similar 
homes  v^^ould  have  been  selling  for  as 


much  as  40%  more. 

If  you  buy  today,  it  had  better  be 
because  you've  fallen  hopelessly  in 
love  v^ixh  the  place — and  love  and  real 
estate  don't  mix  w^ell.  The  Cape's 
manicured  lawns  are  now  peppered 
with  "For  sale"  signs.  Prices  are  off 


25%  from  their  peaks. 

In  the  Hamptons,  the  Long  Island 
resort  area  favored  by  Wall  Street  ex- 
ecutives, one  cash-strapped  seller 
dropped  the  asking  price  for  his  12- 
*  acre  oceanfront  estate  from  $10.5  mil- 
lion to  $6.5  million.  A  two-bedroom 
ocean-front  condominium  in  Ocean 
City,  Md.  sold  for  $105,000  last  fall, 
$7,500  less  than  a  similar  unit  went 
for  a  year  earlier.  In  the  ski  towns  of 
Keystone,  Colo,  and  Deer  Valley, 
Utah,  prices  are  off  as  much  as  50% 
from  their  early  1980s  highs. 

The  softness  is  even  apparent  in 
Malibu,  Calif.,  where  Hollywood 
stars  and  film  executives  pay  more 
than  $1  million  for  30-foot  lots.  Bever- 
ly Hills  real  estate  agent  Stan  Herman 
says:  "We're  not  getting  the  rampant 
sales  we  were  a  year  ago."  Brooks  Bar- 
ton, an  agent  with  Coldwell  Banker  in 
Santa  Barbara,  Calif.,  says  the  inven- 
tory of  million-dollar  properties  is 
four  times  what  it  was  a  year  ago.  "In 
Montecito    we    recently    had     105 


Solarium  at  $185,000  (askinf^  price)  New  Buffalo,  Mich,  f^eiaway  hc'ifif>  sold  by  film  critic  Ro^cr  h.hcri 

Four  bedrooms  with  two-bedroom  guesthouse,  0.6  acres,  Tudor  architecture  with  Art  Deco  interior. 
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houses  over  $1  million  [listed]  and 
only  5  under  contract  [from  a  buyer]," 
he  says.  For  a  California  real  estate 
agent  to  say  that  demand  is  slowing  is 
quite  an  admission. 

Is  this  a  good  time  to  buy,  when 
even  California  is  feeling  the  pinch? 
Not  necessarily.  Just  because  prices 
are  down  doesn't  mean  they  will  soon 
go  up  again.  They  may  stay  down,  and 
if  they  do,  you  will  probably  do  better 
by  renting.  Such  are  the  economics  of 
housing  that  owning  is  preferable  to 
renting  only  if  you  can  count  on  fairly 
steady  price  appreciation. 

"You  can't  get  enough  rental  in- 
come to  cover  the  debt  [service],"  says 
Jerry  Caldwell,  president  of  Atlantic 
Savings  Bank,  the  leading  residential 
mortgage  lender  in  Hilton  Head,  S.C. 
"Without  the  tax  advantages,  a  single- 
family  unit  is  not  going  to  cover  itself 
on  a  cash  flow  basis." 

It  would  be  foolish  to  count  on 
near-term  price  appreciation  to  offset 
the  cash  flow  deficit.  For  one  thing. 


The  view  from  director  John  Frankenheimer's  Malibu,  Calif,  beach  house 
Three  bedrooms,  0.2  acres;  asking  price:  $3.75  million. 


Scott  Bnncgar 


tax  law  changes  in  1986  all  but  de- 
stroyed the  economics  of  second 
homes  as  tax  shelters  by  making  it 
tougher  to  claim  rental  losses  against 
ordinary  income.  So  fewer  people  are 
willing  to  hold  for  speculation,  count- 
ing on  renters  to  cover  their  carrying 


costs.  Another  reason  for  the  softness 
in  real  estate:  The  market  is  finally 
waking  up  to  the  low  inflation  of  the 
1980s.  Much  of  the  speculative  allure 
of  real  estate  is  its  value  as  an  infla- 
tion hedge. 
Overbuilding  has  produced  a  glut  of 


Second-home  deductions 


Tlo  taxpayers'  everlasting  confusion.  Congress  scram- 
bled the  laws  on  mortgage  interest  deductions  in 
1986.  The  bad  news  is  that  the  deduction  is  now  hedged 
with  limits:  If  you  get  a  mortgage  after,  not  when,  you 
buy  your  property,  for  example,  your  mortgage  won't 
get  favored  treatment  as  "acquisition"  debt.  Instead,  it 
will  be  treated  as  a  refinancing,  with  only  the  interest 
on  the  first  $100,000  deductible.  In 
contrast,  interest  on  acquisition 
debt  up  to  $1  million  is  deductible. 

The  good  news  is  that  lawmak- 
ers still  allow  interest  deductions 
for  second  homes,  no  doubt  be- 
cause many  congressmen  have 
one.  You  can  even  deduct  the  inter- 
est for  a  mobile  home  or  boat,  if 
you  use  it  and  it  has  "eating,  sleep- 
ing, and  toilet  facilities." 

Unless  you  are  subject  to  the  al- 
ternative minimum  tax,  that  is.  If 
you  are;  you  get  no  boat  deduction. 

And  if  you  plan  to  buy  a  houseboat     

or  a  yacht  and  finance  it,  do  so  soon,  says  Deloitte  &l 
Touche  tax  expert  Barry  Salzberg.  He  warns  that  the 
deduction  for  boat  loans  will  soon  be  a  prime  target  for 
deficit  cutters,  leaving  those  who  don't  yet  have  one 
high  and  dry. 

The  tax  law  on  second  home  mortgage  deductions  is 
complex  if  you  both  use  your  property  and  rent  it  out. 
Basically,  your  use  will  fall  into  one  of  three  categories. 

Your  property  is  simply  a  residence  if  you  don't  rent 
it  more  than  14  days  a  year.  In  this  case  both  mortgage 
interest  and  property  tax  deductions  are  fully  deduct- 
ible, but  not  other  expenses.  On  the  other  hand,  you  can 


Tim  KelK/Black  Star 


Deer  Valleys,  Utah  condo 

lb84:  $385,000;  1990:  $305,000. 


pocket  any  rental  income  tax-free — especially  nice  if 
the  house  is  near  the  site  of  the  Superbowl  or  the 
Olympics. 

It's  a  pure  rental  property  if  you  use  it  less  than  the 
greater  of  14  days  a  year  or  10%  of  the  time  it  is  rented, 
not  counting  repair  days.  Many  taxpayers  used  to  do 
this,  because  it  yielded  full  deductions  for  interest, 
property  taxes,  expenses  and  depre- 
ciation that  generated  losses  to 
shelter  other  income. 

But  the  1986  tax  changes  made 
real  estate  rental  losses  harder  to 
claim.  Depreciation  was  stretched 
out  and  the  dread  and  complex  pas- 
sive loss  rules  now  defer  many  de- 
ductions. There  is  one  exception, 
however:  If  you  manage  the  real 
estate  and  have  under  $150,000  of 
adjusted  gross  income,  you  can  de- 
duct up  to  $25,000  of  losses  cur- 
rently if  your  property  is  a  house, 

not  a  boat  or  mobile  home. 

The  third  category  is  a  mixed-use  vacation  home. 
Here  you  use  the  house  more  than  14  days  a  year  or  10% 
of  its  rental  time,  whichever  is  greater.  Then  you  must 
allocate  costs  between  the  two  uses. 

How  this  works  is  complex,  but  in  effect  you  get  full 
interest  and  property  tax  deductions.  You  may  also 
deduct  expenses  and  depreciation  against  rental  in- 
come, if  any  is  left  after  subtracting  the  rental's  share  of 
property  taxes  and  interest.  If  you  go  this  route,  check 
out  the  allocations  allowed  by  the  case  Bolton  v.  Com- 
missioner (9th  Circuit,  1982),  which  are  far  more  gener- 
ous than  the  formula  the  irs  uses. — Laura  Saundets 
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properties  in  places  like  Florida,  New 
York  and  Colorado  at  the  same  time 
that  the  collapse  of  the  savings  and 
loans  has  made  it  tough  for  marginal 
buyers  to  qualify  for  a  mortgage  loan. 
"There's  probably  a  two-year  supply 
of  properties  [that  cost  $200,000  to 
$800,000]/'  says  Paul  Grover  of  Cot- 
ton Real  Estate  in  Osterville,  a  Cape 
Cod  broker  specializing  in  high-end 
vacation  homes.  "People  buying  $1- 
million-plus  properties  [also]  have  an 
awful  lot  to  choose  from." 

"There's  a  huge  amount  of  real  es- 
tate in  foreclosure  that  will  eventual- 
ly have  to  go  back  on  the  market," 
says  Cape  Cod  auctioneer  Jerome 
Manning,  who's  already  doing  a 
healthy  business  unloading  other  peo- 
ple's mistakes. 

With  many  owners  holding  on  in 
the  hope  of  price  recovery,  there  is 
considerable  supply  overhanging  the 
market.  "I  tell  people  they  may  have 
to  take  a  loss  or  make  not  so  much 
money,  but  so  far  I  haven't  persuaded 
many,"  says  East  Hampton  agent 
Tina  Fredericks.  "Expectations  have 
been  so  very  high.  It's  unrealistic." 

It's  clear  from  all  this  that  many 
second-home  owners  who  rent  their 
properties  are  subsidizing  renters  in 
the  hope  of  future  price  appreciation. 
If  you  don't  think  price  appreciation  is 
in  the  cards,  why  not  take  advantage 
of  the  situation  by  renting? 

You  can  rent  a  $200,000  Hilton 
Head  condo  for  $16,000  a  year — or 
only  $1,000  for  a  summer  week.  That 
beats  making  mortgage  payments  of 
$18,000  a  year  plus  another  $5,000  for 
maintenance  fees,  utilities  and  taxes. 
As  an  owner  who  rents  out,  you 
would  be  more  than  $7,000  a  year 
behind.  You'll  be  lucky  if  you  can  rent 
the  place  for  25  weeks  a  year,  and 
you'll  be  paying  your  rental  agent  a 
15%  to  35%  commission. 

Renting  has  another  advantage:  If 
after  trying  the  house  a  block  from  the 
beach  you  find  something  with  more 
charm  on  the  beach,  you  can  switch 
next  year  without  going  through  the 
cost  and  agony  of  selling  and  buying 
again.  Or  if  you  tire  of  beachfront,  you 
can  try  the  mountains.  And  the  folks 
you  rent  from  take  the  market  risk. 

If  you  fall  in  love  with  a  place  and 
feel  you  must  own  it,  try  offering  a 
price  way  below  the  asking.  If  your 
offer  is  accepted,  you  have  a  real  bar- 
gain; if  it's  rejected,  you  may  get  a 
lower  price  on  another  lovable  place 
next  month.  If  not,  rent.  It's  a  buyer's 
market,  so  act  acccordingly.   ■ 


Michjcl  GlOck 


Comedian  Ilenny  Youuf^man's  Woocistock.  MY  reheat 

Four  bedrooms,  99  acres,  needs  work;  asking  price:  $299,000. 


What's  the  payoff  on  a  do-it-yourself  prop- 
erty tax  appeal?  Perhaps  a  few  hundred 
dollars  for  a  few  hours  work.  It  may  or 
may  not  be  worth  it. 

"What  fireplace?" 


By  William  P.  Barrett 


IF  you're  a  homeowner,  few 
things  will  infuriate  more  than 
the  discovery  that  the  guy  down 
the  street  with  the  identical  house  is 
paying  a  third  less  in  property  taxes. 
He's  no  smarter  than  I,  you  think — 
which  may  only  add  to  your  anger. 

Calm  down.  Challenging  your  own 
property  tax  bill  is  well  within  the 
ability  of  the  typical  homeowner. 
While  the  rules  arc  technical  and  de- 
signed to  keep  down  the  number  of 
successful  tax  appeals,  they  arc  not 


unfathomable.  In  many  cases — some 
studies  say  more  than  50% — there  is 
money  to  be  saved. 

Don't  expect  a  killing.  On  a  house 
worth  $200,000  carrying  a  typical 
property  tax  bill  of  $2,500,  a  success- 
ful challenge  reducing  the  assessment 
by  10%  will  save  only  $250  a  year, 
generally  lasting  until  the  next  town- 
wide  (or  countywidc)  reassessment. 
The  lifetime  property  tax  saving  from 
the  move  rarely  would  top  $1, ()()(). 
Now  knock  the  figure  back  by  28%  if 
you  are  a  top-bracket  income  tax  pay- 
er, since  local  taxes  are  federally  dc- 
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ductible  for  itemizers. 

With  the  benefits  from  most  suc- 
cessful appeals  limited,  it  rarely  has 
paid  to  hire  a  professional,  either  a 
lawyer  or  a  real  estate  agent  or  ap- 
praiser, to  pursue  the  appeal;  their 
fees  swallowed  up  any  savings.  How- 
ever, automation  makes  it  possible 
for  some  professionals  to  sharply 
economize  on  expenses  through  vol- 
ume and  accept  smaller  cases  on  a 
contingent-fee  basis.  Fred  Perry,  a 
Commack,  N.Y.  lawyer,  has  1,400 
residential  appeals  pending  on  Long 
Island.  His  standard  fee:  50%  of  any 
first-year  savings. 

Before  hiring  anyone,  go  to  the 
assessor's  office  and  request  the  file 
for  your  home,  called  the  property 
record  card  or  assessor's  worksheet. 
The  file  will  describe  lot  size,  square 
footage,  bedrooms,  mechanical  sys- 
tems and  such  amenities  as  garages, 
porches  or  swimming  pools.  Ask  the 
assessor  to  explain  anything  on  the 
card  you  don't  understand. 

In  a  surprising  number  of  cases,  you 
can  win  quick  reductions  by  uncover- 
ing inaccurate  data,  mathematical  er- 
rors or  unclaimed  rights  and  simply 
pointing  them  out  to  the  assessor 
without  going  through  the  trouble  of  a 
hearing.  The  assessor  may  think  your 
house  is  bigger  or  newer  than  it  really 
is,  for  instance,  or  contains  a  nonexis- 
tent bedroom,  fireplace  or  garage. 

Many  jurisdictions  allow  tax  breaks 
for  primary  residences;  in  Texas  this 
so-called  homestead  exemption 
ranges  up  to  a  hefty  20%.  Other  ex- 
emptions often  cover  senior  citizens, 
veterans  and  farmland  owners.  You 
might  discover  the  appropriate  paper- 
work simply  was  never  filed. 

The  principle  underlying  all  real 
property  taxation  is  that  similar  kinds 
of  property  should  be  taxed  similarly. 
Simple — and  difficult  to  implement. 
In  most  municipalities,  property  tax- 
es are  computed  by  deriving  a  proper- 
ty's current  fair  market  value,  taking 
into  account  any  exemptions  or  al- 
lowances and  then  applying  the  tax 
rate.  Some  places  use  convoluted  for- 
mulas that  involve  values  set  decades 
ago  and  adjusted  by  markups  called 
assessment  ratios.  But  generally  the 
underlying  basis  is  current  fair  mar- 
ket value. 

The  determination  of  fair  market 
value — the  price  that  a  willing  buyer 
and  a  willing  seller  would  strike — is 
to  some  degree  subjective.  Most 
places  conduct  a  jurisdiction-wide  re- 
assessment,  looking  individually  at 


Spying  on  the  neighbors 


W'  onder  what  your  new  neigh- 
bors down  the  block  paid  for 
their  house?  You  may  be  merely 
curious.  But  if  you  are  contemplat- 
ing a  property  tax  appeal,  sales 
prices  are  vital  evidence.  To  a  sur- 
prising degree,  real  estate  records 
are  public.  Snooping  through  them 
is  something  any  private  detective 
or  city  hall  reporter  learns  to  do. 

But  first,  call  the  real  estate 
agent  you  used  in  buying  your  own 
home,  who  would  like  some  repeat 
business.  The  agent  can  probably 
provide  you  with  a  list  of  all  sales 
for  the  past  year  in  your  zip  code  or 
subdivision  from  the  computerized 
records  of  the  local  multiple  listing 
service  or  another  private  service. 
In  preparing  a  tax  appeal,  get  actual 
sales;  listing  prices  won't  do. 

If  you  have  a  specific  property  in 
mind  and  the  real  estate  agent 
can't  help,  contact  the  tax  asses- 


sor's office.  Often  his  public  rec- 
ords contain  the  latest  sale  price 
and  the  owner's  name. 

Still  don't  know  the  price?  Go  to 
the  courthouse  and  find  the  office 
in  which  deeds  are  recorded.  In 
most  places,  deeds  are  indexed  by 
the  name  of  the  present  owner  in 
the  "grantee"  records.  The  deed 
may  recite  a  price.  If  there  is  a  local 
property  transfer  tax,  the  amount 
may  be  shown  on  the  deed,  from 
which  a  price  can  be  extrapolated. 

For  the  tax  appeal,  take  your  list 
of  properties  and  prices  and  drive 
around.  Make  a  note  of  which 
homes  seem  similar  to  yours  in 
size  and  style.  Then  go  back  to  the 
tax  assessor's  office  and  ask  to  see 
the  property  assessment  card  on 
those  homes,  so  you  can  determine 
bedrooms,  bathrooms  and  the  like. 
In  many  but  not  all  states  these 
cards  are  public  records. — W.P.B. 


each  property  only  every  five  or  so 
years.  In  the  interim  they  simply 
boost,  or  in  a  few  cases  lower,  proper- 
ty values  by  a  common  percentage 
while  using  building  permit  records 
to  catch  new  buildings  and  improve- 
ments to  old  ones. 

If  jawboning  the  assessor  is  unsatis- 
factory, the  next  step  is  an  adminis- 
tfttive  appeal,  usually  to  a  town  or 
county  board.  Check  the  deadline, 
which  is  usually  in  the  spring.  In  most 
places  tax  appeals  can  be  filed  only 
within  a  very  short  period  after  you 
receive  official  notification  of  your  as- 
sessment, as  little  as  two  weeks. 
Note:  The  appeals  board  often  has  the 
right  to  raise  an  assessment  as  well, 
though  this  is  rarely  done. 

The  only  useful  rhetoric  at  a  hear- 
ing is  a  recitation  of  cold,  hard  facts. 
Tallc  to  local  assessors  or  real  estate 
agents  to  see  what  kind  of  evidence 
will  be  needed.  Ask  to  see  the  asses- 
sor's manual  that  governs  the  office. 
It's  also  not  a  bad  idea  to  sit  in  on  a 
few  appeal  hearings  before  your  own; 
they  are  open  to  the  public. 

You  won't  win  merely  by  showing 
that  one  neighbor  with  an  almost 
identical  house  is  on  the  tax  rolls  for 
less.  Generally  you  still  have  to  prove 
that  your  property  is  worth  less  than 
the  stated  fair  market  value  on  the  tax 
rolls.  This  is  usually  done  by  citing 


three  or  four  "comparables" — similar 
properties  in  the  area  that  have  been 
sold  recently.  The  tax  assessor  or  his 
representative  will  have  outrageously 
high-end  comparables;  it's  up  to  you 
to  find  ones  lower  than  yours,  adjust 
for  the  differences  from  your  home 
and  recommend  an  appropriate  valua- 
tion for  taxes. 

If  your  house  is  in  particularly  bad 
shape — leaky  roof,  termites,  bad  foun- 
dation, decrepit  bathroom — take 
along  photographs  or  statements  by 
experts.  (Caution:  If  you're  a  big 
wheel  this  could  end  up  in  the  local 
newspaper.)  Exterior  photographs  of 
your  home  and  the  comparables  are 
useful,  especially  if  they  are  all  in  the 
same  architectural  style. 

The  hearing  may  last  15  minutes  or 
less.  The  reviewing  boa  d  will  render 
a  judgment.  Still  unhappy?  Some 
states  offer  a  second  administrative 
appeal  on  the  state  level.  But  usually 
the  next  step  is  to  hire  a  lawyer  and 
file  a  formal  lawsuit,  a  move  that  al- 
most never  makes  economic  sense  for 
a  single-family  home.  In  1988  a  farm- 
land owner  using  a  lawyer  in  Somer- 
set County,  N.J.  won  about  $200,000 
in  yearly  tax  reductions  after  an  ad- 
ministrative appeal.  But  that  was  a 
special  case.  The  property  was  a  522- 
acre  estate  owned  by  King  Hassan  II  of 
Morocco.  ■ 
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Dean  Witter  sold  more  than  a  billion  dol- 
lars in  real  estate  partnerships  to  its  clients. 
Getting  out  of  the  units,  it  turns  out,  is  a  lot 
harder  than  getting  into  them.  •     ' 


Blocked  exits 


By  Gretchen  Morgenson 

IN  1985  Frank  Gallo's  broker  rec- 
ommended that  he  buy  four 
$1,000  units  of  Dean  Witter  Real- 
ty 2,  an  income-producing  real  estate 
limited  partnership  managed  by  the 
firm's  real  estate  subsidiary.  One  of 
the  partnership's  apparent  at- 
tractions? Liquidity,  which  was 
important  to  the  retired  sales- 
man, 62.  According  to  Gallo, 
part  of  his  broker's  pitch  was  the 
assurance  that  if  Gallo  ever 
wanted  out,  Dean  Witter's  sec- 
ondary market  would  deliver 
him. 

If  you  try  to  exit  any  real  es- 
tate partnership  these  days,  your 
chance  of  getting  your  money 
back  is  almost  nonexistent.  But 
Gallo's  experience  was  particu- 
larly excruciating. 

Last  year  Gallo's  statement 
told  him  that  his  units  were  val- 
ued at  $1,100  each.  He  told  his 
broker  to  sell.  Months  passed 
and  no  bidders  appeared.  "So  I 
asked  Dean  Witter  what  was  the 
lowest  price  one  of  these  units 
had  traded  at  and  they  said  $870. 
So  I  said  put  mine  in  at  $830." 
Nothing  happened,  he  says.  

Gallo  also  had  the  choice  of  putting 
his  shares  up  for  a  so-called  Dutch 
auction.  Say  you  want  to  sell  a  unit  of 
Dean  Witter  Realty  2,  and  you  tell 
your  broker  to  put  it  out  for  bids.  The 
broker  will  then  place  it  on  the  sys- 
tem at  a  value  recommended  by  the 
firm,  where  it  will  sit  until  a  bidder 
comes  forward.  If  none  does,  you  can 
drop  your  price.  But  Dean  Witter  has 
no  interest  in  advising  you  to  put  your 


units  on  the  market  at  a  realistic 
price.  According  to  a  firm  counsel: 
"Let's  say  20  units  were  being  offered 
at  $950,  you  say  I'm  willing  to  take 
$925.  You  reduce  your  offering;  a  will- 
ing purchaser  comes  along  and  pays 
you  $925."  If  only  it  were  that  easy. 
More  often  than  not,  your  units  col- 


Dean  Witter propert}'  in  Washington,  DC. 
Getting  in  is  easy.  Getting  out  isn't. 


lect  dust. 

That's  what  happened  to  Gallo.  In 
desperation,  this  spring  he  went  out- 
side the  firm  to  get  a  bid.  Although  his 
Dean  Witter  statement  had  appraised 
them  at  $950  each,  the  outside  mar- 
ket was  a  shocker:  He  was  offered 
around  $450  each. 

If  you  can  get  a  realistic  bid  outside 
the  firm,  why  not  just  take  it?  Be- 
cause, some  secondary  market  mak- 


ers charge,  Dean  Witter  maintains  an 
unofficial  blacklist  of  market  makers, 
including  Partnership  Securities  Ex- 
change out  of  Oakland,  Calif,  and  the 
Chicago  Partnership  Board,  that  the 
firm's  brokers  are  told  not  to  deal 
with.  If  you  ask  Dean  Witter  for  trans- 
fer papers  on  your  units,  they'll  ask 
you  who  is  buying.  If  it  is  an  indepen- 
dent market  maker,  the  people  in  the 
firm's  retail  products  group  may  well 
say  you  won't  receive  the  papers  be- 
cause you're  dealing  with  an  unautho- 
rized firm.  Even  with  prodding  from  a 
lawyer,  the  firm  may  drag  the  transac- 
tion out  for  up  to  a  year. 

Since  you  can  hardly  trade  with  the 
folks  who  actually  do  make  markets 
in  this  stuff,  what  next?  You  must 
find  an  individual  buyer.  If  you  ac- 
complish that — no  mean  feat — Dean 
Witter  wants  the  buyer  to  open  an 
account  at  the  firm  to  complete  the 
transaction.  The  firm  gets  a  commis- 
sion on  the  trade. 
A  liquid  market? 

How  does  Dean  Witter  justify  the 
difficulties  in  cashing  in  its  realty 
partnerships?  It  may  be  trying  to  pro- 
tect their  tax  status,  irs  rules 
state  that  if  over  5%  of  a  partner- 
ship's units  change  hands  in  a 
year,  it  may  be  taxed  at  higher 
corporate  rates. 

Frank  Gallo  has  given  up  and 
mtends  to  hold  on  to  his  units. 
But  shouldn't  he  have  been 
warned  it  would  be  difficult  to 
get  his  money  out?  Dean  Witter 
maintains  that  the  partnerships' 
illiquidity  was  detailed  in  their 
prospectuses  and  says  it's  "hard 
to  believe"  any  of  its  brokers 
argue  otherwise  in  an  oral  pitch. 
Investors  such  as  Gallo  disagree. 
Dean  Witter's  partnership 
trading  tactics  are  currently  be- 
mg  investigated  by  securities 
regulators  in  Florida. 

Dean  Witter  apparently  is  not' 
alone  in  seeking  to  make  it  hard 
for  partners  to  cash  out.  In  May 
New  York  real  estate  syndicator 

W.P.  Carey  stated  that  it  will  no 

longer  approve  the  transfers  of  its  Cor- 
porate Property  Associates  units  if  the 
selling  price  is  less  than  75%  of  the 
appraised  value  that  it  has  assigned  to 
the  unit. 

The  lessons  here  are  all  too  clear:  1 ) 
It's  a  lot  easier  to  get  into  certain 
types  of  investments  than  it  is  to  get 
out,  and  2)  assurances  of  liquidity 
don't  mean  much  if  you  don't  have 
them  in  writing.  ■ 
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,,  ..      You  are  facing  important  investment  decisions 
■    in  order  to  achieve  growth  and  preserve  capital.  In  spite 
of  ail  the  swings  in  the  market,  Northern  Trust  investment 
professionals  frequently  exceed  most  standard  measures 
-of  fund  performance.  We  have  successfully  managed 
,   the  assets  of  four  generations  and  welcome  your  interest. 
»;.       Make  the  right  investment  decision.  To  discuss 
managing  your  assets  of  $1  million  or  more,  call 
Bruce  Callow,  Senior  Vice  President,  1-800-962-0375. 
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The  Northern  Trust  Company,  50  S.  La  Salle,  Chicago,  IL  60675.  Member  FDIC. 

Affiliates  of  the  Bank  are  located  in  Arizona,  California,  Florida,  Illinois  and  Texas.  Rates  and  services  may  vary. 

®  1990.  The  Northern  Trust  Company 
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Collectibles 


W??);  is  it  that  you  hear  so  much  about  people  making  killings  in 
art,  but  so  little  about  those  who  lose  money?  Forget  the  hoopla, 
the  ones  who  lose  are  the  silent  majority. 


Welcome,  suckers! 


By  Christie  Brofwn 


oviE    STAR    Kirk    Douglas, 
who  says  he  began  collecting 
art  when  he  played  Vincent 
Van  Gogh  in  "Lust  for  Life"  in  1956, 
had  every  reason  to  expect  that  the 
auction  of  his  collection  at  Chris- 
tie's May  16  would  be  extremely 
successful. 

Among  the  17  paintings  were 
works  by  such  neon  names  as  Pablo 
Picasso,  Piet  Mondrian,  Georges 
Braque,  Jean  Dubuffet  and  Marc 
Chagall.  And  the  timing  couldn't 
have  been  better.  The  night  before, 
in  the  very  same  room  at  Christie's, 
a  record  $82.5  million  was  paid  for 
Van  Gogh's  "Portrait  of  Dr.  Ca- 
chet." The  following  night,  Sothe- 
by's would  sell  Renoir's  "Au  Mou- 
lin de  la  Galette"  for  $78 
million. 

In  all,  Christie's  experts 
reckoned  the  16  paintings 
and  one  piece  of  sculpture 
in  the  Douglas  collection 
would  fetch  from  $7.5 
million  to  $10.4  million. 

As  things  turned  out, 
Douglas  sold  only  9  of  the 
17  works,  and  4  of  those 
sold  below  estimates.  In 
all,  the  sale  netted  only 
$5.3  million,  about  half 
the  rosiest  estimate. 

What  happened?  The 
right  painters,  but  the 
wrong  works.  Dealers 
damned  most  of  the  paint- 
ings being  offered  as  "low- 
level  commercial  art"  and 
"fourth-rate  junk."  (Nev- 
er  mmd    that   American 


dealers,  especially  New  York's  well- 
known  Richard  Feigen,  had  sold 
much  of  the  stuff  to  the  Douglases  in 
the  first  place). 

Paying  too  much  for  second-rate 
works  by  first-rate  artists  is  one  of  the 


Vlaminck's  "Les  FoLssons,"  (lop),  linujue's  "Le  foivori" 

The  top  littlejiahem  went  to  market,  the  bottom  one  didn't 


most  common  mistakes  rookie  col- 
lectors make  when  they  turn  to  art  as 
investment.  All  a  brand-name  paint- 
ing sold  by  a  brand-name  dealer  will 
guarantee  you  is  a  fancy  price.  And 
second-rate  work  never  grows  out  of 
its  category. 

But  like  a  designer  label  on  sport- 
mg  gear,  a  well-known  name  on  a 
painting    is    all    some    collectors 
want — regardless    of   cost.    Tennis 
star  John  McEnroe,  for  example,  is 
not  noted  as  a  collector.  Yet  he  was 
apparently  bitten  by  the  art  bug  at  a 
Sotheby's  auction  in  1988,  and  paid 
$205,000  for  Picasso's  "Maison  a 
Juan-Les-Pins."       The       painting, 
deemed  a  minor  work,  had  reported- 
ly been  on  sale  in  a  local  gallery  for 
$125,000  not  long  before. 
One  major  collector  who  wised 
up  tb  the  name  game  was 
Richard  Manoogian,  chief 
executive  of  Masco  Corp. 
Back    in    the     1960s    he 
bought  some  30  works  by 
such  noted  American  art- 
ists  as   John   Smgcr   Sar- 
gent, Thomas  Hart  Ben- 
ton and  Childc  Hassam 
He  thought  that  if  the  sig- 
natures were  great  and  the 
prices    were    great,     the 
paintings  would  be,  too. 
They  weren't.  To  trade  up 
for  the  right  stuff  by  such 
artists,    Manoogian    took 
some  losses. 

Even  hitting  what  ap- 
pears to  be  the  jackpot  can 
be  a  lot  less  rewarding 
than  many  beginning  col- 
lectors assume.  For  exam 
pie,    Mr.    and    Mrs.    John 
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Whitney  bought  Renoir's  "Au  Mouhn 
de  la  Galette"  for  $165,000  on  Dec.  5, 
1929 — just  after  the  stock  market 
crash.  It  was  sold  this  year  for  over 
430  times  that  amount,  or  $78  mil- 
lion— just  as  the  stock  market  was 
hitting  new  peaks.  A  dazzling  invest- 
ment? Pretty  good,  but  the  annual 
rate  of  return  was  only  10%.  Of 
course,  the  Whitneys  presumably  got 
a  lot  of  pleasure  and  prestige  from 
owning  the  painting  all  those  years. 
But  even  hitting  the  art  jackpot  as 
they  did,  they  could  have  done  about 
as  well  investing  in  stocks  over  the 
same  period  of  time. 

In  fact,  the  longer  a  work  is  held, 
the  worse  the  investment  often  gets. 
Bruno  Frey,  a  professor  of  economics 
at  the  University  of  Zurich,  has 
chronicled  the  sales  of  some  1,200 
masterpieces  from  1635  to  1987.  Ad- 
justed for  inflation,  he  found  that 
most  paintings  had  an  annual  retum 
of  only  1%  to  3%.  The  best  invest- 
ment Frey's  study  found  was  a  26% 
annual  retum  on  Frans  Hals'  painting 
"Man  in  Black,"  when  it  was  sold  in 
1913  after  a  holding  period  of  28  years. 
The  worst  was  on  John  Singer  Sar- 
gent's "San  Virgilio."  Bought  in  1925 
for  $35,280  and  held  for  27  years,  it 
fetched  only  $294  in  1952. 

What  about  new  artists?  Doesn't 
"good"  art  inevitably  go  up  dramati- 
cally at  first?  Far  from  it.  "About  99% 
of  all  works  made  in  a  given  year 
decline  in  value,"  says  Gilbert  Edel- 
son,  counsel  for  the  Art  Dealers  Asso- 
ciation of  America. 

Despite  such  studies,  new  players 
continue  flooding  into  the  art  market 
all  the  time,  hoping  to  pull  the  lever 
at  just  the  right  moment. 

Consider  what  happened  to  Alan 
Bond,  the  Australian  businessman 
who  bought  Van  Gogh's  "Irises"  at  a 
Sotheby's  auction  in  1987  for  $53  mil- 
lion. The  sale  had  been  carefully 
staged,  after  the  painting  had  been 
shown  off  ajl  around  the  world. 

Sotheby's  had  quietly  lent  Bond  a 
significant  amount  of  the  purchase 
price  of  the  painting,  a  practice  it  has 
since  abandoned.  No  wonder.  For 
Bond,  suddenly  hit  by  a  series  of  fi- 
nancial woes,  had  to  sell  "Irises"  two 
years  after  buying  it. 

Sotheby's  found  itself  in  a  pickle: 
Dare  it  risk  another  auction  of  the 
masterpiece?  If  it  fell  short  of  the  pre- 
vious record,  the  whole  art  party 
could  come  crashing  to  a  halt. 

It  decided  instead  to  sell  it  "private- 
ly." But  to  whom?  Lo  and  behold,  who 


The  ^elj-puriratt  \u,  Ficosso"  turned  a 
$42  million  profit  for  its  owner  in  just 
eight  years.  Such  hits  are  extremely  rare.  Is 
this  tiny  plaster  model,  at  right,  by  Michel- 
angelo? Or  is  it  just  another  hoax? 

should  come  knocking  on  the  door 
but  the  deep-pocketed  Getty  Muse- 
um, which  just  happened  to  have  an 
empty  space  on  its  wall.  It  bought 
"Irises"  for  an  amount  never  dis- 
closed. But  one  insider  was  overheard 
quoting  $35  million,  which  Sotheby's 
naturally  denies.  You  can  bet  one 
thing:  If  the  amount  paid  had  been 
more  than  $53  million,  you'd  have 
heard  about  it — loudly,  and  often. 

Take  "Yo,  Picasso."  At  a  widely 
publicized  auction  last  year,  Wendell 
Cherry,  president  of  Humana  Inc., 
sold  the  painting  for  $48  million.  He 
had  acquired  it  in  1 98 1  for  only  $5.8 
million,  leaving  him  with  an  annual 
rate  of  return  of  30% . 

But  those  are  the  stories  you  read 
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"Le  Marcband  de  Bestiaux"  by  Marc  Chagall,  swiped  from  the  Guggenljeim  Mi4seum  in  the  1960$ 
The  unassuming  buyer  is  still  in  court. 


about  and  hear  on  the  news.  You  rare- 
ly read  about  the  losers.  This  spring, 
for  example,  works  by  Andy  Warhol 
and  prints  by  Jasper  Johns  and  Robert 
Rauschenberg  all  took  a  header.  The 
downdrafts  made  few  headlines. 

Warhol's  work  is  a  classic  case  of  a 
frenzy  that  suddenly  stopped.  After 
the  artist's  death  in  1987  there  was  a 
mad  dash  to  buy  up  anything  Warhol 
had  touched.  "Black  Marilyn"  prints, 
Warhol's  silkscreen  icons  of  Marilyn 
Monroe,  rose  from  $6,000  to  $75,000 
in  just  two  years.  But  now  the  market 
is  accounting  for  Warhol's  huge  out- 
put. He  made  ten  versions  of  Marilyn 
Monroe,  in  editions  of  250  each.  The 
price  of  a  "Black  Marilyn"  has  recent- 
ly fallen  to  $12,000.  One  offered  at 
Christie's  this  May  didn't  sell  at  all. 

"The  entire  Warhol  market  has  fall- 
en 25%  to  40%,"  groans  Ivan  Karp, 
owner  of  the  OK  Harris  Gallery, 
which  owns  plenty  of  Warhol  works. 

But  your  artist's  going  sour  in  the 
marketplace  is  a  benign  way  of  losing 
money  compared  with  getting  conned 
outright.  And  this  is  a  field  which  is 
full  of  clever  scoundrels.  Take  the 
case  of  the  mysterious  small  plaster 
model  resembling  Michelangelo's 
magnificent  marble  statue  "David." 

The  art  world  went  wild  in  1987 
when  Professor  Frederick  Hartt,  a 
highly  respected  art  historian,  an- 
nounced the  discovery  of  the  modello 
and  attributed  it  to  Michelangelo. 
The  reputation  of  its  owner,  Michel 


de  Bry,  was  suspect.  (He  is  currently 
being  sued  by  the  Getty  Museum  for 
selling  it  a  fake  Greek  sculpture  in 
1979.)  But  Hartt's  credentials  were 
impeccable,  and  it  was  on  his  voucher 
that  would-be  buyers  began  lining  up. 
Until,  that  is,  they  discovered  that 
Hartt  himself  had  a  vested  interest  in 
the  modello  De  Bry  had  contracted  to 
pay  Hartt  5%  of  the  statue's  eventual 
selling  price. 

Suddenly,  other  scholars  disputed 
the  work.  Some  claimed  ownership  of 
the  modello,  as  well.  Today  the  disput- 
ed model  sits  in  a  bank  vault  in  En- 
gland, and  the  wrangling  goes  on. 

But  Hartt  stands  behind  the  Mi- 
chelangelo and  his  percentage  ar- 
rangement. "A  great  many  other  liv- 
ing scholars  do  it  as  well,"  he  insists. 
Unfortunately,  he's  probably  right. 
Veracity  sold  by  the  pound. 

Buying  stolen  art  is  another  poten- 
tial danger.  A  watcrcolor  painting  by 
Marc  Chagall,  "Lc  Marchand  de  Bes- 
tiaux," is  currently  the  meaty  bone  of 
contention  in  a  suit  brought  by  New 
York's  Guggenheim  Museum  against 
Mrs.  Jules  LubcU  of  New  York,  for 
example.  In  1967  Lubell  and  her  late 
husband  paid  $17,000  to  a  reputable 
New  York  dealer,  Robert  Elkon,  for 
the  Chagall.  Little  did  they  know  the 
watercolor  had  been  nicked  from  the 
Guggenheim  a  year  or  two  before.  The 
Guggenheim  didn't  even  know  the 
painting  was  missing  until  it  took  in- 
ventory in  1970. 


In  1986  the  museum  discovered  the 
Lubells  had  the  watercolor,  and  de- 
manded its  return.  Mrs.  Lubell  didn't 
hand  it  over,  and  the  museum  sued 
her.  Mrs.  Lubell,  in  turn,  sued  the 
estate  of  Robert  Elkon,  the  gallery 
owner  from  whom  she  had  bought  the 
work.  And  Elkon's  estate  is  suing  yet 
another  gallery  owner,  Gertrude 
Stein.  It  was  Stein's  gallery  that  had 
originally  sold  the  painting  to  Elkon. 
The  case  is  still  pending. 

Besides  stolen  goods,  neophytes  in 
the  art  market  are  easy  scores  for 
damaged  works.  Actor  Sylvester  Stal- 
lone went  into  a  rage  last  year  when 
he  discovered  that  the  "Picta"  by  Wil- 
liam Bouguereau  he  had  just  bought, 
sight  unseen,  was  extensively  dam- 
aged. Stallone  paid  $1.7  million  for  it, 
plus  $85,000  to  his  New  York  art  con- 
sultant, Barbara  Guggenheim.  But  he 
was  later  led  to  believe  that  the  paint- 
ing had  slashes  on  its  surface,  and  that 
at  least  30%  had  been  restored  or  re- 
touched. So  he  filed  a  $35  million  suit 
against  Guggenheim.  Stallone  says  he 
bought  solely  on  Guggenheim's  ad- 
vice that  the  painting  was  "a  master- 
piece" and  an  "excellent  invest- 
ment." That's  what  can  happen  when 
you  buy  art  by  the  yard. 

Then  there  are  the  outright  fakes. 
Anything  that  sells  has  been  hiked, 
from  Etruscan  statues  to  Botticellis  to 
David  Hockneys.  There  have  been  so 
many  fakes  that  the  British  Museum 
has  just  staged  a  major  exhibit  ()f 
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them.  But  forgers  have  added  modem 
twists,  too.  Like  using  bogus  work  for 
loan  collateral.  Bankers,  beware. 

As  the  schemes  for  defrauding  the 
unwary  have  blossomed,  so  have  the 
numbers  of  consultants  to  protect 
them.  Notes  dealer  Ivan  Karp,  "Now 
there  are  over  200  consultants  in  New 
York  alone.  There  were  maybe  5  in 
1965." 

But  consultants  get  their  slices, 
too.  Most  charge  a  retainer  plus  a 
5%  to  20%  commission  on  every- 
thing they  buy  for  you.  So  there  is  a 
possible  conflict  of  interest  when  it 
comes  to  advising  a  client  on  wheth- 
er to  buy,  for  example,  a  $10,000  or  a 
$100,000  painting. 

In  addition,  many  consultants  get 
kickbacks  from  the  galleries  where 
they  make  their  purchases.  "Consul- 
tants get  a  20%  commission  from  us, 
or  they  pay  wholesale  price  and  have 
us  send  a  retail  bill  to  the  customer," 
says  one  prominent  dealer.  "There's  a 
lot  of  dealing  under  the  table." 

Indeed,  some  of  the  practices  used 
in  selling  art  would  land  securities 
dealers  behind  bars. 


What  about  art-buying  services? 
Citibank,  which  lends  money  to  art 
collectors,  has  an  art  advisory  service. 
But  it  can  do  little  more  for  its  clients 
than  recommend  good  value  and  veri- 
fy that  a  particular  work  of  art  is  genu- 
ine. Wisely,  Citibank  shies  away  from 
using  the  word  "investment"  in  rela- 
tion to  art. 

Others,  however,  are  not  so  picky. 
New  York  art  consultant  Jeffrey 
Deitch  speaks  the  language  of  Wall 
Street  to  his  customers.  Deitch  takes 
"positions"  in  artists  and  offers  cli- 
ents the  chance  to  invest  with  him  in 
"special  situation"  art  purchases, 
which,  Deitch  claims,  can  net  profits 
as  high  as  1,000%  in  a  year.  "My 
clients  believe  as  I  do — art  is  the  best 
currency  hedge,"  expounds  Deitch, 
sitting  opposite  an  Andy  Warhol 
drawing  in  his  deluxe  Trump  Tower 
office  on  Fifth  Avenue. 

Wait  a  minute.  An  Andy  Warhol  on 
his  wall?  Haven't  the  works  of  Warhol 
just  taken  a  bath? 

Art  has  its  charms.  But  a  currency 
hedge,  an  inflation  hedge,  a  gilt-edged 
investment,  it  is  not.  ■ 


Lilce  a  designer  label  on 
sporting  gear,  a  well-known 
name  on  a  painting  is  all 
some  collectors  want.  At  a 
Sotheby*s  auction  in  1988, 
tennis  star  John  McEnroe 
paid  $205,000 for 
Picasso's  **Maison  a  Juan- 
LeS'Pins.**  The  painting 
had  reportedly  been  on  sale 
in  a  local  gallery  for 
$125,000  only  days  before. 


A  "Black  Marilyn" print  b}'  Andy  Warhol 

From  $e,006  to  $7S,000  to  $12,000  in  three  years. 
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KfW  1989 

Strong  promotion 
of  the  German  economy 


In  supporting  the  Federal  Government's  public  policy 
objectives,  KfW  extended  long-term  loans  and  grants  v^orth 
27.8  billion  Deutsche  Marks  in  the  year  under  review,  which 
means  a  25*5^  increase. 


Main  activities    (loan  commitments  in  billion  DM) 


7.3 

1 

M( 

)88 

1989 

6.5 

1  "■ 

1 

1 
1 

4 

5.5 

d 

4.9 

1 

5.0*) 

1 

4.3 

4.6 

^3.0"> 

Small  and  Environmental 

medium-sized  prutection 

enterprises 


Exports 


Developing 

countries 

M  incl.  grants 


7.3  billion  DM  went  to  small  and  medium-sized  enterprises, 
promoting  competition,  enhancing  structural  adjustment  and 
creating  new  jobs.  Roughly  60%  of  the  export  credits  was 
extended  in  foreign  currency  and  used  almost  exclusively  for 
the  financing  of  ships  and  passenger  aircraft. 

For  structural  refomis  in  third  world  countries,  KfW  for  the 
first  time  granted  a  special  loan  of  1 .7  billion  DM  to  the  Inter- 
national Monetary  Fund  (IMF). 


Highlights  of  KfW' 

s  Balance  Sheet 

(billion  DM) 

1988 

1989 

Balance  sheet  total 

105.5 

119.0 

Loans 

96.7 

109.2 

Borrowed  funds 

75.4 

82.1 

Bonds 

15.4 

20.9 

Capital  and  reserves 

3.9 

4.1 

Net  income  (million 

DM) 

400 

400 

As  a  major  source  of  funds  KfW  issues  high-quality  bonds 
and  notes.  KfW's  long-tenn  debt  has  been  rated  "Triple  A"  by 
the  leading  international  rating  agencies. 

KfW's  1989  Annual  Report  is  available  upon  request. 


KfW 


Kreditanstalt 
fur  Wiederaufbau 

Postfach  II  II  41 
D-60()0  Frankfurt/Main 
Federal  Republic  of  Gennany 


The  Forbes  Wall  Street  Review 


Does  the  spring  rally  bode  well  for 
stocks  in  the  brokerage  business?  No, 
according  to  Perrin  Long,  an  analyst 
who  follows  the  securities  industry 
for  Lipper  Analytical  Services  in  New 
York.  "We're  still  behind  last  year  in 
trading  volume,  and  the  brokerage 
stocks  as  a  group  underperformed  the 
s&p  400  [essentially  the  s&p  500  less 
financial  companies  and  utilities]  in 
May,"  he  says.  Long  is  maintaining 
his  long-standing  pessimistic  outlook 
for  brokerage  stocks,  and  instead  rec- 
ommends a  conservative,  even  defen- 
sive, investment  approach  over  the 
next  12  to  18  months.  He  likes  com- 
panies in  industries  like  food  process- 
ing (General  Mills,  for  instance)  and 
high-quality  electric  and  telephone 
utilities. 

The  30  stocks  in  the  Dow  indus- 
trials scaled  new  peaks  and  closed  the 
latest  two-week  period  with  a  1.6% 
gain.  During  May  the  average  rose 
8.3%.  But  the  broad  market  is  still 
below  its  previous  peak.  At  the  end  of 
May  the  Wilshire  index  of  6,000  equi- 
ties had  a  1%  gain  for  1990,  which 
still  puts  it  2%  below  the  alltime  high 
it  set  last  October.  Most  of  the  fire- 
works in  May  happened  during  the 
first  half  of  the  month,  when  the  Dow 
crossed  the  2800  level  and  kept  climb- 
ing. For  the  month  of  May,  average 
daily  volume  on  the  New  York  Stock 
Exchange  was  164  million  shares — 
the  highest  since  January,  and  17% 
ahead  of  the  previous  month. 


Edited  by  Eric  S.  Hardy 
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Performance 

Price 

Total  return 

^    ^          a 

Last  4  weeks 

7.3% 

7.6% 

>»                                            /^ 

-  Since  12/31/89 

0.8 

2.3 

MA^        ir/ 

Since  peak  (10/9/89) 

-2.1 

0.0 

fy\^^fi/>^ 

Since  5-year  low  (9/25/85) 

85.1 

117.0  /'V^ 

i^    iyv»- 

The  Wilshire  index  as  of  5/31/90 
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P/E:  17.3               jP*\ 

K^ 

^ 

Yield:  3.1%       V/ 

1 

1 

■  Wilshire  index 
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The  Best  Performing  Stocks 


The  Worst  Performing  Stocks 


•90 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

Edison  Bros  Stores 

48'/4 

27% 

16 

727 

2.2 

Novell 

49W 

23 

27 

11,746 

1.8 

Sequent  Computer  Systems 

313/4 

20 

40 

3,415 

1.5 

Comcast 

13'/8 

19 

NM 

4,409 

1.4 

First  Financial  Management 

25'/2 

19 

11 

1,425 

1.3 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

Magma  Power 

27% 

-20% 

26 

1,038 

3.1 

Adobe  Systems 

35H 

-20 

20 

11,203 

2.1 

TCBY  Enterprises 

18'/2 

-16 

17 

4,875 

1.7 

^Micron  Technology  Inds 

13'/2 

-16 

11 

7,542 

2.0 

Federal  Express 

46 1/4 

-15 

22 

5,261 

2.4 

Closeup  on  the  Market 

index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stoclis,  capitalization  weighted 

3,448.48 

2.0% 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

923.60 

1.3% 

Wilshire  index 

6,000  stocks,  equal  weighted 

21.87 

2.5 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

118.43 

2.1 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

2,876.66 

1.6 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

104.36 

1.4 

S&P500 

Capitalization  weighted  cross  section,  major  stocks 

361.23 

1.9 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

168.67 

2.3 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

196.94 

1.8 

Gold*  (composite  quote  of  6  major  dealers) 

$364.50 

-1.4 

Yen*  (per  $U.S.) 

152.40 

0.1 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

363.06 

2.3 

Commodity  index*  (CRB  futures  index,  1957=  lOO) 

241.25 

-2.0 

Nasdaq 

Capitalization  weighted.  «ll  issues  except  warrants 

458.97 

3.0 

Oil*  (W  Texas  Intermediate) 

$17.40 

-7.7 

T  bills*  (90  days) 

7.75% 

10  basis  points' 

Amex  international  market  index 

Capitalization  weighted.  50  largest  ADRs 

315.99 

0.5 

Broker  loan  rate* 

9.25% 

unchanged 

Note:  All  data  for  periods  ending  5/31/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
^Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  ""Morgan  Stanley 
Capital  International  Perspective.  *For  period  ending  5/31/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  ^Knight-Ridder  Financial 
Information,  'a  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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What  the  Analysts  Think 


Edited  by  Steven  Ramos 


Dow  P/E  *  vs.  Aaa  bonds  t 


16% 

^A 

14 

\r\ 

Dow  P/E 

12 

0^ 

V^Nt 

10 

Aaa  bonds 

tC^ 

8 

._.i             i 

1              1 

■86 


'87 


■88 


■89 


■90 


*Dow  P/E  Is  the  recent  price  of  the  Dow  divided  by 
estimated  earnings  over  the  next  12  months.  +Pro- 
jected  price-to-coupon  ratio  for  Moody^s  Aaa  corpo- 
rate bond  Index. 


S&P  500  companies 


1.00  — 


0.80  _ 


0.60 


0.40  — 


0.20  — 


Ratio  of  estimate 
increases  to  decreases 


0.00  — 


JJASONDJFMAM 
■89         I  90 


Forecasting  the  S&P  500 


Estimated 
Year     P/E 


%  change 
current  estimate 
vs.  3  months  ago 


Expected 
year-to- 
year 
EPS 
growth 


1989'  14.6 

1990  12.9 

1991  11.3 


NA 

-3% 

-2 


-5% 
12 

16 


1990  estimates  for  major  industry  groups 


Rising  estimates 


Falling  estimates 


retail  food  chains 
household  products 
tobacco 

beverages/alcohol 
shoes 


leisure  time 

machine  tools 

misc  financial 

truckers 

money  center  banks 


When  the  market  crashed  in  1987,  there  was  much  talk 
about  a  recession  right  down  the  road.  The  same  thing 
happened  after  the  Dow  fell  191  points  last  Oct.  13.  True, 
there  is  a  recession  on  Wall  Street,  but  the  overall  econo- 
my is  not  in  a  downturn.  Analysts  are  currently  expecting 
12%  earnings  growth  in  the  s&p  500  in  1990  and  16% 
growth  for  next  year.  Forecasters  are  still  cutting  more 
earnings  estimates  than  they  raise,  but  the  ratio  of  s&p  500 
estimate  increases  to  decreases  has  climbed  for  three 
months  in  a  row  (cetiter  chatt).  Analysts  are  raising  earn- 
ings estimates  for  defensive  groups  such  as  supermarkets. 


household  products  and  tobacco  stocks. 

Rick  Pucci,  director  of  the  Institutional  Brokers  Esti- 
mate System  at  New  York-based  Lynch,  Jones  &  Ryan,  is 
bullish  about  corporate  earnings  but  less  so  about  interest 
rates — despite  the  early  June  bond  rally.  "Long-term  gov- 
ernment bonds  are  at  8.6%.  I  think  they'll  hit  9%  before 
they  hit  8%,"  he  says.  This  means,  according  to  Pucci,  the 
current  stock  market  rally  may  have  gotten  ahead  of  itself. 
"If  interest  rates  don't  come  down,  the  spread  between 
stock  multiples  and  interest  rates  can  be  closed  through 
higher  corporate  earnings  or  lower  stock  prices,"  he  says. 


Who's  Not 


'Actual.  ^Companies  with  market  capitalization  of  $100  million  or  more.  '1991  estimate.  Earnings  proicctions  are  Wall  Street  consensus  estimates  Pata  from  over  .1,000 
security  analysts  are  compiled  and  updated  continually  by  the  Institutional  Brokers  Estim.ite  .System  (IBESj,  a  service  of  Lynch,  lones  ik  Ryan  Investment  Services,  New 
York.  Aaa  bond  yield  forecasts  supplied  byfiluc  Chip  Economic  Advisors  NA   Not  availalilc 


Who's 

Hot 

These  companies  show  the  greatest  increases  in 

estimates 

over  the  past  three  months.^ 

Company/industry 

iqno 

3-mo 
price  chg 

Reason 

EPS           recent 

3-mo  chg 

P/E 

Golden  Nugget/hotels  &  casinos 

-$1.11        $2.35 

223% 

16 

42% 

Profits  from  Mirage  Hotel  better  than  expected 

Continuum/software 

1.27           2.71^ 

158 

14 

14 

Cost  controls,  gains  in  computer  servicing  business 

Ocean  Drilling  &  Expl/oilfield  services 

0.28           0.84 

52 

29 

-13 

Increased  gas  production,  reduced  exploration  expenses 

Adolph  Coors/brewing 

0.36            1.47 

46 

17 

37 

Improved  sales  of  Coors  Light  and  Keystone  brands 

Dime  Svgs  Bank  NY/banking 

-2.88            1.76 

29 

4 

15 

Reported  strong  earnings 

These 

companies  show  the  greatest  decreases  in 

estimates 

over  the  past  three  months.^ 

Company/industry 

1989 
EPS 

3-mo 
price  chg 

Reason 

recent 

3-mo  chg 

P/E 

Ameritrust  Corp  OH/banking 

$3.11 

$0.88 

-74% 

2a 

-16% 

Mounting  concerns  over  asset  quality 

Delta  Woodside/textiles 

1.65 

0.27 

-69 

26 

-5 

Soft  textile  markets 

BayBanks/banking 

3.95 

1.50 

63 

11 

18 

Increased  loan  loss  provisions 

American  Express/financial  services 

2.70 

1.34 

-56 

22 

5 

Problems  with  Shearson  subsidiary 

Georgia  Gulf/chemicals 

7.56 

2.62 

55 

3 

-79 

Undergoing  recapitalization  plan 
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The  Single  Most  Respected 
Reference  on  Mutual  Funds 

Hungry  investors  are  drawn  to  this 
issue  year  after  year.  It  provides 
performance  ratings  on  individ- 
ual mutual  funds  not  available 
through  other  directories.  As  a  re- 
sult, this  issue  is  used  continuously 
throughout  the  year,  extending 
the  life  of  your  ad. 

Along  with  receiving  attention 
from  FORBES'  affluent  audience, 
the  Mutual  Funds  Survey  also  re- 
ceives nationwide  media  cover- 
age. For  example,  in  a  recent  radio 
talk  show  on  WERC,  Birmingham, 
AL,  FORBES  Mutual  Funds  Survey 
was  termed  "the  Bible"  for  peo- 
ple intere'sted  in  Mutual  Funds. 
Coverage  like  this  draws  investors' 
attention  to  this  issue  and  to  your 
advertising  message. 

Features  Of  The 
Mutual  Funds  Survey 

The  FORBES  Mutual  Funds  Sur- 
vey is  unique  because  it  consists 
of  more  than  raw  numbers.  That's 


Mutual 
Funds 
Survey 


why  investors  eagerly  a^\^t  its  ar- 
rival. Along  with  FORBES'  regular 
features  and  columns,  they'll  find: 
U  FORBES  Honor  Roll  -  a  listing 
of  Funds  that  are  top  perform- 
ers in  both  the  bull  and  bear 
markets. 
D  Buyer's  Guide  -  yield  and  risk 
considerations  investors  need 
to  know  when  picking  a  fund. 
D  Tax  Strategies  -  how  owning  a 
fund  affects  income  taxes,  in- 
cluding information  on  tax-free 
funds. 

Attracts  Affluent  Investors 

The  readers  of  FORBES  are  affluent 
consumers  and  active  investors 
who  know  the  value  of  an  author- 
itative resource.  Your  ad  will  reach 
consumers  who  are  influenced 
by  what  they  see  and  read  in  the 


FORBES  Mutual  Funds  Survey. 

Consider  these  facts: 

D  FORBES  subscribers  maintain 
investment  portfolios  worth  an 
average  value  of  $899,000. 

D  88%  own  corporate  stock  worth 
an  average  of  $737,000. 

D  Their  average  household  in- 
come is  $162,000. 

D  One  third  are  millionaires. 

Source;  Don  Bowdren  Associates,  1987. 

FORBES  Readers  Respond 

The  Mutual  Funds  Survey  is  a  prov- 
en source  of  substantial,  qualified 
sales  leads.  Last  year's  issue  gener- 
ated thousands  of  reader  inquiries. 
Take  advantage  of  all  the  benefits 
you'll  accrue  by  advertising  in 
FORBES  Mutual  Funds  Survey 


Issue  date: 
Closing  date: 


September  3,  1990 
July  23,  1990 
(partial  pages) 

July  30,  1990 
(4-color  pages) 

August  6,  1990 
(B/W  &  2-coior 
pages) 
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I  expect  solid  progress 
in  a  transitional  year/' 


i 


Patrick  Sheehy,  Chairman 


THREE  MONTHS  RESULTS 

£1  =  $1.65  at  31.3.90  ($1.61  at  31.12.89) 

Three  months  to  March 
1989                                           1990 

Change  89-90 

£4,790m 

TURNOVER 

£5,095m     ^H 

^^Q 

£318m 

PRE-TAX  PROFIT 

£231m     ^H 

-27% 

#  Exceptional     combination     of    factors     at     Eagle     Star    - 

severe  weather  underwriting  losses  and  lower  stock  market  values 
-  led  to  reduction  in  pre-tax  profit. 

#  Financial  services:  strong  underlying  business  growth 
from  Farmers,  Eagle  Star  and  Allied  Dunbar  -  good  increases  in 
general  and  new  life  annual  premiums. 

#  Tobacco:    year    started    with    a    strong    performance    from 

the  Group's  tobacco  businesses  -  trading  profit  up  12  per  cent 
boosted  by  continued  growth  in  export  markets. 

#  Demerger   and    disposal    programme    almost   completed   - 

proceeds  from  disposals  show  Group's  success  in  realising  full 
value  for  shareholders  from  excellent  businesses. 

#  "The  first  quarter  will  not  be  representative  of  the  year 
as  a  whole",  commented  Patrick  Sheehy.  "I  expect  the  Group  to 
make  solid  progress  in  a  transitional  year." 

#  Special  May  Board  Meeting  to  consider  earlier  dividend 
payment  dates. 

BAT  IMDUSTRIES 

The  lull  quarterly  report  is  being  posted  to  shareholders  and  copies  are  available  from  the  Company  Secretary.  B  A  T  Indutlriei  pic.  Windsor  House  iO  Victoria  Street  London  SWIH  ONI 
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Capitaf  Markets 


MONEY  &  INVESTMENTS 


You  want  to  see  action?  Buy  a  long-term 
zero  coupon  Treasury — and  pray  that 
interest  rates  go  straight  down. 

STRIP  TEASE 


By  Ben  Wdberman 


Here's  the  case  for  lower  interest 
rates.  Domestic  economic  activity 
is  growing  slowly,  inflation  is  cool- 
ing, the  dollar  is  strong  and  foreign 
countries,  including  Germany  and 
Japan,  have  passed  the  peak  in  their 
interest  rate  cycles.  Furthermore, 
the  Federal  Reserve  will  soon  be 
stimulating  economic  activity 
through  easier  credit.  That  means 
lower  interest  rates. 

Do  you  buy  this  bullish  scenario 
for  bonds?  If  you  do,  here's  the  way 
to  play  it.  Buy  bonds,  the  ones  with 
the  greatest  interest  rate  risk  you 
can  find.  These  will  be  the  noncall- 
able  zero  coupon  issues  from  the 
federal  government,  popularly 
known  as  Treasury  strips.  Go  for  a 
20-year  zero.  (The  longest  strips — 
due  in  30  years — have  yields  well 
below  those  of  the  20-year  zeros, 
and  ther^ore  aren't  great  buys.) 

To  bcsSure,  you  don't  want  risk 
just  for  the  sake  of  risk.  But  this  is 
the  way  to  get  the  maximum  return 
if  you  are  right  in  your  bullish  bet 
on  bonds.  If  interest  rates  head 
down,  the  strips  will  show  fat  capi- 
tal gains. 

A  zero  coupon  bond  pays  no  cash 
interest  until  maturity.  At  recent 
rates,  a  $1,000  (face  value)  Treasury 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


due  in  20  years  sells  for  $189.  Come 
year  2010,  assuming  you  still  have 
this  thing  in  your  portfolio,  you  get 
$1,000  back  on  your  $189  invest- 
ment. That  comes  to  an  annual  re- 
turn of  8.5%,  compounded  semian- 
nually. In  the  meanwhile,  you  have 
had  to  pay  income  tax  on  the  inter- 
est accruals,  under  a  complicated 
formula  for  "accreted"  interest. 

What  if  you  sold  out  in  the  mean- 
time? Then  your  selling  price  could 
be  just  about  anywhere  on  the 
block.  These  zeros  are  very  volatile. 
A  strip  due  in  2010  will  have  a  capi- 
tal gain  of  a  bit  more  than  20%  if 
rates  fall  just  1  percentage  point.  Of 
course,  risk  cuts  both  ways.  If  rates 
go  up  a  percentage  point  you  will 
have  a  serious  capital  loss  on  your 
strip  investment. 

You  have  just  had  a  lesson  in 
Jpond  duration.  Duration  is  a  mathe- 
matically complicated  concept,  but 
the  essence  of  it  is  this:  It  is  a  mea- 
sure of  how  long  you  wait,  on  aver- 
age, to  receive  cash  back  from  a 
bond.  Since  a  strip  pays  all  its  inter- 
est at  maturity,  its  duration  is  sim- 
ply the  number  of  years  to  maturity. 

For  bonds  that  have  cash  cou- 
pons, the  duration  calculation  takes 
into  account  all  payments  up  to  and 
including  the  repayment  of  princi- 
p2l  at  maturity.  Suffice  it  to  say  that 
a  20-year  bond  paying  regular  semi- 
annual coupons  will  have  a  dura- 
tion of  a  lot  less  than  20  years,  be- 
cause so  much  cash  is  coming  in 
before  final  maturity. 

Why  do  traders  go  to  all  this  trou- 
ble to  calculate  duration?  Because 
this  statistic  gives  a  rough-and- 
ready  measure  of  how  sharply  a 
bond  will  react  to  a  shift  in  interest 
rates.  Here's  the  formula:  Multiply 
the  shift  in  interest  rates  by  the 


duration,  and  you  have  a  fairly  good 
approximation  of  the  percentage 
gain  or  loss  in  the  bond's  price. 

Example:  You  buy  a  20-year  strip, 
and  rates  then  go  down  half  a  per- 
centage point.  You  will  enjoy  a  10% 
price  appreciation  in  the  bond  (very 
roughly).  Or,  if  rates  had  headed  up- 
ward the  same  amount,  you  would 
be  sitting  on  a  capital  loss  of  rough- 
ly the  same  percentage  amount. 
The  duration  formula  doesn't  work 
too  well  for  very  large  swings  in 
interest  rates,  say,  several  percent- 
age points.  It's  fine,  however,  for 
estimating  the  effect  of  a  fractional- 
point  swing. 

There's  the  theory.  Now  for  the 
practice.  Trading  zeros  is  very  ex- 
pensive. Even  institutional  ac- 
counts can  confront  bid/ask  spreads 
of  up  to  half  a  percentage  point  of 
the  face  value.  For  a  bond  worth 
$189  per  $1,000  of  face  value,  that 
spread  is  almost  3%  of  the  amount 
invested.  Retail  investors  can  figure 
on  a  pretty  severe  shellacking  when 
they  go  in  and  out  of  a  zero  position. 

But  there  is  an  alternative:  a  no- 
load  mutual  fund  that  holds  zeros. 
The  Scudder  fund  family  of  Boston 
has  the  Government  Zero  Coupon 
2000  Fund,  consisting  of  zeros  with 
a  target  maturity  of  December  2000. 
The  fund,  that  is,  has  a  duration 
pretty  close  to  10.  The  Benham  fund 
group  of  Mountain  View,  Calif,  has 
a  series  of  Target  Maturities  fimds 
due  in  five-year  intervals  from  1995 
through  2020. 

Since  the  Scudder  and  Benham 
funds  have  no  load,  you  can  get  in 
and  out  at  no  transaction  cost  what- 
ever. The  funds  do,  however,  carry 
annual  operating  expenses  of  1% 
and  0.75%,  respectively.  If  you  were 
planning  to  hold  to  maturity,  you 
just  might  be  better  off  buying  the 
strip  and  suffering  a  nasty  market- 
maker's  markup  plus  a  brokerage 
commission.  If  you  want  to  trade  in 
and  out  within  a  few  years'  time, 
you  are  better  off  in  the  fund. 

Bear  in  mind  that  the  Treasury 
yield  curve  may  change  not  only  in 
height  but  in  shape.  My  own  expec- 
tation is  that  the  drop  in  rates,  when 
it  comes  over  the  next  12  months, 
will  be  more  pronounced  at  the 
short  end  of  the  spectrum.  I  see 
shorter-term  Treasurys  rallying 
enough  to  drop  yields  by  as  much  as 
2  percentage  points,  while  the  long 
end  will  drop  yields  only  1% .  None- 
theless, given  the  much  greater  du- 
ration at  the  long  end,  the  price  ac- 
tion will  be  greater  there.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


It  would  be  naive  to  expect  another  eight 
consecutive  years  of  20%  annual  gains, 
but  there  are  still  values  out  there. 

WHEN  WINNERS 
BECOBIE  LOSERS 


tivity  and  expertise  are  a  must  in 
the  commercial  sector.  However, 
there  are  still  some  interesting  win- 
dows of  opportunity.  For  the  indi- 
vidual who  wants  to  buy  a  first  or 
second  house  or  to  upscale,  the  time 
could  hardly  be  better.  Housing 
prices  are  down  sharply  in  many 
areas,  and  some  condominiums  in 
choice  locations  are  being  auc- 
tioned at  50%  off  previous  asking 
prices.  This  is  happening  even 
though  new  housing  costs  are  rising 
at  a  much  faster  clip  than  inflation. 
With  the  relatively  low  rate  of  resi- 
dential construction  in  recent  years, 
this  situation  should  prove  reward- 
ing for  today's  venturesome  buyers. 

Precious  metals  is  another  group 
taking  its  lumps.  Gold,  considered 
by  many  to  be  the  premier  invest- 
ment when  it  zoomed  to  over  $900 
an  ounce  in  the  early  Eighties,  is 
back  to  $360.  Adjusted  for  inflation, 
it  is  substantially  lower.  With  infla- 
tion anything  but  dead,  it's  likely 
that  precious  metals  will  make  a 
much  better  showing  in  the  current 
decade  than  in  the  last. 

Art,  however,  seems  to  be  a  differ- 
ent story.  True,  astronomical  prices 
were  paid  recently  by  a  Japanese 
businessman  for  a  Van  Gogh  and  a 
Renoir.  But  after  the  enorrpous  ap- 
preciation of  the  Eighties,  the  art 
market  is  showing  signs  of  topping. 
Auctions  and  galleries  are  selling 
works  at  lower  than  anticipated 
prices  with  regularity,  and  the  trend 
appears  to  be  intensifying.  At  this 
time  it's  smart  to  follow  the  maxim: 
Buy  for  enjoyment,  not  gain. 

Junk  bonds  have  also  taken  a  tre- 
mendous pounding.  While  there 
could  certainly  be  further  weakness 
because  of  sales  from  s&ls,  the  Res- 
olution Trust  and  other  financial 


If  an  investment  has  sizzled  for 
years,  is  it  likely  to  sparkle  in  the 
future?  Market  history  says  no.  In 
the  Seventies  collectibles,  precious 
metals  and  energy  were  thought  to 
be  the  ticket  to  riches,  but  they 
lagged  badly  in  the  Eighties.  In  the 
Eighties  emerging  growth  and  small- 
cap  stocks  and  junk  bonds  also 
seemed  sure  wiimers  before  slump- 
ing sharply  by  the  decade's  end.  Just 
when  an  investment  gets  accepted 
as  a  "can't  lose,"  it's  probably  peak- 
ing. This  brings  us  to  investments  to 
look  at  or  to  avoid  now.  Which  of 
today's  wirmers  will  be  tomorrow's 
losers?  Which  of  today's  losers  will 
be  tomorrow's  winners? 

Let's  start  with  real  estate,  a  sec- 
tor as  washed  out  today  as  any.  Tre- 
mendous overbuilding  of  commer- 
cial property  in  the  last  decade  has 
resulted  in  real  estate's  undergoing 
one  of  the  worst  squeezes  of  the 
entire  postwar  period.  To  add  to  real 
estate  woes,  the  Resolution  Trust, 
in  order  to  liquidate  its  huge  hold- 
ings from  insolvent  s&.ls,  indicates 
it  will  drop  prices,  perhaps  sharply. 

Does  this  mean  real  estate  is  dead 
for  years?  I  don't  think  so,  but  selec- 

David  Dreman  is  managing  director  of 
Dreman  Value  Management,  LP.,  Invest- 
ment Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


institutions,  the  shrewd  investor 
might  begin  to  establish  a  position 
at  these  levels.  Because  of  the  lack 
of  liquidity  in  this  market,  the  com- 
plexity of  analyzing  issues  and  the 
need  for  substantial  diversification, 
the  best  way  for  most  investors  is 
via  a  junk  bond  fimd  (Forbes,  J^r. 
30).  In  choosing  a  fund,  make  sure 
that  the  management  group  is  expe- 
rienced (a  minimum  of  five  years  of 
nmning  the  fund  should  be  a  prereq- 
uisite). This  insures  that  the  record 
is  not  primarily  a  result  of  a  now- 
departed  management  group. 

Bonds  were  a  good  investment  in 
the  Eighties — if  you  caught  them 
right.  Long  Treasurys,  after  drop- 
ping to  some  of  their  lowest  price 
levels  of  the  century  in  the  first 
couple  of  years  of  the  last  decade, 
bounced  back  smartly  by  decade's 
end.  With  the  likelihood  of  rising 
inflation  at  home  and  possible  high- 
er interest  rates  abroad,  it's  time  to 
bring  in  the  defensive  team.  Keep 
your  maturities  short.  Because  of 
today's  flat  yield  curve  you  will  re- 
ceive the  same  income  as  on  long 
bonds,  but  the  risk  will  be  reduced 
substantially.  If  rates  move  up,  you 
can  lock  in  the  higher  yields  by 
shifting  to  longer  maturities. 

What  about  stocks?  It  would  be 
naive  to  expect  another  eight  con- 
secutive years  of  market  gains  aver- 
aging 20%  armually.  Still,  this 
doesn't  mean  there  aren't  plenty  of 
values  out  there.  Sure,  the  market  is 
likely  to  be  choppier  than  in  the 
Eighties,  but  for  fundamental  play- 
ers see-saw  markets  almost  inevita- 
bly trigger  overreactions  that  pre- 
sent major  opportunities. 

Here  are  a  number  of  1ow-p/e 
stocks  I  would  look  at  today. 

Ai'ery  International  (24)  is  a  major 
manufacturer  of  self-adhesive  tapes, 
labels  and  base  materials.  Avery 
trades  at  a  p/e  of  12  times  this  year's 
earnings  and  yields  2.6%. 

Ireddie  Mac  (77)  is  the  second- 
largest  seller  of  residential  mort- 
gage-backed securities.  The  stock 
trades  at  a  p/e  of  1 1  and  yields  2. 1  % . 

Fannie  Mae  (41),  the  nation's  larg- 
est creator  of  residential  mortgages, 
trades  at  a  p/e  of  1 1  and  yields  1 .3% . 

Scientific-Atlanta  (28)  produces 
equipment  for  data,  satellite  com- 
munications and  cable  tv.  The 
stock  trades  at  a  p/e  of  13  times 
earnings  for  the  current  fiscal  year 
(ending  June  30)  and  yields  0.6%. 

Standard  Rcf^Lstcr  (16)  is  a  major 
supplier  of  business  forms.  It  trades 
at  a  p/e  of  12  and  yields  3.3%.  ■ 
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NOW  READY 


THE  NEW  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life,  in 
iDoth  its  one-  and  expanded  two- 
volume  forms,  has  for  a  number  of 
years  now  been  appreciated  by  a 
growing  number  of  devotees  for  its 
pearls  of  wisdom  that  span  the 
centuries  from  ancient  times  to  mod- 
ern day. 

Forbes  is  proud  to  announce 
that  yet  another  volume  has  been 
added  to  this  collection  of  timeless 
quotes.  The  three-volume  set,  print- 
ed on  fine  quality  stock,  bound  in 
blue  cloth  and  housed  in  a  hand- 
some matching  slipcase,  is  the 
quintessential  bedside  companion 
with  over  10,000  meticulously 
culled  quotes  of  many  of  the  world's 
greatest  authors. 


The  set  also  makes  an  ideal 
holiday  or  birthday  gift  for  business 
associates,  friends  and  those 
hard-to-please  colleagues  on  your 
list.  It  is  a  pleasure  to  read,  wheth- 
er you  choose  to  sample  a  random 
few  inspirational  thoughts  at  a  time 
or  to  pursue  a  more  charted 
course  with  the  aid  of  both  subject 
and  author  indexes. 
*When  so  many  choices  in  busi- 
ness gifts  wear  out  their  welcome 
instantly,  the  three-volume 
"Thoughts"  will  surely  be  cherished 
for  a  lifetime.  The  cost  including 
slipcase  and  shipping  is  $49.50.  To 
receive  your  edition  or  send  it  as  a 
gift,  simply  fill  out  and  return  the  cou- 
pon below.  The  company  of  the 
greatest  writers  and  thinkers  awaits. 


□  over  3,000  more  quotations 
than  the  two-volume  set 

□  binding  in  blue  cloth  with  gold 
imprint 

□  blue  cloth  slipcase  to  match 
binding  at  no  additonal  charge 

□  indexed  by  author  and  subject 

□  authors  span  whole  range  of  civ- 
ilization from  classical  Greece  and 
Rome  to  present 

□  over  1 ,500  pages,  over  10,000 
quotations 

Q  no  shipping  or  handling  charge 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


TO  OWNERS  OF 
EARLIER  VOLUMES: 

You  can  now  add  this  latest 
volume  to  your  present 
collection.  To  update  your  two- 
volume  set,  the  third  volume  is 

available  for  individual 
purchase  at  $19.50.  The  blue 
and  gold  binding  of  the  third 
volume  has  been  selected  to 
make  a  matching  set.  Check 
the  appropriate  space  in  the 
coupon  at  right. 


Forbes  Books,  60  Fifth  Avenue,  New  York,  NY  10011 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $49.50.  Ship  to  the  address  shown. 


n  Check  enclosed 


Name 


(please  print) 


Address 


Apt.  # 


G  Charge  my  credit  card 
D  Am  Ex 
n  MasterCard 
n  Visa 
No 


Exp.  Date . 


City  State  Zip 

□  Reserve  Volume  3  only  for  $19.50.  Shipping  and  payment  details  entered  above. 

Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 
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Did  you  miss  the  boat  as  the  averages 
pushed  to  new  highs?  Dont  worry.  There 
are  still  good  stocks  at  reasonable  prices. ' 

A  SECOND  CHANCE 


By  Ann  C.  Brown 


So  you  missed  the  major  moves  in 
Procter  &  Gamble,  ibm,  Coca-Cola 
and  a  few  other  year-to-date  stock 
successes.  So  did  a  lot  of  profession- 
al managers  who  are  paid  the  sun 
and  the  moon  to  star  in  equity  selec- 
tion and  market  timing.  The  cash 
funds  are  full  of  investors  who  ac- 
centuated the  negatives  (and  there 
were  plenty  of  them  over  the  past 
several  months)  and  eliminated  the 
few,  but  powerful,  positives. 

These  supposedly  savvy  investors 
failed  to  notice  a  basic  change  in  the 
economy:  In  the  absence  of  war,  em- 
bargoes and  other  global  disruptions, 
there  is  no  more  boom/bust  domes- 
tic business  cycle.  The  U.S.  is  too 
service-industry  oriented  for  that 
these  days — and  too  sophisticated. 
Modern  technology  and  smarter 
managements  have  been  able  to 
keep  inventories  in  check.  The  Fed- 
eral Reserve  is  acting  and  reacting 
more  promptly  and  more  gradually 
to  minimize  monetary  dislocation. 
And  Congress  and  the  Administra- 
tion arc  inching  toward  some  sem- 
blance of  fiscal  responsibility. 

This  isn't  to  say  that  there  won't 
be  any  bottom-line  pain.  There 
already  has  been  in  selected  indus- 

Ann  C.  Brown  is  chief  executire  officer  oflhe 
equity  adiLsor)'  and  portfolio  consultinf^ 
firm  of  AC.  lirown  &  Associates. 


tries  and  selected  stocks  within 
otherwise  healthy  sectors,  when 
earnings  have  failed  to  meet  expec- 
tations. But,  by  and  large,  most 
companies  will  muddle  through 
what  could  be  a  very  long  muddle. 
Meanwhile,  there  are  still  a  number 
of  excellent  stock  values  avail- 
able— particularly  those  issues  that 
are  currently  selling  at  or  below 
their  year-end  1989  prices. 

I  continue  to  favor  companies 
with  significant  product-name  rec- 
ognition and  strong  marketing/dis- 
tribution capabilities.  I  also  prefer 
corporations  that  have  some  kind  of 
international  ties  as  we  move  ever 
closer  to  one  economic  world.  And  I 
like  companies  that  have  enough 
liquidity  to  attract  institutional 
buyers,  who  generally  look  for  a 
way  out  before  they  jump  in.  The 
following  stocks,  listed  in  no  spe- 
cial order,  meet  all  or  most  of  these 
criteria — including,  of  course, 
above-average  earnings  potential. 

Walfireeti  (45)  is  the  largest  retail 
drugstore  chain  in  the  U.S.  and  has 
plenty  of  resources  to  expand,  wag 
could  sell  at  close  to  $55  per  share  a 
year  from  now,  if  the  company 
makes  its  projected  earnings  per 
share  of  $2.85  for  fiscal  1990  (ending 
August)  and  $3.35  for  fiscal  1991. 

Arm  ik  Hammer  is  the  brand 
name  made  famous  by  Church  & 
Du'i^ht  (19) — most  notably  through 
its  sales  of  sodium  bicarbonate. 
CRCH  is  in  the  process  of  putting  its 
well-known  brand  on  other  prod- 
ucts— detergent,  room  deodorizers, 
dental  care  items — to  increase  prof- 
itability. For  1990  the  company 
could  earn  $1.15  per  share,  with 
$1.35  or  so  possible  next  year. 

Nobody  is  banging  the  drum  for 
Kellof^  (65)  these  days,  which  could 


mean  it's  a  good  time  to  buy  this 
world's  largest  maker  of  ready-to- 
eat  cereal.  Earnings  dipped  last  year 
because  of  the  rush  to  the  oat-based 
products  where  k  was  weak.  This 
year  Kellogg  could  earn  $4.10  per 
share.  Next  year,  $4.70.  Maybe. 

Kimherly-C/ark'  (69)  has  analysts 
working  overtime  estimating  earn- 
ings because  of  such  unprcdictables 
as  paper  prices,  competition  and 
capital  spending.  My  guess  is  that 
KMB  will  show  earnings  per  share  of 
around  $5.55  this  year  and  conceiv- 
ably as  much  as  $6.15  next  year. 

Oshkosh  Ii'Cos/.i  "A"  (34)  is  down 
from  last  year's  high  of  $44  per 
share  for  all  kinds  of  nonrecurring 
reasons,  gosha  may  not  earn  much 
more  this  year  than  it  did  last  year 
($2.58).  However,  the  company  has 
interesting  prospects  in  the  growing 
European  market,  and  $3.15  per 
share  is  an  early  estimate  for  next 
year's  earnings. 

Last  year's  earnings  for  Ikiiisch  & 
Lomh  (62)  were  up  17%  from  1988's 
$3.27.  The  outlook  for  1990  is  for 
$4.40  per  share,  with  $5.05  possible 
in  1991.  Substantial  foreign  sales 
and  several  new  non-contact-lens 
products  are  expected  to  boost  the 
company's  profits. 

RR  DoiDiellcy  (44)  is  the  world's 
largest  commercial  printer,  with  up 
earnings  every  year  since  1  can  re- 
member. For  1990  it  appears  dny 
could  earn  $3.15  per  share,  with 
$3.55  to  $3.60  estimated  next  year. 
No  fireworks  here — just  the  sleep- 
easy  kind  of  growth  long-term  in- 
vestors dream  about. 

Another  company  with  an  envi- 
able string  of  rising  earnings  and 
dividends  is  ll&R  /Hock  (37).  hrb's 
Rapid  Refund  electronic  tax  filing 
service  was  a  tremendous  success 
this  year,  as  it  became  available  na- 
tionwide. For  the  fiscal  year  ending 
next  April,  the  company  could 
show  earnings  per  share  of  $2.85. 

Clomx  (42)  has  embarked  on  a  pro- 
gram to  capitalize  on  its  household 
moniker,  but  there  are  a  lot  more 
products  to  this  company  than 
bleach.  Earnings  per  share  of  $2.90 
are  expected  for  the  fiscal  year  end- 
ing this  month,  and  $3.50  seems 
hkcly  for  fiscal  1991. 

Last  year  riffatiy  &  Co.  (48)  sold  as 
high  as  $61  per  share  and  could  be 
back  near  that  price  12  months  out, 
assuming  the  earnings  continue  as 
estimated.  For  fiscal  1990  (ending 
next  January),  $2.55  per  share  looks 
possible,  with  1991  in  the  $3.10-to- 
$3.20  range.  ■ 
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FORRES,  lUNE  2S,  l'>«>n 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


Rarely  have  the  markets  given  so  many 
seemingly  contradictory  signals.  Even  the 
experts  can't  agree  on  whafs  happening. 

IS  IT  A  BULL? 
OR  A  BEAR? 


By  Mark  Hnlbert 


Markets  always  seem  bewildering; 
they  make  sense  only  after  the  fact. 
So,  if  I  say  that  the  current  market  is 
bewildering,  you  will  be  inclined  to 
respond:  "So,  what's  new?" 

I'll  tell  you.  What's  new  or  differ- 
ent this  time  is  this:  The  market- 
timing  letters  I  monitor  in  the  Hul- 
bert  Financial  Digest  have  found  it 
particularly  difficult  to  discern  any 
pattern  in  the  market.  They  have 
generated  an  unusually  large  num- 
ber of  signals,  on  average  switching 
into  and  out  of  stocks  more  than 
twice  as  often  as  in  any  comparable 
period  over  the  last  six  years.  It's 
fair  to  say,  then,  that  the  market  is 
twice  as  bewildering  as  normal. 

I  think  I  know  one  reason  the 
stock  market  has  been  so  confusing. 
Few  can  agree  on  how  stocks  them- 
selves are^ performing.  I'm  not  refer- 
ring here -to  the  well-recognized  di- 
vergences between  the  blue  chips 
and  secondaries.  Instead,  what  I  find 
remarkable  is  that  even  among  ad- 
visers who  focus  on  just  secondary 
stocks  there  is  nothing  remotely  re- 
sembling a  consensus  on  how 
stocks  have  behaved.  No  wonder 
we're  confused.  Even  the  "experts" 


Af«rfe  Hulbert  is  editor  of  the  Alexandria, 
Va.-based  Hulben  Financial  Digest,  His 
newest  book  is  The  Hulben  Guide  to  Finan- 
cial Newsletters  CProbus  Publishing). 


can't  agree  on  whether  we  are  in  a 
bull  or  a  bear  market. 

Consider  the  Value  Line  Compos- 
ite Index,  for  example,  which  is  one 
of  the  best  known  of  the  indexes 
that  purport  to  measure  the  perfor- 
mance of  secondary  stocks.  How 
have  the  1,700  stocks  that  comprise 
that  composite  done?  Value  Line, 
Inc.  itself  gives  two  very  different 
answers,  depending  upon  which  sta- 
tistical method  it  uses  to  average 
these  1,700  stocks'  performance. 
Since  Feb.  1,  1988  (when  Value  Line 
began  calculating  its  index  in  these 
two  ways)  its  "arithmetic  average" 
has  more  than  doubled  the  perfor- 
mance of  its  "geometric  average," 
35.7%  to  17.1%. 

This  divergence  is  important  not 
just  to  investors  whose  egos  or  live- 
lihoods depend  on  whether  they 
Rave  beaten  the  "market."  It  also 
can  make  the  difference  between 
being  in  stocks  or  out  of  the  market 
altogether. 

Consider  the  impact  it  would 
have  on  the  investor  who  uses  the 
13- week  moving  average  to  gerier- 
ate  buy-and-sell  signals  (as  do  sever- 
al of  the  investment  newsletters  I 
monitor).  Using  the  Value  Line  geo- 
metric average  to  calculate  that 
moving  average,  8  signals  would 
have  been  generated  over  the  last 
two  years.  The  investor  following 
those  signals  would  have  gained 
31.8%  (assuming  he  bought  an  in- 
dex fund  while  on  buys  and  earned 
the  T  bill  rate  on  sells).  Had  the 
investor  chosen  the  Value  Line 
arithmetic  index  instead,  however, 
he  would  have  been  much  more  ac- 
tive. He  would  have  had  20  switch- 
es over  this  period  instead  of  8,  and 
he  would  have  made  less  money: 
26.5%  instead  of  31.8%. 


A  number  of  investment  newslet- 
ter advisers  also  calculate  the  per- 
formance of  the  average  secondary 
stock.  Unfortunately,  they  haven't 
come  up  with  a  single  answer,  ei- 
ther. In  fact,  the  divergence  be- 
tween the  two  Value  Line  averages 
pales  in  comparison  to  that  between 
some  of  these  advisers'  indexes. 

Consider  the  different  accounts  of 
how  stocks  on  the  American  Stock 
Exchange  have  performed  as  calcu- 
lated by  Market  Logic  (edited  by  Nor- 
man Fosback  and  Glen  Parker)  and 
the  Zweig  Forecast  (edited  by  Martin 
Zweig).  Both  newsletters  claim  they 
are  measuring  the  average  perfor- 
mance of  all  stocks  on  that  ex- 
change, giving  equal  weight  to  each 
stock.  Yet  their  results  aren't  even 
close.  According  to  Market  Logic,  the 
average  Amex  stock  has  generated  a 
total  return  since  the  1987  crash  of 
91%  (through  mid-May) — a  near 
doubling.  But  according  to  the  Zweig 
Forecast,  the  average  Amex  stock 
over  the  same  period  lost  5%! 

The  discrepancy  between  the 
two,  as  is  the  case  with  the  two 
Value  Line  indexes,  can  be  traced  to 
the  different  statistical  methods 
they  employ.  Naturally,  each  editor 
claims  that  his  is  the  superior  index, 
but  whose  better  reflects  reality?  To 
find  out,  I  created  a  hypothetical 
portfolio  that  started  out  on  1987's 
Black  Monday,  equally  weighted 
among  all  stocks  that  were  then 
trading  on  the  Amex.  This  portfolio 
has  gained  13.6%  since  then — far 
closer  to  Zweig's  figure  than  to  Fos- 
back and  Parker's. 

In  short,  you  can  prove  we  have 
been  in  a  bull  market  or  a  bear  mar- 
ket and  anything  in  between  de- 
pending on  which  figures  you  use.  Is 
it  any  wonder  that  the  investment 
letter  writers — and  lots  of  other 
people,  too — are  bewildered. 

What  are  the  investment  morals 
here?  One  is  that  choice  of  market 
indexes  is  an  important  matter. 
There  is  too  much  riding  on  the 
choice  to  overlook  it.  D  in't  assume 
that  one  index  is  as  good  as  the  next. 
It  isn't.  Zweig  Forecast's  unweighted 
price  index  more  closely  reflects  re- 
ality than  does  Market  Logic's. 

The  other  investment  moral  is 
one  that  many  investors  intuitively 
know  already.  Secondary  stocks 
have  been  poor  performers  since  the 
crash.  Investors  whose  portfolios 
are  weighted  to  secondaries  need 
not  berate  themselves  for  having 
performed  so  much  more  poorly 
than  the  "market"  itself.  ■ 
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ESMARKET/OtiisgiM 


CORPORATE  ITEMS 


MARTIN  ZWEIG 


^  ^-iANCIAL  SERVICES 

BiG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-  including  some  very 
famous  names - 
which  I  believe  could 
"take  a  bath."  I'll  rush 
you  the  Performance 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The  Zweig  Fore- 
cast Time  IS  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext  9064. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY.  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line   Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  1 30  stocks  each  week  for  1 0 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

srCall  Toil-Free 
1-800-633-2252 

(txt.  2686-Dept   9I6B26) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


BEFORE  YOU  HIRE  OR 
CHANGE  YOUR  BROKER 

let  us  screen  and  search  for  the 
top  investment  advisors  in  your 
area.  Anonymity  guaranteed. 
Fax  on  letterhead  for  more  infor- 
mation; BROKER  SEARCH 
Dept.  #4;  1-403-469-1618 
1 


CAPITAL  AND  INVESTMENT 
OPPORTUNITIES 


INVEST  IN  MINING 


INFORMATION  ON  U.S.  MINES 

&  MINING  COMPANIES 

Production.  Ore  Reserves.  Costs. 

Slocks.  Financials  &  Contacts 

$100  plus  $6.00  shipping 

RANDOL  MINING  DIRECTORY 

1658  Cole  Blvd  ,  #6-80  •  Golden,  CO  80401 
(303)526-1626 


Forbes: 
Capitalist  Tool 


® 


BUSINESS  EQUIPMENT 


How  do  1  buy  a 

Fax  Machine? 

Which  Fax  machine            .^  _  ^. 

do  1  need?  How  much 

f  fflAA 

should  1  pay  for  it?  What 

features  do  1  need? 

^^^ 

With  over  250  fax 

^^^B 

machines  on  the 

•3e 

^ 

market  today,  these 

are  valid  questions. 

^ 

M 

If  you  are  at  a  loss  as 

u. 

to  what  you  should 

3 

do,  stop,  look,  and 

fti^ 

I 

read  the  FaxGuide 

^^^^1 

A 

The  information  con- 

^^^^ 

i 

tained  in  this  guide  is 

^^^ 

s 

easy  to  understand. 

^K 

<? 

easy  to  digest,  and 

^  "^ 

applicable  not  only 

B 

^ 

to  the  machines  we 

^w 

sell  but  also  to  the 

If 

entire  subject  of  fax 

Ik 

machines.  Order              V^    "^J 

yours  today  at  no               ^       "^ 

charge. 

1-318-797-0251 

BUSINESS  SERVICES 


— We'll  be  your — 
Export  Department. 

International  import/export 
company  with  100  years 
experience  in  foreign  trade 
will  become  your 

EXPORT  AGENT/MANAGER 

•  Represented  Worldwide 

•  Financing  Available 

•  Simplified  Transactions 

•  Language  Expertise 

Phone  Heinz  Gorski  or  Mike  Simond 
(201)  568-4920  or  FAX  (201)  568-0971 

RUDOLPH-OESCO  COMPANY.  INC. 

)l  S{  (b^*'  Sylvan  Avenue 

Englewood  Cliffs  New  Jersey  07632 


The  easiest  way  to 


'\wej 


PLACE  YOUR  ADS 

in  any  nnaior  newspaper,  trade 
publication  or  magazine 

CALL1-800-522-4-ADS 

(1-80O-5??-4?37) 

CLASSIFIED 
AD  BUREAU 

24  hour  tax:  212-764-2934 

We  accept  C^J 


cut  out  and  retain  for  future  usel 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE] 

Perfect  award  to  show  appreciation  anc 
recognition  for  donors,  employees, 
salesmen,  members  and  at  meetings, 
conventions. 

SEND  FOR  FREE  COLOR 
BROCHURE  or  CALL  TOLL  FREE 
1-800-633-5953  FAX  NUMBER  205-349-3765 
Award  Company  of  America 
Dept.  FRB  /  P.O.  Box  2029 
Tuscaloosa,  Alabama  35403 


J 


BUSINESS  OPPORTUNITIES 


OWN  YOUR  OWN  PRIVATE 
INTERNATIONAL  RANK 

Enjoy  the  ultimate  in  power, 
prestige  and  influence.  Create 
a  tax-free  fortune  through  your 
own  private  international  bank, 
with  major  profit,  privacy  and 
tax  protection  benefits.  Fully 
chartered  bank  available  in  a 
prime  locale.  No  experience 
required.  Phone  for  details. 

(800)  877-3777 


INCORPORATE  IN  DELAWARE! 

Specialists  In  setting  up  Delaware 
Corporations.  General.  Aircraft, 
Boat  &  Shelf  Corporations. 

^■Iditurr     Call/Write  for  FREE  KIT: 
y\4^VNry         PO.BOX484-FB 
I  \  vV       ■     Wilmington,  DE  19899 
Li    IVil  800-321 -CORP. 302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 
available  from  governmenl  Irom  $1  without  credit 
ctieck  You  repair  Also  drug  seizures  and  lax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS — Porsche.  Ferrari.  Vette. 
etc  Trucks,  tioSlS,  4wheelers.  TVs.  stereos, 
furniture  tiy  Onig  Enforcement  Agency,  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


»r|  I  VnilD  Brokers/Owners -list 
OCLL  lUUn  in  Japanese  MLS- 
DDflDCDTV  'yP^  service  Reach 
rnUrCni  l    lOOOs  of  Brokers/in 

mlAPAM  vestors/Corporatlons 
vHiM  II  in  Japan  Free  trans 
latlon/typesetling  Also  display  ads.  brokerage/ 
agency  services,  consulting,  marketing,  trade 
shows  NO  COMf^lSSION 

Horis  Bunker  1-800USA-2111 


Successful  Austrian  Established 
Company  seeks  Investment  capital 
for  establishing  joint  venture  in  Vien- 
nese style  pastry  shop  Success 
proven  in  Austria,  now  wish  to  ex- 
pand to  America.  Contact  Herr  Pfel- 
fer  (Fax)  01 1  431  512  0230;  Local  Mr 
M  Woram  (Fax)  718  398-8060;  Tel: 
718  398-1658 


FRANCHISES  ,  J! 


h 


Franchisee 

yourbusinessfr 

; 
For  th«  expert  help  you  n««d  to^ 
b*com«  a  franchisor,  call 
tha  franchlaa  apaclailtt*. 

prancorp' 


N»w  York     .  Chicago      Los  Angoloa 

H««  twv  t<i   100'  '        (>(>#« '-MM  a  «04«<       loa  An«*>*«  C*  tOMt 

(3ia)t2aMOO     (70«)4«1  IttOO       (313)3M-O*00 

1-800-877-1103 


EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BAPHEljOflS  •  MASTtERS  •  OOCTOflATE 

For  Woft  Ilk  M  Audefflc 

tippencf  No  CUsyoom 

Ittttniina  RcqwrtO 

Call  (213)  471-0306 

OulskI*  Caltfornia 

1  •  800423-3244 

or  send  delaiKd  lesuine 

tor  Free  Evjiuilion 

Plicinc  Western  University 

'  WalcrlronI  Plan  500  Ala  Mojna  Blvd    Honolulu  HI  9Ut 


FREE  COLLEGE  TAPhi 


•  IXTIRNAL  DtORllS  • 

Bul<nM«  4  Public  AamimiUdior 

CnmifUl  JulliC*  Mgl    Th»olOfly  LAW 

rinanciai  **0  ivaiiabi* 

TOLL  PMI 24  Itre.  (800)  799-000I  < 

LA  SALLE  UNfVERSITV 

Mandrwilli-    I  A  ;()4/(l  40(10 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

•Total  management:  74.7% 

•Total  paid  circulation:  735,000 

•Average  household 
income:  $162,000 

•Average  value  of  investment 
portfolio:  $899,000 


COMPUTER  RENTALS 


WINE  CELLARS 


RENTALS 


VI  PS/2 
10-286     l^i— -^- 4 


Next  Day  Delivery 
\ Anywhere  in  the  U.S.A. 


Also  Available: 

•  IBM  PS/2 

•  Macintosh 

•  Laptops 

And  a  host  of  other  peripherals 
Call  Toll-Free 


•  Compaq 

•  Laser  FYinters 

•  Portables 


Computer   Rental 


e  Executive  Desk  Register  of  Publicly 
lid  Corporations.  All  5,000  US  corpora- 
ns  currently  trading  on  \he  NYSE, 
iEX,  and  NASDAQ.  Includes  company 
mes,  addresses,  telephone,  fax,  ex- 
ange,  ticker  symbol,  CEO,  CFO,  and  in- 
stry.  Published  monthly  on  IBM  PC 
•kettes.  Three  month  trial  subscription 
'5.00  from  Demand  Research  Corpora- 
m,  625  N,  Michigan  Ave.,  Chicago,  IL 
1611.  Tel:  (312)  664-6500 


800-765-4727 


BUSINESS  SOFTWARE 


FINANCIAL  SOFTWARE 


ise  Vs.  Buy  Made  Easy.  Lease  vs.  Buy 
complex  decision.  Hamlet,  "To  lease  or 
to  lease",  is  a  sophisticated  program 
I  will  analyze  leases  witti  precision.  Very 
I,  easy  to  use  with  color  windows,  on- 
sen and  printed  reports.  Runs  on  PC  or 
i.  Only  $695  with  a  60-day  money  back 
Kantee.  Call  Ellen  today!  Decision 
Items,  Inc.,  75  South  Fifth  St.,  MZ4, 
Is.  MN  55402.  (612)  338-2565. 


FAX  PAPER 


=  A  X      PAPER 


•  Guaranteed  lowest  prices 
24  hour  shipping 
'  Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 

Tel:  (516)  239-1854 

Fax:  (516)  239-1939 


A-2  FAX  PAPER  MFG. 


COMPUTERS 


imRRYmflClNDUSTRIESINC 


Our  13th  year  of  DISCOUNTS 

■nindy*Computers 

Radio  Shack'*Products 

Toll  Free  800-231 -3680 

1 1  Katy  Fwy.  Katy(Houslon)  TX  77450 

'13-392-0747  Fax  (713)  574-4567 


ISCELLANEOUS  FOR  SALE 


ESTMENT  GEMSTONES! 
ARANTEED  LIQUIDITY!!! 

buy  &  sell  Dianwnds  and  all  Precious 
nes    Free  wholesale  catalog  since 
7!  Member:  Jewelers  Board  o(  Trade  & 
iber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  l-WO-626-8352 


REAL  ESTATE 


HISTORIC  BITTERROOT  VALLEY 
RANCH.  The  ranch  that  Marcus  Daly 
built.  Montana's  Copper  King,  who 
founded  the  Anaconda  Co.,  put 
together  his  famous  Bitterroot  Stock 
Farm  in  1886,  and  it  is  now  being 
offered  by  his  granddaughter's  estate. 
Adjoining  the  town  of  Hamilton,  4,300 
irrigated  acres  gradually  elevate  to 
±15,000  acres  of  rolling  grass  hills, 
heavy  timber  and  creek  bottom 
canyons  which  join  nine  miles  of  the 
National  Forest  Boundary.  The  ranch 
boasts  an  elk  herd  ranging  in  size  from 
500-800  head.  Trout  fishing  in  a  pro- 
lific "spring  creek"  that  rises  on  the 
ranch  as  well  in  a  spring  fed  lake  and 
another  mountain  valley  stream.  Pow- 
erful views  of  the  Bitterroot  Valley  and 
the  mountains  lowering  above.  Offer- 
ing numerous  homesites.  An  impres- 
sive 2,000  AU  cattle  operation  that  is 
completely  self-sufficient  (with  top 
management  in  place.)  Historic  Brick 
Barns  and  great  tree  lined  meadows. 
This  is  positively  the  best  ranch  in  per- 
haps Montana's  finest  valley.  Less 
than  an  hour  from  Missoula,  Montana, 
with  its  university  and  major  airport. 

BIG  HORN  MOUNTAIN  RANCH. 

A  world  class  hunting  and  fishing 
property,  this  unique  6,000  deeded 
acre  ranch,  with  its  federal  and  state 
grazing  leases,  will  support  1,200  an- 
imal units.  The  ranch  sits  at  the  mouth 
of  one  of  the  most  spectacular  canyons 
in  Wyoming,  on  the  western  slope  of 
the  Big  Horn  Mountains.  The  ranch 
controls  about  seven  miles  of  two  ma- 
jor creeks,  which  drain  the  highest 
peaks  of  the  Big  Horns.  The  high 
country  behind  the  ranch  is  some  of 
the  most  impressive  and  relatively  in- 
accessible in  the  Big  Horns.  Attractive 
improvements  and  an  incredible  build- 
ing site  in  the  mouth  of  the  canyon 
complete  the  package.  Priced  at 
$2,500,000.  Terms  ?re  available  to 
qualified  parties. 

Contact  exclusive  agent  for  sellers:  Hall 
and  Hall,  Inc.,  P.O.  Box  1924,  Billings, 
Montana  59103.  (406)  252-21SS  or 
(406)  587-3090. 


Wyoming  Ranch.  837  acres 
along  the  Greybull  River.  25 
miles  from  Cody,  Wy.  Pri- 
vacy, Big  Game,  Fishing. 
Western  Real  Estate.  Box 
2228,  Cody,  Wy.  82414. 
307  587  5584  


WiNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/UC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

-  Not  Hnndimdc 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  .599 
749 


$  499 
659 


FurVault  hoWs  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131ST  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


HISTORICAL 
REPRODUCTIONS 


Tha  KItlylimk  Gattary^^  O^ 

Oept  44  -^^"^ 

915  Broadway 

New  York.  NY  10010  ' 

212-529-1144 


MERCHANDISE 


STOP  SWEAT 
FOR  6  WEEKS 

Treatment  witti  elec- 
tronic   DRIONIC® 

keeps    the    heavy 

sweater    dry     for 

6    week    periods. 

Thousands  prescrib- 
ed   by   doctors.   Try 

Drionic  for  unequal- 

ed    sweat    control 

with     a    45     DAY 

MONEY  BACK  GUAR. 

Send  $125.  ea.  pair 

(specify     hands, 

underarms  or  feet). 

CAres.  +  6V4%.COD 

send   $25.    —    bal/ 

chgs  on  receipt. 
GENERAL  MEDICAL  CO.  Oept.  FOB- 32 
1935  Armacost  Ave..  Los  Angeles,  CA  90025 

Phone  orders  -  MC/visa  -  800  HEAL  DOC 


FEET 


O19H0ENMEDC 


REAL  ESTATE  SERVICES 


WORLD'S  MOST  SUCCESSFUL 
REAL  ESTATE  DEVELOPERS 
SHARE  THEIR  KNOWLEDGE 

Developing  Real  Estate,  1990 
Aug.  15-16,  Beverly  Hills 

The  Course  For  Successful  Or  "Emerginj^"  Dei'elopers 
Tuition:  $945.00.  includes  Course  Materials, 
Lunch  and  Reception.  (Group  Rates  Avail.) 
Limited  Space.  Course  Materials  if  purchased 
separately;  $645.00.  For  details/application, 
send  business  card  to: 

Real  Estate  Development  Institute 

153  Buckskin,  Weston,  Massachusetts  02193 
Nationwide  Non  Profit  Development  Educational  In- 
stitute, Established  In  1975By  The  World's  Leading 
Developers  -  (508)  3582665. 
21  ORE  CREDIT  PROGRAM  available  at  additional  cost 


FURNITURE 


FREE  CATALOG 


Stand-Up 
Desks 

• 

Revolving 
Bookcases 

• 

Custom 
Furniture 


Solid  Mahogany  &  Other  Hardwoods 

Write  or  Call  for  FREE  Catalog: 
time-ntimber  woodcrafters,  inc. 

FBS,  Box  355,  Silverhill,  AL  36576 
I-800-CRAFTED  or  1-800-272-3833 


EXECUTIVE  GIFTS 


THE  ULTIMATE  CHAIR 
for  a  stress-free  workday! 


Our  leather 

office  chair 

reclines! 


jDacKoaver  1.800.251-222501  write 

53  Jeffrey  Ave..  Dept.  F-62,  Holliston.  MA  01746 
In  MA  508-429-5940 


MONTHLY  PANTIES 
SHOW  YOUR  LOVE  TO  YOUR  SPECIAL  SWEET- 
HEART EVERY  month    EACH  MONTH  A 
NEW  AND  DIFFERENT  SEXY  BIKINI 
PANTIE  WILL  BE  SENT  TO  YOUR  LOVER 
GIFT  WRAPPED  WITH  A  CARD  FROM  YOU. 
Subscriplion  length:     D  3  Month  $52.75 
D  6  Month  $98.75  D  12  Month  $192. 

Size:     D  Small  D  Medium  D  Large 

Sendcheckor  money  order  lo:  A  M  E  ;  P.O  Box 
384;  Boundbrook ,  NJ ;  08805;  (201 )  752-2766 
Please  include  name  &  address  of  recipient 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 


Streetwalker 


Edited  by  Thomas  Jaffe 


Is  3200  around  the  bend? 

Now  that  the  Dow  has  broken 
through  2900,  having  tacked  on 
nearly  300  points  since  May  1,  can 
3200,  or  another  300  points  on  the 
upside,  be  far  behind?  Streetwalker 
thinks  not.  The  reemergence  of  pro- 
gram trading  as  a  driving  force  in  the 
market,  coupled  with  record  levels  of 
short  interest  and  high  cash  positions 
on  the  part  of  money  managers,  could 
provide  the  formula. 

From  mid- January  through  May  1 5, 
short  interest  on  both  the  Big  Board 
and  the  Am  ex  climbed  around  23%. 
Among  the  larger  o-t-c  stocks  that 
make  up  the  national  market  system, 
it  was  up  9%,  and  not  without  reason: 
Look  at  all  the  groups  that  have  been 
creamed  in  the  last  few  years,  from 
technology  stocks  and  s&ls  to  highly 
leveraged  companies  caught  in  Drex- 
el's  undertow.  But  how  long  can  the 
shorts  hold  out  before  covering  their 
positions  in  a  period  of  big  market 
updrafts? 

Suppose  there's  a  piece  of  uncom- 
monly good  news  on  a  given  day — say, 
a  cut  in  the  discount  rate  by  the  Fed — 
that  triggers  the  price  of  index  futures 
to  rise  to  a  significant  premium  over 
the  basket  of  underlying  stocks  that 
they  represent.  This,  in  turn,  would 
trigger  the  computer  buying  of  those 
stocks.  Trouble  is,  according  to  the 
rules  the  Big  Board  enacted  after  the 
1987  crash,  these  buy  programs  must 
cease  once  the  market  rises  50  points. 
It  doesn't,  however,  mean  that  the 
price  of  the  futures  cannot  keep  ris- 
ing. Result:  With  the  futures  still  at  a 
premium  when  trading  resumes  the 
following  morning,  the  buy  programs 
would  begin  again.  A  single  day's  gi- 
ant rise  (or  fall)  has  been  converted  to 
a  racheting  movement,  spread  over 
several  days. 

Now  put  yourself  in  the  shoes  of  a 
short-seller.  Aware  that  the  market 
could  open  significantly  higher,  you'd 
try  to  cover  your  short  positions  by 
buying  in  the  stocks  you'd  previously 
bet  would  go  down.  This,  at  a  time 
when  scores  of  traders  also  would  be 
clamoring  to  buy.  Ditto  all  the  money 
managers  still  holding  a  lot  of  cash, 
who  would  be  putting  in  enormous 
buy  orders  so  as  to  catch  the  next 
move  up.  A  few  days  in  a  row  like 
this,  where  there  is  huge  demand  and 
insufficient  supply,  and  what  have 


you  got?  Panic  on  the  upside. 

If  Streetwalker's  right,  there  may  be 
some  big  days  ahead  for  the  market 
that  in  retrospect  will  make  3000  on 
the  Dow  look  like  a  piece  of  cake. 


More  than  just  a  railroad 

Kansas  City  Southern  Industries, 
Inc.  may  best  be  known  as  the 
operator  of  Kansas  City  Southern 
Lines,  a  1,700-mile  railroad,  but  this 
$503  million  (sales)  holding  company 
is  in  a  number  of  other  interesting 
businesses,  too.  For  instance,  it  owns 
81%  of  Janus  Capital  Corp.  (combined 
assets  under  management,  $2.1  bil- 
lion). Kansas  City  Southern  also  con- 
trols DST  Systems  Inc.,  which  keeps 
records  for  shareholder  accounts  at 
mutual  funds  and  financial  institu- 
tions. Meanwhile,  last  December, 
Kansas  City  Southern  sold  its  minor- 


Kansas  City  Southern  oti  the  more  . 
...  in  more  ways  than  trains. 

ity  stake  in  a  fiber-optic  network  for 
$100  million.  (Because  of  legal  ma- 
neuverings,  kcsi  can't  pocket  $53  mil- 
lion of  that  until  at  least  July  1991.) 

Valuing  Kansas  City  Southem — re- 
cent NYSE  price  of  ^SVh — is  a  difficult 
proposititjn.  But  consider  the  follow- 
ing: There  are  19  million  o-t-c  shares 
of  DST.  Kansas  City  Southern  has  of- 
fered $15.85  a  share  for  the  stock  it 
doesn't  already  own.  That  would  val- 
ue its  current  87%  stake  at  nearly 
$260  million,  or  roughly  $25  per  each 
of  its  10.4  million  shares. 

As  for  Jai^us,  it  ought  to  be  worth  at 
least  $2  per  share.  Which  means  the 
market  currently  values  the  railroad 
at  only  $20  or  so  a  share.  Yet  the 
railroad  business  generates  more  than 
$100  million  (about  $10  a  share)  of 
operating  cash  flow. 

The  kicker  here  is  that  Kansas  City 


Southem  is  a  play  on  higher  export 
coal  volumes.  With  ports  on  the  East 
Coast  operating  at  full  capacity,  one 
natural  place  to  handle  some  of  the 
expanding  traffic  is  the  Gulf  of  Mexi- 
co; Gulf  ports  such  as  Port  Arthur, 
Tex.  and  New  Orleans  are  served  by 
the  Kansas  City  Southem.  Even  bet- 
ter, the  company  owns  property  there 
that  could  be  developed. 

Last  year  Kansas  City  Southem 
earned  $3.55  a  share.  Estimates  for 
1990  are  running  around  $4,  with 
$4.50  a  share  expected  in  1991.  At 
recent  prices  the  stock  looks  like  a 
buy  both  on  assets  and  on  anticipated 
earnings.  Insiders  own  about  12%;  the 
employee  stock  ownership  plan  owns 
nearly  15%;  Warburg  Pincus  and 
Hallmark  Cards  each  owns  10%. 


Oil  Berry 

Streetwalker  continues  to  read  of 
the  institutional  love  affair  with 
big  oil  stocks.  This,  despite  opec's 
flakiness  and  the  fact  that  the  oil  price 
has  waffled  at  low  levels  all  year.  But 
there  is  a  small  independent  producer. 
Berry  Petroleum  Co.,  that  merits  seri- 
ous consideration. 

Headquartered  in  Taft,  Calif.,  Berry 
has  70  million  barrels  of  proven  re- 
serves, mostly  heavy  crude  located  in 
Kem  County,  Calif. 

Last  year  Berry  earned  $13.1  mil- 
lion, or  67  cents  a  share  (up  31%),  on 
revenues  of  just  $46.4  million,  all 
from  operations.  Yet  the  stock — re- 
cent NYSE  price  of  1378 — doesn't  sell 
much  higher  than  the  split-adjusted 
12*74  at  the  last  public  offering  in  July 
1989.  With  the  dividend  at  55  cents, 
the  stock  currently  yields  4%. 

One  thing  depressing  the  stock: 
The  price  of  the  oil  that  Berry  pro- 
duces has  lately  been  under  pressure 
because  heavy  crude  from  the  North 
Slope  of  Alaska  is  being  dumped  in 
the  California  market.  But  it  is  esti- 
mated Berry  still  could  earn  as  much 
as  70  cents  a  share  in  1990. 

Berry's  assets  seem  undervalued, 
too.  Valuing  Berry's  proven  reserves 
at  $5  a  barrel  (the  standard  discount 
for  heavy  crude  reserves),  those  assets 
are  worth  around  $350  million,  or 
about  $16.30  a  share.  Add  roughly 
$3.10  a  share  of  cash  in  the  till — 
there's  no  debt — and  you  arrive  at 
$19.40  a  share,  or  a  40%  premium 
over  market. 

One  caveat:  The  stock  trades  thin- 
ly. Although  Berry  split  2-for-l  last 
October  and  there  arc  now  21.5  mil- 
lion shares  outstanding,  nearly  80%  is 
closely  held.  The  stock  must  he 
bought  slowly  and  tucked  away. 
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liMPARATOR  SYSTEMS  CORPORATION  0 

MAY  31,  1990 — Since  the  April  announcement  of  their 
w,  Model  ID-2  biometric  identification  system,  Compara- 
Systems  Corporation  has  been  approached  by  a  number 
foreign  and  domestic  investors  seeking  joint  ventures, 
e  company  announced  today  that  they  are  currently  in 
gotiations  with  firms  from  the  United  States,  Spain,  Italy, 
gland  and  Taiwan  on  joint  marketing  and  manufacturing 
ntures. 

(Contact:  Paul  Webster,  Director  of  Public  Relations, 
mparator  Systems  Corporation,  2862  McGaw  Avenue, 
ine.CA  92714.  Phone:(714)851-4300.) 


PBEN  INDUSTRIES  0 

Agreement  on  $18  Million  Drilling  Program  Reached 

(June  4,  1990) — A  letter  of  intent  was  signed  May  30, 
190,  to  drill  60  gas  and  oil  wells  including  a  nine  mile 
peline  for  the  development  of  natural  gas  production  in 
nnessee,  and  to  market  the  gas  to  electric  utilities  and 
dependent  power  producers.  The  agreement  was  reached 
itween  Haben  Industries,  Inc.  a  NASDAQ  (HABN)  listed 
versified  natural  gas  production  and  oil  refining  compa- 

headquartered  in  Wilmington,  North  Carolina,  and  Citi- 
ns  Power  &  Light  Corporation,  a  subsidiary  of  Boston- 

sed  Citizens  Corporation,  which  is  an  independent  elec- 
c  power  marketing  company  and  Miller  Services,  Inc.,  a 
itural  gas  drilling  and  operations  firm  headquartered  in 
leida,  Tennessee. 

The  parties  have  current  control,  via  a  Gulf-Arco  farm-out 
jreement,  of  property  capable  of  accommodating  a  mini- 
um of  120  drill  sites  on  a  19,000  acre  tract  located  in 
ampbell  County,  Tennessee,  extensive  reserve  and  produc- 
)n  reports  indicate  a  high  probability  of  the  Phase  1 
illing  program  achieving  stable,  long-term  production  of 

000  to  10,000  MCF  per  day  of  gas  and  reserves  of  3 
illion  barrels  of  oil.  Subsequent  stepout  drilling  is  antici- 
3ted  after  Phase  1.  Miller  Services  and  Haben  Industries 
ill  be  responsible  for  drilling,  production  and  operations  of 
e  fields.  Citizens  will  be  responsible  for  arranging  the 
ng-term  sale  of  the  gas  supplies  to  electric  power  genera- 
rs,  who  place  significant  value  on  the  stable,  long-term 
jpplies  which  this  field  appears  capable  of  producing. 

Financing  activities  for  the  $18  million  drilling  program 
ive  been  initiated.  Iq  order  to  quality  for  Devonian  Shale 
reduction  alternative,  fuel  tax  credits,  the  parties  have 
irgeted  initial  produttion  from  this  production  beginning 

1  the  end  of  1990. 
(Contact:  Howard  Spurr,  Vice-President,  Haben  Indus- 

ies,  Inc.,  801  Surr^  St.,  Wilmington,  NC  28401  (606)  263- 
834,  (919)  763-9800;  Deloy  Miller,  President,  Miller  Ser- 
ices.  Inc.  (615)  569-6712;  Larry  Kellerman,  President, 
itizens  Power  &  Light,  617-338-3800  or  Steve  Dale,  Smith 
aufman  P.R.,  (513)  381-7766.) 


ALLWOOD  ENERGY  PARTNERS,  L.P.  A 

Announces  Completion  of  Merger  and  Exchange  Offer 

DALLAS,  TX,  May  10— Hallwood  Energy  Partners,  L.P. 


(AMEX:  HEP),  announced  that  it  has  completed  its  previous- 
ly announced  merger  and  exchange  offer,  pursuant  to  which 
it  has  acquired  Energy  Development  Partners,  Ltd.,  and  the 
assets  of  Hutton-Apache  1982  Energy  Income  Fund,  Ltd. 
and  Hutton-Apache  Energy  Income  Fund  II  and  interests 
that  were  tendered  in  16  other  oil  and  gas  limited  partner- 
ships. Hallwood  Energy  Partners  has  also  completed  a  one- 
for-20  reverse  split  of  its  Units.  Hallwood  Energy  Partners 
now  has  a  total  of  8,541,906  outstanding  publicly  traded 
units.  The  reverse  split  will  be  effective  and  the  new  units 
will  begin  trading  on  the  American  Stock  Exchange  on  a 
when-issued  basis  on  Thursday,  May  10,  1990.  Information 
regarding  the  delivery  of  certificates  representing  the  re- 
verse split  and  newly  issued  units  wilt  be  sent  to  all 
partners  within  one  week. 

(Contact:  Cathleen  Osborn,  General  Counsel,  Hallwood 
Energy  Partners,  LP.,  4582  S.  Ulster  St.  Pkwy.,  Suite  1700, 
Denver  Co.  80237.  Phone  (303)  850-7373.) 

SAVANNA  RESOURCES,  LTD.  Alb 

Company  Update 

CALGARY,  ALBERTA,  May  17— Savanna  Resources  Ltd., 
(Alberta  Stock  Exchange  Symbol:  SV),  anticipates  signifi- 
cant developments  from  joint  venture  negotiations  on  its 
Oregon  Mining  property. 

The  Turner  Albright  gold,  zinc,  copper,  and  cobalt  deposit 
located  in  southwestern  Oregon  is  Savanna's  major  asset. 
Besides  having  a  drill-indicated  gross  ore  value  of  some 
$412  million,  this  polymetallic  deposit  is  one  of  the  few 
properties  in  North  America  with  drill-indicated  reserves  of 
cobalt.  Data  from  81,000  feet  of  diamond  drilling  has 
established  ore  reserves  estimated  at  3.6  million  tons 
containing,  in  addition  to  cobalt,  400,000  ounces  gold, 
1,600,000  ounces  silver,  100,000,000  pounds  copper  and 
240,000,000  pounds  zinc. 

Recent  work  on  the  property  extended  the  ore  body  four 
hundred  feet  to  the  east  and  added  some  387,000  tons 
grading  0.175  oz/ton  gold,  1.09%  copper  and  2.32%  zinc  to 
the  Main  Lower  Zone. 

Discussions  are  underway  with  major  mining  companies 
interested  in  developing  the  property  under  a  joint  venture. 

Other  Savanna  holdings  include  two  former  producing 
mineral  properties  in  California  and  leases  in  the  Coura- 
geous Lake  gold  belt  of  the  Northwest  Territories. 

COMPANY  DATA 

Incorporated:  March  26,  1957 

Shares  Authorized:  Unlimited 

Shares  Outstanding:  28,599,601 

Estimated  Float:  15,000,000 

Recent  Price:  C$0.50 

1989  Trading  Price:  C$0.28-C$1.10 

Shares  Traded:  Alberta  Stock  Exchange  (SV) 

(Contact:  John  M.  Alston,  President,  Savdnna  Resources 
Ltd.,  540  Fifth  Avenue,  S.W.,  Suite  810,  Calgary,  Alberta, 
Canada  T2P  0M2.  Phone  (403)  269-5389  or  Pat  Heaney 
Phone  (604)  732-0990.) 


Whafs  the 
best  way  to 
reach  America's 
most  important 
investors? 

CORPORATE  REPORT 


Once  a  month 

Corporate  Report  Updates  enables 
publicly  held  corporations  to 
announce  important  develop- 
ments to  active  and  influential 
investors  who  regularly  read 
Forbes.  This  low  cost,  informational 
advertising  service  appears  1 2 
times  a  year,  and  for  additional 
impact  and  relevance.  Corporate 
Report  Updates  is  positioned  within 
Forbes  magazine's  popular  "Money 
and  Investment"  editorial  section. 

Forbes'  735,000 
subscribers 

represent  one  of  the  most  impor- 
tant investor  markets  in  the  U.S. 
98%  have  investment  portfolios 
with  an  average  value  of  nearly 
$900,000,  88%  own  corporate 
stock  with  an  average  value  of 
$737,000  and  over  half  are  involved 
with  advising  others  on  investment 
decisions. 

If  your  company 

has  something  to  say  to  powerful 
executives  and  active  investors, 
Corporate  Report  Updates  is  the 
place  to  say  it. 

Forbes  means  results, 
for  more  information, 
call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

#601 

5800  Eubank  N.E. 

Albuquerque,  NM  871 1 1 

(505)  275-1282/3 

(505)  293-4647  Fax  Machines 

or 

Virginia  Carroll 

Forbes  Magazine 

60  Fifth  Avenue 

New  York,  N.Y.  10011 

(212)620-2339. 


Make 
Tracks.. 


...  to  your  nearest 
mailbox  and  send  for 
the  latest  copy  of  the 
free  Consumer 
Information  Catalog. 

It  lists  about  200  free 
or  low-cost  govern- 
ment publications  on 
topics  like  health, 
nutrition,  careers, 
money  management, 
and  federal  benefits. 

Take  a  step  in  the 
right  direction  and 
write  today  for  the 
free  Consumer 
Information  Catalog. 
Just  send  your  name 
and  address  to*. 


Consumer  Information  Center 
Department  MT 
Pueblo,  Colorado  81009 


A  public  service  of  this  publication  and 
the  Consumer  Information  Center  of  the 
VS.  General  Services  Administration. 
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Sir  Ron  rushes  Russ 

Sir  Ronald  Brierley  of  New  Zealand 
likes  to  invest  in  undervalued  sit- 
uations. Through  Industrial  Equity 
(Pacific)  Ltd.,  his  Hong  Kong-based  in- 
vestment firm,  Brierley  has  13-D  fil- 
ings in  dozens  of  stocks.  Lately  he  has 
been  stirring  the  pot  in  Russ  Togs, 
Inc.,  a  small,  undistinguished  New 
York-based  apparel  maker. 

At  first  blush,  Russ  Togs  would  not 
appear  to  be  worth  the  trouble.  Sales 
last  year  were  down  nearly  10%,  to 
$237  million;  earnings  were  30  cents  a 
share  in  the  red,  versus  a  62-cent  prof- 
it the  year  before.  The  stock,  which 
recently  traded  at  9 'A  on  the  nyse,  is 
more  than  50%  below  its  price  in  the 
spring  of  1988. 

So  how  come  Brierley,  who  owns 
around  19%  of  Russ  Togs'  7.3  million 
shares,  recently  said  he  would 
"strongly  consider"  providing  the 
necessary  financing  for  a  manage- 
ment buyout?  (Management,  for  its 
part,  says  it's  not  interested.)  Because 
Russ  Togs  may  be  in  the  early  stages 
of  a  turnaround. 

Russ  Togs  hired  a  new  chief  execu- 
tive officer  last  year:  Kenneth  Si- 
tomer,  43,  who  formerly  ran  Bidder- 
mann  Industries,  a  privately  held  firm 
that  was  hugely  successful  in  the 
manufacture  and  marketing  of  Ralph 
Lauren  women's  wear.  Since  joining 
Russ  Togs,  Sitomer  has  acquired  the 
Villager  name  for  women's  wear  and 
other  apparel. 

Villager  could  be  a  bonanza  for  the 
company  because  Sears,  in  its  effort  to 
revamp  its  merchandise  mix,  has  tar- 
geted women's  apparel  as  a  growth 
area.  And  Villager  is  one  of  the  main 
lines  Sears  will  push.  Russ  Togs  has 
announced  that  this  fall  it  will  open 
Villager  boutiques  in  110  of  Sears' 
larger  stores. 

The  jury  may  still  be  out  on  Sears' 
ability  to  rejuvenate  itself,  but  there's 
no  question  that  whatever  the  out- 
come, it  can  benefit  Russ  Togs.  Al- 
though Streetwalker's  source  doesn't 
think  Russ  Togs  will  earn  much  more 
than  25  cents  to  50  cents  a  share  in 
the  current  fiscal  year,  ending  Jan.  31, 
1991,  he  says  that  earnings,  fueled  by 
the  Sears  connection,  could  rise  as 
high  as  $1.50  the  following  year. 

Our  source  agrees  with  Sir  Ron  that 
the  stock  IS  cheap.  But  whereas  the 
New  Zealander  may  want  to  help  take 
the  company  private,  our  source 
hopes  it  will  stay  public,  so  he  and 
other  investors  can  keep  nibbhng 
away  at  the  stock. 


F(1RRES,  lUNE  2.S,  IS>V() 


RASPUTIN'S  DAUGHTER 
JOINED  THE  CIRCUS^ 


John  D.  Rockefeller's  daughter 
believed  she  was  the  reincarna- 
tion of  King  Tut's  bride. 

Marlon  Brando's  son  put  out 
the  fire  in  Michael  Jackson's  hair. 

Al  Capone's  son  quit  his  job  as 
a  used  car  salesman  when  his 
boss  wanted  him  to  turn  back 
the  odometers. 

Benjamin  Franklin's  son  was 
arrested  as  a  British  spy. 

Mozart's  son  used  Salieri 
as  a  job  reference. 


Available  now  at  your 
local  bookstore  . . .  $18.95 


^HEitimmi 


In  writing  this  surprising  and  enter- 
taining new  book,  bestselling 
author  Malcolm  Forbes  looked 
beyond  the  surface  fame  into  the 
private  lives  of  some  of  the  world's 
most  celebrated  rulers,  tycoons, 
stars,  artists,  and  criminals  —and 
their  not-so-famous  progeny. 


WHAT  HAPPENED  TO  THEIR  KIDS? 
unearths  a  richly  varied  collection 
of  human  stories,  by  turns 
amusing,  alarming,  illuminating, 
and  sometimes  deeply  moving. 


SIMON  AND 
SCHUSTER 

A  PARAMOUNT 
COMMUNICATIONS  COMPANY 
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ur  Company 
e  Forbes  Spotlight 
Incoln  Center  <^ 


Issue  Date:  October  22, 1990 
Closing  Date:  August  27, 1990 


America's  first  and  largest  center  for  all 
the  performing  arts,  Lincoln  Center,  will  be 
featured  In  Forbes  best  selling  Issue  of  the 
year,  the  October  22, 1990  Forbes  400. 

Your  company  can  play  a  leading  role  In 
this  Special  Corporate  Sponsored  Report 
to  Management  which  will  be  entitled 
"Creativity:  It  Starts  With  the  Arts.  A  Salute 
to  Lincoln  Center. "  The  Report  will  play 
before  an  audience  of  2.3  million  affluent 
Forbes  readers — Including  many  of  the 
nation's  most  Important  business  leaders. 

To  receive  a  copy  of  the  brochure  contain- 
ing all  the  pertinent  Information  about 
participating  In  "A  Salute  to  Lincoln  Center," 
call  your  local  Forbes  representative 
or  Susan  ToscanI,  Associate  Director  of 
Special  Projects  at  (212)  620-2450. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  June  26,  1920) 
"Labor  in  not  a  few  industrial  sections 
is  already  in  such  supply  that  there  is 
competition  for  jobs.  This  condition 
is  bound  to  become  more  pronounced 
as  more  and  more  plants  cut  down 
their  operations.  Two  results  will  fol- 
low. Despite  any  and  all  threatenings 
by  fiery  trade  union  leaders,  wages 
will  decline  more  or  less  when  there 
are  more  men  than  jobs.  Second,  the 
output  of  those  not  laid  off  will  in- 
crease, since  there  is  no  tonic  for  inef- 
ficiency and  underproduction  like  the 
weeding  out  of  slackers." 


Warren  G.  Harding,  1920  GOP.  nominee 

"There  is  no  way  of  estimating  how 
much  money  is  lost  on  gilt-edged  in- 
vestment bonds  and  stocks.  A  man 
who  for  a  quarter  of  a  century  has 
been  an  active  and  very  successful 
operator  in  Wall  Street  once  [confid- 
ed] that  he  had  lost  more  money  on 
investments  which  he  had  'put  away 
in  his  box  and  forgotten'  than  he  had 
ever  lost  in  margin  trading." 

Sixty  years  ago 

(From  the  issue  of  July  1,  1930) 
"While  this  publication  would  have 
preferred  the  old  tariff  to  [Smoot  Haw- 
ley],  and  while  it  cannot  comprehend 
how  the  measure  squares  with  Mr. 
Hoover's  campaign  promises,  never- 
theless there  is  some  point  to  the 
President's  explanation — or  excuse — 
that  this  flagrantly  faulty  bill  may 
prove  less  disturbing  than  would  have 
indefinite  agitation  and  uncertainty." 


ne  sunshine  of  the  boom  still  shone 
in  this  Studebaker  ad  of  mid- 19 50 

"In  the  stock  market  mid-June 
brought  a  terrific  slaughter  of  prices. 
The  majority  of  active  stocks  were 
forced  to  the  lowest  levels  of  the  year, 
and  not  a  few  were  hammered  below 
even  their  worst  panic  figures.  . . .  Af- 
ter the  descent  got  under  way  there 
came  extensive  distress  selling.  The 
throwing  over  of  weakly  margined 
stocks  intensified  the  nervousness 
and  precipitated  widespread  liquida- 
tion by  frightened  holders." 

"In  many  ways  the  recent  events  [in 
Romania]  cormected  with  the  royal 
family  have  savored  of  romantic  com- 
medy.  .  .  .  After  deserting  his  wife  and 
royal  offspring  to  live  in  France  with  a 
former  dancing  girl  and  after  being 
officially  exiled  and  renouncing  his 
right  to  the  throne.  Prince  Carol  has 
staged  a  thrilling  coup  d'etat,  returned 
to  Romania,  seized  the  throne,  de- 
clared his  previous  divorce  and  his 
banishment  void  and  is  apparently 
once  more  in  control  of  his  throne." 

Fifty  years  ago 

(From  the  issue  cfjuly  1,  1940) 
"In  what  at  first  seems  a  wildly  uncer- 
tain future,  three  strong  probabilities 
stand  out:  The  European  war  may  be 
over  far  sooner  than  was  conceivable 
two  months  agO;  elimination  of 
France  and  Italy  as  markets  for  U.S. 
goods  will  be  somewhat  offset  by  Brit- 
ish takeover  of  French  war  orders  and 
by  Britain's  speedup  of  her  own  war 
ordering;  the  U.S.  defense  program, 
which  may  ultimately  account  for 
20%  of  total  national  production,  will 
in  time  be  a  tremendous  stimulant  to 
business." 

"Now  being  tried  out  in  Fremont,  Ohio 
is  a  gasoline  pump  nozzle  that  elimi- 
nates the  possibility  of  spilling  due  to 


overflow.  The  nozzle  is  equipped  with 
an  automatic  shut-off  valve  which  is 
actuated  through  a  by-pass  in  the  end  of 
the  nozzle.  As  soon  as  gasoline  in  the 
car  tank  reaches  the  opening  of  the  by- 
pass, pressure  is  transmitted  to  the 
shut-off  valve,  which  automatically 
cuts  off  the  flow  of  gasoline  before  the 
tank  can  run  over." 

Tiienty-five  years  ago 

(From  the  issue  of  July  1,  1965) 
"It's  good  news  for  domestic  oil  com- 
panies like  Sinclair,  Indiana  Standard 
and  Cities  Service.  The  squeeze  is  off 
them,  and,  if  everything  works  out, 
they  should  be  making  bigger  profits. 
It  all  stems  from  a  decision  of  the  big 
international  oil  companies  like  Tex- 
aco, Jersey  and  Gulf  to  stop  guarantee- 
ing a  profit  to  gas  station  operators." 

"Sometime  late  this  month  or  early 
next.  Home  Savings  &i  Loan  Associa- 
tion of  Los  Angeles  will  become  the 
biggest  S&.L  in  the  world,  with  assets 
of  more  than  $2  billion.  Howard  F. 
Ahmanson,  an  erect,  white-haired 
man  . . .  owns  the  company  lock, 
stock  and  barrel.  'I  have  just  one 
stockholder,'  he  says.  'Myself.'  Ah- 
manson, at  59,  probably  is  one  of  to- 
day's few  authentic  billionaires." 

Ten  years  a^ 

(From  the  issue  of  June  23,  1980) 
"Almost  every  major  bank  in  the 
world  is  today  an  international  bank 
and  deeply  involved  in  what  goes  on 
beyond  its  nation's  borders — which 
essentially  changes  all  the  rules. .  .  . 
Half  of  Bank  of  America's  deposits  are 
foreign  today,  up  from  31%  in  1971; 
Citicorp's  are  75%,  up  from  44%.  By 
the  end  of  1978  U.S.  commercial  bank 
loans  to  Brazil  and  Mexico  alone 
equaled  the  combined  capital  of  the 
12  largest  U.S.  banks." 

"In  just  three  years  International 
Business  Machines  Corp.  ran  through 
some  $4  billion  in  cash  and  then  bor- 
rowed $1  billion  in  the  first  bond  of- 
fering of  its  history.  It  announced 
products  it  couldn't  deliver,  and  deliv- 
ered products  it  couldn't  support 
with  necessary  services  and  software. 
IBM  is  in  the  midst  of  an  apparently 
self-inflicted  earnings  decline  from 
the  superaggressive  pricing  of  its  me- 
dium-size computers,  the  4300  series, 
and  a  breathtaking  80%  slash  in 
memory  prices." 
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Keep  on  going,  and  the  chances 
aie  that  you  will  stumble  on 
something,  perhaps  when  you 
are  least  expecting  it.  I  never 
heard  of  anyone  ever  stumbling 
on  something  sitting  down. 
Charles  F.  Kettering 


If  you  feel  that  you  are 
indispensable,  put  your 
finger  in  a  glass  of  water, 
withdraw  it,  and  note  the 
hole  you  have  left. 
Anonymous 


It  is  curious  how  vanity 
helps  the  successful  man 
and  wrecks  the  failure. 
Oscar  Wilde 


When  you  say  good  morning  to 
the  rabbi,  say  good  morning 
also  to  the  rabbi's  wife. 
Yiddish  proverb 


Only  when  one  has  lost  all 
curiosity  about  the  future 
has  one  reached  the  age 
to  write  an  autobiography. 
Evelyn  Waugh 


It  is  all  nonsense  about  not 
being  able  to  work  without 
ale,  and  gin,  and  cider,  and 
fermented  liquors.  Do  lions 
and  cart-horses  drink  ale? 
Sydney  Smith 


I  have  friends  in  overalls 
whose  friendship  I  would  not 
swap  for  the  favor  of  the 
kings  of  the  world. 
Thomas  A.  Edison 


There's  no  reason  to  be  the 
richest  man  in  the  cemetery. 
You  can't  do  any  business 
from  there. 
Colonel  Sanders 


If  they  do  kill  me,  I  shall 
never  die  another  death. 
Abraham  Lincoln 


Thoughts 

on  the  Business  of  Life 


Those  who  act  as  if  they  know 
more  than  their  boss  seldom  do. 

Venture  nothing,  and  life  is 
less  than  it  should  be. 

Those  who  enjoy  responsibility 
usually  get  it;  those  who 
merely  like  exercising 
authority  usually  lose  it. 

Those  who  talk  loudly  are 
rarely  listened  to. 
Malcolm  Forbes 


July  4th:  Statistics  show  that 
we  lose  more  fools  on  this  day 
than  on  all  the  other  days  of 
the  year  put  together.  This 
proves,  by  the  number  left  in 
stock,  that  one  Fourth  of 
July  per  year  is  now  inadequate, 
the  country  has  grown  so. 
Mark  Twain 


No  artist  is  ahead  of  his  time. 
He  is  his  time.  It's  just  that 
the  others  are  behind  the  time. 
Martha  Graham 


Farming  looks  mighty  easy 
when  your  plow  is  a  pencil, 
and  you're  a  thousand  miles 
from  a  com  field. 
DwiGHT  D.  Eisenhower 


The  hardest  years  in  a  woman's 
life  are  those  between  10  and  70. 
Helen  Hayes  (at  83) 


More  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  three- 
volume  boxed  set  at  $49.50  l$19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  A/ew  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  apphcable. 


One  of  the  advantages  of  pure 
congregational  singing  is  that 
you  can  join  in  the  singing 
whether  you  have  a  voice  or 
not.  The  disadvantage  is  that 
your  neighbor  can  do  the  same. 
Charles  Dudley  Warner 


He  who  wishes  to  be  rich  in  a 
day  will  be  hanged  in  a  year. 
Leonardo  da  Vinci 


England,  left  to  itself, 
returns  naturally  to  sport 
and  laughter,  and  a  genial 
individualism  known  as 
minding  one's  own  business. 
It  knows  and  cares  very  little 
about  politics;  that  is  why  it 
puts  up  with  politicians. 
G.K.  Chesterton 


A  Text . . . 

Ask,  and  it  shall  be  given 
you;  seek  and  ye  shall 
find;  knock,  and  it  shall  be 
opened  unto  you.  For  every 
one  that  asketh  receiveth; 
and  he  that  seeketh  findeth; 
and  to  him  that  knocketh 
it  shall  be  opened. 
Matthew  7:7-8 


Sent  in  by  Vickie  Eddy,  Olean,  N.Y. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Man  is  fed  with  fables  through 
life,  and  leaves  it  in  the 
belief  he  knows  something  of 
what  has  been  passing,  when  in 
truth  he  knows  nothing  but  what 
has  passed  under  his  own  eyes. 
Thomas  Jefferson 

'  61  >     , 

I  remember  my  youth  and  the 
feeling  that  will  never  come 
back  any  more — the  feeling  that 
I  could  last  forever,  outlast 
the  sea,  the  earth,  and  all  men. 
Joseph  Conrad 
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